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Note following Ministerial discussion and policy submission 
 
From: Sent: 5 Dec 2018 18:03  
To: "Minister for Energy, Connectivity and the Islands" ; "Cabinet Secretary for 
Transport, Infrastructure and Connectivity"  
Cc: [Redacted]  
 
Subject: FW: Ministerial Submission - Future Arrangements for Gourock Dunoon 
Ferry Service - 16 Nov 2018  
 
Minister for Energy, Connectivity and the Islands Cabinet Secretary for 
Transport Infrastructure and Connectivity  
 
This note follows my 16 November policy submission (attached for ease of 
reference) and records the outcome of discussions between Mr Wheelhouse and 
ferry policy officials on Tuesday 4 December. During that discussion, the Minister 
confirmed that the currently paused tender for the Gourock Dunoon Ferry Service 
should be cancelled and responsibility for a passenger-only ferry service transferred 
to the Clyde and Hebrides contract on a permanent basis. Upon transfer, CalMac 
would continue to operate the current two vessel half-hourly service under the 
CalMac brand. [Redacted] 
 
[Redacted] 
 
The decision will be announced by means of a Government Inspired Question, a 
press release and letters to the Chairs of the Rural Economy and Connectivity 
Committee, the Public Audit and Post-legislative Scrutiny Committee, the leader of 
Argyll and Bute Council, the leader of Inverclyde Council, Constituency and Regional 
MSPs, MPs, the unions, the Dunoon Gourock Ferry Action Group and the Cowal 
Transport Forum. Follow up meetings will be arranged with key stakeholders. 
 
To mitigate the impact of the announcement, we would state our intention to review 
future passenger vessel requirements, improve passenger harbour infrastructure and 
introduce an e-vehicle car club.  
 
CalMac initially advised that an announcement would have to be made by Monday 
10 December if they were to complete all the necessary arrangements for the 
transfer of the ferry service before the current Gourock Dunoon contract ends. They 
have since advised that although there is very little room for further manoeuvre, an 
announcement by 21 December would still be achievable.  
 
Confirmed Actions  
 
The Minister confirmed that officials should therefore proceed as outlined above, that 
is:  
 
• the currently paused tender is cancelled; 
 • responsibility for a passenger-only ferry service is transferred to CalMac on a 
permanent basis under provisions set out in the Clyde and Hebrides contract; 
 • the service will constitute the current two-vessels operating to a regular half-hourly 
timetable;  
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• following transfer to CalMac, consideration will be given to future passenger vessel 
and service requirements; 
 • the announcement has to be made by 21 December - or earlier.  
 
[Redacted] 
 
[Redacted] 
 
Ferries Unit AMFC 
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Ministerial Submission on future arrangements for Gourock-Dunoon ferry service 
 
Minister for Energy, Connectivity and the Islands                      

[Redacted] 
Ferries Unit  

AMFC  
 

6 November 2018 
 
FUTURE ARRANGEMENTS FOR THE GOUROCK DUNOON FERRY SERVICE 
 
Purpose  
 
1. As noted in TS Finance’s submission of 8 November 2018, this submission covers 
the financial and policy implications of recent 2019-2020 bi-lateral budget discussions, 
specifically the future levels of financial support for the Gourock Dunoon ferry service.  
 
2. The Minister is asked to consider the financial and policy implications, set out at 
Annexes A and B respectively, [Redacted]  
 
3. The Minister is asked to advise which of the [Redacted] options should be taken 
forward for further consideration, as part of the 2019-2020 budget allocation. 
 
4. [Redacted] 
 
Priority – Urgent  
 
5. In the context of budget deliberations, this is considered an urgent submission. 
Furthermore, the current contract ends on 20 January 2019  [Redacted] 
 
Background  
 
6. [Redacted] 
 
7. Audit Scotland published its report on Transport Scotland’s Ferry Services on 19 
October 2017. Audit Scotland recommended that, while the tender exercise is paused, 
Transport Scotland should consider the value for money of providing financial support 
for the route. Value for money was further raised at Audit Scotland’s appearance 
before the Public Audit and Post Legislative Scrutiny Committee on 23 November 
2017, and again at Transport Scotland’s appearance on 1 February 2018. An extract 
of Audit Scotland’s comments is attached at Annex C.  
 
8. At that point in time, there was no indication that the Scottish Ministers would 
consider withdrawing all financial support from the route. Indeed, the Scottish 
Ministers’ continued commitment to the Gourock Dunoon Ferry Service was set out in 
the Government's Programme for Scotland 2017-2018, which stated: 
 
 “……. we will continue with a number of initiatives to further enhance and improve 
Scotland's ferry services, including …………. supporting the town-centre to town-
centre Gourock - Dunoon ferry service ….”  
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9. More recently, the Chair of the Rural Economy and Connectivity Committee wrote 
to the Cabinet Secretary for Transport, Infrastructure and Connectivity on 31 October 
2018. The letter covered the Committee’s pre-budget scrutiny on the strategic 
investment for the Clyde and Hebrides ferry services. It is worth noting that any 
decision to transfer the Gourock Dunoon ferry service to CalMac, under provisions set 
out in the existing Clyde and Hebrides contract, would bring the ferry service into the 
scope of the Committee’s consideration. A copy of the Committee’s letter is attached 
at Annex D and officials will shortly forward a detailed response for the Cabinet 
Secretary’s and your consideration.  
 
Presentation and Handling  
 

10. [Redacted] 
 
Conclusion  
 

11. Budget deadlines are urgent. Also, the current contract ends on 20 January 2019 
and a decision on the future of the Gourock Dunoon ferry service is required by 10 
December 2018 to facilitate any transfer to CalMac. [Redacted] 
 
12. Mindful that 10 December is the latest date by which CalMac can facilitate a 
transfer of the Gourock Dunoon ferry service to the Clyde and Hebrides contract, the 
Minister is asked to consider the financial and policy implications, set out at Annexes 
A and B respectively [Redacted] 
 
13. [Redacted] 
 
[Redacted] 
Ferries Unit 
AMFC 
[Redacted]         16 November 2018 
 
COPY LIST AND ANNEXES BELOW  
 
Cabinet Secretary for Transport, Infrastructure and Connectivity  
Cabinet Secretary for Finance, Economy and Fair Work  
Cabinet Secretary for Government Business and Constitutional Relations  
 
DG Economy  
PS/Transport Scotland Roy Brannen, CE Transport Scotland  
TS Directors 
[Redacted] 
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FUTURE ARRANGEMENTS FOR THE GOUROCK DUNOON FERRY SERVICE 
 
ANNEX A - FINANCIAL IMPLICATIONS  
 
Budget Allocation 2019-20  
 
1. The forecast expenditure for the Gourock Dunoon ferry service for 2019-20 is  
£[Redacted] million. This is based on the existing two passenger vessels operating to 
a half-hourly timetable. The allocation includes the costs of the winter deployment of 
the MV Coruisk, although this is generally viewed as cost neutral, given the reciprocal 
reduction in the costs of the vessel otherwise being deployed on the Clyde and 
Hebrides network. It also includes relief bus arrangements to transfer passengers to 
Western Ferries when the Argyll Ferries service is not operating due to adverse 
weather conditions.  
 
2. It is not possible to predict with full accuracy the financial impact of the proposed 
changes without access to and detailed analysis of complex management information. 
However, estimated headline figures are set out the following table to illustrate some 
of the potential annual costs associated with [Redacted] options covered by this 
submission. [Redacted] 
 
3. [Redacted] 
 
Beyond 2019-20  
 
4. [Redacted]  
 
5. [Redacted] 
 
ANNEX C  
 
– EXTRACT FROM AUDIT SCOTLAND REPORT (PAGE 50)  
 
The specification for the new Gourock-Dunoon contract requires the operator to use 
its own 40-metre vessels, to help improve reliability on the route. If the contract is 
awarded to David MacBrayne Ltd (DML), this will require public sector investment in 
new vessels. While the tender exercise is currently paused, it is important that 
Transport Scotland considers the value for money of providing financial support for 
this route, in the context of:  
 
- the cost of the new vessels. In 2013, Transport Scotland commissioned consultants 
to estimate the cost, which ranged from £3.0 million per passenger vessel to £6.0 
million per passenger/vehicle vessel. In January 2017, DML estimated this could cost 
in the region of £25 million to £30 million per vessel 
 
 - falling passenger numbers since 2007 
 
 - increasing subsidies since 2011 (which are estimated to increase further to £4.2 
million a year at the start of the new contract) - the required £13 million investment in 
Gourock harbour (as estimated in the Ferries Plan) 
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 - the presence of a successful commercial operator on an adjacent route  
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FUTURE ARRANGEMENTS FOR THE GOUROCK DUNOON FERRY SERVICE  
 
ANNEX D – RURAL ECONOMY AND CONNECTIVITY COMMITTEE PRE- BUDGET 
SCRUTINY 
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Cost of vessels 
 
Cost of Vessels In 2013 the MVA report estimated the costs of new vessels as £3 
million for a passenger vessel and £6 million for a passenger/vehicle vessel. For the 
planned commencement of the services in 2019, Transport Scotland estimated the 
passenger vessels to cost between £4 million and £5 million each and the 
passenger/vehicle vessels between £8 million and £10 million. For budgeting 
purposes, the vessels were estimated at £5 million and £10 million respectively. The 
final cost would only be determined on receipt of final tenders. The cost allocation 
methodology for ensuring that there was no cross subsidisation between the 
subsidised passenger service and the commercial vehicle-carrying service was set at 
50% as estimated in the MVA Report. This brought the cost of both the passenger 
vessel and passenger-vehicle vessel within the £5 million estimate. It was this vessel 
specification and the estimated £5 million cost per vessel that informed the Scottish 
Ministers’ decision not to proceed with the G-D tender, not the £25 million to £30 million 
figure quoted by the previous CalMac Managing Director 
 
 
 
 
 
 
 
 
 



 

15 
 

Letter to DGFAG 
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