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Thank you for your email dated 29 December 2016. You asked:

In accordance with the "Freedom of Information Act 2000" can you please provide full
details of each of the offers received to purchase HMS lllustrious together with a full
explanation as to why the DSA felt these were not suitable in securing a future for her.

| am treating your email as a request for information in accordance with the Freedom of
Information Act 2000 (FOIA). A search for the information has now been completed within the
Ministry of Defence (MOD), and | can confirm that information in scope of your request is held.

In order to provide a meaningful response please note that | have repeated some of the
information that | provided to you in my letter dated 8 December 2016 (reference:
TO2016/0198).

HMS lllustrious retired from service with the Royal Navy on 1 August 2014. In October 2013
the Disposal Services Authority (DSA), part of MOD, announced a competition to seek
innovative reuse bids to retain the ship in the UK, with part or all of it developed for heritage
purposes. This competition was completed in November 2015. Six organisations initially
expressed an interest but only three (Newcastle Gateshead Initiative; Hull City Council; and
ELH Capital Ltd) submitted outline proposals. All three subsequently withdrew their interest.

In May 2016 the DSA launched a second competition to recycle the ship but which included a
caveat to consider further heritage bids; no heritage bids were received. Four organisations
expressed an interest in Recycling and although all four were invited to tender only two
tenders were received (LEYAL; and Simsekler).

These two tenders were evaluated on the basis of highest compliant offer price received and
resulted in this second competition being won by a Turkish company, LEYAL Ship Recycling
Ltd. A contract, worth around £2million, was awarded to that company on 23 August 2016 The
same day the MOD announced the contract award on the Gov. UK website: ¢

https://www.qov.uk/qovernment/news/former—hms-iIIustrious-set-to-sail-on-her-final-voﬁc{e
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On 26 October 2016, the MOD received an outline proposal from a business consortium
(represented by Artis Legal) to purchase the former HMS lllustrious as a heritage asset. The
MOD considered the merits of the outline proposal and concluded that they were not sufficient
to cancel the sale of the vessel to LEYAL. The offer on the table was to purchase lllustrious for
£3 million but this was conditional on meeting a number of price and liability aspects including,
for example, the reasonable costs of reimbursing Leyal and the restoration of equipment which
had been removed from the ship.

With regard to the former, we could not predict what LEYAL might consider reasonable and in
the case of the latter, this would simply be impractical. As part of the decommissioning process
all equipment that was either classified (such as on-board communications) or could be used
to support other MOD platforms or projects was removed. In particular, the ship’s engines were
dismantied early on in the process to provide spares support for in-service RN warships. It
would be almost impossible, and it would certainly have taken a good deal of time, to quantify
the cost of restoring the ship to anything like its original condition bearing in mind Hlustrlous
was a non-operational vessel and had no power or means of propulsion.

In addition, any delay to the departure of lllustrious from Portsmouth would have increased the
risk that ltlustrious would remain in her current berth over the coming winter which would incur
additional maintenance costs for the MOD. These costs, as a minimum, would ensure the
structural, watertight and weather-tight integrity of the vessel as well as providing necessary
security.

On 15 November 2016 the MOD received a second, and rival, proposal from another business
consortium (represented by a member of “Team Britannia’) which the MOD would have had to
treat in an equal and fair way, making some of the conditions suggested by the first consortium
unworkable. Both proposals simply came too late in the process to be properly considered as
viable options.

In summary, the offer from the first consortium was dependent on meeting the reasonable
costs of reimbursing LEYAL if the current sale contract was cancelled, and the restoration of
equipment removed from the ship which the MOD would be unable to achieve. Failure to
complete either of these conditions would jeopardize any sale agreement with the consortium.
The cost of restoration, at MOD expense, would erode and potentially completely remove any
financial advantage to the MOD of accepting the consortium’s offer.

Added to this, each consortium had yet to produce a fully costed, detailed business pian. The
lack of maturity in either offer meant that the MOD could not be confident of a successful
outcome and that to proceed on the basis of the information presented could only be done at
considerable financial risk, irrespective of whether the matter was taken forward as an open
competition or as a private treaty sale. Time was also an important factor; lllustrious needed to
vacate her berth to make way for the arrival of the new Queen Elizabeth Class carriers. .

After three years of actively considering a number of heritage bids and having launched two
separate competitions for the sale of lllustrious, recycling was the only viable option available
and, consequently, the MOD honoured its sale agreement with LEYAL.

As part of your request you asked ‘...can you please provide full details of each of the offers
received to purchase HMS lilustrious...’
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