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\ v> CONFIDENTIAL 
TO THE PREMIER 
FOR CABINET 

SALE OF MV TROUBRIDGE 

I PROPOSAL 
That t h e Government; 
(a) c a n c e l s t h e c o n t r a c t t o s e l l t he T r o u b r i d g e t h r e e days a f t e r 

f o r m a l N o t i c e of I n t e n t i o n t o r e s e l l , and 
(b) p l a c e s t h e T r o u b r i d g e on t h e open market a f t e r c a n c e l l a t i o n , 

U n l e s s 
( c ) Tamlay L t d , t h e p r e s e n t p u r c h a s e r , u n d e r t a k e s p r i o r t o t h e e x p i r y 

of t h e t h r e e day n o t i c e , t o meet of t h e o r d e r of 80% of the c o s t s 
i n v o l v e d i n h o l d i n g t h e v e s s e l . 

I I BACKGROUND 
1. On 11 August 1987 t h e Government c o n t r a c t e d w i t h Tamlay L t d (a 

s u b s i d i a r y of Gold Copper E x p l o r a t i o n L t d ) t o s e l l the 
MV T r o u b r i d g e d u r i n g t h e p e r i o d 7 September 1987 t o 9 October 
1987 ( s u b j e c t t o n o t i c e ) f o r $405 000. 

2. As t h e d e l a y i n c o m m i s s i o n i n g t h e I s l a n d Seaway e x t e n d e d , two 
Addenda t o t h e c o n t r a c t were agreed i n v o l v i n g e x t e n d i n g the 
d e l i v e r y d a t e a t a c o s t of $3 000 per day, p a y a b l e on d e l i v e r y . 

3. Once t h e t i m i n g of t h e I s l a n d Seaway's c o m m i s s i o n i n g was c l e a r , 
d e l i v e r y was a r r a n g e d - f o r Monday 16 November 1987 ( w i t h the 
$3 000 per day c o n c l u d i n g on 15 November 1987 - a t a t o t a l c o s t 
of $111 0 0 0 ) . 

4. When t h e p a r t i e s met on t h a t day t o s e t t l e the s a l e t h e p u r c h a s e r 
i n d i c a t e d t h a t Seamens Union (SUA) members were s i t t i n g i n on the 
v e s s e l and t h a t i n t h e i r v i e w t h e Government was unable t o 
' d e l i v e r up p o s s e s s i o n ' w h i l e t h o s e members remained on board. 

5. A f t e r c o n s i d e r i n g t h e l e g a l , i n d u s t r i a l and commercial a s p e c t s , 
Tamlay L t d was t o l d t h a t day t h a t t h e Government b e l i e v e d i t was 
a b l e and w i l l i n g t o s e t t l e under t h e terms of t h e c o n t r a c t and 
t h a t i t c o n s i d e r e d t h e p u r c h a s e r t o be i n b reach of t h e c o n t r a c t . 

6. S i n c e t h a t day n e g o t i a t i o n s f o r an a p p r o p r i a t e s h a r i n g of the 
h o l d i n g c o s t s have p r o c e e d e d . 

7. I met w i t h t h e Managing D i r e c t o r of t h e p u r c h a s e r Mr D R e i n h a r d t 
on 23 November 1987. 
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8. F o l l o w i n g c o n s i d e r a b l e n e g o t i a t i o n on h o l d i n g c o s t s and i n the 
absence of a s a t i s f a c t o r y o f f e r , on 23 December 1987 I wr o t e a 
l e t t e r t o Mr R e i n h a r d t i n terms r e q u i r i n g an o f f e r of 80% of the 
h o l d i n g c o s t s . In d e f a u l t , t e r m i n a t i o n of t h e c o n t r a c t was 
t h r e a t e n e d . 

9. No improvement on the o f f e r made has been f o r t h c o m i n g . The b e s t 
o f f e r made c o n s t i t u t e s l e s s t h a n 30% of the h o l d i n g c o s t s , which 
i n t o t a l amounts t o about $8 000 per week. 

10. The p u r c h a s e r has r e c e n t l y i n d i c a t e d p r o g r e s s i n i t s d i s c u s s i o n s 
w i t h t h e M a r i t i m e U n i o n s , but t h e t i m i n g of any r e s o l u t i o n i s not 
c l e a r . 

I l l DISCUSSION 
1. There a r e two o p t i o n s now f a c i n g t h e Government, as f o l l o w s : -

(a) To a c c e p t t h e p u r c h a s e r ' s o f f e r t o meet a s m a l l p o r t i o n of 
th e h o l d i n g c o s t s , and a t t e m p t t o n e g o t i a t e a t i m e l i m i t t o 
ex p o s u r e t o h o l d i n g c o s t s and/or t o reduce h o l d i n g c o s t s 
f u r t h e r . 

(b) To g i v e N o t i c e of I n t e n t i o n t o s e l l and i n d e f a u l t of 
s e t t l e m e n t w i t h i n 72 hours n o t i c e , c a n c e l t h e c o n t r a c t , 
u n l e s s p r i o r t o t h e e x p i r y of t h a t t i m e Tamlay L t d 
u n d e r t a k e s t o meet of t h e o r d e r of 80% of t h e h o l d i n g c o s t s . 

2. 

3. O p t i o n ( a ) has t h e advantage of r e t a i n i n g a committed p u r c h a s e r , 
a l b e i t a t a c o n s i d e r a b l e c o s t t o t h e Government. 
The B r o k e r has a d v i s e d t h a t p r o s p e c t s f o r r e s a l e a r e not 
f a v o u r a b l e . A l t h o u g h t h e A l o r e n S y n d i c a t e have i n d i c a t e d an 
i n t e r e s t , p r e v i o u s d e a l i n g s w i t h t h a t s y n d i c a t e , and the 
f e a s i b i l i t y of t h e i r p r o p o s a l s s u g g e s t a range of r i s k s f o r t h e 
Government i n d e a l i n g w i t h them. 

The c o s t s of h o l d i n g t h e T r o u b r i d g e a r e s e t out i n Attachment C. 
At t h i s s t a g e t h e y t o t a l $56 000 of which Tamlay has o f f e r e d t o 
meet $17 000. 
Tamlay's r e c e n t l e t t e r t o me on h o l d i n g c o s t s s u g g e s t s t h a t t h e r e 
i s l i t t l e hope i n n e g o t i a t i n g f u r t h e r on h o l d i n g c o s t s and a t i m e 
l i m i t . 
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I f t h i s o p t i o n were adopted and s e t t l e m e n t proceeded on 
31 J a n u a r y 1988, f o r example, t h e net revenue from t h e s a l e of 
t h e T r o u b r i d g e would be $231 000, as f o l l o w s : -

$'000 $'000 
405 S a l e P r i c e 

l e s s - $3 000 per day f o r e x t e n s i o n 
of c o n t r a c t (up t o 15 November) 

- h o l d i n g c o s t s net of 
Tamlay c o n t r i b u t i o n 

- b r o k e r a g e 

111 
55 
8 174 

231 
I f s e t t l e m e n t were as l a t e as 31 March 1988 t h e n e t revenue would 
be $191 000. 
C o m m e r c i a l l y , t h i s o p t i o n i s u n a t t r a c t i v e . 
In e f f e c t t h e Government would be meeting c o s t s f o r a p u r c h a s e r 
who i s i n d e f a u l t because i t has not been a b l e t o a r r a n g e manning 
f o r t h e v e s s e l by the s e t t l e m e n t d a t e . 
U n l e s s t h e p u r c h a s e r were t o agree p r i o r t o the e x p i r y of the 
N o t i c e of I n t e n t i o n t o s e l l t o meet of the o r d e r of 80% of the 
h o l d i n g c o s t s t h i s o p t i o n i s not recommended. 
O p t i o n (b)
T h i s o p t i o n f r e e s t h e Government of commitment t o Tamlay L t d . 
The Government would have t o m i n i m i s e t h e damage i t s u f f e r s as a 
r e s u l t of Tamlay's b r e a c h by making r e a s o n a b l e e f f o r t s t o r e s e l l 
t h e s h i p . I t would g i v e r i s e t o an a c t i o n i n damages a g a i n s t 
Tamlay L t d . 
Under t h e c o n t r a c t the Government i s e n t i t l e d , i n the event of a 
b r e a c h by Tamlay L t d i n payment of t h e p u r c h a s e p r i c e t o c l a i m 
f r o m t h e p u r c h a s e r t h e amount of t h e d e p o s i t and of i t s o t h e r 
l o s s e s and expenses t o g e t h e r w i t h i n t e r e s t a t t h e r a t e of 12% per 
annum. 
The advantage of t h i s o p t i o n i s t h a t i t would put p r e s s u r e on the 
p u r c h a s e r t o meet the c o s t s f o r w h i c h they a r e r e s p o n s i b l e or t o 
s e t t l e . 
Under t h i s o p t i o n , b e s i d e s l o s i n g t h e v e s s e l Tamlay s t a n d t o 
l o s e : -

t h e i r d e p o s i t ($40 500) 
t h e compensation of $3 000 per day ($111 000) 
any l o s s on r e s a l e ( e . g . i f r e s o l d f o r $150 000 t h e y would 
l o s e a f u r t h e r $103 5 0 0 ) . 
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I t i s l i k e l y t h a t under t h e c o n t r a c t Tamlay L t d would a l s o stand 
t o l o s e ; 

h o l d i n g c o s t s - t o d a t e ($56 000) 
- f o r a f u r t h e r p e r i o d r e q u i r e d t o r e s e l l 

( s a y u n t i l 31 March 1988, a f u r t h e r $86 000) 

I f t h e Government's l e g a l advantage were t o be s u s t a i n e d , the 
Government would r e c o v e r n e t revenue amounting t o the o r i g i n a l 
s a l e p r i c e ( l e s s b r o k e r a g e ) - $397 000. 
I f t h e l e g a l advantage were not s u s t a i n e d t h e c o s t s t o the 
Government c o u l d be c o n s i d e r a b l e , though they c o u l d be c o n t a i n e d 
u n t i l t h e v e s s e l was r e s o l d . In any e v e n t , t h e Government would 
know whether Tamlay was o b j e c t i n g t o t h e Government's c o u r s e of 
a c t i o n w e l l b e f o r e a second s a l e would be c o m p l e t e d . 
There a r e s i g n s t h a t Tamlay a r e keen t o u l t i m a t e l y a c q u i r e the 
v e s s e l , and t h a t t h e y a r e l i k e l y t o respond t o f u r t h e r p r e s s u r e 
( e . g . Managing D i r e c t o r ' s v e r y r e c e n t p e r s o n a l u n d e r t a k i n g t o 
r e v i e w o f f e r on h o l d i n g c o s t s ) . I f an a c c e p t a b l e o f f e r on 
h o l d i n g c o s t s were f o r t h c o m i n g ( a t l e a s t 80% - r e f l e c t i n g some 
d i s c o u n t i n g f o r l e g a l r i s k ) t h e n t h a t would c l e a r l y be the 
d e s i r a b l e c o u r s e f o r t h e Government. 

T h i s o p t i o n a l s o c a r r i e s w i t h i t t h e r i s k t h a t t h e v e s s e l cannot 
be r e s o l d , though i t does not p r e c l u d e Tamlay L t d from s u b m i t t i n g 
a new o f f e r t o p u r c h a s e . 

5. In summary. O p t i o n (b) i s a t t r a c t i v e n o t w i t h s t a n d i n g t h a t i t 
i n v o l v e s some r i s k . Under t h i s o p t i o n Tamlay L t d s t a n d t o l o s e 
c o n s i d e r a b l y and hence i t w i l l p u t p r e s s u r e on them t o r e c o n s i d e r 
t h e i r o f f e r on h o l d i n g c o s t s or s e t t l e m e n t . 
W h i l e t h e r e i s no l e g a l impediment t o O p t i o n ( a ) , i t would be 
v e r y d i f f i c u l t t o s u s t a i n f r o m a commercial p o i n t of view, 
r e d u c i n g c o n s i d e r a b l y t h e net r e t u r n f r o m t h e s a l e . 
The O p t i o n (b) i s recommended. 
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IV RECOMMENDATION 
That t h e Government; 
(a) c a n c e l s t h e c o n t r a c t t o s e l l t h e T r o u b r i d g e t h r e e days a f t e r 

f o r m a l N o t i c e of I n t e n t i o n t o r e s e l l , and 
(b) p l a c e t h e T r o u b r i d g e on t h e open market a f t e r c a n c e l l a t i o n , 

U n l e s s 
( c ) Tamlay L t d , t h e p r e s e n t p u r c h a s e r , u n d e r t a k e s p r i o r t o t h e e x p i r y 

of t h e 3 days n o t i c e , t o meet of t h e o r d e r of 80% of t h e c o s t s 
i n v o l v e d i n h o l d i n g t h e v e s s e l . 

MINISTER OF TRANSPORT 
B /1/88 
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ATTACHMENT C 

HOLDING COSTS - MV TROUBRIDGE 

A c t u a l l y I n c u r r e d 
t o 4/1/88 
(7 weeks) 

$ 

I f h e l d t o 
31/1/88 

( 1 0 6 / 7 weeks) 

I f h e l d t o 
31/3/88 

( 1 9 3 / ? weeks) 

Watchman ($4 795/week) 33 565 
Power ($600/week) 4 200 
I n s u r a n c e 
16/11/87-30/11/87 $2 959 p.w. 6 341 
fr o m 30/11/87 - H u l l 5 000 

- P & I ($135 p.w.) 945 
I n t e r e s t 
1 3 % of $405 000 - $40 500 
= $911 p.w. 6 377 

52 060 
6 514 

6 341 
5 312 
1 466 

9 891 

93 160 
11 657 

6 341 
10 712 
2 623 

17 699 

TOTAL 
Less Tamlay o f f e r of 

$2 400 p.w. 

56 428 

16 800 

81 584 

26 057 

142 192 

46 629 

C o s t t o Government i f 
Tamlay's o f f e r a c c e p t e d 39 628 55 527 95 563 

NOTE 
T o t a l c o s t s = $111 000 on about 29/1/88 
By t h e end of March t o t a l a c c u m u l a t e d h o l d i n g c o s t s w i l l a p p r o x i m a t e t h e v e s s e l ' s 
s c r a p v a l u e . 
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