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DAVID MACBRAYNE LIMITED 

 
MINUTES OF BOARD MEETING HELD IN THE BOARDROOM AT 

GOUROCK ON WEDNESDAY 17 JULY 2013 AT 10AM 
____________________________________________________________________________________ 
 
Present: Mr D C McGibbon, Chairman 
 Mr M Easton  
 Mr S Hagan  
 Mr N Quirk 
 Ms P J D Stark  
 Mr J Stirling 
 Mr M Dorchester  
 Mr R L Drummond  
   
In attendance:   Mr G Laidlaw, Head of Ferries Unit, Transport Scotland 
 Mr R Hadfield, Scottish Government (Assessor) 
 Mr S A Ure, Technical Director, CalMac Ferries Ltd 
 Mr D Cannon, Public Affairs Manager 
    Mr E W Smith, Head of Contracts (part time) 
    Mr K Devanny, Partner, Pinsent Masons LLP (part time) 
 Mr J McRorie, Senior Associate, Pinsent Masons LLP (part time) 
 Mr N McClure, Programme Manager (part time) 
 Mr C P Paterson, Board Administrator 
 
 
1.   PRELIMINARIES 
 
       Welcome and Apologies for absence 

 
Mr McGibbon extended a welcome to Mr Laidlaw, Mr Hadfield, Mr Ure and Mr Cannon. 

  
Declarations of interest 

 
There were no further declarations of interest, other than those previously made and 
known to all Directors. 

 

2.   MINUTES/MATTERS ARISING 

  Approve Minutes of Board Meeting held on Wednesday 15 May 2013 
 

The Minutes of the Board Meeting held on Wednesday 15 May 2013 were approved. 
 

Matters arising 
 

There were no matters arising. 
 
3.   CHAIRMAN’S REMARKS 
 

[FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of 
Public Affairs)] 

 
Mr McGibbon noted that the Gourock Dunoon Ferry Service Feasibility Study had been 
released the previous day by Transport Scotland and that Mr Ross of Western Ferries had 
issued a statement about the matter. 

 
Concluding his remarks, Mr McGibbon noted that the President of Ireland,                  
Michael D Higgins, would be visiting the Island of Mull on 19 July 2013 and that both he 
and Mr Dorchester would accompany Mr Higgins. 
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4.   GROUP ANNUAL REPORT AND CONSOLIDATED FINANCIAL STATEMENTS 
 
      4.1   Overview 

              Annual Report on Audit Activity 2012/2013. 

             Mr Quirk presented the paper and asked that the report be taken as read, unless any             
            questions arose. 
  

The Board approved the Annual Report on Audit Activity 2012/2013. 
         
 Mr Quirk reported on the Group Audit Committee meeting of 26 June 2013. Mr White,   
 Director, PwC, and Mr Collier, had agreed the internal audit programme and any further    
 proposals for the year were to be brought back to the Committee. 
 Mr Quirk also noted that he and Ms Stark had presented a consolidated checklist to KPMG    

for review.  
Commenting on the Annual Accounts, overall, internal controls remain of a good 
standard, Mr Quirk noted. Restructuring costs and the loss of the Northern Isles contract 
showed as extraordinary items. He also noted that the accounts were now presented in 
the new IFRS format. There was only one exceptional item reported which was the sale of 
a NorthLink Ferries’ asset. With the exception of a dispute with Serco over a list of 
allegedly outstanding work items they were claiming compensation against as part of the 
handover, all other NorthLink Ferries items had been resolved. 
 
The Board discussed the unresolved Serco matter. Mr Hadfield noted that he was 
supportive of the discussion process between the Company and Serco.  

             
Mr Quirk concluded his remarks by noting that KPMG viewed the Group Companies as  

            being well managed, with a good accounting approach. 
          
     4.2   [FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of     

Public Affairs)], the Board resolved that: 
                       a)  Mr McGibbon and Mr R L Drummond be authorised to sign the Financial       

 Statements on behalf of the Company Board and the Boards of all Subsidiary    
 Companies    

                       b)  Mr Dorchester be authorised to sign the Directors' Report on behalf of the Company  
  Board and the Boards of all Subsidiary Companies  
                       c)  Mr R L Drummond be authorised to sign the Management     

 Representation letter on behalf of the Board  
d)  the Annual General Meeting be held in the Ferry Terminal Building, Gourock, on  
     Monday 29 July 2013 
 (Post meeting note; The AGM meeting was rescheduled to Friday 27 September 2013) 

 
 Mr Smith, Mr Devanny and Mr McRorie joined the meeting. 

 
[FOISA Status - Exemption under Section 30 (Prejudice to Effective Conduct of 
Public Affairs)] 

 
6.   CORPORATE STRATEGY (item 6.1 elsewhere)  
 
     6.2   IT Funding paper 
 

Mr Drummond presented his paper, noting that it set out the scope of the IT Investment 
and what the implications would be at the end of the CHFS Contract if the Group did not 
win it. The new IT platform would be maintained as an asset by DML and licensed to 
Group Companies for a market-rate fee. The approach to technology would ensure 
consistency delivered from across the industry.  

 
The Board discussed the intellectual property aspects and the opportunities to the Group. 
Mr Drummond confirmed that the Company could licence the developed technology 
platform to other operators and protect a revenue stream for Scottish Ministers. Mr 
Dorchester noted that the proposal protects this important asset and there is an 
appreciation by Ministers of the value of intellectual property which was not apparent 
during the NorthLink Ferries transfer of assets. [FOISA Status - Exemption under 
Section 30 (Prejudice to Effective Conduct of Public Affairs)] 
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             Mr McClure joined the meeting.           
  
Mr Dorchester introduced Mr McClure. He explained that Mr McClure had been asked to 
give the Board an overview of the current projects. He noted that Mr Drummond had 
requested that an extensive portfolio of projects be undertaken by the IT dept. This had 
resulted in growing competency and skills over the last 6 months.  

   
            Mr McClure noted that the Valiant Business Case (tabled) was an example of how projects       

advance. Driving project management across the business had been hard work but 
progress was encouraging. Project Managers had embedded themselves within the 
business to ensure maximum delivery. The list of key projects reflected those that require 
attention at this stage. Project Valiant had been quoted for by some major IT providers. 

            In respect of Project Titan, Mr McClure noted, the existing technology was obsolete and  
did not fulfil 21st century requirements. Support for the platform would be external, which 
freed up internal resource for other tasks. The Business Case for this project was yet to 
be produced for review by the Board. 

   
            The Board noted the success of on-line ticketing systems by other organisations. 
 
            Mr Dorchester noted that in respect of the projects, Jupiter will provide a lot of tools to   

capture operating processes and Valiant will help build the business. Veritas is very much 
a background tool and will manage data for the CHFS bid information room. Mr Ure noted 
that it brings together a lot of information sources. 

 
             Mr McClure summarised the current business case progress for three major projects: the  

Valiant business case was available now, Titan’s would be available soon, and Orpheus 
was in early assessment.        

         
The Board discussed co-dependency between projects and expected implementation 
costs. Mr Hadfield had noted the number of exchanges on Smart Ticketing and indicated 
that Transport Scotland was supportive of such investments for the good of the Company 
and CHFS ferry operations.   
The Board noted that the Valiant Business case should be reviewed and comments 
returned. 

   
             Mr McClure left the meeting. 
 
   Mr Dorchester suggested that the Board should receive an updated Project List and  

Schedule of Matters. Mr Paterson undertook to distribute these.  
Action 1: Mr Paterson 

 

7.  GROUP REPORTS 
 

Mr Dorchester presented his report. Noting that the meeting was running a little late, he 
asked Mr Drummond to present his report, in view of Mr Drummond having to attend a 
meeting elsewhere. 

 
    7.2   Group Finance Report 
 

Key financial highlights 
 

Mr Drummond noted that expenditure figures were adverse to the amount of [FOISA 
Status - Exemption under Section 30 (Prejudice to Effective Conduct of Public 
Affairs)], which had been spent on the Mv Isle of Arran, and that the operating budget 
would increase as a result of the new Campbeltown route. The budget increase was to be 
ratified by Transport Scotland. 
Other items of note were the harbour dues increases at Uig and Tarbert which had 
increased costs by [FOISA Status - Exemption under Section 30 (Prejudice to 
Effective Conduct of Public Affairs)]. Other variation included a new vessel base case 
to be submitted for Mv Hallaig and an MNOPF deficit funding contribution. 
Noting Argyll Ferries’ performance, Mr Drummond highlighted that while it was broadly at 
break even, it was hoped that it could move into a small profit. 
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Procurement 

 
Mr Drummond noted savings made by the Procurement Dept on items such as catering, 
ropes and paint, which contributed to the business. 

 
Mr Hadfield noted that new vessel costs and Auto Enrolment questions were to be 
responded to in early course by Transport Scotland. 

 
   7.1   Group CEO Report 

 
Mr Dorchester presented his report. 
 
1. Operational Performance and update 

 
1.1 Safety and Environment 

 
Key Incidents 

 
1.1.12   Mv Isle of Arran: stern line parted at Brodick 

 
Mr Dorchester noted that this was the key incident and lessons were learned from it. Ms 
Stark noted that a very robust report had been produced and that the investigation had 
been of a very high standard. She added that crew actions immediately afterwards were 
very praiseworthy. 
 
1.2 Key Business Issues 

 
1.2.3   Muirneag replacement 
     
Mr Dorchester noted that a contingency plan was for the Mv Isle of Lewis to undertake 
two daily and one overnight sailing. A plan was being prepared to deal with this 
potentiality. The Seatrucks option was being investigated and there was a need to speak 
to communities affected, along with briefing the Minister.  
Mr Ure noted that there were three potential purchasers of the Mv Muirneag and that 
owners were reluctant to scrap the vessel in November. 

     
1.2.5   Winter TT submission 
 
Mr Dorchester noted that the Ferries Plan Winter Timetable had been submitted to 
Transport Scotland and the Mv Lord of the Isles would now be available for additional 
sailings.  

 
1.2.6   Winter TT Mv Finlaggan/ Mv Hebrides 
    
Mr Dorchester noted that CalMac Ferries had received a lot of questions about why       
Mv Finlaggan would not be operated on the Uig/Lochmaddy/Tarbert route. 

 
1.2.9   Mv Loch Seaforth     
 
Mr Dorchester noted that Masters had expressed concerns that vessel manoeuvrability 
may have been traded for fuel economy. There were no safety issues – the main concern 
was service reliability in particular weather conditions. 

 
1.2.10   Argyll Ferries 
 
Mr Dorchester noted that there had been a lot of feedback regarding the effect on the 
service of the linkspan refurbishment. It was key to ensure that further works did not 
disrupt the service. 
 
1.2.13   Port staff negotiations   
 
Mr Dorchester noted that there had been resounding acceptance by Port staff of the 
revised pay structure. Both RMT and UNITE had finished negotiations but TSSA had still 
to complete. Mr Dorchester noted that a more efficient roster system was to be 
introduced which would benefit CalMac Ferries’ costs, as well as staff gaining improved 
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working patterns. 
 
1.2.13   Port staff 
 
Mr Dorchester noted that roles had been offered to Marine Managers and this would 
produce a high quality and experienced team. 
 
 
1.4 Our people 

 
Mr Dorchester noted that the position of Interim HR Director was being continued and 
was being supported by three HR business partners. 

 
1.5.8   Auto-enrolment 
 
Mr Dorchester noted that a review process for selecting the preferred supplier was to take 
place today. A paper outlining the proposed scheme would be issued to the Board later. 
 
4. Outlook 

 
Mr Dorchester requested that his list of priorities going forward be taken as read and that 
he would welcome any questions. 
 

 The Board indicated that it would be useful to be furnished with a list of Dinners or Events 
which could be attended so that Board members could take a role as required.  

 Mr Cannon agreed to prepare and issue a list. 
Action 2: Mr Cannon 

 
 Mr Drummond left the meeting. 
 
   7.3   Group Technical Report 
  
 Mr Ure presented his report. 
 
 Update: Mv Isle of Lewis and Caledonian Isles turbochargers 
 

Mr Ure noted that proposals to repair turbochargers had been rejected by the 
manufacturer with there being an insistence that new units be purchased. 
 
Fleet reliability 

 
Mr Ure noted that the average reliability rate had been affected by the Voith routine 
maintenance issue on Mv Loch Shira.  
 
Fuel supply management 
 
Mr Ure noted that the change of fuel supplied to three other vessels had been 
successfully managed, with resultant savings. The fuel change had been arranged for    
Mv Isle of Lewis and was being planned for Mv Hebrides. This should result in a further 
estimated savings of [FOISA Status - Exemption under Section 30 (Prejudice to 
Effective Conduct of Public Affairs)], to the ultimate benefit of Transport Scotland.   
 
Argyll Ferries 
 
Background and options 

 
Mr Ure noted that options had been presented and that a decision needed to be made on 
the preferred solution.  
Mr Ure noted that fitting a bow thruster to the Mv Argyll Flyer would not bring about a 
substantial improvement to reliability and it would also be costly. 
 
The Board asked about the safety of personnel in regard to the turbocharger safety notice 
issued by the manufacturer. Mr Ure noted that a safety exclusion zone had been set up 
which would mitigate the risk. 
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6.   CORPORATE STRATEGY (continued)  
 

   6.1 Business development paper – Gotland and others 

 Mr Ure took the Board through the summary of the current Gotland Ferry operation. 
He noted that the community of Gotland looks favourably on a combined ferry and 
marketing operation to improve the service to the island. The initial bid had to be 
submitted by the end of October 2013 with the service commencing in 2017. 

  
Mr Dorchester noted that this tender is a winnable opportunity. The Swedish Government 
was looking for a new operator to run the services as the current operator appeared to be 
concentrating on other business interests. The opportunity could be worth £1BN over a 
ten year contract term.  
 
Mr Ure noted the existing management experience in the Company of Government 
Contracts and Bank Joint Ventures. He also drew attention to Mr Dorchester’s and          
Mr Drummond’ s experience of raising capital. 
 
Mr Dorchester noted that it would cost [FOISA Status - Exemption under Section 30 
(Prejudice to Effective Conduct of Public Affairs)] to bid and external resource 
would be brought in. Apportionment of the bid cost was being discussed with a potential 
partner, Gotlandsbaten AB, but it was likely to be split ¾ DML/ ¼ G AB. He noted that the 
Swedish group was very well connected. 
 
The Board considered the proposal and was interested in how experience here can be 
transferred to the operation in Sweden. Mr Ure responded that it was expected that 
Swedish staff would be transferred under TUPE regulations to the new operator when the 
current contract completed. Ship management could be conducted from CalMac Ferries as 
a management services contract. Most of the operation would be on-line and there would 
be some local staff. It was unlikely that the existing operator would partner in a bid. 
 
Mr Dorchester explained how awareness of the tender arose. He felt that there was a 
good balance between CalMac’s expertise and local entrepreneurs. Mr Ure noted that an 
MoU had been drawn up.  
 
Mr Hadfield noted the bid timescale and indicated that a JV and bid would require to be 
approved by Ministers.   

  
Mr McGibbon asked the Board to offer opinion. After having further questions answered 
the Board was positive in its support of continuing with the bid submission process.  
 
Mr Hadfield confirmed that the Minister should be happy to support the bid and asked 
what element of risk applied. Mr Dorchester and Mr Drummond stated that they were 
quite clear that there was no financial risk to the bid or the operation. Mr Ure noted that 
the Swedish Government had indicated it would issue a letter of guarantee in relation to 
the contract. 
 
Mr Dorchester noted that whatever the Group bids for, resource is needed. He 
emphasised that he was talking about winning a bid supported by the Board’s appetite for 
it and that it would be a good rehearsal for the CHFS bid. He confirmed that it would be 
resourced properly and would not impact on current business. He added that it was not 
often that this type of opportunity comes along and that it was very encouraging to have 
the Minister’s support for growing the business. 

 
Mr Hadfield confirmed he would be happy to put advices to the Minister towards the end 
of the process. 
 
In conclusion, Mr McGibbon noted that the Board was happy to support the bid in 
principle and looked forward to seeing the business case in due course. 
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8.   ITEMS FOR NOTING 

 
8.1   CalMac Ferries Ltd Board Meeting held on 17 April 2013        

The Board noted the Minutes of the CalMac Ferries Ltd Board Meeting held on    
17 April 2013            

8.2   Argyll Ferries Ltd Board Meeting held on 29 April 2013                      

         The Board noted the Minutes of the Argyll Ferries Ltd Board Meeting held on             
                   29 April 2013 
 
 
 8.3   Group Remuneration Committee Meeting held on 15 May 2013 
         Report by Chairman  

                   Mr McGibbon summarised the main points of interest arising from the         
        meeting, noting that a list of salaries have been distributed to the Board as      
        requested; there had been agreed changes to the bonus scheme; the Company     
        Car Scheme paper was to be distributed to the Board; and a question regarding the  
        position of Company Secretary was still outstanding.  
 

 8.4   Group Safety Committee Meeting held on 26 June 2013              
         
        The Board noted the Minutes of the Group Safety Committee Meeting held on          
        26 June 2013 
              
8.5   Group Audit Committee Meeting held on 26 June 2013     

          
        The Board noted the Minutes of the Group Audit Committee Meeting held on          
        26 June 2013 

 
9.   ANY OTHER BUSINESS 

Mr Dorchester noted that the level of challenge from the Safety team is very pleasing and 
of great benefit to the business. 

  Mr Hadfield noted that there were changes to the National Insurance scheme due. The 
Cabinet Secretary for Finance and Sustainable Growth, Mr Swinney, MSP, was keen on 
fiscal correctness, Mr Hadfield noted, and Transport Scotland was keen to make sure that 
all of the shipping industry was either excluded from, or included in, the scheme. 

 
9.     NEXT MEETING  

 
Tuesday 8 October 2013 – at 10 a.m. in the Boardroom, Ferry Terminal Building, 
Gourock. 
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DAVID MACBRAYNE LIMITED 

 
BOARD MEETING ACTION POINTS 

 
 

 

Board 
Meeting 

Topic 
Action 
No. 

Action Responsibility 

17/07/13 6.2   IT Funding paper 1 

 
To issue an updated Project List 

and Schedule of Matters. 
 

Mr Paterson 

17/07/13 7.1   Group CEO Report  
To prepare and issue a list of 

Dinners and Events 
Mr Drummond 


