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DAVID MACBRAYNE LIMITED 
 

MINUTES OF BOARD MEETING HELD IN THE FERRY TERMINAL BUILDING AT GOUROCK,  
ON WEDNESDAY 18 JANUARY 2012 

____________________________________________________________________________________ 
 

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 R D Hadfield, Scottish Government (Assessor) 
 Mr G Robertson, Interim 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, David MacBrayne Ltd 
 Mr C P Paterson (Board Administrator) 

____________________________________________________________________________________ 
 
1. PRELIMINARIES 
 

1.1 Welcome and Apologies for absence 
 
There were no apologies for absence to record. 

 
1.2 Declarations of interest 

 

There were no further declarations of interest, other than those previously made and known to all 
Directors. 
 
2. MINUTES/MATTERS ARISING 

 
2.1 Minutes of previous meeting 
 

(6.4) Minutes of the Group Communications Committee meeting 
 
Mr Gillies noted that he had presented the Minutes of the Committee and not Mr Cannon, as had been 

inadvertently recorded. 
 
With this corrected, the Minutes of the Board Meeting held on 19 October 2011 were approved. 
 

2.2 Matters arising 
 
There were no matters arising to record. 

 

3. CHAIRMAN’S REMARKS 

 
Mr Timms noted that he and Mr Robertson had met with the Cabinet Secretary for Infrastructure and 

Capital Investment, Mr Alex Neil, MSP, and the Minister for Housing and Transport, Mr Keith Brown, MSP, 
at Holyrood on 30 November: a number of matters had been discussed.  [FOISA Status - Exemption 

under Section 33 (Commercial Interests and the Economy)] 
 

Mr Timms further noted that the Non-Executive Directors, other than himself, had a constructive meeting 
with Mr Neil, MSP, held at Holyrood on 11 January.  Mr Hadfield had recorded a verbatim note and 
Mr McGibbon had taken a summarised note of discussions: Mr Neil, MSP, indicated that he intended that 

this meeting should be held annually. 
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Mr Timms commented on the installation of defibrillators at various locations within the CalMac network, 
and suggested that it would be beneficial for CalMac Ferries to publicise when this had been completed.  

Mr Hadfield confirmed that he and Mr Cannon had been in discussions regarding the appropriate date to 
release news of the development. Mr A Robertson emphasised the importance of ensuring that interested 
local community groups were informed and noted that Mr G Robertson was taking a lead in the issue. 
 

Mr Timms advised that he had received 3 letters from the Minister, Mr Keith Brown, MSP, respectively in 

September, October and December, which were critical of some of the responses by the Group, initially to 
Scottish Government requests for information, and latterly to bidders requests, all in relation to the 

Northern Isles Tender: in each the Minister requested assistance in progressing responses promptly and 
complying with his tender policy directives.  Mr Timms indicated that, in consequence, he had had helpful 
discussions with Scottish Government officials about the method of managing and monitoring responses: 

he also noted that, to date, over 300 questions had been received, equivalent to some 200MB of data, a 
considerable amount of information to gather which required the help of a temporary contractor. 
 
The Board went on to discuss various issues related to the Northern Isles tender, examining the question 

of how proprietary systems operated by NorthLink Ferries might properly be transferred to a third party, 
if selected as preferred bidder by Ministers.  In addition, the Board considered the potential conflict of 
protecting the value of Group Companies under the terms of the Companies Act and the plans for the 

continued improvement of operations, possibly to the ultimate benefit of a third party preferred bidder.  
 
In closing his remarks, Mr Timms referred to the forthcoming replacement of those Non-Executive 

Directors who would be reaching the end of their terms of appointment in 2012.  Ministers are currently 
considering the matter: Mr Hadfield noted that Mr McGibbon’s tenure had been approved, in principle, for 
an extension to the end of October. 
 

4. APPROVALS/POLICY MATTERS 
 
4.1 Corporate governance/Schedule of matters requiring approval (p1-3) 

 
Mr McGibbon indicated that Auditors KPMG and PwC had noted the content. 

 

The Board approved the Schedule of Matters. 
 
4.2 Update on Northern Isles Tender (p4-5) 
 

Mr A Robertson presented the paper: he believed that the Board had been very much kept up to date, 
but noted that frequent changes rapidly altered the position.  He noted that the Contract Award Date was 
to be delayed by one week, and pointed out that one consequence of this would be a delay to the 90-day 

staff consultation period.  He further advised that the Scottish Government had recently discussed the 
Northern Isles Tender Lots with the Company and had suggested certain changes to Bid submissions, 
which the Company had accepted. 

 
The Board agreed to delegate its authority to Mr A Robertson or Mr A Lynch, that they may sign certain 
Bid documents as were referred to in the paper at paragraph 3.2. 
 

The Board noted the Northern Isles Tender progress report. 
 
4.3 Review of CalMac Ferries PSC year 4 and  

4.4 ‘Fit to Win’ strategy update (6-41) 
 
Mr A Robertson introduced the two papers and noted that they would be combined to help presentation 

to the Board.  He indicated that no approvals were being sought but that advice and comment would be 
welcomed. 
 

Mr G Robertson tabled a Passenger Revenue Summary for Contract Year 5 to 31 December 2011, which 

included a comparison with Year 4.  He took the Board through the various issues which had had a direct 
consequence on routes’ revenue streams, explaining budget variances and how revenue compared with 
the previous year, noting that individual island business projects and declining passenger numbers had 

variable effects on revenues.  On the reverse of the Passenger Revenue Summary, detailed charts for 
selected routes over a four year period demonstrated the carryings trends, and Mr G Robertson indicated 
how such information could be used to assess what impact the trends would have on the business plan in 

the future. 
 
The Board discussed the Passenger Revenue Summary and much appreciated the level of detail that was 
available. It was agreed that such information was essential to the construction of a sound business plan. 
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Moving on to the ‘Fit to Win’ Paper, Mr G Robertson noted that the paper comprised a wide-ranging 
analysis and assessment of the Group, with a focus on CalMac Ferries, which identified the challenges 

and opportunities that the Group had to consider and address.  It was important to approach new 
challenges from a Group perspective: this would help position the Group to capitalise upon the ferries 
market in Scotland and even further afield.  He further noted that the delivery of lifeline services provided 
a strong basis on which the Group could expand services.  

 

Giving a background to the preparation of the Paper, Mr G Robertson indicated that it would be put 
forward to the CalMac Board for approval as a platform on which to build towards the ‘Fit to Win’ 

strategy.  He added that wider issues which flowed out of introducing the objectives of the Paper could be 
discussed at the next DML Board meeting.  
 

Mr G Robertson noted the importance of building on, and developing, an integrated customer proposition, 
bringing in new Group initiatives to support it.  He recommended that expanding this would be a good 
policy for the Group, which could also be beneficial in other areas of the Group’s operations.  He 
emphasised that, as the CalMac Business was not large enough as a whole to develop economies of scale, 

it was important to apply a Group approach.  Referring to the Customer Intimacy Model, he noted that it 
was a powerful tool highlighting new approaches which could be introduced to improve the customer 
proposition which, combined with operational excellence, could be driven forward allowing customers’ 

expectations to be met. 
 
In addition, Mr G Robertson drew the Board’s attention to proposed cost reductions, which he saw as 

being a very difficult challenge to achieve, as well as operations activity proposals.  He also referred to a 
phase of proposed projects which he was keen should be in place by the end of the year to benefit 
CalMac Ferries and the Group.  
 

Mr Timms noted that the Paper was a major piece of work, the contents of which needed to be absorbed, 
and he indicated that Non-Executive Directors would subsequently be examining and discussing its 
benefits to the Group.  He was confident that the thrust of the Paper would enjoy the Board’s support. 

 
The Board then discussed the Paper and its potential effects. 

 

In bringing the discussion towards a close, Mr Timms indicated that the Paper provided a basis for a 
strategy, and that a Business Case should be drawn up for presentation to the CalMac Ferries Board.  Mr 
A Robertson, supporting Mr Timms’ remarks, agreed that the Paper could be a Draft Strategy for 
discussion between Mr G Robertson and the Non-Executive Directors in early course. 

 
Mr Quirk left the meeting. 
 

The Board thanked Mr G Robertson for his effort in producing such a wide-ranging Paper.  
 
4.5 Group Audit Committee/Terms of reference requiring approval (p42-45) 

 
It was noted that, contrary to the introductory note, there was no amendment to be made. 
 
The Board approved the Group Audit Committee Terms of Reference. 

 
5. GROUP REPORTS 
 

5.1 Chief Executive (p46-49) 
 
Mr A Robertson introduced his report.  He noted that the proposed alteration to the Rebate Scheme by 

the Scottish Government was being contested by hauliers in the Stornoway area.  It was also noted that 
during the NorthLink Ferries overhaul period, a relief vessel would not be chartered, following a decision 
by Ministers to that effect. 

 

Mr A Robertson noted that the contract for the Strathclyde Passenger Transport route between Gourock 
and Kilcreggan had been awarded to Clydelink Ltd, which would start on 1 April 2012.  
 

In respect of the Scottish Government’s Draft Ferries Consultation Plan, Mr A Robertson indicated that a 
review would be undertaken and comments on the plan submitted to the Government in due course. 
 

The Board noted the Chief Executive’s report. 
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5.2 Group Finance Director (p50-55) 
 

Mr Lynch introduced his report. 
 
DML Budget 
 

Mr Lynch noted that the revised base case submissions had yet to be submitted to the Scottish 

Government. 
 

Key Numbers – Comments 
 
[FOISA Status - Exemption under Section 33 (Commercial Interests and the Economy)] 
 
P/L, Balance Sheet, Cash Flow 
 
Mr Lynch noted that he would be approaching the Scottish Government to seek agreement regarding an 

offset proposal.  
 
Additional – ONS Classification 

 
Mr Lynch advised that he met with Mr David Dow and Mr Derek Glover, Mr Dow’s successor, in order to 
clarify what the effect of the re-classification of the DML Group by the Office of National Statistics would 

have on the Group.  He highlighted a number of specific consequences and the mechanism for 
determining re-classification: 
 

1. a) the control of an organisation by a Government Dept, 

    b) the ratio of commercial income to subsidy, 
2. differing budget rules applicable between HM Treasury and the Scottish Government that 

determine DML’s expenditure and revenue reporting, 

3. additional administrative requirements relative to Capital Expenditure and other elements, 
including Dividend treatment. 

 

Mr Lynch indicated that he expected to receive a Draft ONS Classification Report by Mr Dow from the 
Scottish Government Finance Dept and would circulate a copy of it. 

Action 1: Mr Lynch 
 

Post meeting note: Mr Lynch circulated a copy of the Draft ONS Classification Report to the 
Board on 24 January. 
 

Mr Timms welcomed the appointment of Mr Glover, having regard to his experience and knowledge which 
had helped the ready acceptance of previous ferry tender financial proposals. 
 

Mr Lynch indicated that, when the final version of the ONS Paper was issued, he would also circulate that.  
It was likely that this would take place in March. 

Action 2: Mr Lynch 
 

The Board noted the Group Finance Director’s report. 
 
5.3 Group Technical Director (p56-58) 

 
Mr Taylor introduced his report.  
 

Improved Vessel Maintenance Strategy 
 
Mr Taylor indicated that the plan to improve the Maintenance Strategy sought to bridge the current gap 

between 99.8% reliability and 100% reliability.  
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Fuel 
 

Mr Taylor noted that, in respect of both subjects of Sulphur Content and Climate Change, the combined 
financial effect of changes to legislation could potentially cost Group Companies more than [FOISA 
Status - Exemption under Section 33 (Commercial Interests and the Economy)] extra per 
annum, were the changes to be implemented. 
 

The Board noted the Group Technical Director’s report. 
 
5.4 David MacBrayne HR (UK) Ltd (p59-62) 

 
Mrs Allardes presented her report. 
 

Crewing project 
 
Mrs Allardes noted that further work on the project had revealed an adjustment to the indicated savings 

figure, but that it remained very significant.  It would, she said, still be possible to absorb some staff 
from NorthLink Ferries’ Crewing Company into CalMac Ferries’ Crewing Company if, as and when they 
became available for transfer.  Mrs Allardes emphasised that David MacBrayne HR (UK) was very willing 
to support the ‘Fit to Win’ strategy.   

 
NorthLink  
 

Mrs Allardes noted that the process of updating agreements to address old contracts was continuing 
successfully. 
 

The Board noted the Managing Director’s report. 
 
5.5 Group Public Affairs Manager (p63-64) 
 

Mr Cannon noted that managing the Public Affairs of Argyll Ferries continued to be time-consuming, with 

the slightest delay to sailings resulting in numerous calls from media sources.  He also noted that a new 
Dunoon Ferry Action Group had been created but as yet there was no progress to report. 
 

Mr Timms commented that safety of the operation was the number one priority and that it was important 
to carefully manage incidents which drew disproportionate attention. 
 

Mr Cannon commented that the new approach of issuing weather warnings had been very well received 

and he had been advised by many sources that it was appreciated by customers.    
 

The Board noted the Group Public Affairs Manager’s report. 
 

6. ITEMS FOR NOTING 
 
Board Committees 
 

6.1 Minutes of Group Safety Committee Meeting (tabled) 
 
Mr McLeod presented the Group Safety Committee’s Minutes.  He was pleased to note the increase in the 

number of Near Miss reports being submitted.  
 

He commented on the Passenger Access System difficulties at Craignure and the robust measures put in 
place to ensure passenger safety continues during disembarkation or embarkation via the car deck. 
 

Mr McLeod noted that matters regarding the installation of defibrillators at various locations had 
progressed. 
 

The Board noted the Minutes of the Group Safety Committee Meeting. 

 
6.2 Minutes of Group Audit Committee Meeting (tabled) 
 
Mr McGibbon presented the Group Audit Committee’s Minutes. 
 

Mr McGibbon noted that various reports had been laid before the Committee and discussed, with actions 
agreed where necessary.  He referred to the Schedule of Matters which was also discussed, and which 
have already been presented and approved by the Board elsewhere at this Meeting. 
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The Board noted the Minutes of the Group Audit Committee Meeting. 
 

6.3 NorthLink Ferries Limited (p65-69) 
 
Managing Director’s report – Stakeholder engagement 
 

Mr Hadfield noted that, contrary to the minute recorded, the stakeholder did not cancel the proposed 

meeting referred to, but that the Council had asked for a rescheduled date. 
 

The Minutes of the Board Meeting held on 16 November 2011 were noted. 
 
7. ANY OTHER BUSINESS 

 
CalMac Pension Scheme deficit 
 
Mr McGibbon noted that the interim Scheme Valuation report had been produced in December and it 

indicated that the Scheme deficit had increased as expected.  However, whilst the Scheme Triennial 
Valuation was due in April 2012, a different outcome could be possible.  In any event, a review of the 
liabilities would be carried out, and a deficit recovery plan put together and submitted to the Pensions 

Regulator for approval.  Mr McGibbon added that, at a recent National Association of Pensions Funds 
Seminar, he had met the Executive Director for Defined Benefit, Mr Stephen Soper, from The Pensions 
Regulator.  Mr Soper had indicated that The Pensions Regulator recognised the challenges for Companies 

with Pension Scheme Triennials in 2012 and that consideration would be given to proposed alternatives 
to cash injections into Schemes. 
 
Board Meeting Quorum structure 

 
Mr Timms indicated that he would issue a Paper in respect of the matter. 

Action 3: Mr Timms 

 
Group Remuneration Committee 

 

Mr A Robertson noted that the terms and conditions for the appointment of the new Group Finance 
Director had been agreed and a note recommending that the Board approved the terms would be issued 
in due course.  
 

9. NEXT MEETING 
 
To be held on 18 April 2012 at 10 a.m. in the Boardroom at the Ferry Terminal Building, Gourock. 

 
 
 

 
 
................................ 
Chairman 

  


