
TIC/S3/08/6/A 

 
TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 

 
 

AGENDA 
 

6th Meeting, 2008 (Session 3) 
 

Tuesday 18 March 2008 
 
The Committee will meet at 2 pm in Committee Room 2 to consider the following 
agenda items:   

1. Inquiry into Ferry Services in Scotland: The Committee will take evidence on 
its inquiry into ferry services in Scotland from— 

 
 James King, Passenger View Scotland, and Roderick McLeod, Mobility 

and Access Committee for Scotland;  
 

and then from— 

Phil McGarry, Regional Organiser, RMT, Paul Moloney, Assistant General 
Secretary, Nautilus UK, Stan Crooke, Regional Organiser, TSSA, John 
Docherty, UNITE and Stephen Boyd, Assistant Secretary, STUC; 

and then from— 

Peter Williams, Commercial Director, First Scotrail and Marjory Rodger, 
Director, Confederation of Passenger Transport UK. 

2. Subordinate Legislation: The Committee will consider the following negative 
instruments— 

 
The Road Works (Inspection Fees) (Scotland) Amendment Regulations 
2008 (SSI 2008/43); and 
 
The Water and Sewerage Services Undertaking (Lending by the Scottish 
Ministers) Order 2008 (SSI 2008/44). 

3. Petition: The Committee will consider PE894 on the provision of rail services 
between Inverness, Thurso and Wick.  

Steve Farrell 
Clerk to the Committee  

Room no T3.40 
Tel no: 0131-348-5211 

Email: steve.farrell@scottish.parliament.uk
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Scottish Parliament’s Transport, Infrastructure and Climate Change 
Committee 

Inquiry into Ferry Services in Scotland 
 

Response by the Confederation of Passenger Transport UK  
For Evidence Session 18 March 2008 

 
The Confederation of Passenger Transport UK (CPT) is the trade association for 
bus, coach and light rail.  Our members operate approximately 95% of the 
Scottish registered bus service network and also include most of Scotland’s well 
known coach operators.   
 
CPT welcomes the opportunity to give evidence today to the Transport, 
Infrastructure and Climate Change Committee’s Inquiry into Ferry Services. 
 
CPT believes that for both resident and tourist use of public transport has to be 
made as simple and reliable as possible if we are to retain existing passengers 
and achieve modal shift. 
 
CPT supports integration of services across modes, through ticketing initiatives 
and readily available, accurate, all modes transport information. CPT has been 
heavily involved in the Transport Scotland smartcard implementation programme, 
and supports the development of through ticketing initiatives. 
 
Tourism is the main business of the islands.  As a director of the Scottish 
Tourism Forum, umbrella body for the tourism businesses, I strongly support the 
50% growth target. To achieve this, added value has to be added by all sectors 
involved in tourism to encourage longer and repeat visits. 
 
In preparation for today’s session, CPT asked members for their views on the 5 
specific questions – and their responses are recorded below.  
Questions asked: 
  

• Ferry Routes – how useful are current ferry routes and what potential is 
there for new routes 

 
Reinstate the Campbeltown-Ballycastle ferry.  New STAG appraisal currently 
underway.                                                                                  
[Source: West Coast motors (includes Oban & District)] 
 

• Frequency and timetabling of services – are ferry services run at times 
which are convenient to ferry users? 

 
CPT has no evidence to submit  
 



TIC/S3/08/6/2 

 2

• Capacity – is there sufficient capacity on routes to meet the requirements 
of ferry users? 

 
1.  The Oban – Mull and Kennacraig – Islay ferries do suffer capacity problems at 
certain times during peak season     
[Source: WCM] 
 
2.  Caledonian MacBrayne Oban-Craignure service: 
Most of the summer is bulk/ pre-booked by Highland Heritage and Lochs and 
Glens – which leaves little availability for other tour coach capacity. 
If the new system eventually allows additional peak season sailings on that 
popular route, it would greatly assist coach operators and their drivers who often 
have to sail either on the departure before their group in the morning or take a 
later ferry back to Oban in the evenings.   The passengers have to walk from the 
hotels to the quayside (no great hardship); complications concerning luggage 
loading/ availability; and the driver can have a longer day than one might expect 
for an Oban based excursion = drivers’ hours implications. 
[Source: Mackies of Alloa] 
 
3.  “My clients also charter space on 3 trips per season on Ullapool-Stornaway, 
returning through Uig, so hopefully, they may spend more time in those areas 
after the savings kick in”     
[Source: Mackies of Alloa] 
    
4.  Potential future concern if the Road Equivalent Tariff fares pilot take up is 
greater than anticipated 
(Precedent: Free bus travel for elderly and disabled Concessionary Scheme) 
 

• Integration with other transport modes – how well does this work in 
practice? 

 
1.  The Road Equivalent Tariff experiment on the Western Isles routes presents a 
good opportunity for a reasonably priced integrated Coach-Ferry through ticket.  
CPT is unaware of such a product being in existence at present – and can only 
see the “Island Hopscotch” on the Caledonian MacBrayne web site.  If the cost of 
say Ullapool to Stornaway will be akin to road costs then this opens up 
opportunities for road based ticketing/ pricing from a variety of destinations.  
 
2.  Scottish Citylink wants to see improvements at Oban which probably has the 
most diverse range of ferries and destinations.  
A second linkspan was recently added and Scottish Citylink along with First 
ScotRail and Caledonian MacBrayne have formed an inter-modal transport sub-
group to lobby for the formation of an interchange facility there whereby all 
modes would depart/ arrive in the vicinity of the ferry terminal building. 
In summer, Scottish Citylink offers a 2-hourly service between Glasgow and 
Oban which gives good connections to most ferries. 
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If the anticipated expansion of ferry services occurs – as a result of the Road 
Equivalent Tariff fares being introduced as an experiment in the Western Isles 
services.  
If this reduces fare levels by a half then present capacity might become a 
problem resulting in a call for either larger ferries or more likely additional ferries. 
 
3 (a)  Scottish Citylink has a good working relationship with Caledonian 
MacBrayne in terms of holding services for each other in the event of late 
running. 
However, this can on occasion cause some difficulty if the Scottish Citylink 
connecting service is a registered service (which most are) and they have other 
connections to make further along the route. 
All operators have to run registered bus services to timetable or can be penalized 
by the Traffic Commissioner for non-compliance.  
 
3 (b) West Coast Motors: Every effort is made to hold services to connect for late 
running services and in some cases WCM have direct contact from bus to ferry – 
an example being the Loch Ranza (Arran) Skipness and Portavadie – Tarbert 
ferries where bus drivers can talk to the skippers direct using mobile phones.  
 
4.  The gradient of the slips used in the absence of link spans are too steep to 
allow access for low floor buses.   An example being the Colintraive to 
Rhubodach (Isle of Bute) where WCM have a daily crossing that has to be a step 
entrance Mercedes due to the Optare Solo (bought for this service) grounding at 
low tide.                          [Source: WCM] 
 
5.  Group discounts for coach operators were removed a couple of years ago by 
Caledonian MacBrayne and significantly increased the cost of traveling to and 
from the islands.  As a result, several coach operators stopped serving Mull.   
 
Given the environmentally friendly world we live in, should not high occupancy 
vehicles be encouraged  not discouraged – and in particular coach tourism that 
provides vital income to fragile economies? 
  

• Competition – how has this affected ferry services? 
Anecdotal: 
Gourock-Dunoon – Western Ferries awkward with customers = competition 
would be welcomed                                                                                      
 
 
CPT would also like the Transport, Infrastructure and Climate Change 
Committee to give serious consideration to the potential of Sea-based 
Public Transport 
 
Sea-based public transport can make an important contribution to improving 
accessibility, assisting economic growth and supporting social inclusion. 
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It is crucial that the potential for sea-based services in our estuaries is fully 
explored and this area of public transport is not viewed narrowly as purely about 
ferries. 
 
Stagecoach has shown the potential for generating modal shift with its trial of a 
cross-Forth hovercraft service. 
 
As MSPs know, while there are more than 30 bus services an hour across the 
Forth Road Bridge, car traffic on what is one of the most congested routes in 
Scotland is increasing, a replacement bridge is many years away and there are 
capacity constraints on cross-Forth rail services. 
 
More than 32,000 passengers used the Kirkcaldy-Portobello trial Forthfast 
service, with both commuters and leisure travellers ditching the car in favour of 
an integrated hovercraft and bus journey from Fife to Edinburgh. 
 
Retailers on both sides of the Forth also reported increased footfall and sales 
during the trial, which was part-funded by SEStran (the South East of Scotland 
Transport Partnership). 
 
Stagecoach has since unveiled a four-part masterplan to exploit the potential of 
the Forth estuary, identifying a preferred link between Kirkcaldy and Leith. 
 
The company's business plan suggests that the crossing would become 
commercially viable under a three-year Kickstart pump-priming initiative. 
It has pledged to invest more than £10m in the project and has proposed public 
sector support to assist with operating costs while the service becomes 
established. 
 
Stagecoach also believes that further initiatives should be investigated to 
maximise the potential of the Forth estuary, including: 
 
• a subsidised sea-based service between Burntisland and Granton using a 75-
passenger catamaran. The route, which would be put out to competitive tender, 
currently has limited public transport links. Stagecoach believes it should be 
commissioned following completion of Edinburgh tram project links to Granton. 
 
• a long-term economic regeneration and social inclusion case for additional 
non-commercial sea-based services - funded by the Scottish Government - 
linking Methil to Leith. The region currently has relatively high levels of poverty, 
unemployment and social deprivation, and the employment opportunities from a 
link would revitalise the area.  
Alloa could also be considered for a fast ferry to Granton or Leith in the longer 
term. 
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Separately, Glasgow City Council, Riverside Inverclyde and Strathclyde 
Partnership for Transport have this week supported a three-day hovercraft 
passenger service pilot on the River Clyde. 
 
The trial service, operated by the company Clydefast, linked the SECC pontoon 
in Glasgow, Braehead, East India Harbour in Greenock and Dunoon. 
 
The development of the Clyde as an additional transport channel has the 
potential to help the ongoing regeneration of the area. 
 
These initiatives and proposals emphasise the need to look at a range of options 
when considering the potential for sea-based services to support the 
Government's transport strategy. 
 
Marjory Rodger, Director Government Relations,  
Confederation of Passenger Transport UK – Scotland  - 29 Drumsheugh 
Gardens, Edinburgh EH3 7RN 
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Transport, Infrastructure and Climate Change Committee Inquiry into Ferry 
Services In Scotland 

 
STUC Written Submission in advance of evidence session on 18 March 

2008 
 
1 Introduction 
 
1.1 The STUC welcomes the Committee’s Inquiry into Scotland’s Ferry 
Services. Whilst our primary concern is the employment prospects of our 
members, the STUC absolutely recognises that an effective network of ferry 
services is fundamental to the sustainability of Scotland’s fragile island 
communities. Any reduction or fragmentation of services will have a potentially 
devastating impact on the economies and social fabric of island communities 
where many of our members live and work. 
 
1.2 This written submission is intended to highlight some key issues in 
advance of the STUC’s evidence session with the Committee on Tuesday 18 
March 2008. It is our intention to provide the Committee with another, more 
comprehensive submission before the deadline for written evidence of 31 March. 
 
1.3 The STUC would like to thank members of the Committee and Committee 
clerks for their participation in our Trade Union Week event on ferry services held 
on 17 January 2008. 
 
2 The Impact of Tendering on Scotland’s Ferry Services  
 
2.1 The Committee will be aware that the STUC and our affiliated trade unions 
with membership in the maritime sector led the ultimately unsuccessful campaign 
against the tendering of Caledonian MacBrayne’s (Calmac) Clyde and Hebrides 
Ferry Services between 2000-2007. Our opposition to this exercise was long-
standing and strong. It arose from a belief that the EU regulations under which 
the services were supposedly being tendered appear not to underpin the 
provision of lifeline ferry services nor contribute to job security and employment 
of seafarers. The STUC also argued that tendering represented a costly and 
unsettling process. 
 
2.2 It is the STUC’s strong view that the concerns we expressed throughout 
the course of the campaign have been more than justified by the experience of 
the first CHFS tendering process. We also believe that these concerns have 
implications beyond the CHFS bundle – to the Northern Isles services and 
transport policy in general. 
 
2.3 Trade union concerns centred on issues around employment and costs 
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Employment 
 
2.4 There are now very few shipping companies that provide seafarers with 
opportunities for building a career. For many years Calmac provided security of 
employment and opportunities for career progression. However this is threatened 
by the requirement to tender.  
 
2.5 Around 50% of Calmac employees live on the islands and in some island 
communities the company employs 10% of the local population. The trade unions 
therefore reject any suggestion that ferry employees are a ‘producer interest’ 
somehow working against the interests of island communities. The workforce and 
the community are one and the same.  
 
2.6 The STUC is concerned that the potential six-year period for tendering 
does not allow for sufficient long-term investment in tonnage, infrastructure and 
new routes. It was important that CalMac’s network remained intact and tendered 
as a bundle to prevent ‘cherry picking’ of the best routes. We therefore welcomed 
the decision to tender the CalMac network as a bundle and to retain in public 
ownership the vessels, ports, quaysides and terminals. Retaining local seafarers 
has also served to protect a key pool of maritime expertise and employment in 
Scotland. The STUC has sought to secure concrete guarantees about existing 
terms and conditions and confirmation that TUPE will apply for seafarers serving 
on routes open to tender.  Beyond TUPE, guarantees must be provided that the 
wages, leave, sick pay, accrued redundancy entitlements and pension schemes 
will be secure in the longer term, to reassure workers that the tendering process 
is not just a way of attacking their terms and conditions. This will also have a 
positive impact on recruitment and retention in the maritime sector. 
 
2.7 The STUC and the trade unions representing the workforce must continue 
to be consulted about the contents of future tender specification documents. We 
were not consulted over the tender for the Northern Isles services, nor were we 
consulted over the tender for the route between the Firth of Forth and 
Zeebrugge, the contract for which was awarded by Scottish Enterprise to a 
Greek operator (Superfast Ferries) without any guarantees about flag or crewing 
of the vessel in question. At a time when Government is rightly concerned about 
the future of our maritime skills base, this appeared to be an act of supreme folly.  
 
2.8 Tendering exacerbates the already fragile career prospects for the 
Scottish seafarer. Scotland, and indeed the whole of the UK as an island nation, 
is heavily dependent upon ships for our trade but numbers of UK seafarers, both 
officers and ratings, have declined dramatically.  
 
2.9 For example in recent years P&O Irish Sea Ferries have dismissed local 
seafarers on the routes operated from Cairnryan and Troon to Larne in Northern 
Ireland and replaced them with low wage workers from Spain and the Filipines. 
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The shipowners can continue to replace UK seafarers in this way due to the lack 
of effective employment protection for workers in the industry.  
 
2.10 In particular shipowners continue to enjoy an exemption from the 
provisions of the 1976 Race Relations Act, which allows them to pay exploitative 
rates of pay to foreign national seafarers recruited abroad. The UK Government 
is currently considering changes to this legislation. Their initial proposals should 
be published very soon and we certainly hope that they will not pass up another 
opportunity for reform. 
 
2.11 In addition the National Minimum Wage does not apply to UK seafarers on 
board ships whilst in UK territorial waters; the legislation only applies whilst the 
ship is in port or UK internal waters. Again the UK Government is currently 
examining this and we hope that progress can be made. 
 
Costs 
 
2.12 The STUC commissioned a report, ‘The Financing of Lifeline Ferry 
Services to the Clyde and Hebrides’ from Jeanette Findlay, Department of 
Economics, Glasgow University in March 2005. Dr Findlay concluded that the 
many additional interfaces created by tendering would undermine the cost 
savings of a unified service. Among the specific costs were: 
 

• The costs of the tendering exercise itself; 
• The tax liability from the cessation of trading; 
• Additional management layers; 
• Pension costs; 
• Tendering costs of the first bid; and,  
• The possible degradation of vessels. 

 
2.13 The conclusions of Dr Findlay’s report have never been challenged.  
 
2.14 The Committee should bear in mind that these costs relate to a tendering 
exercise supposedly forced on the Scottish Government under EU competition 
law. What is the purpose of said Competition law? To introduce competition in 
order to improve efficiencies. The result? Savings for the taxpayer. 
 
2.15 That the CHFS exercise was never going to fulfil the purpose of the 
regulations under which it was being tendered should have provided the Scottish 
Government with an unchallengeable case against tendering. It was 
disappointing that this case was never made with sufficient belief and rigour. 
 
2.16 Since the signing of the new contract, anecdotal evidence of additional 
costs has started to feed through. For instance, at our seminar in January, 
NAUTILUS UK representatives explained that it is now necessary to write to 
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Guernsey (where the ‘offshored’ contracts are now held) for matters that would 
have previously been easy to deal with locally i.e. the promotion of a rating. 
 
3 Competition 
 
3.1 Tendering ferry services (particularly if the CHFS bundle was, in the 
future, to fall into the hands of another operator) jeopardises commitment to and 
investment in key areas that a company seeking profits would not regard as of 
primary importance e.g. environmental policies, promoting tourism, the Gaelic 
language and training for the longer-term. 
 
3.2 We continue to contend that lifeline ferry services which receive subsidies 
from Member States and, where it can be shown that the subsidised service will 
have no impact on any other Member State’s economy and do not distort 
competition between Members States, should be exempted from having to put 
out to public tender. 
 
3.3 Community law allows a Member State to stipulate crewing requirements 
for vessels engaged on island ferry services (see EEC Council Regulation 
3577/92 on Maritime Cabotage Article 3.2), particularly where those services are 
of socio-economic importance. Other countries do this (e.g. Greece, which 
requires application of the Greek National Collective Agreement). The Scottish 
Government must ensure that ferry services do not become open to all-comers 
with cut-throat competition and inevitable decline in operational, safety and 
employment standards. An example was evidenced by the flag of convenience 
registered passenger ferry Taygran Trader, operating in competition with CalMac 
on the route between Ullapool and Stornoway. This vessel represented a classic 
case of social dumping (something which other EU members states would step in 
to prevent) by employing cheaper Polish officers and Spanish ratings on a wholly 
domestic route.   
 
3.4 Within the context of competition, it is also important to assess the impact 
of subsidies on different transport modes. Ferries, for instance, in many 
circumstances have to compete for freight with road and rail – both having 
extensive infrastructures that are provided by government. The Air Discount 
Scheme introduced in 2006 as a subsidy for island residents flying to and from 
the mainland has a clear potential to affect the competitive regime between 
shipping and aviation. And it is essential that subsidies are not provided to 
shipping services that undermine quality operators with a commitment to high 
safety standards, good working conditions and the use of modern tonnage. 
 
4 Frequency and timetabling of services 
 
4.1 Tendering limits the scope for the delivery of new services. It is inevitable 
in such processes that the principal must set a prescriptive contract for the agent. 
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This is particularly frustrating given that improving services is supposed to be a 
consequence of tendering.  
 
4.2 Trade unions are not opposed to flexibility in order to ensure that the 
services are at all times what users need. However, we do expect consultation 
and agreement with the workforce and their trade union representatives before 
any changes are made and before any decision is taken regarding redeployment 
of vessels or other aspects of the service which may affect seafarers’ working 
and living arrangements.  
 
4.3 The trade unions cautiously welcome the implementation of the Road 
Equivalent Tariff pilot scheme. It is our intention to revisit this issue in more detail 
in our further written submission to the Committee.  
 
5 Capacity 
 
5.1 There are serious shortfalls in ferry capacity throughout Northern Europe 
and these have hampered some companies seeking to introduce new services. 
The STUC is concerned that such pressures could potentially lead to the use of 
unsuitable tonnage registered under flags of convenience and operating with 
inadequate terms and conditions for the crew. It is of particular importance that 
any services developed or operated with state support provide positive 
employment, training and economic benefits for Scotland – particularly at a time 
of growing national and international seafarer skill shortages. It is also important 
that there is a clear commitment to the spoken English and Gaelic competencies 
amongst the seafarers employed on key passenger ferry services. 
 
5.2 It is important that the Scottish government seeks to not only safeguard 
the standards of existing services, but also works to secure the deployment of 
modern, specialist and technologically advanced new tonnage that can provide 
improved performance levels on Scottish ferry services. 
 
5.3 At our trade union week seminar in January, ferry workers raised serious 
concerns over capacity: who takes responsibility for the longer-term planning for 
fleet and capacity? We could justify the need to double the fleet but nothing no 
vessels are on order at present. Whose responsibility is it to ensure that piers 
and harbours going to be up to meeting any expansion in fleet? 
 
6 Integration with other transport modes 
 
6.1 Integration remains the holy grail of Scottish transport policy. Improving 
the integration between ferries and other transport modes will help to deliver 
environmental benefits and significant cost savings (e.g. through more efficient 
modal transfer facilities in ports).   
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6.2 Marketing and ticketing through a common timetable, ticketing and fares 
database for all ferry routes, along with the provision of details of connecting bus 
and rail services and other ferry services run by local authorities and non-
competing private operators and improved public transport linkages are 
essential. 
 
6.3 However, as with the Scotrail franchise, tendering of ferry services works 
against integration. Evidence is increasingly widespread that the new 
performance and penalties regime works against the decentralised, discretionary 
decision making necessary for effective integration.   
 
7 Training/Union Learning 
 
7.1 Scotland will very soon be facing a crewing crisis due to the inadequate 
numbers of seafarers being trained. The number of ratings being trained has 
come to a virtual standstill. 
 
7.2 Whilst no exact figures are available for Scotland, in the UK the last figure 
recorded was approximately 50 ratings in 2005 and numbers have continued to 
fall. The leading crewing agency Clyde Marine has advised our affiliates of the 
need to train more seafaring deck and engine ratings. At the moment too many 
companies are chasing a dwindling supply of seafarers whose age profile is 
steadily rising.  
 
7.3 Another hidden consequence of tendering is starting to reveal itself 
through the problems experienced by workers unable to undertake workplace-
learning activities. RMT Union Learning project workers have been unable to 
negotiate internet access on board Cal Mac ships so that those undertaking adult 
learning courses could have continued with their studies during their off-duty time 
whilst on their rostered two weeks on duty. 
 
7.4 This is a serious disincentive to members wishing to undertake learning 
activities. The reason given for the failure to provide the facilities is cost which is 
hugely frustrating given the waste of resources through fragmentation. 
 
 
STUC 
March 2008 
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TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 
 

6th Meeting, 2008 (Session 3) 

Tuesday 18 March 2008 
 

Subordinate Legislation Cover Note 
 

Title of Instrument The Road Works (Inspection Fees) (Scotland) 
Amendment Regulations 2008 (SSI 2008/43) 

Standing Order 10.4 (Negative) 
Laid Date 20 February 2008 
Circulated to 
Members 

7 March 2008 

Meeting Date 18 March 2008 
Reporting Deadline 14 April 2008 
 
Purpose 
 
1. The purpose of this instrument is to raise the level of inspection fee 
payable from £24 to £25 with effect from 1 April 2008.  
 
Background 
 
2. Under Section 131 of the New Roads and Street Works Act 1991, road 
works authorities are empowered to carry out investigatory works (in practice, 
taken from a random sample of a variety of excavations, not exceeding 30%, 
taken from the Scottish Road Works Register) to check whether or not an 
undertaker has complied with the duties placed on it in respect of 
reinstatement of the road. In Scotland some 18,000 inspections were carried 
out in the year to 31 March 2007 and it is anticipated that this figure will 
remain static over the coming years.   
 
3. It should be noted that the fee may not always cover the full cost incurred 
by the road works authority in carrying out the inspection but is an amount 
agreed by the Highways Authorities and Utilities Committee (United Kingdom) 
(HAUK (UK)) and endorsed by the Roads Authorities and Utilities Committee 
(Scotland) (RAUCS)) to ensure consistency throughout the United Kingdom. 
Section  
 
4. Further information on the consultation can be found in the Executive 
note which is attached.  
 
Subordinate Legislation Committee Report 
 
5. The Subordinate Legislation Committee did not have any comments to 
make in relation to this instrument. 
 
 

http://www.opsi.gov.uk/legislation/scotland/ssi2008/en/ssien_20080043_en.pdf
http://www.opsi.gov.uk/legislation/scotland/ssi2008/en/ssien_20080043_en.pdf
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Recommendation 
 
6. The Committee is invited to consider any issues which it wishes to 
raise in reporting to the Parliament on this instrument. 
 

Steve Farrell 
Clerk to the Communities Committee 

Tel. 0131 348 5211 
email: steve.farrell@scottish.parliament.uk 
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TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 
 

6th Meeting, 2008 (Session 3) 

Tuesday 18 March 2008 
 

Subordinate Legislation Cover Note 
 

Title of Instrument The Water and Sewerage Services Undertaking 
(Lending by the Scottish Ministers) Order 2008 
(SSI 2008/44) 

Standing Order 10.4 (Negative) 
Laid Date 20 February 2008 
Circulated to 
Members 

7 March 2008 

Meeting Date 18 March 2008 
Reporting Deadline 14 April 2008 
 
Purpose 
 
1. This Order permits the Scottish Ministers to lend sums of such amounts 
as they may determine to the water and sewerage services undertaking 
established by Scottish Water under section 13 of the Water Services etc. 
(Scotland) Act 2005, in the circumstances specified in article 3 of the Order. 
The undertaking’s functions under section 13(4) of the Act are to become a 
water services and sewerage services provider and to perform activities 
authorised by the water services and sewerage services licences held by it.  
 
Policy Objectives 
 
2. Following the Water Services etc. (Scotland) Act 2005, Scottish Water 
set up a wholly owned subsidiary, Scottish Water Business Stream (Business 
Stream), to compete in the non-domestic retail water market. Business 
Stream has been awarded a licensed by the Water Industry Commission for 
Scotland. To enable there to be sufficient separation from the wholesale 
business, a wholly owned intermediate holding company, Scottish Water 
Business Stream Holdings, was also established. 
 
3. The purpose of the instrument is to enable Scottish Ministers to lend 
sums, of such amounts as they may determine, directly to Business Stream 
and Scottish Water Business Stream Holdings rather than routing this lending 
through Scottish Water, which is the situation at present. The lending by 
Scottish Ministers to Business Stream and Scottish Water Business Stream 
Holdings will therefore replace the current lending by Scottish Water and 
further demonstrate the separation of Business Stream from Scottish Water. 
The lending will be at commercial rates to ensure a level playing field in the 
competitive retail market. The lending is required to enable Business Stream 
to undertake the activities covered by its license to allow it to function as an 
effective business. 
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4. Further information on the consultation can be found in the Executive 
note which is attached.  
 
Subordinate Legislation Committee Report 
 
5. The Subordinate Legislation Committee drew this instrument to the 
attention of the lead committee and Parliament on the grounds that an 
explanation was sought from and provided by the Scottish Government with 
which it is satisfied. An extract from the Subordinate Legislation Committee’s 
10th Report 2008 (Session 3) is attached at annexe A of this note. 
 
Recommendation 
 
6. The Committee is invited to consider any issues which it wishes to 
raise in reporting to the Parliament on this instrument. 
 

Steve Farrell 
Clerk to the Communities Committee 

Tel. 0131 348 5211 
email: steve.farrell@scottish.parliament.uk 

http://www.oqps.gov.uk/legislation/ssi/ssi2008/en/ssien_20080044_en.pdf
http://www.oqps.gov.uk/legislation/ssi/ssi2008/en/ssien_20080044_en.pdf


TIC/S3/08/6/4 

Annexe A 
 

The Water and Sewerage Services Undertaking (Lending by the Scottish 
Ministers) Order 2008 (SSI 2008/44)  
 
1. The Committee considered this instrument on 26 February and asked 
the Scottish Government to clarify why the Explanatory Note refers to 
activities which may be performed under section 13(7) of the enabling Act, 
given that these do not appear relevant to the enabling power and 
circumstances specified in Article 3; and the effect of so doing. 
 
2. The Scottish Government’s response is reproduced at the Appendix .   
 
3. The Committee notes that the Government has clarified that the policy 
intention is in accordance with the terms of the instrument, rather than the 
relevant sentence of the Explanatory Note, which glosses the meaning of the 
instrument.   
 
4. It further notes that the intention is in accordance with article 3 of the 
Order. This specifies those circumstances - namely where the sums are 
required to enable the undertaking to perform activities authorised by licence 
granted under section 6(1) or (3) of the Act. The lending is restricted to those 
purposes, and cannot be given unless it is necessary for the performance of 
activities in accordance with the licences. 
 
5. The Committee notes that the Explanatory Note explains that section 
13(7) provides that “the undertaking may engage in any activity which it 
considers is not inconsistent with the performance of its licensed activities”.  It 
agrees that this refers to the activities permitted for the undertaking, not the 
activities for which sums may be required to be borrowed from the Scottish 
Ministers.  
 
6. The Committee notes that the last sentence of the Explanatory Note 
states that article 3 of the Order specifies that “sums lent by the Scottish 
Ministers are to be used to enable the undertaking to perform its licensed 
activities.” The Committee considers that this sentence (taken with the 
previous one) glosses slightly what article 3 provides for – that sums may be 
borrowed where the sums are required to enable the undertaking to perform 
activities authorised by licence granted under section 6(1) or (3) of the Act. 
The Committee considers it irrelevant that the undertaking has discretion to 
carry out additional activities. It notes that the response clarifies that there has 
been no intention to depart from what article 3 provides for.  
 
7. The Committee considers that the last sentence of the Explanatory Note 
departs from the precise meaning and effect of article 3 of the Order and as 
such it is unnecessary and potentially misleading. However, it does not 
consider that this amounts to a matter for which the instrument should be 
reported. 
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8. The Committee draws this instrument to the attention of the lead 
committee and Parliament on the basis that an explanation was sought 
from and provided by the Scottish Government with which it is satisfied.   

 
Appendix 

 
 

The Water and Sewerage Services Undertaking (Lending by the Scottish 
Ministers) Order 2008 (SSI 2008/44) 
 
On 26 February 2008 the Committee asked the Scottish Government to 
clarify— 
 
why the Explanatory Note refers to activities which may be performed under 
section 13(7) of the enabling Act, given that these do not appear relevant to 
the enabling power and circumstances specified in Article 3; and the effect of 
so doing. 
 
The Scottish Government responds as follows— 
 
The Order specifies circumstances in which the water and sewerage services 
undertaking established for the purposes of section 13 of the Water Services 
etc. (Scotland) Act 2005 (“the Act”) may borrow from the Scottish Ministers.  
Those circumstances are where sums are required to enable the undertaking 
to perform activities authorised by a water services or sewerage services 
licence granted to it under section 6(1) or (3) of the Act.  The Explanatory 
Note seeks to explain that those activities are not the only ones which the 
undertaking may engage in.  It does this by referring to section 13(7) of the 
Act which empowers the undertaking to engage in any activity which it 
considers is not inconsistent with the performance of the activities authorised 
by the water services and sewerage services licences held by it. 
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TRANSPORT, INFRASTRUCTURE AND CLIMATE CHANGE COMMITTEE 

 
PETITION PE894 

 
Introduction 
 
1. This note asks the Committee to consider for the third time the following 

petition which was lodged on 24 October 2005: 
 

Petition by The Association of Caithness Community Councils calling 
for the Scottish Parliament to consider investment in infrastructure, 
rolling stock and timetabling as part of a strategic root and branch 
review of the provision of rail services between Inverness, Thurso and 
Wick, with unrestricted thinking on how best to shorten journey times 
and ensure the continuing future of the railway to these destinations. 
Thought should also be given to ensuring that the existing communities 
of the ‘Lairg loop’ are provided for. 

 
Petition PE 894 
 
2. The petition has been open for a number of years and a substantial 

amount of material has been gathered by the Committee and the previous 
PPC throughout their consideration of the petition.  

 
3. The Committee considered this petition most recently on Tuesday 29 

January 2008, and the Committee was updated on the progress of the 
petition and recent action on the petition. For further background 
information see paper TIC/S3/08/2/6.  

 
STAG appraisal commissioned by the Dornoch Rail Link Action Group 
 
4. At its meeting on 29 January 2008, the Committee noted that the Dornoch 

Rail Link Action Group had commissioned a modified STAG 1 Appraisal of 
a range of transport options for the far North of Scotland. A summary of 
the two stages of the appraisal and an Executive summary of the stage 2 
appraisal were circulated to members. Full copies of the report and 
supporting documents were available on request from the Clerk.   

 
5. The Stage 1 study was a focussed feasibility study which assessed the 

options for the Dornoch Rail Crossing. The Stage 2 study, which was sub 
contracted to MVA Consultancy, examined the wider socio-economic 
benefits against costs for the Dornoch Rail Link scheme against four other 
options. The Stage 1 study suggested that the Dornoch Rail Link scheme 
could reduce the journey time by 45 minutes at a total cost of £118 million. 
The key recommendation following on from the stage 2 study was that a 
STAG 2 appraisal of the Dornoch Rail Link be undertaken against bus 
options. 

 
Action taken by the Committee 

 

http://www.scottish.parliament.uk/s3/committees/ticc/papers-08/trp08-02.pdf
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6. At the meeting on 29 January 2008, the Committee recommended that the 

Dornoch Rail Link Action Group submits a copy of the Corus STAG 1 
Appraisal to the Scottish Government. The Committee further agreed to 
write to the Minister for Transport, Infrastructure and Climate Change 
advising him of this recommendation and asking him whether he agrees 
that a STAG 2 Appraisal is required and, if so, what the Scottish 
Government’s position is in relation to funding such an appraisal. 

 
Response from the Scottish Government 
 
7. The Scottish Government has now responded to the Committee. This 

response is attached as an Annex to this paper and states: 
 

“The Room for Growth Study published by Highlands & Islands 
Enterprise in June 2006 considered the issue of a direct line via 
Dornoch. The report highlighted that the cost of building such a line 
would be in excess of £73 million and assessed the benefit to cost ratio 
as, at best, 0.20. 

 
I am sure you will understand that we must use our limited resources 
carefully and we must ensure that the best value for money is 
achieved. We have concluded that the Dornoch rail link should not be 
progressed further at this stage due to its significant cost and poor 
value for money.” 

 
Recommendation 
 
8. The Committee is invited to : 
 

• Note the Scottish Government’s position that the Dornoch 
rail link scheme should not be progressed further at this 
stage; and 

• Consider, in light of this position, what action, if any, the 
Committee wishes to take in relation to the petition (it would 
open to the Committee to agree to maintain an awareness 
of the issues raised by the petition in the context of any 
future work on the rail industry, but to conclude its formal 
consideration of the petition at this stage). 

 
 
 

Steve Farrell 
Clerk to the Communities Committee 

Tel. 0131 348 5211 
email: steve.farrell@scottish.parliament.uk 
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ANNEXE A 
 
PUBLIC PETITION (PE894): RAILWAY INFRASTRUCTURE & SERVICES 
BETWEEN INVERNESS, THURSO AND WICK 
 
 

Response from the Minister for Transport, Infrastructure and Climate 
Change – 29 February 2008 

 
Dear Patrick 
 
Thank you for your letter of 6 February 2008 about consideration of PE894, 
Railway Infrastructure and Services (Inverness, Thurso and Wick).  
 
Transport Scotland received a report on the Tain-Dornoch-Golspie Rail Link 
(Dornoch Rail Link) from Mr Norton, Convener of the Dornoch Rail Link Action 
Group, in June 2007 with a letter requesting funding to progress the study 
further. In addition, the report was again submitted to Transport Scotland by 
David Stewart MSP asking if he could be advised of any aspects of the report 
which could possibly be brought forward by Transport Scotland. 
 
The Room for Growth Study published by Highlands & Islands Enterprise in 
June 2006 considered the issue of a direct line via Dornoch. The report 
highlighted that the cost of building such a line would be in excess of £73 
million and assessed the benefit to cost ratio as, at best, 0.20. 
 
I am sure you will understand that we must use our limited resources carefully 
and we must ensure that the best value for money is achieved. We have 
concluded that the Dornoch rail link should not be progressed further at this 
stage due to its significant cost and poor value for money. 
 
You will of course be aware that we are currently undertaking the Strategic 
Transport Projects Review (STPR). The STPR will make recommendations on 
a portfolio of land based transport investments to be delivered between 2012 
and 2022 that will most effectively contribute towards the Government's 
overall Purpose to promote sustainable economic growth and the delivery of 
the three strategic outcomes identified in the National Transport Strategy - 
improving journey times and connections, reducing emissions and improving 
quality, accessibility and affordability. 
 
 
I hope you find this helpful. 
 
Stewart Stevenson 
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