
 
Minutes 1 

 
DAVID MACBRAYNE LIMITED 

 
MINUTES OF BOARD MEETING HELD IN THE FERRY TERMINAL BUILDING, GOUROCK ON 
WEDNESDAY 19 JANUARY 2011 
____________________________________________________________________________________ 
 
Present Mr P K Timms (Chairman) 
 Mr D C McGibbon 
 Mr C A Robertson 
 Mr I Gillies 
 Mr A M Lynch 
 Mr L B MacLeod 
 Mr N L Quirk 
 Ms P Stark 
 Mr G A Taylor 
 
In attendance: Mr G W McKenzie (Secretary) 
 Mr A Wilson, Scottish Government 
 Mr R D Hadfield, Scottish Government (Assessor) 
 Mr P G Preston, Managing Director, CalMac Ferries Ltd 
 Mr W S M Davidson, Managing Director, NorthLink Ferries Ltd 
 Mrs W Allardes, Managing Director, David MacBrayne HR (UK) Ltd 
 Mr D Cannon, Group Public Affairs Manager 
___________________________________________________________________________________ 
 
PRELIMINARIES 
 
Welcome 
 
On behalf of the Board, the Chairman welcomed Mr Alastair Wilson, Director of Aviation, Maritime Freight 
and Canals. 
 
Declarations of interest 
 
There were no declarations of interest. 
 
MINUTES/MATTERS ARISING 
 
Minutes of previous meeting 
 
The Minutes of the Board Meeting held on 20 October 2010 were approved. 
 
Matters arising 
 
It was noted that all matters had either been closed off or were covered within the Agenda for this 
Meeting. 
 
BOARD AND COMMITTEE APPOINTMENTS 
 
Board appointments 
 
The Board noted the Minister’s valedictory letter dated 2 December 2010 to Dr Sinclair on his retirement 
from office.  The Board also noted Dr Sinclair’s letter of thanks to the Board. 
 
The Board noted the Minister’s letter dated 2 December 2010 confirming Mr Quirk’s re-appointment for 
the 3-year period to 31 December 2013. 
 
The Chairman intimated that he would be considering the proposed changes to the Board structures of 
both CalMac Ferries and NorthLink Ferries in due course and would bring forward proposals to meet the 
June 2011 timescale. 
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Committee appointments 
 
The Chairman intimated proposed changes to the membership of Board Committees as follows: 
 

• Safety Committee – Mr MacLeod to join the Committee as Chair 
• Audit Committee – all Non-Executive Directors except the Chairman to be members of the Audit 

Committee; accordingly Mr Gillies and Ms Stark to be appointed 
 
All these appointments have to take immediate effect. 
 
The Board endorsed the Chairman’s proposals. 
 
Board members’ training 
 
As all Board Members have appropriate experience, there is no immediate need for further training, 
however there is a need for an ongoing training programme which encapsulates the ethos of continual 
professional development. 
 
CHAIRMAN’S REMARKS 
 
MV Helliar 
 
The re-naming ceremony for MV Helliar which took place at Hatson Terminal, Orkney on 17 January 
2011, which the Chairman, Mr Davidson and other DM Group representatives attended, proved to be a 
successful occasion. 
 
[FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of Public Affairs)] 
 
[FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of Public Affairs)] 

 
APPROVALS/POLICY MATTERS 
 
Schedule of matters requiring Board approval 
 
Mr McGibbon explained that, in accordance with best practice in corporate governance, an annual review 
of these Schedules is undertaken.  The Group Audit Committee carried out this annual review at its 
Meeting on 6 January 2011, with both KPMG and PWC present, and were content that the Schedules were 
appropriate for Board approval.  Mr McGibbon explained that the Schedules are also updated as and when 
appropriate in the interim. 
 
After due consideration, the Board formally approved the Schedules as presented. 
 
Group Audit Committee/Terms of reference 
 
Mr McGibbon explained that, in accordance with best practice in corporate governance, an annual review 
of the Group Audit Committee’s terms of reference is undertaken.  The Group Audit Committee carried 
out this annual review at its Meeting on 6 January 2011, with both KPMG and PWC present, and were 
content that the terms of reference were appropriate for Board approval. 
 
After due consideration, the Board formally approved the terms of reference as presented. 
 
Board decisions made by the use of e-mail 
 
The Chairman explained that advice had been taken from McGrigors on this matter.   
 
Whilst amendment of each company’s Articles of Association would be one option, McGrigors had advised 
that it would be in order for Board decisions to be made on the basis of “round-robin” e-mail responses 
where each Director is aware of all the other Directors’ responses and where individual Director’s 
designated e-mail addresses would be deemed sufficient evidence of electronic signature.  McGrigors 
further advised that decisions taken in this way should be ratified at the next Board Meeting of the 
relevant company. 
 
The Board formally agreed that, in relation to “out-of-committee” decisions, the arrangements as 
described should be adopted in all companies within the DM Group. 
 
[FOISA Status - Exemption under Section 33 (Commercial Interests and the Economy)] 
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GROUP REPORTS 
 
Chief Executive 
 
The Chief Executive’s report was noted and a number of matters were highlighted. 
 
Additional freight sailings to Orkney 
 
The announcement of additional freight sailings between Aberdeen and Orkney was made in the course of 
the naming ceremony for MV Helliar; amongst other things, this should produce a significant  
environmental  benefit by removing some of the freight transport from the northern trunk-road network.    
 
Operational performance 
 
The adverse weather experienced in late-November/December 2010 had a detrimental effect on traffic 
carryings and revenue in most categories on both CFL and NorthLink services. 
 
The adverse weather also affected deliveries of marine fuel to vessels; contingency plans for any future 
recurrences are under consideration. 
 
EU disabilities and passenger rights regulation 
 
This regulation needs to be enacted within UK legislation by 2012; the DM Group will contribute to the 
workshops being arranged by the Department for Transport during the implementation process. 
 
CMAL 
 
The person appointed as Harbourmaster by CMAL will take up office in February 2011; arrangements will 
be developed with CMAL to ensure that both companies get the best out of this appointment. 
 
Sunday sailings/Tarbert (Harris) 
 
The company’s approach is to maintain a low-key strategy, with representations being directed to 
Community Councils.  The need for more formal consultation with users and stakeholders is under 
ongoing review. 
 
[FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of Public Affairs)] 
 
Group Finance Director 
 
The Group Finance Director’s report was noted and a number of matters were highlighted. 
 
Financial results 
 
The Group financial results for the 9-month period to 31 December 2010 show a profit before tax of 
[FOISA Status - Exemption under Section 33 (Commercial Interests and the Economy)]; the 
projected profit for the financial year 2010/11 is £3.5m.  Cash balances and net assets at 31 December 
2010 stand at [FOISA Status - Exemption under Section 33 (Commercial Interests and the 
Economy)] and [FOISA Status - Exemption under Section 33 (Commercial Interests and the 
Economy)] respectively. 
 
It is anticipated that dividends amounting to £1.5m and £1m will be paid for 2010/11 by CalMac Ferries 
and NorthLink Ferries respectively.  It now seems unlikely that the Scottish Government will be seeking 
any dividend payment from David MacBrayne Ltd for 2010/11. 
 
The Gourock/Dunoon situation and the deployment of MV Isle of Arran are major considerations for the 
2011/12 financial year. 
 
Freedom of Information 
 
The Group’s freedom of information officer has co-ordinated a response to a complaint lodged with the 
Information Commissioner’s office relating to a request for route-specific financial information for the 
CalMac Ferries network, and we await the Information Commissioner’s response. 
 
NorthLink retail operations 
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Testing of interface links from NorthLink to the Group’s financial systems will be carried out during 
February 2011. 
 
[FOISA Status - Exemption under Section 33 (Commercial Interests and the Economy)] 
 
Group Technical Director 
 
The Group Technical Director’s report was noted and a number of matters were highlighted. 
 
Lifeboat release and retrieval systems 
 
Changes in regulations currently under consideration by the governing authorities will result in a major 
replacement programme, with the likely implementation date for the new provisions being 1 July 2014. 
 
In view of the scale of the work involved , it is planned that once the new regulations have been formally 
approved, a phased implementation programme will be set up. 
 
MV Clansman/crankshaft failure 
 
No progress has been made under the Lloyds’ technical investigation in identifying a definitive reason for 
the problem.  Further investigative work will be undertaken. 
 
MV Finlaggan 
 
The latest forecast for MV Finlaggan entering service is mid-May 2011. 
 
MV Hjaltland 
 
Temporary repairs have been carried out to control the ingress of water to the vessel’s forward bow 
thruster; the permanent repair will be undertaken during the vessel’s 2012 docking. 
 
Managing Director, David MacBrayne HR (UK) Ltd 
 
The report by the Managing Director, David MacBrayne HR (UK) Ltd was noted and the following matters 
were highlighted.   
 
HR reporting 
 
Software will be introduced to improve HR reporting and statistics are being gathered to populate the 
planned reports to the Board.  It is clear that a considerable amount of IT support will be required to 
develop HR systems. 
 
Review of HR policies 
 
The strategic project to review Group HR policies is progressing well, although it is proving to be a 
significant task. 
 
Employee relations and agreements 
 
Efforts are being made to establish better working relationships with the various Trade Unions.  It is 
becoming increasingly clear that many of the employee agreements are not well written and, as a result, 
open to interpretation. 
 
Cases of gross misconduct 
 
The Group’s position on employees’ entitlement in cases of dismissal as a result of gross misconduct has 
been explained to Trade Union representatives.   
 
[FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of Public Affairs)] 
 
Absence management 
 
Close monitoring of individual cases is ongoing and meetings arranged as appropriate with relevant 
managers present.   
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Group Public Affairs Manager 
 
The Group Public Affairs Manager’s report was noted and a number of matters were highlighted. 
 
Islay 
 
It is planned that a joint statement from CalMac Ferries, CMAL and Argyll & Bute Council will be issued to 
provide assurances to the local communities that the service will be maintained throughout the period 
ahead when further major infrastructure works will need to be carried out.   
 
Gourock/Dunoon tender  
 
There is ongoing media interest in the Gourock/Dunoon tender situation. 
 
Northern Isles tender 
 
Early work is underway in preparing for the Northern Isles tender. 
 
Television documentaries 
 
From experience, care needs to be exercised in relation to involvement in television documentaries; the 
policy adopted is to assist where the ferry operation features in the documentary, but not where the ferry 
operation is the subject matter of the documentary itself. 
 
ITEMS FOR NOTING 
 
Group Remuneration Committee 
 
The Minutes of the Group Remuneration Committee Meetings held on 20 October 2010 were noted. 
 
A further Committee Meeting will be held immediately after this Board Meeting. 

 
Group Audit Committee 
 
The Minutes of the Group Audit Committee Meeting held on 6 January 2011 were noted. 
 
Mr McGibbon highlighted a number of matters as follows: 
 

• a number of the outstanding actions relate to HR, however the Committee acknowledged that Mrs 
Allardes needed time to familiarise herself with the issues and, accordingly, she would be invited 
to the next Audit Committee Meeting to give an update on progress with the action points 

 
• on payments to leavers, immediate action has been taken to ensure that, in cases of misconduct, 

no payment in lieu of notice is made 
 
• on expenses, HMRC have agreed dispensations for CalMac Ferries; the dispensation proposals for 

NorthLink are with HMRC awaiting their agreement 
 
• the Committee considered the PWC Report on data security risk and controls assessment in 

relation to payroll and agreed that this was well-presented; the recommendations from the 
Report will be considered by the Executive Directors’ Group and thereafter an action plan will be 
presented to the Committee 

 
• KPMG presented their outline strategy and audit plan for 2010/11, and details of this are included 

in the Committee Minutes 
 
• 5 detailed submissions have been received under the internal audit services tender process and 

the Committee will be progressing this in the coming weeks 
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Group Safety Committee 
 
The Minutes of the Group Safety Committee Meeting held on 13 January 2011 were noted. 
 
Mr Gillies, who acted as interim Chair, highlighted a number of matters as follows: 
 

• a presentation on the Corporate Homicide (Scotland) Act 2007 will be given by the head of 
McGrigors’ litigation team to the Directors’ Group on 7 February 2011 

 
• there were 3 serious incidents reported in the period October to December 2010, [FOISA Status 

- Exemption under Section 39 (Health Safety and the Environment)] 
 

• a comprehensive independent audit of the Safety Management System will be undertaken during 
March 2011 to ensure that proper procedures are in place and are correctly applied across the 
Group;  the audit will also attempt to identify areas where improvements could be made; a report 
will be presented to the Group Safety Committee in due course and thereafter to the David 
MacBrayne Board 

 
• a Health and Safety strategy is to be developed across the Group and will incorporate key 

objectives and targets; this will be supported by a strong and coherent message on Health and 
Safety consistently coming from the Board; the Chief Executive will benchmark progress against 
other similar organisations; the Group Safety Committee will act as the Project Board in taking 
this forward and a progress report will be presented at the next Group Safety Committee Meeting 
and thereafter to the David MacBrayne Board  

 
Group Communications Committee 
 
The next Communications Committee Meeting will be held on 1 February 2011. 
 
Board Meetings 2011/forward look 
 
Mr Robertson said that the setting out of key topics for future Board Meetings not only demonstrated the 
Board’s commitment to good corporate governance, but also assisted the Executive team to plan ahead. 
 
The Board noted the proposals for key topics to be considered at DML Board meetings for the remainder 
of 2011. 
 
CalMac Ferries Ltd 
 
The Minutes of the Board Meeting held on 17 November 2010 were noted. 
 
NorthLink Ferries Ltd 
 
The Minutes of the Board Meetings held on 21 September and 15 December 2010 were noted. 
 
Cowal Ferries Ltd 
 
Gourock/Dunoon tender 
 
The Board noted the paper prepared by Mr Preston. 
 
Mr Preston highlighted that the current Undertaking with Scottish Government expires on 31 March 2011 
and the EU Decision published in October 2009 stated that the tender process for a passenger-only 
service needed to be concluded by 30 June 2011.  The legal advice from McGrigors makes it clear that, as 
matters currently stand, any subsidy provided to Cowal Ferries Ltd beyond 30 June 2011 would constitute 
an illegal state aid, the EU sanctions for which include clawback of the aid.   
 
He also highlighted that, in December 2010, the Scottish Government advised bidders that a date has not  
been set for publication of the invitation to tender and that Scottish Government officials had recently 
been in discussion with the European Commission about competition issues and the procurement 
timetable.  In addition, the company awaits a response from Scottish Government on the Undertaking 
position beyond 31 March 2011. 
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David MacBrayne/Board/19 January 2011 

In relation to the period from 1 April to 30 June 2011, the Board agreed that the Undertaking position 
needed to be regularised.  Mr Hadfield said that he would ensure that this was dealt with by Scottish 
Government as a matter of urgency. 

(Action Mr Hadfield) 
 
In relation to the period beyond 30 June 2011, the Board considered the 3 options set out in the paper, 
and agreed that, given the circumstances and the legal advice received, the most appropriate action to 
take is for the company to give written notice to Scottish Government that it will not operate any services 
on this route beyond 30 June 2011 in circumstances where such services are dependent upon receipt of a 
public subsidy which may be deemed to be illegal state aid.   
 
Rathlin Ferries Ltd 
 
The Minutes of the Board Meeting held on 29 November 2010 were noted.  The dividend was paid in 
December 2010, and the company is now in dormant status. 
 
OTHER BUSINESS 
 
Scottish Government 
 
Mr Hadfield made reference to the recent appointment of Mr Keith Brown MSP as Transport Minister, 
following his predecessor’s resignation. 
 
He intimated that Mr Peter Bald would be leaving the Ferries Division team at the end of February 2011 
and his replacement would be Mr Douglas Ellis.  Mr Preston said that thanks and appreciation were owed 
to Mr Bald for his guidance and assistance given to CalMac Ferries related to the administration of the 
CHFS contract during his period in office. 
 
Mr Hadfield also advised that there would be changes to the membership of the Scottish Ferries Review 
team. 
 
[FOISA Status - Exemption under Section 33 (Commercial Interests and the Economy)] 
 
NEXT MEETING 
 
To be held in the Boardroom, Ferry Terminal Building, Gourock at 10 am on Wednesday 20 April 2011. 


