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JERSEY HERITAGE
REPORT ON ACQUISITION OF AMPHIBIOUS SERVICE TO ELIZABETH CASTLE
COVER NOTE - JUNE 2008

The attached report was prepared as a record of the background to the purchase of the amphibious service to
Elizabeth Castle by Jersey Heritage in spring 2008. The report is presented to the Minister for Education, Sport
and Culture for distribution to States Members. In publishing this report the Board of Trustees of Jersey Heritage
offersthe following summary of the main points covered.

A -SUMMARY OF NARRATIVE

1

1997 BEAVER LANDING CRAFT SELL VESSELSTO PUDDLEDUCKS

" Jersey Heritage considers and rejects purchase and direct operation.
. Vessels sold to Puddleducks Ltd. in 1998.
. Puddleducks operate service on fare charging basis but viability declines.

2004 PUDDLEDUCKSLICENCE EXPIRES - OFFERED NEW CONTRACT BUT DECLINED

" Jersey Heritage offers a renewed contract for 9 years, but Puddleducks decline, citing concerr
over long-term decline in visitors— (N.B. visitors in 1989 were 150,000- by 2006, last year of
Puddleducks operation were 41,000).

. The business had become marginal to operate. It had become unviable for any new operator to
make a new investment in the business.
] This is confirmed in December 2006 when Puddleducks write to the Board: ‘should trustees see

fit to offer the route to a third party operator it will leave the directors of Puddleducks with very
little to show for the 9 years of committed service except for 3 vehicles, a kiosk, a workshop an
some unpaid directors loans’.

2006 PUDDLEDUCKSDECIDE TO SELL

" Puddleducks write to Jersey Heritage to say ‘The Board of Directors of Puddleducks Ltd. has
decided that this company no longer factors in the general corporate strategy and therefore we
have decided to make a disposal. Currently we are exploring 2 options. The first is to sell the
vehicles off the Island to one of the many operators around the world that would operate this type
of vehicle and the second alternativeis alocal sae’.

" Jersey Heritage considers once again the option to purchase. The Board consider that on balance
the appropriate first option was to seek an alternative independent operator who would make a
contractual commitment.

2006 JERSEY HERITAGE TENDER SERVICE

" Jersey Heritage advertise the licence jointly with the Puddieducks’ notice of sale and issue a
joint press release in order to give maximum opportunity to associate the route with the existing
operation/vessels.

. Following discussion with Puddleducks about the economics of the route, their views on

viability and in the light of analysis of Puddieducks’ accounts, Jersey Heritage makes changes to
the business model under which the route is to be operated in order to encourage new applicants
for the service. This enables the operator to invest in the vessels and enables Jersey Heritage to
achieve control over prices for thefirst time.

" Puddleducks are made aware of this offer and did not apply under these new terms.

2006 PURE ADVENTURE WIN OPEN TENDER

" There are only 2 serious tenders. One to be provided with Puddleducks’ vessels and Pure
Adventure’s to operate with new vessels.
" Pure Adventure are preferred because (@) they are cheaper; (b) the new vessels offer an upgrade

and capabilities not achievable by the existing service (e.g. operation on the roads); and (c) unlike
the alternative operator the company are already involved in a marine based customer service
business.
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2007 PURE ADVENTURE OFFER TO BUY PUDDLEDUCKS

" In January Puddleducks write to Jersey Heritage that “We would not be prepared to [make our
vessels available for the season] just as cover for later delivery but we would be prepared to enter
into negotiation with anybody who wishes to purchase our vehicles’.

" Pure Adventure have the Puddleducks vessels valued independently and offered £50,000 —
£8,000 above the vauation. This offer was declined. In further negotiations Pure and
Puddleducks fail to agree a price.

" Puddleducks change their earlier position and offer to operate a temporary service for the
summer. This offer was considered but rejected by Jersey Heritage on the grounds that it would
complicate the contractual position with Pure Adventure.

2007 PURE ADVENTURE OPERATE TEMPORARY SERVICE

. The problems experienced by Pure Adventure in operating the service during the 2007 season
are well documented. Elizabeth Castle experiences adeclinein visitors of 17%.

" These losses are taken account of in the recent severance agreement between Pure Adventure
and Jersey Heritage in which Pure are penalised.

" During this difficult period Jersey Heritage becomes increasingly involved in the operation.

2007 JERSEY HERITAGE DECIDE TO BUY OPERATION

" At the end of the 2007 season, Jersey Heritage reviews contract and reaches conclusion that it
makes sense to seek to purchase the operation.

" At this point Jersey Heritage remains in contract with Pure Adventure and carries the
consequent legal and financial obligations.

" The costs of the deal include a £121,000 sum representing an agreed position on the price of the

contract. Thisfigure is referred to as ‘goodwill” but is simply the price agreed with Pure for them
to relinquish their remaining contractual entitlements.

" Prior to purchase Jersey Heritage engages MECAL, Jersey Harbours’ agent for survey and
certification of commercial vessels, to confirm suitability of vessels.

B - SUMMARY ISSUES

Jersey Heritage wished to, and actively sought to, retain the services of Puddleducks on the
Elizabeth Castleroute.

Jersey Heritage acted openly and fairly in tendering the service and awarding the contract.
The new financial model for the basis of the contract was sound.

Thevessels are safe and appropriate to the route.

The business case for the purchase of the service was sound.

In finally purchasing the vessels the Board made the decision based on all best available evidence
and on appropriate professional advice.

Jersey Heritage are confident in being the most appropriate and cost-effective operator of the
service at thistime.
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0. Introduction

The reasons for the decision by Jersey Heritage to purchase the 2 newly-manufactured Hydra Terra Vessels can
only be understood in the context of afull chronology of the commercia decisions and judgments that the Board
of Trustees has been required to make.

In determining whether the investment represents value for money, there are 2 major considerations—
*  That the Board made the right decision based on all the best evidence available at the time.
*  That the vessels will remain economically viable for the estimated useful life of 10 years or more.

In this report the chronology of events is presented as background to each key decision made by the Board of
Trustees.

In concluding this report Jersey Heritage puts forward the arguments it believes strongly support the decision not
only to buy the vessels, but also to operate the service itself for the public benefit.

1 1994 - 2003: background and obligations of Jersey Heritage to maintain a passenger service to
Elizabeth Castle

Although Jersey Heritage took over the management of Elizabeth Castle only in 1994, it had some earlier
involvement in developing the licence which established the terms under which the owner of amphibious vessels,
at that time Beaver Landing Craft Ltd., would operate a service for visitors to Elizabeth Castle. A 9 yea
agreement between Jersey Heritage and Beaver Landing Craft Ltd. was signed for the start of 1994 season.

The Licence required Beaver Landing Craft Ltd., to provide a continuous service from 10 am. to 6 p.m. from th
start of each April to the end of each October. In return the operator had the exclusive right to disembark
passengers at Elizabeth Castle slipway and was able to charge passengers a fare that was agreed annually with
Jersey Heritage.

In 1996 Jersey Heritage took on the usufruct of both Elizabeth and Mont Orgueil Castles. Under the terms of the
usufruct Jersey Heritage has certain obligations, one of which relates to the amphibious service —

“The Trust shall use its best endeavours to cause an appropriate passenger transport service to Elizabeth
Castle to be maintained” (paragraph 3.07)

In 1997 the vessels were offered for sale to Jersey Heritage for a sum in the region of £250,000 but, following a
report questioning the economic value of the vessels, this offer was declined. A sale did proceed for a sum in
excess of £350,000 but to a private company, Puddleducks Ltd., newly formed for the purpose by a consortium of
local businessmen. The licence was assigned to Puddleducks Ltd. in 1998.

Puddleducks Ltd. provided an excellent service and was very proactive in promoting Elizabeth Castle. During that
time Jersey Heritage worked closely with the operator to develop joint marketing and promotion of both the
Castle and the amphibious service.

Due to the long-term decline in visitor numbers (visitors to the castle fell from 150,000 in 1989 to 41,000 in 2006,
the final year of Puddleducks Limited operation), and the consequent declining viability of the service, the
operator sought annual and above cost-of-living increases in fares in accordance with the terms of the licence.
Jersey Heritage agreed all such requests, but it should be noted that visitors to Elizabeth Castles declined faster
than the average rate of visitor declinein Jersey.

2. 2004 — 2006: The decision to allow Puddleducks Limited to continue operating



At the end of 2003 the licence held by Puddleducks Limited expired. Consequently, in early 2004 Jersey Heritage
offered to renew the agreement for a further 9 year period, on similar terms. Puddleducks Ltd. declined the offer
The reasons cited at the time were that the company’s revenue had been in steady decline, as visitor numbers to
the Castle fell and, added to this, the operator’s costs were increasing due to stricter marine regulations.

One Puddleducks Limited director indicated that the vessels could be sold off the Island where, outside of
Jersey’s tightly regulated environment, their value could be fully realised. This consideration apparently far
outweighed any residual value that might remain in renewing the agreement.

Key decision
The Jersey Heritage Board had 2 choices in early 2004:
= Offer to subsidise the service
=  Givemoretimeto Puddleducks Limited to find a buyer for the vessels locally

Jersey Heritage considered offering a subsidy. However, Jersey Heritage was aready under severe financia
pressure and was contemplating major cuts in services in order to balance its budget. A subsidy would only
exacerbate these difficulties.

Discussions with Puddleducks Limited did not progress any further and they continued to provide a service
throughout the 2004, 2005 and 2006 seasons, without any formal documentation.

It should be stressed that Jersey Heritage was content with this informal, although less than ideal, arrangement
because the service provided by Puddleducks Limited worked well and enabled Jersey Heritage to fulfil its
obligations under the usufruct and meet the expectations of the public.

3. June 2006: Puddleducks’ decision to cease operation — and Jersey Heritage decision to tender
service

On 30th June 2006 Puddleducks Limited wrote to Jersey Heritage (Appendix 1)informing them of their decision
to withdraw from the service at the end of that season and that it would be seeking to sell their vessels either on or
off Island —

“The Board of Directors of Puddleducks Limited has decided that this company no longer factors in the
general corporate strategy and therefore we have decided to make a disposal. Currently we are exploring
2 options. Thefirst isto sell the vehicles off the island to one of the many operators around the world tha
would operate this type of vehicle and the second alternativeis alocal sale’.

Puddleducks Limited offered to sell the 3 vessels to Jersey Heritage for a sum of around£250,000. With Jersey
Heritage’s energies already focused on completing the remaining phases of the Mont Orgueil restoration, and with
the Forts and Towers programme of development just beginning, the Board were concerned that Jersey Heritage
management resources would be too stretched by becoming directly involved in the operation of an amphibious
service. A small working group consisting of Jersey Heritage’s Director; Jon Carter, and Finance Director Nick
Danby, and a Board member, Geoff Crill, were nominated to oversee the tender process.

In the months before and after Puddleducks Limited had announced its decision stop operating on the route,
informal discussions with the managing director of the company had taken place. One point of discussion was
whether it would be possible for the operator to receive a greater proportion of the total castle revenue in order to
ensure the service remained viable, i.e. a subsidy. Jersey Heritage’s Finance Director said any change to the
relationship between Jersey Heritage and Puddleducks Limited would need to be proposed to and endorsed by the
Board of Trustees.



4, Jersey Heritage decision to change the natur e of the contract

As disclosed by Puddleducks Limited’s annual accounts, between 2002 and 2004 (Appendix 3) revenue from
fares charged on the route had declined from £178,000 to £158,000 p.a. against rising costs. Draft results for the
company in 2005 indicated that the revenue levels had recovered somewhat, but that year was exceptional. It was
the 60th Anniversary year of the Liberation of Jersey and a large exhibition had been built at Elizabeth Castle
with the help and funding of the States Liberation 60 Committee.

Puddleducks Limited were very open and transparent about the fact that the amphibious service had become
increasingly unviable and it had become clear from its audited accounts that the revenue generated from the
operation was barely sufficient to cover its operating costs. This would later be substantiated in an e-mail (dated
16th December 2006) from one of the directors of Puddieducks Limited, who, having been notified that a new
operator with new vessels had been awarded the contract wrote —

‘In summing up, we feel that during our 9 years of tenure we have done all we can to have fulfilled ou
responsibilities to the Trust and should the Trustees see fit to offer the route to a third party operator it
will leave the directors of Puddleducks with very little to show for the 9 years of committed service excep
for 3 vehicles, a kiosk, a workshop and some unpaid directors loans.” (Appendix 2)

Key decision
The JERSEY HERITAGE Board had a choice between —

= Seeking to continue with a newly-appointed operator on the basis that had subsisted with Puddleducks
Limited;

=  Creating a new agreement that fundamentally changed the relationship between the provider and the
licensee in order to make it more attractive to an applicant. This would also mean advertising the
licencein order to test the market and ensure Jersey Heritage was achieving value for money.

It was clear that if Jersey Heritage were to encourage any operator of the service to come forward then it was
essential to change the way that service operator was remunerated. This presented both a challenge and an
opportunity for Jersey Heritage. If Jersey Heritage was not going to operate the service directly then it would have
to offer a subsidy to attract an operator. Without this subsidy an operator could not afford to pay for the
acquisition of vessels required for the route.

Another dimension to the contemplation of a change of contract basis would be that Jersey Heritage would be
provided with the opportunity to have full control of the ferry pricing and create a more transparent pricing
structure for visitors. The full pricing structure for 2006 (i.e. with the operator and the castle entry separated),
compared to the simplified structure adopted for 2008, illustrates this clearly (Appendix 3)

Of almost equal importance in the decision to change, was the Board’s concern that Jersey Heritage should not be
committed to any single provider for an excessively long period, i.e. the 9-year span of the previous licence. If, as
was hoped at the time, funds for a redevelopment of Elizabeth Castle became available, then the way the castle
was accessed would need to be re-assessed. Depending on the nature of the investment it might become necessary
to provide a service that could operate in rougher weather conditions and throughout the year. Any such solution
involving amphibious transport would be difficult and expensive to resolve but not insurmountable.

Following the Board’s decision, Jersey Heritage Finance Director kept one of Puddleducks Limited directors fully
informed of the key changes that were being proposed to the agreement and had no reason to believe they had not
been fully understood.

5. September — December 2006: tendering and appointment process

Jersey Heritage and Puddleducks Limited agreed an approach to the advertisement of the route licence and the



sale of the vessels. In September 2006, with the agreement of Puddleducks Limited, Jersey Heritage placed an
advert in the Jersey Evening Post, seeking expressions of interest in providing the service to Elizabeth Castle.
Alongside, Puddieducks Limited placed an advert offering to sell their vessels.

The closing date set by Jersey Heritage for expressions of interest was 31st October 2006 to coincide with the end
of that season’s trading.

It was made clear at the time that a further month would be granted to those expressing interest in order to
complete their tenders. This also gave any applicant a chance to consider Puddleduck Limited’s 2006 accounts
before making aformal application.

A number of individuasinformally expressed some interest in operating the service, with one considering using a
vessel other than the existing DUKWSs.

Before the closing date for formal expressions of interest, an indicative contract (Appendix 4)was e-mailed to all
those concerned and, athough they had expressed no interest in re-tendering, Puddieducks Limited was also
copied in on the e-mail out of courtesy and in the hope this might still have prompted Puddleducks Limited to
enter the bidding process.

Only 3 potential operators expressed interest. Two were considering purchasing the Puddleducks Limited vessels,
athird proposed purchasing new vessels built in the United States.

Given the small number of those expressing interest, Jersey Heritage asked if applicants would be prepared to
come forward with formal tenders earlier than 30th November 2006. Two applicants could but, due to personal
circumstances, a Guernsey based businessman, said he would be unable to. Without agreement from all three it
would have been inappropriate to bring forward the deadline, and the date was left at 30th November 2006.

Regrettably, this third applicant was not able to produce proper documentation by the final date.

6. December 2006: the decision to award the contract to Pure Adventure Jersey Limited
The Jersey Heritage ‘working group’ interviewed the 2 remaining applicants on 10th December 2006.

The 2 tenders differed in their approach but not substantially in price. Both tenders represented an increase in cos
to Jersey Heritage compared to the Puddieducks Limited operation, and simply reflected the fact that both
applicants needed an increase in revenue to pay for the capital investment in vessels, whether buying the old craft
from Puddleducks Limited or investing in new vessels, as well as achieving areasonable profit.

Pure Adventure’s bid appeared the more attractive. By basing their watersports business at West Park certain
business synergies could be achieved. In particular they offered to sell tickets for the castle ferry and admission
tickets to the castle from the purpose-built ticket kiosk they intended building at West Park. Jersey Heritage
would collect al takings but would save £25,000 p.a. in staff and other costs. At interview their presentation was
carefully thought out and professionally organised.

Key decision
The Jersey Heritage Board had 2 choices —
= Not appointing and thereby closing the castle. This would not only break the terms of the States
granted usufruct but would effect no financial savings. The budgeted annual loss of revenue of
£340,000 was greater than cost savings that could be achieved (Pure Adventure’s £250,000 average
annual fee and Jersey Heritage staff costs of £70,000 p.a.)

=  Appointing the lower tender and the applicant who had provided by far the stronger business case.



On 14th December 2006 the Board received a report from the working group recommending the acceptance Pure
Adventure’s tender and the Board agreed to this proposal. Pure Adventure was chosen as the preferred operator.
The Board considered that not only did Pure offer the lowest overall price, the company also had some experience
of operating in the marine environment. The managing director of Puddleducks Limited was informed almost
immediately of the Board’s decision.

The contract (Appendix 5)was signed on 20th December 2007. In concluding its agreement with Pure Adventure
Jersey Limited, Jersey Heritage chose to consolidate its position with an agreement that covered a further 5 yea
period under terms favourable to Jersey Heritage. To provide the Trust with greater flexibility, it acquired the
option to terminate the agreement, giving 12 months notice at any point after the conclusion of the fourth year,
while the operator was committed to providing access to the castle at an agreed price for a10 year period.

As amatter of courtesy and given Jersey Heritage’s close working relationship with Puddleducks Limited, it was
felt important to invite the directors of Puddleducks Limited to meet with Jersey Heritage before announcing
publicly the award of the contract. As the managing director of Puddleducks Limited was on leave in the early
part of the year the announcement was delayed until late January.

On 26th January 2007 Jersey Heritage wrote to the Ministers for Education, Sport and Culture and Economic
Development to inform them of the award of the contract to Pure Adventure, illustrating the new vehicles and
setting out a narrative of the tender process (Appendix 6)

7. February — October 2007: the decision to remain with Pure Adventure Jersey Limited throughout
the 2007 season

In early February 2007, Pure Adventure reported to Jersey Heritage that CAMI, the US manufacturers of the
vessels, was experiencing delays in receiving parts from the European supplier of the vessel chassis and there
would be some delay in the delivery of perhaps a month.

Key decision
The Jersey Heritage Board had 2 choices —

= Immediately break the contract with Pure Adventure and either invite the second applicant in the
tender process to reapply, or engage in a new bidding process. This would have significant legal
conseguences and would have put any 2007 service in jeopardy;

= To continue with Pure Adventure and their short-term *“teething problem” but place pressure on them
to ensuretheir performance in accordance with the contract.

It was expected there would only be a short delay in the arrival of the vessels and Jersey Heritage announced that
Elizabeth Castle would remain closed until 26th May 2007. This was in the expectation, and with assurances from
Pure Adventure, that a service would be operating before then.

In March 2007 Pure Adventure reported that CAMI was again experiencing further delays, and that the delivery
of the vessels would be further delayed until July 2007.

Pure Adventure made approaches to Puddleducks Limited to determine if the DUKWSs could be purchased to
enable provision of an interim service and they were offered the vessels for £100,000. However, Pure Adventure,
aready committed to the purchase of 2 new vehicles, remained concerned that the DUKWs would have nc
residual value. A trader in amphibious vessels had indicated to them that this value would be no more than
£42,500 for the 3 vessels, and the shortterm loss of some £60,000 was unacceptable.

Pure Adventure then entered into discussions with the US manufacturer and were able to secure a second-hand
Hydra Terraat a cost of £80,000 which, because it had been built to US specifications could, they believed, be re-



sold in the US at the end of the season with no significant loss.

Pure Adventure put forward arevised proposal to the Board on 28th March 2007. In it they agreed to purchase the
second-hand Hydra Terra at their own expense. The vessel could be delivered and operational by 26th May 2007,
the date Jersey Heritage had already publicised as the re-opening date for the Castle. The proposal included a
compensation package to cover most of Jersey Heritage’s losses for that period of closure. The remaining losses
would be covered by delaying the appointment of seasonal staff employed at the Castle.

The Board accepted that proposal. In making that decision the Board also took full account of the fact that
Puddieducks Limited had made it clear that they would not be interested in operating a temporary service.
(Appendix 7).

“We would not be prepared to [operate a service] just as a cover for late delivery but would be prepared
to enter into negotiations with anybody who wishes to purchase our vehicles and our expertise.’

At the same time, the Guernsey-based businessman who had fallen out of the autumn 2006 bidding process
referred to earlier in this report, told Jersey Heritage that he had purchased the DUKWSs from Puddleducks
Limited. Thiswas also reported in the media.

The interim service by Pure Adventure was scheduled to be replaced by afull service before the start of the height
of the visitor season, following assurances received by the manufacturer about revised delivery dates for both
vessels.

By this time there was growing media and public pressure on Jersey Heritage, as well as on Puddleducks Limited,
to get an amphibious service up and running. In the minds of the public it seemed strange that the 3 vessels, whict
had operated on the route for 20 years, could not be brought back into service.

On 13th April 2007, two of the directors of Puddleducks Limited came to the Jersey Heritage offices to discuss
the situation. One accepted that there had been errors in judgment made by Puddleducks Limited in respect of the
Guernsey-based businessman who claimed he had purchased the DUKWSs. Apparently, they had signed an
agreement but, following repeated failures by the other party to conclude the agreement, the offer had been
withdrawn. The DUKWs were therefore now available, and were offered to help Jersey Heritage provided such
help was not to the benefit of Puddleducks’ commercial rivals Pure Adventure.

There followed some exploratory discussions with the Managing Director of Puddleducks Limited to determine
what form that help might take. Initially Puddlieducks Limited was very reluctant to consider running a temporary
service, preferring instead to negotiate a sale. However Jersey Heritage did not contemplate the purchase the
vessels, given they had minimal residual value and the contract with Pure Adventure was still in place.

In a change of mind on 26th April 2007, Puddleducks Limited did finally offer to run a temporary service for
Jersey Heritage commencing 1st May 2007 for one month, until Pure Adventure’s interim ferry could be brought
into service. Puddleducks Limited would be paid £25,000 for this service whilst Jersey Heritage would keep all
the fares charged to passengers and the castle admission income. The net cost to Jersey Heritage of this one month
of service was estimated at around £10,000.

This proposal was circulated by e-mail to the Board on 28th April 2007. However, because the consequence of
accepting the offer involved an additional significant cost and the fact that acceptance might jeopardise Jersey
Heritage’s contractual relationship with Pure Adventure, the Jersey Heritage Board declined this proposal.

Unfortunately, due to some mechanical and operational concerns on its first day in operation (26th May 2007) it

was necessary to withdraw the interim vessel from operation. Following further vessel modifications it was
brought into service on 2nd June 2007.

8. Jersey Heritage administration of the contract



Under the terms of the contract, Pure Adventure was due monthly equal instalments of the annual contract sum.
Pure Adventure had already agreed a reduction in payments payable by Jersey Heritage under the terms of the
agreement of £42,076 due to the Puddleducks Limited planned start of the service being delayed until 26th May.
A further reduction in this sum of £6,952 was negotiated following the additional delay of one week.

Jersey Heritage also exercised its entitlement to withhold a 25% retention as the standards set out in the service
level agreement had not, and could not, be achieved with only the interim vessel in service.

During June and July it became increasingly clear that the date for delivery of the vessels would once again dlip,
firstly to September, then October, and finally toward the end of the year.

In accordance with its agreement with Pure Adventure, Jersey Heritage continued to hold a 25% retention against
all payments due under the contract. By August, when the full service was due to be operating, this was placing
Pure Adventure under increasing financial pressure, threatening to make the company insolvent. Pure Adventure’s
financial planning was based on the assumption that once the new vessels had arrived, retentions withheld by
Jersey Heritage would be released.
Key decision
The Jersey Heritage Board had 2 choices —

* Retain thefull retention;

= Release some of theretentions early.
Retaining all the retention could effectively force Pure Adventure into insolvency. If it ceased trading, the running
of the service could be jeopardised for the rest of the season. Jersey Heritage could suffer substantial and
potentially irrecoverable losses in excess of £100,000.

On 10th August Jersey Heritage agreed to release £15,000 of the amount retained on 1st August to mitigate risk
(Appendix 8).

The £15,000 was clawed back with the retention due on 1st September.. However, further financial pressures on
Pure Adventure developed throughout September 2007 and following a request, £15,000 of retentions was re-
released on 26th October 2007 (Appendix 9)

Although this was no longer peak visitor season and Jersey Heritage losses were lower, Jersey Heritage felt the
risk of Pure Adventure’s insolvency would complicate negotiations over the coming “closed’ season.

At 1st December 2007, the due date for the final instalment of the 2007 contract sum, the payments summary was.

£

2007 Contract Sum due to Pure Adventure 254,648
Less:

Agreed compensation to Jersey Heritage to 26/05/07 (42,076)

Agreed compensation to Jersey Heritage to 02/06/07 (6,952)

Revised contract sum 205,620

Lessretentions (i.e. £51,405 less £15,000) (51,405)36,405

154,215

Add: Advance 15,000

Payment made to 1.12.07 169,215

Fina Balance dueto reach full settlement of 2007 fee 3,267



TOTAL due under severance agreement (see below) £172,482

9. December 2007: proposal for revised contract

During September and October 2007, Jersey Heritage began working with Pure Adventure to determine if the
contractual arrangements could be changed in order to reduce costs of operation. In particular the concept of a
‘peak and off-peak’ service was developed. Although a considerable inconvenience to passengers in peak season,
Pure Adventure had demonstrated it could provide an adequate service with just one vessel at off peak times. This
could save Jersey Heritage considerable cost.

Jersey Heritage explored with Pure Adventure whether it would be prepared to bear more of the operating risks
than existed under the current agreement. A revised proposal was considered by the Board of Trustees on 13th
December 2007. In response to Jersey Heritage’s request that Pure Adventure bear the risks of operating the
service more fully, Pure Adventure required a larger profit to compensate for those risks, thus increasing JH’s
operating costs.

By now the context of the Board’s decision-making had radically changed from when they had originally awarded
the contract to Pure Adventure —

» The provider’s operating costs were greater than expected.

= There had been some considerable loss of confidence in Pure Adventure’s ability to provide a good
service.

It was considered that purchasing the assets that allowed the service to run would mean more flexibility in
determining how the service operates each season in response to a changing regulatory or economic environment.

The Finance Director began negotiations with Pure Adventure who were far from willing sellers, believing they
had fulfilled the requirements of their contract and, where breaches had occurred, that Jersey Heritage had
accepted them.

Jersey Heritage’s legal advisors reached a similar conclusion, believing that because the operation was out of
season, it was difficult to regard Pure Adventure as being in fundamental breach (Appendix 10). There can be
little doubt that Pure Adventure had been in fundamental breach of the contract during 2007, but had Jersey
Heritage then sought to revoke the contract the likely consegquence would have been the closure of the castle at the
peak of the season and an expensive dispute. Pure Adventure had a contract it believed it had fulfilled because by
now one of the vessels had been delivered to Jersey and the second one was promised for delivery in late January
2008.

Any buy-out would have to be based upon negotiating the acquisition of Pure Adventure’s assets at a fair price
and a payment to reflect the loss of profits, which Pure Adventure could redlistically command over the remaining
4 year life of the contract.

As part of the negotiation, a settlement of the 2007 contract sum would also be determined, as shown in the table
above.

10.  February 2008: the decision to sever the contract and buy the vessels

On 7th February 2008 the Board considered a paper which set out in broad terms the estimated cost of severing
the agreement with Pure Adventure.

The only aternative to such a settlement was to hope that Pure Adventure would deliver the service to a



reasonable standard or, if the company became in fundamental breach of contract, that Jersey Heritage would be
able to acquire the assets of the company quickly and find an alternative operator at short notice. Since
contractually the most likely timing of any fundamental breach would be at the height of the visitor season, this
could mean Jersey Heritage being forced to acquire the assets of Pure Adventure and take over direct operation of
the service at very short notice if it was to avoid castle closure. The events over the proceeding 2 years providec
no confidence that this could be done.

A severance agreement was signed on 26th February 2008. When on 2nd May both vessels were deemed fit for
purpose in accordance with the terms of the agreement, Jersey Heritage acquired the whole operation from Pure
Adventure at atotal cost of £513,000.

There were several key components of that settlement —

=  Pure Adventure 2007 fee would be reduced from £254,648 to £172,482. This reduction of £82,166
effectively compensated Jersey Heritage for the losses it had suffered as a consequence of late delivery of
the 2 new vessels.

= Jersey Heritage would meet Pure Adventure’s costs in acquiring the 2 new vessels it had commissioned
to operate the service (see Appendix 11).

=  Pure Adventure would retain the interim vessel it had acquired at the company’s own expense at a cost of
£80,000. This vessel remains as unsold and any losses on the resale of the vessel will be borne wholly by
Pure Adventure.

= Jersey Heritage acquired the rights to the workshops and kiosk at West Park with effect from 1st January
2009.

= Jersey Heritage would buy out the residua value of the contract at a cost of £121,000.

11.  Viability of the vessels

Following extensive testing and inspection by the Driver and Vehicle Standards Department (DVS) and then by
Jersey Harbours (on recommendations by the Maritime and Coastguard Agency — MCA) the first of the 2 vessels
(the Charming Nancy) became licensed on 18th March 2008 to operate as an amphibious vessel on the West Park
to Elizabeth Castle route.

The purpose of the DV S licence is to enable the vessel to be driven on the Elizabeth Castle causeway, which is
classified as aroad. The licence also allows the vessels to be driven under escort on other roads within the Island,
for instance to enable the vessels to be serviced or re-fueled.

Although the vessel required a number of technical exemptions from maritime regulations in order to be licensed
for use on the route, Jersey Harbours were confident the vessels could be operated safely, provided that an
appropriate risk mitigation strategy was in place. The mitigation strategy (Document Management System) was
also approved by the MCA as being appropriate for a vessel that was operating in the protected waters of
St. Aubiris Bay.

Before purchasing Charming Nancy and Charming Betty, Jersey Heritage instructed MECAL (Jersey) Limited, to
carry out a survey of the vessels. MECAL (Jersey) Limited assists Jersey Harbours in the survey and certification
of commercial vessels.

The brief included assessing whether —

1 The current condition of the vessels is reasonable for a newly built construction of this type (pre-sale
survey).



2. The exemptions granted by Jersey Harbours to enable the operator to use the vessel on the Elizabeth
Castle route could be withdrawn.

The pre-sale survey confirmed both vessels were in sound condition and concluded it was reasonable to assume
the licence could be maintained so far as the vessels were concerned (Appendix 12).

The vessels have been approved for use on the route by Driver and Vehicle Standards, the Maritime and
Coastguard Agency and Jersey Harbours.

In addition in order to ensure driver competency, Jersey Heritage has developed a driver’s syllabus. This syllabus
represents a standard of attainment that all drivers are expected to achieve before they are permitted to driver the
vessels on water unsupervised. Jersey Harbours has also approved this syllabus.

Conclusion

Jersey Heritage have for many years understood that if it became the operator of the amphibious transport service
to Elizabeth Castle, the public would benefit.

Firstly, it would enable Jersey Heritage to provide a consistent standard of customer care for visitors to the
castle. For the mgjority of those visitors, around 70%, their visit to the castle begins when they embark
the amphibious vessel operating from West Park.

Secondly, it would enable Jersey Heritage to introduce a simple and flexible pricing structure for typical
Elizabeth Castle visitors (see Appendix 3).

When Puddleducks Ltd. announced the sale of their business in 2006, it had been apparent for some time that the
service would need to be subsidised, if new operators were to be persuaded to tender for the service.

The alternative, considered at the time, was for Jersey Heritage to buy the vessels and run the service directly.
Jersey Heritage’s Board concluded that it would still be in its interests if some of the commercial risks of running
an amphibious service were borne by a private operator. Puddleducks Ltd. had provided and managed an
excellent service for 9 years and the Board hoped an applicant with similar skills and qualities could be persuadec
to come forward. Indeed, had Puddleducks Limited reapplied for the licence, their tender would have been
favourably considered.

When the licence was put out to competitive tender, the lowest overall bid came from Pure Adventure Jersey Ltd.
The price, averaging £250,000 p.a. over the 5 year term of the contract, exceeded the amount that could be raisec
from paying passengers by around £100,000 per annum.

This came as no surprise to Jersey Heritage. Puddleducks Ltd. had been operating a highly marginal business for
some years. Two applicants submitted tenders, one proposing to purchase the vessels operated by Puddleducks
Ltd., the other buying new vessels. Both needed to achieve a reasonable return on their investment.

Throughout 2007 Jersey Heritage carefully managed the agreement it held with Pure Adventure Jersey Ltd. to
protect Jersey Heritage’s commercia interests. It also sought to recover the losses in 2007 caused by the
operator’sfailures.

Ironically, in recovering its losses Jersey Heritage found itself exposed to the commercial risks it was attempting
to mitigate by employing a private operator. By now Pure Adventure Jersey Ltd. had little remaining financial
capacity to deal with the consequences of a further operational failure. If the business failed at the height of the
visitor season Jersey Heritage faced potential irrecoverable losses of £200,000.

By the end of 2007 Jersey Heritage had concluded it could run a service more cost-effectively and reliably than
Pure Adventure Jersey Ltd. and would not expose itself to any more commercial risks, provided it could purchase
the business at a reasonable price.



In buying the business, Jersey Heritage was able to negotiate a substantial discount on the operator’s 2007 fee.
Undoubtedly, Jersey Heritage’s claim for loss of earnings in 2007 would have been more heavily disputed had it
not agreed to purchase the operator’s business. Jersey Heritage also acquired the residual value of the vessels
which the operator would otherwise have still owned at the end of the contract.

Finally, the price paid by Jersey Heritage to acquire Pure Adventure Jersey Ltd. business needs to be placed in the
context of savings it can expect to achieve. Jersey Heritage can meet most of the annual costs of operating the
service from passenger revenue and advertising. It will have saved most of the £100,000 p.a. in paying a subsidy
to an operator. Jersey Heritage will of course need to service this debt but over a 10 year (minimum) life of the
investment this still represents a substantial saving.

The Board of Jersey Heritage is now confident and pleased that it has finally secured access to Elizabeth Castle
for itsvisitors.
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_ -5 JUL 00
Puddleducks Limited

Hotel Metropole . Ruseville Street . St Helier . Jersey. JEi 4HE . C.L

Tol: 11534 874666 Faxs O[33 G1806G  Fomail: maiF@iscpalaer

Jolin Carter Esq

Tersey Tleritage Trust

3 Caledoma Place

St Helier

JERSEY JT2 3NCG

JAS/GR
30" Jume 2006

Dear John,

‘The Board of Directors of Puddleducks Lid has decided thal this company ne longer factors in
the sencral corporate sirategy and, therefore, wo have decided to make a disposal.

Cuzrenily, we are cxploring two options that are open to us. The firslis Lo sell the vehicles off
the island ¢ one of the many operators around the world that operate this type of vehicles and the
sceand alternative is a local sale.

In advance of any form ol mass marketing, we felt it only appropriate to contact you with a view
w explorng the possibility of whether or not Jersey Herilage Trust is inferested in acquiring the
company with a view to protecting this important service that the DUK Ws provide to the bencfil
of Elizabeth Castle.

Onr decision to sell has been a very difficudl one. However, since owr company’s disposal of
South Picr Shipyard some three years ago, it was inevitable that at some stage Puddleducks
would no Jonger Gt with our portlolio.

‘We should have made this decision to sell a few years ago. We did put it off for 1 while but the
time has now come for us to dispose of our interests or scll the vehictes.

Should Fersey [Teritage Trust have any interest, I would greatly appreciate it if you could cosact
me, a5 it would be my desire to enter mnto a deal with vourselves rather than sell the vehicles.

Yours sincerely,

JONATHAN A SEGAL




T

Jonathan Carter Esg
Dreetor

Jersey Heritage Trust
Jersey Musgum

‘The Weighbridee

51 Hekier

JCRSEY

T2 3NF

JAS/GR

6" September 2006

BPyear Ton,

It iz with regret that | have to inlomm you that 1 have come under wremendous pressure
from my partners in Puddleducks Lid, whe are adamant that they wanl lo scll the
bustness.

1 had hoped (o be able to convince them differeatly but, unfortunately, that does not secm
probable.

As T have mentioned in previous comrespondence, T would prefer to sell the business on
the jsland to ensure a conlinued service to Efizabeth Castic. 1had hoped to porsuade my

partiiers not to sell but thal was 1o no avail and, without at least one of them remaining on
hoard, it will be impossible for Modern Hotels to run the business om ils own.

Thereforc, it is with regret that we have come to this decision to sell, but T hope that you
will understand our reasons.

Yours sincerely,

- [ \
f'! oot A
L”F ;‘f Ly gI,E{.)Q""‘\.\tlfl 3
[ __
\h“‘} —
JCNATHAN A SEGAL
Managing Dircclor

Dietated by Mr ] Sepal & Signed in his Absence

Rusceville Steeet, 86 Belier, jersey JEL 4 HE. Chunneld Islands.
Tel: 01332 RT466G  Fax: 01534 730639 e-mail: maodern @it net

Madetn Hintels iz 8 diwision of the Yodeen Gronp

£p HEE
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APPENDIX 3

Appendix 3: Elizabeth Castle pricing structure

2006 Pricing sfructure

Admission only. Visitor walks to and from
Castle

Adult Walking

Senior walking

Child walking aged 6— 186

Family Ticket (Two adults and two Children)

Children under six, Gold Card and Flash Card:

hotders and Season Ticket holders

Admission and singke or refurn journey on
Puddleducks

Adult Single

Adult Return

Seniar Single

Senior Return

Child Single aged 4-5

Child Return aged 4-6

Child single aged 6-16

Child Return aged 6-16

Family {two adults znd two Children) Single
Family {two adults and twa Children) Returm
*Cream Tea Package Adult

*Cream Tea Package Senior

*Cream Tea Package Child aged 6-16
Gold card Holder Single

Gold card holder Return

Fiashcard holder single

Flashcard hotder Raturn

Season ticket Holder Single

Season ticket holder Return

Children under four

Admission

Puddigducks Prices tcTotal cost to
Ltd Fares  EC visitor

£ £ £

5.40 §.40

460 4.60

460 4.80

15.40 15.40
| Free of charge
3.30 540 .70
5.50 5.40 10.20
330 460 7.90
5.50 460 1019
12.20 free 220
3.30 free 3.30
2.20 460 6.80
3.30 460 7.20
11.00 15.40 26.40
A7.60 15.40 33.00
13.85 13.95
13.15 13.15
8.40 8.40
3.30 free 3.30
5 50 frae 5.50
220 free 2.20
3.30 free 3.30
2.65 free 2.65
4.40 fres 2.40

Free of charge

* Cream tea Package includes retum journay on Puddleduck, Castle admission and lunch
of Cream Tea in cafe. Gives a £3.50 total saving to wisitor.




Appendix 3 {contined}

2008 Pricing Structure

Ldmission Only. Visitor walks to and
from castle

Aduli Walking

Senior walking

Child walking aged € =16

Family Ticket (Two adults and two Children)

Children under six, Gold Card and Flash
Card holders and Season Ticket holders

Admission and single or return journey

on ferry

Aduit Single or return

Senior Single or retum

Child Single or return aged 6-16

Family Ticket {Two adults and two Childran}

Children under six, Gald Card and Flash
Card holders and Season Ticket holders

Admission
Prices

8.00
7.30
5.00
125.00

16.00
.30
700
30,00

Free of charge

** Inclusive Tickets are scld at West Park Kiask and Elizabeth Castle. Admission anly tickets

are sold at Elizabgth Castle. Visitor can p
inclusive ficket and travel on ferry

ay £2 at castle or onboard ferry 1o upgrade o
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JERSEY this day of

e

Wby s D

c ConReoe® 185 esd 23 ockerer 2oaf

AGREEMENT made and enlered inte BY AND BETWELN

JERSEY HERITAGE TRUST (“THT” which expression shall include its successors and

assigns} of the onc part;

ANT

whose registerod oflice is simate at

Jersey (“the Opcrator” which expression shall include its successors) of the other purl.

WHERFEAS:-

)

(B}

889

()

(E)

FEET has the responsibilily of maintaining the premises known ag Elizabeth Casile, St
Aubin‘s Bay, Jersey (“the Castle™) for the benefit of the public of and visftors to the

Island.

The principal means of access to the Cestle Gom the mainland of Jersey is by

amphibious crafl plying between West Park and the Castle {*the Service™).

The Castle s intended to be open to the public between 1% Apeit and 31% October
approximately in each calendar year or such other dutes as JHT may reasonuhiy
determine (“the Season™) and between 10.00 am. and 6.00 pm. on each day during
the Season or such ofher limes as JTIT way reasonably determine (“fhe Opening

Hours™).
JHT requires that the Service is pmvidcd throughout the Season,

The Oporator has agreed fo provide the Service om the terms sel out in this

Agreement.

NOW IT ISHERFBY AGREED:-

The Operator shall operate the Scrvice throughout the Season in aceordance with the

service Tevel set out in Schedule 1 of this Agreement.




b

el

Tn ordar o operate the Sarvice, the Operator shall uiliise lhe Vehicles, detafls of which

aTe sel out in Schodulc 2 of this Agreement (“the Vehiclos™).

The Oueretor shali maintain the Vehicles fu good working order and i1 compliance
with all necessary permits and licences as may he reguired from time Lo e in order
1o operate the Service, and shall be responsible for providing sufficient and properly

trained and licensed staf? For the operation ol the Vehicles.

The Qperator shall ensure that the Vehicles shall al all times during the Opening
Houts be kept clean and tidy, and no simage of any kind {other than noeessary safely
information or notices) shall be displayed on the Vehicles without the express priov
approval of JHT. The Operaior shall display on the Vehicles soch signage as JHT
shall reasonably require adverlising the Castle, all costs in respect of such signagoe

being borne by THT.

Throughout the Season the Operator shall maintain at the shipway at West Dark a
Liosk or oiher point of ssle approved by JIIT (which approval shall not be
unreasonably withheld) in respect of inter alja tickets for the Service and admission

tickets for the Castle.

Tickets both in respect of the Service and also for admission to the Castle shall be
sold at such price as shall be determined by THT from fime o time at its absolute
diseration and the Operator shall (1) account to JHT for all vicket sales revenue and
(b) provide a complete reconciliation of all ficket sales and alse a comprehensive
record of passcngers carried by the Operator on the Service, on 4 [daily / weekdy]

bhasis.

. - - . : . at
The Cperator shall operate the Service tor a period ol five yrars, commencily o1t I

April 2007] and terminating {save as hersinafter set out] on 31 * October 2011,

In considerarion for the Operalor operating the Service in aecordance with the terins
of this Agecement, JIIT shall pay 1o the Operator {i} an annual fee of [£ i
(“the Licence Fee™) payable in eight equal instalments on the first business day of

gach month of Apail 1o November inclusive and (i) a payment of |£ ] for cach




11.

ioumey made by a paving passcnper between the Castle and West Park and vice versa
cammied by the Operatar during the Opening Hours, the Operator o invoice JHT

menthly in arrear.

"The Licence Fee shall be subject to review in the event that THT shall alter or amend
cilher the Opening Hours or the dates of the Scason. In the event that the pariies are
unable 1o agree upon the amount by which the Licence Fee shall be revised, then the
matter shull be referred Lo arbitration, the arbitrator being appoinied by the Chairman

for the time being of the Channcl Islands Branch of the Chartered Institute of

Arbitrators.

JHT shall have absolute discretion as to the amount to be charged in tespect of
admission to the Castle and shall sipulale from time to time the amount to be charged

by the Operator to passengers for usc of the Service.

The Operator shall mainlain in force throughout the term of this Agreement a Public
Liability Insurance Policy with u reputable insurer that will fiully protect the Operator
with a limit of indermnity of not less than £5,000,000 in respect of any one oceurrence.
In addition the Operator shall maintain sppropriate ingurance cover in respect of the
Vehicles with a reputable insurer with unlimited passenger and ihird parly indemnity
cover. 'The Operator shall whenever requested so to do by JHT produoee: a copy of all

and any rclovant policy or policics and receipts in respect of the premium tencwal.

Tn further consideration of the Operator entering into this agreement JHT undertakes
that it shall not during the term of thiz Agreement grant unto any other operator a
[icence to operate any similar service whereby visitors are transported to and from the
Castle during the Season (save as is hereafler excepted). Nothing in this clause shall
prevent T from wsing the coach transport provided by third parly operators for
carTying visitors Lo and from the Castle outside the Opening Hours duning periods of
low tide. It is also acknowledged by the Operator that this clause shall not prevent
JLIT, its servaats, licensess and conlractors gaining access (o the Castle by their own

vehicles or oltherwise than by wtilising the Service conducted by the Operator.




14,

16.

In the event that the Opcrator shall fail, nieglect or refiss to operate the Service other
than on the grounds of (&) safety through weather or tidal conditions or (b} thwough
closvre of the Castle by JR'T, then without prejudice to JHT's might t¢ terminate the
Apreement as hersinafler set out, the Opurator shall pay damages to THT in 2 sun
cquivalent o the higher of (a) the total receipts of THT in respect of admissions to the
Castle on the corespondence day or days in the preceding yvear or (k) the average
dally receipts in respect of admissions to the Castle for the month in which such
failure, neglect or refusal to operate the Service shall occur mudiiplied by the number

oF days doring which the Scrvice shall not be operated.

In the event of a persistent or repeated failure, neglect or refusal of the Operator to
operate the Service other than on the grounds referred to in Clavse 13 ahove, then
JHT shall be entitled 1o tenninate the Aymeement summarily by notice in writing to
the Operator provided that is shall have given not less than 48 hours” written notice to
the Operalor that it considers the Operator Lo be in breach of its obli eations vnder this
Agreement and thereby give the Operator adequatc opportunity to refnstate the
Service. In the event that JHT shall terminate this Agreement in accordance with the
provisions of this clause then the Operator shall be liable to pay liguidated damages (o
THT. The Opcrator acknowledges that the consistent and uninterrupted provision of
the Service is essential to JHT to enablc it to discharge its obligations in respect of the
Castle aud that any failure, negleet or refusal of the Operator (other than on the
grounds contained herein) shail be deemed to constitute a fundamental hreach by the
Operator of this Agrecment notwithstanding that on any instance of such {ailure,
negdect or refusal JTHT may choose to timil ils recourse to damages a3 set out in

Clause 13 hercof.

fn the event that the Operator shall consider that the Service should not he operated on
the grounds of satety duc to weather or (idal conditions, it shall notify THT forthwith
and shail likewise notify JIT forthwith when it is able to restme the Service when it

considers thal 1f 15 safe to do so.

Tn the event that any dispute shall arise between FHT and the Operator as o whether

the Operator was fustified in suspending the Service on the grounds of safely duc to




i7.

18.

weather or tidal conditions, then the dispute shall he referred o-the Jersey Harbowr

Master for adjudication and his decision shall be tinal and binding on the partics.

The Operator shatl use ity hest endeavours to operate the Service in a manner In which
the experience of all passengers using the Service is enhanced In particular the
Operator shall ensure that all its staff are courteous and helpful to members of he
public and approprialely dressed. Whilst the parlies acknowledge that the Service and
the Castle have natural limitations in respect of use by physieally disabled people, the
Operator shall make reasonably appropriate and adequate provision to ensure that as
few people as possible are prevented from using the Service by reason of their

disability.

Mothing in this Agreement shall create the relationship of employer and employee as
hetween JTTT and the Operator amd the Operator acknowledges that it shall at all times
be acting as ap independent contractor. The Operator undertakes to post appropriate
notices {approved in advance by JHT) on the Vehicles, on the Service tickels and at

all points of sale stating that it is the operator of the Service.

IN WITNESS WHERKOV the parties herelo have signed this Agreement in duplicate the

diy and year fvst above written in the presenec of the undersigned witnesses.

SIGNED on behalf of JERSEY
HERITAGE TRUST i the
presence ofi-

SIGNED on behallof

i the presence of:-
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JERSEY this 2v=w day of Decems rer 200 b

AGREEMENT made and cntered into 8Y ANB BETWEEN

JERSEY QERITAGE TRUST (“JHY” which expression shall include its successors and
azsigng) of the one part;
ANE PURE ADVENTURE JERSEY LIMITED whose regisiered office 1s aifuate st [ ]
Jersey (“the Operator” which expression shall iacinde its suceessors) of the other part.

WHEREAS:-

(A} JHT has the responsibility of maintaining the premises known as Blizabeth Castie, St
Anbin’s Bay, Yerscy (“lhe Castle™ for the benefit of the public of and visitois to the

Island.

(B3)  The principal means of access to the Casife from the mainland of Jersey is by

amphibious crafl plying between West Park and the Castle (“the Scrvice™).

(C}  The Castle is intended to be open ta the public between 1% Apnl and 31* Oclober

approximately i each calendar year or such other dales as JH'I' may reasonably

determine (“the Season”) and between 9.30 a.m. snd 5.30 pan. on each day during the

Season or such other times as THT may reasonably determine {“the Opening TTours™).
¢D}  IIIT reguires that the Service i3 provided throughout the Seasan.

(E) The Operator has agreed to provide the Service on the ferms set out in this

Agrecment.

MNOW T IS SEREBY AGREED:-

The Operatar shall operate the Service throughout the Season in accardance with the

service level set out in Schedale 1 of this Agreement.

In order to operate the Service, the Operator shall wilise the Vehicles, details of which

are set out in Schednle 2 of this Agreement (“the Vehacles™).




i

rator s2ali meintein the Vehiclos in sond working order and o compliancs

Tneness as may be requirsd from tme to (ime ir ordsr

wiih alf nccessary penmits and

vl proporly

salficien

o nperate the Sorvice, and shall be responsiale Moo providing

trained und lisersed sttt for the operaticn of the Vehicles.

The Opcrator shait ensure that the Velricles shail at «il tipes during the Opening
Hours b kept clewn and 1idy, and no signage ol sy kind {other {han necessary safory
infarmation or notices] shall be displayed on the Vehiclos without the cxpross prior
approval of JHT. The Operator shall display on the Vehicles such signage as JHT
shall ressonably require advertising the Castle, all cosly in respect of such signage
being borne by JHT {(cther than in respect of the basic paintwork of the Vehicles, the

cost of which shall be boms by the Dperator).

Throngheut the Season the Operator shall maintain at the slipway at West Park a
ldcsle or other point of sale (“the Kinsk™) approved by JHT (which approval ghall not
e wnreasonably withheld) in respect of inter afia tickets for the Service and admission
tickets for the Castle. Throughout the term of this Agreement the Operator shall
maintain the Kiosk at s cost in & good and propsy comdition, and decoratad
(including appropriate signage} in & manner approved with JITT {which approval shall
not be wiressonably withbeld), it being understood that dus and appropriate
prominence shall be given a1 the Kiosk as shall be considsred necessary by FiHT in
prder 1o advertiss ihe Castle and the Service, having regard fo the fact that the Kiosk

shall he the principal poinl of sale of tickets for the Service.

Tickets bath in respect of ihe Service and atso for adamission to the Castle shali be
snld at such price as shall be determined by JHT from fime to fime at its absolure
diseretion and the Operator shall () tbe a¥f reasoanble sieps ko ensure that the Kiosk
is properly steffed in order to sell uskeis for the Service at least throughout the
Openirg Hows daring the Season (b} fzacount w ITTT for all feket sales revenue and
{c) provide a compizte reconciliation of all ticker sales and also a compreliensive

record of passengers caried by the Operator on the Service, on & daily or weekly

bazis {at the dizeretion of JTHT).




=

)

(it)

(i}

(i1)

@

The Operator shall epcrute the Service for a period of ton years commencing

on 1% April 2007 and terminating (save as hereinafter set out) on 31% October

014,

Notwithstunding the provisions of Clause 71), JHT shail be ontitted o
terminate this present Agrcoment by giving to the Operator not feuy than 12

months® prior written notice, which notice shall not expire piior 31

December 2011,

In consideration for the Operator operating the Service in accordance with the
torms of this Agreement, JITI' ghall pay o the Operator an annual fee (“the
Licence Fee™) payable in 12 equal instaliments on the first business day of each
calendar month in accordance with the amounts shown in Schedule 3 of this
Apreement as “Totaf annual cost” and “Toftal manthly cost™ respectively. Tt
being howevor understood that in the cvent that any of the Lease payments
referzed to in the Schedule shall be in a different umount o thoge shown in the

said Schedule, then the “Total annual costs™ and the “Total monthly costs™

shall be adjusted accordingly.

The fwst instalment of the Licence Fee shall be paid on the first
business day of Fanwary 2007 and thereafier monthly as aforesaid, it
being however understood that uniil the Service shall be operational m
accordance with the Service Level set out in Schedule 1 of this
Agreement, JHT shall retain 25% of the monihly instalments, which
retention shall be released (o the Operutor when the Service Level has
been achieved, that iz to say when both Vehicles referred to In

Schedule 2 are operational.

In the event that ihe Operator shall rteasonably meur EBxtraordinary
Expenditure (as hereinafter defined) in operating the Service during any
calendar your, then the Operator shull be entitled o give wrilten notice Lo JTT

no later than one month following the end of the Season Jor that year that il




5 th= Lisemee Fee for the fofiowing vear o be adiusted i order iaaf ihe

I's

Crmeralor ey racover siuch Exracsdiary Expoudire. For the purpess of this

drmary Expendire” means:

Clapse “Kxoan

ersior as a reault

oris

{a) any additional exnenditirs reasenable neurred by the Gp
of a statutory obligaton lmpossd on fhe Operulor in relation 1o the

operation of the Service subseguent fo the comrozmcement of his

Agresiment; or
o) an amount equivalent to X - Y, whore

1} X equals the cost of any expense rsasonzbly mcurred by ihe

Opertor in relation ta the operation of the Serviee during that

vear {excluding Direclors’ salarics amd vehicle maintenance

and repair costs); and

.Y equals the assumed cost of the like expense anticipated to be

(2}

incurred by the Operator in the preceding year as set ouf in

Scheduls 3 inereased by a percentage which is 50% greater

than the pereentags by which the Jersey Retail Price Index

figire fast published immediately prior to the date of the said

notice served by the Operator shall have inereased over the

figure of tha said Index last published prior io the end of {he

preceding year.

Notwithstanding the provisions of this Clause the Operator shail not be entitled o

seive nafice on JH purseant to this Clanse unless the tofal expenses for the relevam

vzar ars or are reasonably antdeipaiod hy (ke Operaior ‘o be at least %ﬁ«ﬂ@‘j mors then *‘i
L= i A \-
L [y Tl

. . =0y N iy
thes I'otal annzal cost for the relevant vear ay sel ozl in Schecule 3 =

Ia the event that the notize reforred to in this Clanse shall be served by the Operator

durirer the last vear of the tern of his Agreement (howsoever arising), tosn any

amount claimed by such potice which shall he desmed to be Exiraordinary
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Expenditure shall be paid by JHT 1o the Operator 1o later than 31 October of the

subsequent year.

{iz) The Licence Fee shail b subject to revizw in the event that JHT shall alicr or

amend either the Opening Hours or the dates of the Ssason.

In the event thut the parties are unablc to agres vpon the amount by which the Licenec
Fee shail be revised or adjusted purseanst o this Clause, then the matter shall be
reterred Lo arbitration, the arbitrator being appointed by the Chaimman for the time

being of the Channel Islands Branch of the Chartered Instituis of Arbitrators,

JHT shall have absolute discretion as (o the amoust to be charged in respect of

admission Lo the Castle and shall stipulate from time to time the amouat to be charged

by the Opcrator o passengers for use of the Service.

The Operator shall maintain in force throughout tha term of this Agreement a Public
Liability Tnsurance Policy with a reputable insurer that will fully protect the Operator
with & limit of indemunity ol not less than £5,000,000 in respect of any one occrence.
In addition the Operator shall maintain appropriate insurance cover in respect of the
Vehicles with a reputable insurer with unlimited passenger and third party indemnity
cover, The Operator shall whenever requested 5o to do by JHT produce a copy of all

and any refevant policy or policies and receipts in respect of the premium renewal.

In frther consideration of the Operator entering into this Agreement JIIT undertukes
that it shall not during the Opening Hours grant unto any other aperator a licence to
aperate any similar service wherehy visitors are fransporied to and from the Castle
during the Season (save as is hereafier excepted). Nothing in this clause shall prevent
JHT from using the coach transport provided by third party operators for carying
visitors to and from the Castic ouiside the Opening Hours during periods of low tide.
It is also acknowledged by the Operator that this clavse shall not prevent JHT, its
scrvants, licensess and contraciors gaining access to the Castle by their own vehicles

or otherwise than by utilising the Service conducted by the Operator.
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i1 e svent fat the Operarar shail 42il, newlecl or refiass o ozoraie the Service othor

than on e weaads of (a) salzry throesh weather or tdel conditians or (k) throash

¥ IR T, then without prejudice to TF'F's right o tearrninate the

ages to THT in @ sum

of tha Cazlls b

Tt a5 hereinarler set oud, (he Operator shal pay dam

Agpecy

equivelant to the higher of {a) the total Teceipts of JHT in respeat of udrmissioes @ the
Crstio on Lhe carrespondencs day or days in the preceding year or {b) the average
duily receipiz n respect of admiszions to the Casile for the month. in which svoh
fadlure, neglect or refsal 1o operate the Service shall oceur rulplied by the rumber

of dags during which the Service shall nel be operated.

In the cvent of a persistent or repeated failure, neglect or refiisal of the Operator o
uperaie the Service other than cn the grounds referred to i Claise 3 above, then
JILT shall be entitled (bzt shall not be obliged) to terminuie the Agreement suonmarily
by natice in writing 1o the Operator provided Lhat iz shall have given not less than 48
fhouts’ written rotice w0 the Opsrater that it considers the Operator to be in breach of

its obligations vnder this Agreement and thereby give the Operalor adequate
apporfunity to reinstaie e Service. Im the event that JHT shafl terminate this
Apreernent in accordanee with the provisions of W clamse then the Operator shall be
liable to pay lienidated damages w JHT. The Operator acknowledyges (kat the
consistent and uninternuipied provision of the Servics is essential lo JHT o enable it to
discharge its obligations in respect ol the Casile and that any faiture, neglect or refusal
of the Operstor {other than on the grounds comtained herein) shall be deémsd o
constintte a fundamental broach by the Operator of this Agreement notwithstznding

that en any mstance of such thilure, neglect or refizsal JHT may cheose to limit ifs

recourse to damages as set ont in {lause 13 hersot,

In the ovent that the Opsrator shall consider that the Sorvice should Lot be operated on
shall notfy JEIT forthwith

tlie grounds of safety due to weatker or lidal conditions,

anel shail Zikewise notidy JHT forthwith when it is gblo to resume the Sorvice when It

considers that 1l 18 safe @ do so.

I the event that :my dispute shall adse between JFIT and the Operator =5 to whether

ihs Oparetor was justified in suspending the Service on fiie grounds oF safety duc ro
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weather or Hdal conditions, then the dispute shall be reteired to the Jersey Harbour

Master for adjudication and his decision shall be final and binding o the parites.

The Operator shall use its best endeavours to operate the Servics in a manner in which
the experience of all passengers wsing the Serviee 15 enhanced.  |n particoiar the
Operaior shall ensure that all its statt are courtcous and helpful to members of the
public and approprialely dressed. Whilst the parties acknowledge that the Service and
the Casile have natural limiations n respect of use by physically disabled people, the
Operator shall make reasonably appropriafe and adequate provision o ensure that as
Tew people as possible arc preveated from using the Service by reason of their

disability.

Nothiny in this Agreement shall create the relationship of emplover and employse as
between JHT and the Operator and the Operator acknowledpes that it shall at all times
be acting as an independent contractor. The Operator undertzkes to post appropriate
notices (approved in advance by JHT) on the Vehicles, on the Service tickets and at

all points of sule stating that it [s the operator of the Service.

N WEITNESS WHEREQF the parties hereto have signed this Agreement in duplicate the

day and year first 2bove writlen in the presence of the undersigned wiinesses.

SIGNED on behalf of JERSEY _
HERITAGE TRUST in  the

2

preschace of- ; ’l . "HL%W

'?ﬁ\} . lf_'/\ D [.:E‘:y’/y/ OV T

//"

SIGNED on  behalf of IRE
ADVENTURE FERSEY

DivIEd ﬂm\;\grese
/

DRt wf

| -SE(.RJ?—TT&_&!EJ Z-zmﬁep

Compony  Stvafs pay
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SCHADULH T

The Servive feve]

A ferry servieo shail operaie between the Castie and the slipway at West Parle during

the Opening Houss ducugkout the Ssason.

'The Operator zhall operate & further service crossing fom West Park to the Castle not
later than 30 minute: ner more than 1 bour bafors the Opening Tours and from the
(astls tn Wesl Park not less than 30 minutes nor more than 1 hour after the Cpening,
Haurs fiar the transporting of JHT, iis conlractors and Heensees 1o and from the Castle,
logether with a reasonable amount of poitable goods and cquipment.

The Operater siull pernit members of staif of JHT fo use the Serviee at any time
during Opeming Hours withont charge,

The Service shall be operated by the Operator uiilising only the Vehicles. In the evont
that the Qperator shall wish to utilise any altemative or additional vehicle it shall first
obtain the written appsoval of JIIT, which approval shall not be unrcasonghly
withpicld providad such replacement or additional vehicles are of 2 similar siandard
capacity and capability.

'The Service shall operate with such frequency as shall be pecsssary to ansure that no
visitor to or firom the Castle is waiting to embark for mors than 20 mimiies.

The Operator shall ensure that the Servics has a capability to diszmbark not less than
200 passengers at the Castle per hour during Opening Hours.

The Cperator shall operale the Scrvice duriag the Season outside the OGpening Hours
(“ihe Bxtra Service™ provided that it shall have received not Jess than ope month’s
prior aatice from JHT. The Notic shall ctipulats the service level required in respect
o the Exiza Service and the time that the Exfra Service is required to commence, it
haing understood that sach service level shall be no more oresous that that set out in

paragraphs 5 and 6 of this Scheduie,

The Cperatar shail be paid ut the howly rate w0 be agreed between the parties for
providing the Exira Service prior (o the comemencement of cach Szason. Tn the event
that the parties shall be unahle to agres suck rate prior to the commencement of tho
relevant Season then the matter shall be refemed to arbiiration in aceordance with the
pravisions of Clause ¢ o the Agreement.




SCHEDULE 2

The Yehicies
‘Type: Arphibious vessel
Mke: Hydra Terra

Registration Number:

Seating Capacity: 51 20 fee wpmaceR
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APPENDIX 6

Senator Mke Vibert
Educstion, Sport & Culture
PO Box 142

5t Saviouwr JE48QJ

and

Senatar Philip Ozouf

Economic Developmeni Department
Jersey Tourism, Liberation Square
St Helier JE1 1BB

26 January 2007

Dear Senator Vibert and Senator Ozouf

Next week we will be releasing the news that the Trust has entered info a new
coniract for amphibious transport to Elizabeth Castle.

The unceriain future of the Puddleducks operation has been a great concern over the
last few years and we are very pleased to have been able to secure a new operator
in Pure Adveniure. The new arrangemenis offer a great deal more security for both
the Trust and the operator ensuring the viability of the Castle as an attraction in the
medium term. We alsc hope that the new vehicles, which are in principie able io
operate on the roads and at night, will create new opportunities {0 extend business at
the Castle.

For your information | 2m enclosing a narrative of the tender process and some
illustrations of the type of vehicle that will be used. We hops that the new service will
be in operation af the start of the season, although licensing requirements may cause
some delay. i you would like any further information on this exciiing development
please dor't hesitate to coniact me.

Yours sincerely

Jonathan Carter

Director

Tel: 633336

Email: jon.carter@jerseyheritagetrust.arg

cc: Rod MclLoughlin and Kevin Lemasney

Enclosures




APPENDIX 7

Fure Acverture jersey Lid
Barneville, Les Grands Yaux,
St Halier, Jersey JE2 FNE

Jon Carter
Jerzay Herftage Trust
Jarsey Museun TEL +AAOTEIE 7Y TS
The Weighbndge WMIOE  +44{0) 7797 771 0050
St '—feiie? ? FAX +140] 1534 874 303
Je.’;ey EMAIL  mfoidm:

o - WER
JE2 INF

Wadnesday, 28 March 2007

Dear Jon,

The purposs of this lstter is to set out a clear and definitive plan of action for delivering an interim
amphibious passengear setvice to lizabeth Castle until our fwo new Hydra Terras arrive in tha island

and ars cleared for service,

The Mew Hydra Terras

Tha latest d=iivery information we have is that the two new Hydra Temras will amive |n Jerssy in July
2007. Based on this information wa believe that we will have them in operation by 1% August 2007,
The wark that we have done in conjunction with out independent surveyors over the fast month with
V3 and the MCA in rzlation fo the proposed interim vessel will definitely spesd the certification

process up onca the vessels arrive In Jersey.

Interim Service

Whilst we are waiting for the new vessels o arrive we have scoured the world market for suitable 2™
hand interim vessals that we can bring in to commence the service. Essentfially we were left with two

opfions:

1} The existing Puddle Ducks: iiially we approached the Puddie Duck owners to see whether
tirey would allow us to higg the vessels off tham so that we may commence the service an
time, We zlso asked whether we could sub contract them to operate the service on our
bzhalf. They categorically sizted that ihesa werg not viable options. The Fuddle Duck owners
are only interested in seling their vessels. As such we had the Puddle Ducks independently
valued by Rex Ward who is based in the UK. Rex has baen responsible for 90% of all DUKW
and amphibious vehicle sales in Europe over the Iast 30 years and so when it comes io
valuations there is nobody better gualified than himself i advice us indspsndently. Rex
irformed us that because the Puddle Ducks can not be ficansed to run on roads they weould
e very difficult to sell. His maximum valuation came ta £42,500 for all three vessels. During
cur negotiations with the Puddie Duck owners we have offered tham £42 500, £50,000 and
just last week £60,000. At no point during our negotiations have they said that anything under
E100,400 woud be acceptad. So with no possibility of us being zble to afford £100,000 to
purchase them and with them categoricafly stating that they will rot hire or sub cantract the
vessels we have to conciude that the Puddie Ducks do not represant a viable opilon

2y 2™ Hand Hydra Terras: We have options to buy anyone of threa 2™ hand Hw':ira Terras rrc'n'
iha USA. Hawng focked through sl the spechications we have opied fo purchasd onz whv*h E

until reeantly was in oparation in the Carichean. Plzase find spme details and, hotas belo

Ansailing, Blo-iarting, Clay Pigeon Shooting. Couasteering, Hovercrafling, Power Boating, Rock Climbing, Sea Kayaking

S

i

wrsads pureEREEY.com




Pure Adventure Jersuy Lid
Barnevitle, Les Grands Vaus,
5t Hefier, Jersey JU2 4MB

TEL #4410 1534 769 1405
MOB  i44i0) 7757 721 050
FAX +44[ri 1J31 .'3;(, B03
E-MAIL ;
WEB ARARAL, r'ur_JE"{Sc‘:’rurr“

VWe are able 1o get the vessal trangported from Brunswick on 16" April arriving in Scuthampton on 24" Anprif,
Once ihe vessalis in the UK we can get it assessed by the MCA which will save us time in arranging them to
come over to Jersey. The vessal can then be delivered down to Portsmouth and shipped acrass to Jersey.
Wz would expect dalivery in Jersey by the 1st week of May. Once In Jersey al] that will be required is a DVS
inspection / regisiraion and for Harbours fo issue us with an nperatlons icense. With driver iraining
complated we should be sbie to commenss pagssengsr oparations by 26™ May.

As the vessel seais 49 passenoers we belisve that we will be able to take 147 people per hour out fo s
castle,

The kiosk will be bullt and operational by the 1% wesk in May allowing us o commenice the service with no
further disruptions.

Contractuzal Payment

Pure Advanture Jersay rernain comimilied to providing what we befieve is the anly long tern affordable
solution to ensuring visitors can sccess Elizabeth Castle at alf states of the tide.,

The delay in amival of the new vessels i= an unfortunate set back we regret. However, in spite of and perhaps
because of the high fevei of unexpected scrutiny that has gone into type and detail of the vessel that we are
proposing o use, we are convinced that Hydra-Temas are the best means of providing this service.

Clasure of the castle and consequent defays in operation of ihe sarvice will mean Pure Adventure Jersey will
not operate this season with the same costs as forecast and cunsequently it is able to pass those savings
onto the JHT. The weekly cost savings can ba spiit into two pefiods as follows:-

31 March to 26 May 2007: £4, 180 per wesk
28 May 2007 anwards: £960 par wesk

Based upon the above. using the current estimated dates of arrival for the new vessels, the saving will amount
to around £42,075 which will be achieved through a proposed reduction in the fees due under the contract
This total saving is calculated as follows:-

31 March o 26 May 2007 (8 weeks):  £33,440
27 May to 26 July 2007 (8 weeks): £8.63¢
Total Potential Saving: £42.078

For the removal of doubt we wouid liks to clarify ihat the cost saving is based upaon
such the weaekly figures make up this proposal. The total savmgs of £42,076 are for & fmorm .
but are based upon the cument existing timaframes. in the insience = full service is pmwrfed ‘sardiér than 26 :
July 20G7 then the deduction of fees by JHT will b2 up to the date that &l service haq cornmisnead. This u.n[!
havi the effect of reducing any overall savings figurs. ;

Alselling, Blo-Karting, Clay Prgeon Shacting, Coestesering, Houercraf't'ng, Fowser Beating, Bock Climbing, Sea Kayaking
T TRW AR (g

friaas

Vi A e IERSEY oo




Pure Adverture Jersey Lid
Barnowille, Les Grands VA,
1. Helier, Jersey IF7 4MB

= Hydra Terra Amphibious Coach MK2

= Dimensions 12,8 ([} ¥ 2.65m {w) x 3.5m (h}
TEL +44{0F1534 T4 165

e 45 Seats

= Great Views — Open Sides MQB #2320} 7797 721 050

= Caomfoitable Saating FAX +441 1534 876 803

- : : - - N EMAIL inleEfpurcERSEY rom
Vehicle has bwo doors at the front, ons on cach side WEB e pLre JERSFY.

Abseifing, Blo-Kartiryg, Clay Pigeon Shooting, Coasteerfry, Hovercrafting, Power Boating, Rock Clirnibing, Sea Kayaking

T R

wonew uire EREEY.Ccom




Pure Advoenture dorsey Ltd
) ) ] Bamanille, Les Grands Vaise,
it is proposed that the savings will be reduced from monthiy f2es a5 follows: St Halier, forsey JEZ 4NB

TEL +44(} 1534 769 145
MO +4a 0] FFIF 721 050
FAX =441 FEIE 874 803
E-MAIL  into@purcl=R5EY com
WER wenanpor e ERSEY . com

 Coniract Payment
£159186
£23 873
£23 873

it is imporiant o emphasisa that the addifional cost of providing temporary arrangements ara being borna
entirefy by Purs Adventure Jarsey and not by the JHT. This cost is not insubstanfial involving a3 it does the
purchase, ransportation and certification of the interim Hydra Terra, Although we expeci ta be able ta recover
some of the purchase price from re-sale it is clear that Pure Adventurs Jersey will suffer some foss.

A sirict interpretation of clause 13 of the agreemant, would aliow the JHT 1o seek compensation based on the
loss of admission incame suffered during the period of closure. The JHT Finance Director has confirmed ithe
lozs of admission income for the pariod based on the level takings for the equivelent periad lasi year 31%
March 1o 26™ May 2006 would have been £30,713. The savings that Pure Adventure Jarsey will pass on to

the JHT exceeds thiz figure by some margin.

[n wiew of the above Pure Adventure Jersey ask the Board to regard the revised propusals as not baing a
fundamental breach of their agreetnent with the JHT and that its revised proposals are accepted.

Additional Assurancas

We have appointed Mark Lockie, an independent Intemafional Marine Surveyor to work on our behalf and
lizise betwean the manuiaeturers and the MCA. We have also heid further discussions with Alan Muir at DS
with regard to registering the vahicles once they arrive inthe island.
Please find anclosed:

1) Email from Alan Muir at DWS

2) Emails from Maik Lackie {Independent International Maring Survayar)

Yours sincarely

Michae! James MSc.
Wanaging Director

Absailing, Elo-Karting, Clay Pigeon Shooting, Coasteering, Hovercraftirng, Power Boaling, Rock Climbing, Sca Kayaking

s o R

WAL TS ERSEY.com
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Nick Danby

From: JERTEMP LIT1 {itemp.lit1 @ogier.com]
Sent: 03 January 2008 10:37

Fer Mick Danthy

Subject: Pure Adventure Jersey Limited

Bear Nick

Thank you for coming to see me before Christmas and for leaving us a capy of your file and the ariginal
agreement.

While the terms of the criginal agreement dated 21 December 2006 required Pure Adventure to provide two
vessels lhroughout the season, which they clearly did not do, it is clear from the comespondence provided that
you agreed a variation to that certainly to 1 August 2007 In my view therefore, you will not bs abls to
complain on tha basis of a repudiatory braach prior to 1 August.

In terms of the events post August 2007, the following seems fo have ocourred -
1.  Confirmation of additional funding by way of loans on 10 August 2007.
2. Correspondence in October 2007 from JHT, seeking to renegotiate the contract.

3. Agreement by the board of trustees on 29 October 2007 to make further loans to Pure Adventure up to
£51405 including a guaranteg in favour of Customs which was confirmed by a lefter to Customs the following

day.

4, Letter of 21 Movember 2007 to Pure Adventure setting out its proposals 1o how the service should run
the following year.

5. Letter of 14 December 2007 from JHT to Pure Adventure saying that the contract has not been
terminated.

While the Istters of 21 November and 14 December dao say that JHT considers that Pure Adventure are in
fundamental breach of contract, the letter of 21 November is an open letter focusing on how the service
should be operational next year and the 14 December |etter notes the agreement has not been terminated bui
instead makes proposals for acquiring the vessels and performing this service itseff for the foliowing year,

| have set out the above because it is putling it at its lowest, far from certain that JHT would successfully
argue a repediatory breach as at today's date.

{ think a Court could therefore conclude that whilst Pure Advenfure were in breach, the approach faken by
Jersey Heritage Trust was 1o find alternative solutions to address the breach.

Furthermors, it should be remembered that in relation to the contract, the abligations ta perform are anly
during the season which runs from 1 April to 31 October or such other dates as JHT may reasonably
determine. The question for the Courts would be whether Pure Adventure were in repudiatory breach for the
season to 31 October 2007 and whether that was a breach that JHT had accepted. In my view there is a real
risk that the Court would say that while thers was a breach, JHT had not accepied that breach but was rather
trying to continue with the contract.

| therefore consider your strategy should be for 2008, unless you can acguire the vessels, is fo require Pure
Adventure to stricy adhere to the lerms of the contract. This would seermn to require the following:-

1. Setting out now thal you require Tull adherence to the terms of the contract for the season (including
specifying any earlier dates you wish the service to start, bearing in mind the timing of Easter this year).
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2. You should spacify your requiraments in relation to the kiosk. Inpariicular clause 5 of the agreement
gives yau the powar to approve the decoration of the kinsk. It does appear however that the agreement does
cordermnplate operators using the kiosk for other services as long as an appropriate prominence is given to the
advertissment of the castle and the service.

3. Any retention withheld will nat be paid unless both services will be operational at the commencement of
the season and you will make retentions at that fime.

VWhat | further suggest is that you also make it clear that you want a commitment that they will perform the
semnvice by 15 January, in aceordance with the terms of the confract, absent any other agresment between the

parties.

As to buying out of the agreement, this agreement operates until the end of 2011 Te. for a further 4 years. The
astimated costs for that are approximately £250,000 per year with the directors salaries being a totai of
betwean £40-45,000 per yaar, {roughly £170,000}. For year 1, these costs wilf nol be exceeded.

I set out the above because tha only profit element within the estimated costs appear 1o be directors fees and
salaries. If therefore you are buying out the contract and assuming all other expenditure, this is the loss of
profit element of any claim you might face. What you will have to argue ta ofiset that claim would be ioss of
profits in 2007 dug to the lower leval of service. What you would have to try and iflustrate compared fo
previous years figures is whether there was less revenue received in 2007 compared lo those earlier years.
You would of course face the argument as to whether this was due 1o decling in toursim numbers generally. |
have nat seen the numbers or evidence of receipts for the castie and cannot sy therefore what number this
might produce. However | assume it is likely to be significantly less than the directors salaries for the next
four years, since otherwise why would JHT be providing any form of subsidy or payment to Pure Adventure.

The other aspect to address either in relation to buying the vessels or buying out to the conlract is use of the
kiosk. From the papers, my understanding is that the kiosk is leased fo Pure Adventure Limited. You would
need scme form of ongoing agreement with Pure Adventure in refation to the operation of the kiosk which
would have to be effeciad into any agreement.

Summary

In conclugion, 1 consider 1o bring a daim based on a repudiatory breach af this stage is onty a claim that |
wrould describe as arguable because it is not clear that Jersey Heritage Trust have accepted that breach.
Jersey Heritage Trust therefore faces either to continue to negotiate a buy out (on a without prejudice basis)
but in my view coupled to a strategy of requiring Pure Adventure to adhere to the terms of the contract.

| would therefore continue to withhold the cumrent retention until that confirmation is received. Strictly
speaking however, the payments due at the beginning of January, less any retention, are payable. The only
justification withholding the full amount wouid be to work out what losses had been suffered by IHT in terms
of lost income for 2007 and then seek to offset that against payments for the early part of 2008 as a
negotiating tactic. In taking such a line you would have to be abie to justify the retention in financial terms ie.
it is needed to recover lost profits. You should also consider the impact it woutd have on Jersey Heritage
Trust’s reputation in terms of adverse publicity, in particular if Pure Adventurs ceased trading. You shouid
therefore be aware that a tough stance might force Pure Adventure into liguidation in any event. This could
enable you to acquire the vessels from the Viscount if they are designed specifically for Jersey, That has to
he batanced against ensuring you can mest the service for this season.

The second option is to, on an open basis, insist on performance of the contract whife continuing to negoliate
a buy out of the contract. That will involve JHT making some form of payment unless it can demonstrate that
the likely profit to be made by the directors aver the next 4 years is less than losses suffered in 2007,

Yours sincerely
Batthew Thompson

Partner
Oqgier
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Appendix 11: Business acquisition costs

Vessel Manufacture

CAMI's price for manufacturing both vessels.

Statutory costs - Import Duly & Driving Vehicle Standards
The bulk of this item (£42,000) relates to import duty paid on the vessels,

Amphibious imports from outside the EC are rated at 16% - one of the
highest rates which apaly to imports.

Shipping costs

Cost of shipping the vessels from New York and transfers from UK pors to
Jersey.

Vessel finance costs

The vessels took over 15 months fo manufacture. Pure Adventure Jersey
Limited used loan finance from Acorn Finance to pay for the vessels fo be
built.

Cost of vessels

Kiosk and Workshops

Fure Adveniure Jersey Limited invested this surn in building and connecting
services o the new Kiosk at West Park.

Acquisition of the residual value of the contract

Pure Adventure Jersey Limited expected profits of at least £200,00C over the

resmaining four years of the contract which had {6 run at the time of the
purchase. It also lost the residual value of the vessels at the end of the

coniract say £150,000.

Total

272

50

17

33

372

20

121

513
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Tertilving Authorily Tor Small Cemmeardal Vessel:

e 2 &iaﬁ‘ Zﬁ&& Peart Assurance House

Duke Strea

Tevistock

PG 0BR

Tal #ad0)1 872 615500, Fax #44{0)1822 §1558%
amail admin@meacal co.ik

Webgite: wwaw.mecal. oo, Lk

Report of Condition

Kame of Vessel:
A) “Charming Mancy”
B) “Charming celfy”

Type of Yessel:
9.4m Length Overall Amphibious Passenger Landing Crafi, for current service between Zifzsheth Gasfie and

the foreshore, 5fHelfer, Jerzey.

Year of build and bulider:
CAM!. . Cool Amphibious Mfng. fno, USA A 2007 8) 2008

Narme of Owner:
FPure Adventure Jarsey Lid, Banmalle, Las Grands Ve, 5t Helier, Jersey /2 4MB

Certification:
Passenger Cartiiicate and Licence, Issued undsr Shipping (Jersey} Law 2002 as amended, A) Vafd 51
101 1/2008, 8) befievead in course of issuanse at this defe

Surveyor:
S Gladish

Date of Survey:
24 25/4/2008

Location/Conditions for Survey:
A) Ashore st aperations! bass, Si.Hefisr B} Ashore in CAF Engineering Workshop, Jersey, and subsequant!y

afioat af La Cofletis, Jerssy

Surveys were canied out principalfy to ascertain that “Ths current condiifon of the vessefs is reasonable for a2
newdy BUilt consiruction of (his tyne (re-sate survayl” es dicaled in poirg 1. of exmafl of 22/4/2008 from M N
Danby of Jersey Herftage Trust, 2t wihoss request these surveys wisre conducted,

The suneys, Wihin the scops requested, were carmad out against sfandards &s would be applied as refevent o
Jersey or MCA smalf commearcial vessa!l coding.

The vessels wore saen in cloan and dry conditich.

Al “Charming Mancy”,

Ceriificalion i force {5 as referenced above, The passanger vesssl surveys baing camfed out by the UK MUA
on kehaff of Jersey Harbowrs, The numbear of persons o be cafed iz fmied fo 32 passengers and 2 crew
Conditions 1 fo 11 s /indicated on the cerifcale appy the opsratfon of the vassal

Examptians , 1 ta 5,28 indicated on the reverse of ths cortiicate ars granted undar the authority of the current
Minister for Econormsic Devalopmert.
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of b nspsopan by ihe approonizte Jerssy authomy for
i3 gRpEct i3 out Lhe Son0e O ThIS survay.

inn EUb S
w and srandards. MITE T

an befslf of Jarsey Harbaurs by MECALUsrsey)l Lid o confivn

R raRuls sdicating comoliznce witlt a smalf margi

A4 sfabffty test was recenfly parloimsd
i FADA Docormant DAR 57

compiEn
Freshosrd mans ars aospied part and siarboarc.

The vessal hull is consiructed in aluminium 2licy. Thers Is no mformation {9 hend concaning design standard
wiilised of any approval Ners-of, nar of son Ay conshuciion Gan

and squipment utifsed, 2. bl materad, srogsiizr and shafing was not sigii

iz

ffarr canceming manng maranss
&,

Mazrkings on sonre alloy mombars where visile indicalsd thaf Hkely specifications uiifised were B8051-1T6577 far
fiat far and AB AS TR B308 8687 T8 for channe! extrusions. TAs woufd indicats that in part ai lesat maring

grads material wes wiised. (Associafed Meat and Lof purnbers were alzo noted]).

Intamar welding was noied to be intemmiltent, which js accaptadlie in prncipal for non-watertight siusture in
most cases, but not mesting a weld-schedufe which would normally meet classifcation sociely standards.
Howaver, nofing the sarvice of the vessal, subjed (v recommended annuz! survey il rmay well prove adsgustz in
sarvice.

There is no acosss fo sids |, under-dack vaid spaces whick it is undersiood sre foarm Fled 28 & damags

stehility measure.

Exfeirial butt wefding was vistially scoaplabls.

Some minor corrnsion markings nored i way of the franaverse sliffeners under the enging transmission
haxipad due to imoossibfity of coimpisie pall coverage due to intennifient waiding. Tivs may nol progress
beyond & mere Swiace marking, Bt recommendsd fo monilor at penodical sunveys.,

Ths Aull is bofad to the Vol road chassis through hvo fongitudina! ot bars weldad to the il boffom plaling.
The infermal structuraf arrangemant supporting this | and the nature of the welding on the inboard side of thase
hars, s not known. [ s recommendsd thal these connactions are subjsct to pariodicd inspections in senice
& 8T arnmial sunsey.

Apart freim observaiions abave, no aramaly noted (o Aull and recf stiucfurs.

Side hulwark gocrs have s&a%s and caichas Which ars not howsver of natinal miating standard, (herefore regular
gttertion shatdd be givah to ensure an effective slendard of malidenance of closing and saaling.

Flexibe window Sids soresns wers fftad along #ie passengsr sealing area which 125 uphofslared sealfig and
15 fitre corpeted in Slesn and lnfact condition.

A bulider's plate is alfixed stating 7 Volvo, 17900Kg foiel, 1- S300Kg, 2- B440Kg  Vefwsz Type FL-2407 The
sigrificancs af this information Is nof fuown,

The propeller, cUiiass beadng, “A” rame and slam (lend appesred in order vl no damags. Mofed ihat the
ruddsr, in comparison io “Charming Beily”, does not have & boffam ciosing piate. {This is nol likely to adversaly

sivact saniea).
Steering gear for iha ruddsr was sean opsraling.
tha sngine is a wrbocharged Velvo D7E, diesel engine, Ser.No. 10358219, stated to devefop 777w at

2300rpm. Tivs and the mad drive frain were seen oparaling. However ihe sheid and propsiler averalion Ware
not witragsed &3 not adoal. Rowsvar vesssl was  subsequsnally roted n amiphibicus cperation. No anomaly

nofed howravar
Craifng /s by air coofed (sohef Wwaler ragizion

Faftery stowsge, 4 of 12v bafteries suppiving 12v and 24v circufis with changs-over switches, is salisfadiory
excepr for same possibie innaveniance for sooess far maintonancs of the fwo fawer bolfanes.




Fus! and “Adblus” tanks are situsted below passenger deck lavel & the exireme starboard quarisr. (See nole
fofaviersg ref valva acoess).

Accessto fuses in the bor noted fonward of ihe gas oparated drivers seal s ditffcull dus fo the cover fastening
arrangamert.

A ftektz, ncluding road vehicle lights ware sean io be working, With the excegfion of the marine stsr dight and
tha lwo supplemantary side, (road) red fignis &l the sterm whare the TGS ars brokan, ’

Yith raspact to Navigation Lights the vesssl has a sfom light and Port end Siarboard sids lights. This does nof
comply with GOLAEGS a3 whie slaaning foht andiar an afl-round white fight would also bz required i any
nlght time uss wes fo s emvisaged { Howsver, oparation between one hour sfter sunsst and one haur befors
siirises i Nt permitted undar the provisos of the current coriicdion).

Safely EquipmenyFesiuras hioted

1 off 30 man Famyman 30 Liferait with * £ emergency pack. Dafe of manwasture 6-05, next service dug 8-08.
This fs in a cradie on the roof with @ Hydrostalic Refease Unit, valid fo 909, with a manual refease option from
the heim postion. {S2e fafer note ref aftarnative sivwage posiion).

1 off Carfey type ficat rated for 14 persons in @ foslt-free cradle . also on fthe roof. {See later nofe ref afternative
stowags position).

4 off circular ffebuoys, (2 with buovant iines, 2 with atdomatic dghts) mounted it fhe cabi.

34 oif Lalizas 70168, SCLAS WG ABBS(17) es amended, rgid adult ifefacksts with reflective tape and whisties
sfowsd under seats, with donning instructions posted at each sesbing row port and starbeard.

3 off Lalizas Possfdon , SGLAS 08 chifdrens iffejackefs are also carniad,

1 off Piastimo Rescue Siing for MOB recovery.

t off manual Munster Sims fire pump with portable sucticn and  discharge hosss fited with strum and jebsoray
nozzle.

2 off § fifre AFFE. 154 1448 Foam and 1 aff 2Kg 134 768 C, Ory Powder fire exiinguishers carmied fonward.

in locker forward are stowed....Cat O Frst aid kit valid to 62071, 2 off portabie waterproof Sitlva 512 VHF sefs. a
road safety “tiangle”, & “working” first avd kit 2 off orange smioks signals valid fa 08/11 and 12 red parachite
flares valid ta 1210

A 18 towdine | ready connected fo the forward fowing eye is ead ko and sfawed in ihe Iocker.

Fort and starboard fire aps or the enging air intakes forward have manual quick releass, as doss the aff flap
for the engine coofing air outiss. . . .

A rerrrate fusl shuf-off is arranged voder 3 covar alt in wihich is also the refease for ithe above air oufist a0, The
fuaf shut- off valve at the fudl tank fs however practically in accessible a8 3 cover has been “pop-rivetted” down
over this fo prevent a fame path In case of ifre. § {s recommendead thaf this cover has a more ready means of
removal to give access fo this vahe and also o sflow inspaction and any maintensrcs of tank connections. (Sae
associgied comment above}.

in the fonverd space there is Fireboy FE24T sxtinguisnzr with auio ar manual releaas, TRIS woold appear fo b
adequale in capactty for the machinery spaces it is intended fo profect, however it is situsted forward of the
conling radigtor, and thus the efficacity of the medivin rapioly covering the main machinery spaces aft of tfis in
case of releass 's open to qussiion

Noted that there is no fire defeclion Ried. This, howsver, may hot be required under the present certification
Fegime.

At anchor | 2pproximately 25Kg stockfess type s sifusfed verficaly bahind the hafmsnran's seat, with 2 locher
containing the attacked 10mm chain and 20mm warp beiow ths seal (Lengihs rrof checked).

A Northstar Explorer 710 O30 VHFE sef is fifted.

A revarsing caimerns 1S fiad,

N.B. The Casta Farry Cpergting Procedures, “On Boerd Safefy Egquipment” saction doas nat mention the
below deck auio/manual engine space extinguisher, and also rafars to 8 4KE Foam exfinguisner whare-as (his
laitar appasrs fo be renlaced by the above 2 K& DF extinguisher.

Bilge purmping consists of 1 off maaual pump at deck leve! forward end 2 off slesiric submersible pumps with
alarms and manua conteol in the angine space, Al fed with sfrume and taling sucticn from e engine spaces

safl
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facionly avcent wi

Flecwica sgwipmsat, nsluding osiim fghis,
acihersss cally noted. in the forward void specs iz Wwzs nafed noi

ta he proienied in way of ike pland in the boffonm platin

Marins Stearing and rudder ndicalor oparaiion wiihegsed.

8} "Clionnitiy Seil”,

The kol oid not bear a Buldsrs plate as for the "Charnmin,
“UIN o, YYETAMOABTESS0287" was affixad on tha pod side of fhe

Naricy”, fiowevsr & plale fsanng the informaion
1 OoEEion.

fhe vessaf was szen i ins workshop of CAF Enginssring Lid. Trniy, Jerssy, Worlk on final installaticn and
commissioning of systerns and placing of aguipment aboerd was SHY fn grogress on 245420043,

inspections wars camiad out as for “Charmsng Nancy” but with the excopiion of wilnessing apsraticn of alf
sysfems and equichent, rumning of sngine, and final check of invanlory and stowags aboard. These aspzds
shoutd be finally similary compifed with and vardifed.

Commenis concaming iniemal welding are o8 for “Chaming Nancy', however posstbly fghizr The
piecattionary recommendation 3ppliss io this vessel afso.

Porrable WHE sefs are Cofirs MR HADEU, 2 off, for this vessel.

Buoyant inas were required for the two fifabunys without iights.

Ths engine is & Valvo DTE, Serfaf mamber 10350467, Flexible Tust fines shoujd be seeured to avord chating
cwer edges of machinary componanls.

it is recommeanded tfat the cuflass bearing housing Hotts to the “A° frame Aave Jooknuts, as alrsady fified oh
"Chanming Naney™

MNoted that on this vassel tha rudder 188 a battor Jasing plate.

Maifces advising of nscessily to maintain waferlighiness of seals of ihe accass pensfs in (Ge botfom "pod” after
replacentent e missing.

The fiferek and Carlay tvpe fioal ave been re-siisd in a cradle/s on tha sfern, gam with hydrosizlic imanual
release and  Foatfree arangement  This is @ measws o reduce the KG valuz lo improve slahilly

charscterisiics,

The aif fire flap refrizval to narmal operaling posifion wes inhibited by onz of the new iiferal rack hofts. This boif
shouid be ot back a5 necessary.

The access o the fap of e tanks and tas fusl shurolf valve is subfer fo same comment as for the “Charming
Maney”

A stabliity tost was subsequsntly parformed on 25/4/2008 on behalf of Jersey Harbours by D Johin Bate of
MECAL{Jarsey) Lid fo confimm comaliance with MCA Oocumert GAN 572 ( wih the alizncance of a WGA
surveyor i R s understood camied ouf the passengsr vessel surveys). (0On fhis daie the vessal was noted
yndenway by the undersigned and atthough further survey nof caried cut |, o anomaly was subsezuendy
reparted). Any ceriifeation subasguantly fsated oz nef been sighisd by the undarsignad.

SENERAL:

it is expaciad that the liferait and Fost repositianing vil similady be canied o for *Charming Narcy”.
¥ is recommeanded that the lifsrait pamter cotfdd better b2 run aleng the roof In, for examols, 2 condult wWis a
"spring ot 0" whith would give readier refsase of the painter than the present smiail cabls lis arrangemen.

Futther Santre of Gravity reducifol eraasures which coud be considsred &
anchor chain and warp in 3 bin i the Forward void space haiow the deck

Slacing s
o ir ihe space thus created, instsad of vertioally.

Sfowin gy the enchor st on s do




Further stabiity and fresdoard enhancament measures could incibde | affer due study, fting sponsons on each
side gt waladine level

it s ungersiood, fom discussion with Jerssy Harbours. inal the Exempions zrs subject to ministedal
endorsament upon renewal of the cartificata. Although for fachnical ressons it is unliksly that this wouwld not
coour, it rermnains sulbject fo the agresment of the ministar at ths fims.

Changes fo uss of the vessel 2 g night iime use. routedares changas may be considered an subryssion of
accaplable NSk assessmznd and safely cass.

It Js understuod, Jrom ke samse zource, that oporation in other gress, 5.0, soaward of fhe Efizabeth Castls
bragkwater, may mal be favouradly constdersd in present sonfiguration due fo sda¥fanaf swefl considarations.

Ewaminer : C_ 5 Gladish Diie @ 23408

NOTES:

Thic swrvey js based on rish Lsing Me #1CA Code for Smalf Commarcial Vesamls se & suide =tendsrd for
Thie report shauid ror be used as e statement of covrdiion of #he vessed & i's equipmrent far any oiber purpose

W= have not inspecfed woodhword or offbac pares of the structure whish sre covered, soecpesed or insccensila and we ars, #Morefore,
wrnable to repart thet any steh pas of #1e sfruchire is fiee from defect

Untess specifficely covored thierc-in, iz repart dase act mply any suiteRiity of dostan or stabifly charscterisrics far itended purposs.

and

Page 5 of 5




APPENDIX 13

P.O. BOX 447
ST. HELIER

JERSEY C.L
TEL: {0534} 4445
FAX: (0534} 4339

=7
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COMMERCIAL MARINE AMFHIBIOUS CRAFT
27 Fehruary 1994,
Hr. Miechasl Tay,
Dircector,
Javsay Museums Sesrvice,

The Weighhridge,
3t. Halier,

Dear Mr. Day,

BE: SALE OF CLASS V1 AWPRIBIOUS CRAFT -MAC 1:

Many thanks fer vour note of the 2Zlst February,

We are putting the machine on the International markst for sala
at sterling £ 195,000,

As part of any sals agrezment, C-MAC would undertake the
following:

1. 217 training of operating personnel.

2. renewal of certification class V1 (day and summer
operation}, and class ¥1 A (night and winter oparation).

C-MAC is the only fully certified swall passsnger ship
currently in the Channel ¥slands which meets the new
survivability criteria on the 1 compartment rule; ie, if the
machine ig holed, it will list no further than 7 degrees. T
has complete sub-division, with & walertight compartments.

Fed

We are also minded this spring to improve the visuazl image of
tiie machinz, hy:

A: putiing a new bow on the craft which would incresass
operating speed, and improve the crafts lines.

R: paint some aof the freebeard area and superstructure to
reduce the impression of heightr.

Finally, we would be prepared to consider the maintenance of
the craft locally, if it wers congidered neceossary.




