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Strategic Report

Chairman’s Overview

The David MacBrayne Limited (DML) Board takes the responsibility of delivering the Clyde and Hebrides Ferry Service
(CHFS) contract extremely seriously and we are each committed to playing a major role in ensuring that the services are
provided effectively.

Ferries offer a lifeline to people living and working across the west coast and the islands. It is vital that we as a Board not
only engage with the communities we serve but hear what they are saying. Whilst we ultimately wish to drive DML and
CalMac Ferries Limited (CFL) towards a more successful and prosperous future, it is our intention to focus on the CHFS
contract for the time being. We will continue to work diligently to ensure that all necessary improvements are made to
run this service to the best of our abilities.

However, we cannot avoid the very real challenges which are having an impact on our ability to provide the best service
possible and will prioritise our resources on these challenges over future development plans for as long as is required. I
recognise that our island communities have faced real challenges over this past year, and I am sorry for the impact that
issues with the ferry service have had on them. Unfortunately, these challenges are set to continue until new vessels are

introduced to the fleet.

The average age of the CalMac fleet is now 25 years old, with over one third of the vessels in service greater than 30
years of age. The increasing age of the vessels has resulted in a growing need for repairs and maintenance. The total
cost of maintenance, including the completion of the 2022/23 overhaul programme was £29.0m (2022: £27.4m). In
addition, the asset owner Caledonian Maritime Assets Ltd (CMAL) invested a further £7.5m in 2023 (2022: £5.5m).

The demand for ferry services is increasing each year, however our capacity levels are not increasing in line with this,
which often leads to frustration for our customers - whether they are islanders, business owners, or holidaymakers.
Weather patterns also continue to have an effect on our services — as we simply cannot sail for safety reasons during
certain types of poor weather and factors such as vessel and port resilience also play a role when decisions not to sail are
taken by Masters.

The Scottish Government’s announcement that they will fund a total of 16 brand new vessels will go a long way to
improving services. This dedicated funding will mean that the fleet will welcome six major and 10 small vessels over the
next five years.

MV Loch Frisa was welcomed to the fleet in June 2022, which has been an extremely helpful addition to the Oban-Mull
route, freeing up MV Coruisk to support elsewhere on the network.

New fleet is being introduced to service the Clyde and Herbides contract, MV Glen Sannox is set to join during 2024 and
we are very much looking forward to the MV Glen Rosa being completed and delivered too. Also joining soon will be the
two new vessels for the Islay route in 2024 and early 2025, as well as an additional ten small vessels in planning for the
future. Consideration is now turning to new ferry options for Mull.

Finally, our new ticketing system launched in May, and while many changes and improvements have been added since its
launch, we continue to work on embedding this throughout the network to offer a more efficient, modern and user-friendly
booking experience for our customers.

With many opportunities, changes and challenges ahead, we will continue to engage with our customers, communities
and stakeholder groups through multiple channels including contact with ferry committees, the Ferries Community Board,
Caledonian Maritime Assets Limited (CMAL) and Transport Scotland. We are all committed to delivering the best service
that we can and will continue to work together to combine expertise, knowledge, and experience to best effect.

I would also like to extend my thanks and best wishes to my fellow Board members, DML management and all staff for
their continued support, hard work and resilience during these testing times.

o PN

Erik @stergaard
Chairman
DML Board
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For-shealladh a’ Chathraiche

Tha Bord-Stitiridh Dhaibhidh Mhic a’ Bhruthainn Earranta (DMcB) a’ meas libhrigeadh cumhnant Sheirbheisean Aiseig
Chluaidh is Innse Gall (SACIG) mar dhleastanas air leth deatamach, agus tha gach ball againn ag obair gu dealasach gus
na seirbheisean a choileanadh gu h-éifeachdach

Tha seirbheis aiseagan riatanach dhan t-sluagh a tha a’ comhnaidh agus ag obair air a’ chost an iar agus sna h-eileanan,
agus tha e deatamach dhuinne mar Bhord, chan ann a-mhain a bhith a’ comhradh ris na coimhearsnachdan a tha sinn a’
frithealadh, ach am beachdan a chluinntinn.

Ged, ri tide, bu mhath leinn DMcB agus Aiseagan Chalmac Earranta (ACE) a stitireadh gu ire nas soirbheachaile agus nas
buannachdaile, tha sinn am beachd cuimseachadh air cimhnant SACIG aig an am seo. Leanaidh sinn ag obair gu
dicheallach gus a h-uile leasachadh iomchaidh a dhéanamh gus an t-seirbheis seo a ruith mar as fhearr as urrainn dhuinn.

Ach cha ghabh seachnadh air na dubhlain a tha toirt buaidh air ar comas an t-seirbheis as fhearr a libhrigeadh, agus bidh
sinn a’ cur priomhachas storais air na dubhlain sin ann am planaichean leasachaidh romhainn cho fada ‘s a dh’fheumar.
Tha mi mothachail air na dubhlain mhora a dh’fhuiling ar coimhearsnachdan eileanach thar na bliadhna a chaidh, agus tha
mi duilich mun bhuaidh a dh’adhbharaich trioblaidean nan seirbheisean aiseig dhaibh. Gu mi-fhortanach, leanaidh na
dubhlain sin chun an tig bataichean ura dhan chabhlach.

Anns an fharsaingeachd tha cabhlach Chalmac a-nise 25 bliadhna a dh’aois, leis an treas cuid de na bataichean san t-
seirbheis corr air 30 bliadhna a dh’aocis. Mar a tha an aois a’ dol am meud tha na bataichean ag iarraidh barrachd caraidh
is cumail suas. Gu leir chosg cumail suas £29.0m (2022: £27.4m) is sin a’ gabhail a-staigh program leasachaidh bliadhnail
2022/23. A bharrachd air sin, thaisg a’ bhuidheann-seilbh Caledonian Maritime Assets Earr (CMAL) £7.5m eile ann an
2023. (2022: £5.5m).

Tha iarrtas sheirbheisean aiseig a’ dol am meud gach bliadhna, ach a dh’aindeoin sin chan eil na goireasan againne a’ fas
dha reir, rud a tha bitheanta ag adhbharachadh leamhachas dhar luchd-cleachdaidh - ge b’ iad eileanaich, luchd-
gnothaich, neo luchd-shaor-laithean.

Tha dreach na h-aimsire cuideachd a’ cumail a’ toirt buaidh air na seirbheisean againn - air sgath adhbharan sabhailteachd
chan fhaod sinn seodladh aig amannan droch aimsire araid, agus tha cuideachd comasan an t-soithich agus nam port na
phairt de cho-dhunadh Sgiobairean gun seoladh.

Cuiridh am fios bho Riaghaltas na h-Alba gum paigh iad airson 16 bhataichean ur nodha gu mor ri leasachadh
sheirbheisean. Bidh am maoin comharraichte seo a’ ciallachadh gun cuir a’ chabhlach failte air sia soithichean mora, agus
deich bheaga, thar nan coig bliadhna romhainn.

Chuireadh failte air MV Loch Friosa chun a’ chabhlaich san Ogmhios 2022. Bha sin na chuideachadh air leth air an t-
slighe eadar Muile ‘s An t-Oban, a’ saoradh an MV Cor Uisge airson taic eile san lion-bheairt.

Tha loingeas ur gu bhith a’ tighinn a libhrigeadh cumhnant Chluaidh is Innse Gall is duil ris an MV Gleann Sannox ann an
2024, agus tha fiughair againn ri criochnachadh an MV Gleann Rosa is ise a bhith gar ruigheachd a dh’aithghearr cuideachd.
Bidh da shoitheach ur airson slighe Ile cuideachd a’ tighinn thugainn a dh’aithghearr, ann an 2024 agus trath ann an 2025,
cuide ri deich shoithichean beaga a bharrachd a tha gan dealbh airson an am ri teachd. Tha beachdachadh a’ tdoiseachadh
a-nise air roghainnean aiseig dha Muile.

Mu dheireadh, chaidh an siostam ur thiogaidean againn a stéidheachadh anns a’ Chéitean, agus ged a chaidh iomadh
atharrachadh agus leasachadh a chur ris bho nochd e tha sinn a’ cumail ag obair ga stéidheachadh feadh na lionra gus
eolas seirbheis ro-chlaraidh nas éifeachdaiche, Ur-ghnathach agus cairdeil, a thairgsinn dhar luchd-cleachdaidh.

Le iomadh cothrom, atharrachadh, agus dubhlan romhainn, cumaidh sinne coluadar a’ dol le ar luchd-cleachdaidh, ar
coimhearsnachdan, agus ar buidhnean-seilbh, tro chaochladh mhodhan leithid co-cheangal le comataidhean aiseig, Bord
Coimhearsnachd nan Aiseagan, Storas Mara Caileanach Earranta (SMCE), agus Comhdhail Alba. Tha sinn uile dealasach
gus an t-seirbheis as fhearr as urrainn dhuinn a libhrigeadh, agus cumaidh sinn ag obair comhla gus an luach as
buannachdaile fhaotainn a amaladh ealantais, fiosrachaidh, agus eolais.

Dh’iarrainn cuideachd mo thaing agus deagh dhurachd a chur gu mo cho-Bhuill-Buird, luchd-stituiridh DMB, agus an luchd-
obrach air fad airson an taice leantainnich, an cuid obrach chruaidh agus an cuid fhulangais tro na h-amannan dubhlanach
seo.

Erik @stergaard
Cathraiche - Bord DMcB
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Chief Executive’s Statement

Welcome to the David MacBrayne Limited (DML) annual report for April 2022-March 2023. This report sets out DML's
performance and key priorities for this financial year and lists the company’s financial statements and account narrative.

This past year has once again been extremely challenging for our customers. Several major vessels were out of service
for a considerable period, which meant that we could not operate a full service for several months. Customers across the
network have experienced a lot of disruption and have quite rightly voiced their frustration about the effect that this is
having on their day to day lives and businesses. This is not a situation we want to be in, and every effort is being made
to prevent this from happening again.

Our frontline staff have worked tirelessly to support our customers in difficult circumstances and their care and dedication
is frequently recognised by local communities. I would like to thank all staff for their efforts and unwavering commitment
throughout this period.

DML continues to face several growing challenges which are affecting our commitment to provide the best ferry service
as possible to our customers. The first of these is the age of the fleet. With an average age of 25 years, over one third of
our 35 vessels are operating beyond their life expectancy of 30 years. This means that they require more and more
maintenance and are more liable to suffer technical failures. It can also be difficult to source parts for the older vessels
because they are no longer manufactured, meaning more time is spent having to have specific parts made from scratch.

However, thanks to Scottish Government funding, Caledonian Maritime Assets Ltd (CMAL) will welcome 16 new vessels to
the fleet over the next five years, 6 major and 10 small. This will bring extremely welcome additional tonnage to services
and will strengthen resilience.

We are aware that we will continue to face challenging times over the next two years until these new vessels start to join
us. There are several ways in which we are working to improve resilience in the meantime.

Our improvements include the introduction of new asset management technology, the development of logistics hub and
shore support workshops as “centres of excellence”, the introduction of a single operations centre based on airlines model
with clear incident and crisis protocols, and better contingency planning. We are also investing record sums in maintenance
despite the challenge to our financial position, as it is the right thing to do for our customers and communities.

Community engagement has continued to be of the utmost importance, and I recently committed my senior team to spend
more time in our communities so we can listen and understand their real experiences and how we can make our service
better. We also intend to take advantage of our new hybrid working patterns to recruit more staff in our local communities
and invest in satellite offices as local staff truly understand the needs of communities.

We were pleased to welcome the introduction of MV Loch Frisa to our tonnage in June 2022, she is based on the Oban to
Craignure route and has proved to be a reliable and high-quality addition. This year, we chartered MV Alfred from Pentland
Ferries for a period of nine months, which has been invaluable while MV Hebridean Isles has been off service for several
months. She has been primarily based on the Ardrossan to Brodick route.

We welcomed the publication of the Scottish Government’s Project Neptune report and look forward to working with our
local communities, the Scottish Government, Transport Scotland and CMAL on what the next steps will be. Communities
expect any future structure to be clearer and simpler to understand and engage with. This goes with a desire for better
levels of accountability to the communities on the network. We agree with communities that simplicity and accountability
are critical in designing the best structure to meet future community needs.

In January 2023, DML sold its 50% share in Solent Gateway Ltd to Associated British Ports raising net proceeds of £22.4m
to support the Group’s balance sheet. The decision to invest in this joint venture on the south coast of England is an
example of our entrepreneurial skill and vision.

We approved the production of a documentary about the CalMac ferry services covering our people, our customers and
the communities we serve, which was broadcast by the BBC on 24 July and ran for a period of 8 weeks. We hope that
this has allowed more people to see the work that we do, the effort that our people put in to help our customers through
good times and bad, and the many and varied reasons for which the communities we serve use our ferry services.
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The Clyde and Hebrides Ferry Services (CHFS) contract remains of the utmost importance to DML, and we continue to
strategically focus on delivering this to the best of our ability. Our absolute focus will remain on delivering a full and
reliable service through to contract completion.

On 16 November 2023, the Minister for Transport announced, “We have considered two options for contractual
arrangements to ensure the continued operation of the services: either a direct award to the current operator, in what is
known as a Teckal arrangement, in accordance with the Public Contracts (Scotland) Regulations 2015, or a competitive
tender on the open market. Having considered the benefits and risks of each, I want to update the Parliament on Scottish
Government ministers’ preferred way forward, which is to explore a direct award.” The Scottish Government has indicated
that it will undertake a due diligence exercise considering the legal, financial and operational implications of any direct
award. We will work with Transport Scotland to support this as required.

With under a year remaining on the current contract, we welcome the opportunity to work alongside Scottish Government
and Transport Scotland to ensure continuity of lifeline ferry services and a focus on continual improvement for communities
across the Clyde and Hebrides. Taking the uncertainty out of the contract would allow us to focus all our efforts on
improving service delivery, without the distraction of a highly resource-intensive procurement process.

We will continue to work in partnership with local stakeholders and communities to ensure the best possible outcomes for

all who rely on our services. All of us at CalMac are committed to working together to focus our efforts on improving the
service we deliver to our customers.

On behalf of the Board
/

R L Drummond
Chief Executive Officer
22 March 2024
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Background & History

David MacBrayne Limited is one of the largest logistics companies in Scotland and the largest ferry company in the UK. A
multi-award-winning ferry operator, harbour, and ship management specialist, it is one of Scotland’s biggest
headquartered firms employing on average 1,918 people during this financial year.

DML, through its main subsidiary company CalMac Ferries Limited, which delivers the Clyde and Hebrides Ferry Service
and Perth Harbour contract, transports more than five million passengers in an average year and operates 26 ports within
the UK.

Strategic Priorities

DML provides transport and infrastructure services to communities, supporting the aims of the Scottish Government to
provide a Wealthier, Fairer, Smarter, Healthier, Safer, Stronger and Greener Scotland, and to make a commercial
return to our shareholder, the Scottish Ministers.

DML'’s Strategic priorities are:

Maintain Safety at the heart of our operation.

Deliver efficient and effective operations offering value for money.

Deliver excellence in customer service, with customers at the heart of all we do.
Be a socially responsible employer valuing and investing in our people.

Reduce our impact on the environment through sustainable operations.

OO 00O

DML'’s key initiatives to deliver this strategy include:
Service Resilience

Service Resilience is one of DML's key priorities. We have a planned strategy for a replacement maintenance management
system which will improve the management of engineering activity on the vessels and develop the engineering information
to allow enhanced risk management, reducing vessel breakdowns.

We have conducted a comprehensive condition assessment programme on the older Major Vessels which will enhance the
normal maintenance and survey regime allowing condition-based decisions to be made on any high-risk areas to ensure
overhaul and maintenance activity is targeted at reducing the risk of technical incidents.

Our Operational Excellence Programme provides a benchmarking of our engineering management processes with a view
to establishing industry best practice and highlighting areas for improvement in complex vessel engineering management;
this activity and output has been prioritised towards safety, quality and service resilience. Other initiatives designed to
improve service resilience include the development of a logistics hub to streamline the provision of parts and equipment,
and improved supplier performance through improved engagement and relationship management.

Ticketing System

Implementation of the new system will provide a sleeker experience for customers when they make bookings, an easier
way for staff to manage capacity on board the vessels, help employees to manage operations, and provide e-commerce
opportunities.

HR Systems

Development of a new learning system, crew scheduling, HR, and payroll systems. Helping our employees manage their
own records and shifts while reducing both costs and the complexity of rostering crew on board our ships.

A Just Culture

A culture that promotes learning from all reported events. This requires a culture where staff or other persons are not
punished for actions, omissions, or decisions taken by them that are commensurate with their experience and training,
but in which gross negligence, wilful violations, and destructive acts are not tolerated.

Digital Presence

Re-imagining the DML digital presence through a new-look website for 2023 and moving into other digital sales channels
to reach customers and business partners, while also making the booking system a smoother experience.

Process Excellence
Ensuring the DML management system policies, processes and procedures are scalable, meet international standards and

support our ability to win and deliver new business. Simultaneously, they will be safety-centric and will deliver consistency,
with a professional, quality ethos at their core.
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Group Performance Overview

During the financial year we have seen our vessel carryings continue to recover, with both car and commercial carryings
now in line with pre-pandemic levels. However, passengers remain 10% lower than the baseline of 2018/19 which reflects
the adoption of hybrid working, and a reduction in the humber of commuting passenger journeys. However, both cars
and commercial traffic have recovered and are now above the 2018/19 baseline indicating growing activity in our
communities.

We operated 169,929 sailings during 2022/23, with our contractual reliability and punctuality levels at 98.7% and 99.6%.
We received our final Covid-19 funding support during the year of £0.4m (2022 £11.7m) as a variation to the Clyde and

Hebrides Ferry contract. We remain grateful for the public funding support provided during the pandemic which enabled
us to protect jobs, provide staff isolation where required and to ensure the continuity of our services.

KPIs

CHFS Reliability and Punctuality 2021 to 2023

The CHFS contract stipulate the contractual reliability and performance definitions which exclude weather-related
disruptions. We also report and monitor actual reliability and performance, which includes the impact of all disruption to
services. The below illustration sets out our contractual and actual performance over the last 3 years.

Fiscal Year Contractual Actual Contractual Actual Operated
Name Reliability Reliability Punctuality Punctuality Sailings
% % % %

FY 2020/21 99.6% 94.0% 99.9% 97.3% 117,039
FY 2021/22 98.9% 93.1% 99.6% 96.7% 152,275
FY 2022/23 98.7% 95.2% 99.6% 96.6% 169,929

During 2023, we delivered contractual reliability of 98.7% (2022: 98.9%) and performance of 99.6% (2022: 99.6%). An
average of 3-4% of sailings each year are impacted by weather, and this is higher during the winter season.

CHFS Carryings 2019 to 2023
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Fiscal Year Passengers Cars Commercials Coaches
FY 2018/19 5,605,077 1,439,619 78,878 10,804
FY 2019/20 5,533,751 1,450,325 79,612 10,876
FY 2020/21 2,059,331 755.602 69,868 1,223
FY 2021/22 4,289,322 1,351,272 80,574 3,347
FY 2022/23 5,020,637 1,441,649 80,768 7,469

CSAT (Customer Satisfaction) score 2022/23: 87% (Target: 85%)

Our 87% CSAT score is derived from regularly surveying our customers about their onboard experience. Customer
feedback is received via our monthly Your Voice Journey Experience survey and a URL included on the back of our tickets,
excluding our stand-alone ticket machines. The feedback comes from all customers who have booked travel on our vessels
and calculated by applying an average % on an annual basis.

During a challenging time CSAT has held up well. We also measure other metrics which are more sensitive to disruption
and capacity issues such as ‘trust’ and ‘ease of journey’. Service disruption has dominated customer feedback and, at
times, impacted negatively on ‘trust’ and ‘ease of journey’ scores. There has been continued pressure on capacity across
the network impacted by service disruption and, in the early part of 2023, a series of delays to the annual overhaul
schedule and its subsequent impact on vessel deployment.

Financial Performance Highlights
Financial Stats/KPIs:

Group Revenue excluding the proceeds from the sale of Joint Venture £250.6m (2022: £228.4m).

- Fares revenue increased by £7.1m to £61.3m (2022: £54.2m).
- Retail revenue increased by £2.5m to £8.4m (2022: £5.9m).

B Fares M Retail M Other Revenue M Contractual

£250.6m

£228.4m

£158.3m

2022 2023
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Cost of Sales £221.9m (2022: £199.0m)
Administrative Expenditure £33.6m (2022: £30.4m)
Group Profit

Farebox, Retail and Other Revenue

We have seen a growth in revenue during the financial year with Farebox revenues of £61.3m (2022: £54.2m), Retail
revenue £8.4m (2022: £5.9m) and an increase in other income £10.4m (2022: £10.0m).

As the pandemic eased in April 22, we received final Covid-19 funding of £0.4m from Transport Scotland, to mitigate the
financial impact of restrictions on CHFS services and carryings during this period.

Cost of Sales and Administrative Expenditure

Direct expenditure has increased in line with Revenue growth experienced during the financial year.

The cost of maintaining our fleet during the financial year increased by £2.4m. Unplanned maintenance and technical
disruption have driven some of the additional maintenance expenditure, as well as the level of service performance
penalties.

Whilst many of our costs have increased because of high levels of CPI in the year, CPI increases are funded via contract
funding. We had in place a fuel hedge which ended on 30 September 2022, following this we have purchased fuel at
market price. Fuel price risk is also funded under the CHFS contract.

The Group reported an Operating Loss of £4.9m (2022: Operating Loss £1.0m), followed by a Net Profit of £18.6m (2022:
Net Loss £3.7m) which includes the net proceeds of £22.4m in relation to the divestment of our 50% interest in Solent
Gateway Ltd (Note 21).

Balance Sheet

The net asset position of the Group at March 2023 is £42.6m (2022: £32.5m), an increase of £10.1m. This includes the
Group Profit after Tax £18.6m, and the unwinding of the fuel hedge within the year 2023: £nil (2022: £8.5m asset).

The cash position of the Group on 31 March 2023 is £51.3m (2022 £14.2m), which includes the divestment proceeds, and
earlier settlement of contractual funding £16.9m.

Dividend

The Group paid no dividend to the Shareholder during this financial year.

Service Resilience

There were several service resilience improvement initiatives delivered during 2023, which are detailed below:
MV Loch Frisa
MV Loch Frisa entered the fleet in June 2022, adding resilience and additional capacity on the Oban-Craignure route.

CMAL Vessel Resilience Programme

During 2023, we continued to invest in the vessels and delivered a £7.5m programme on behalf of Transport Scotland via
CMAL to address vessel upgrade and resilience. The programme included replacing equipment that was obsolete or at the
end of economic life, and upgrades of equipment to improve environmental performance and reliability. In addition, this
programme involved statutory upgrades where equipment replacement was required to support changes in certification
requirements.

This programme of vessel resilience is important and extensive, with typical projects including navigation and
communication equipment upgrades, engine control and monitoring system upgrades, fire detection system updates,
emergency generator replacement, sewage tank replacements and small vessel ramp replacement.

We continue to develop data and insight to better understand technical risks and are investing more than the statutory
and class minimum requirement to identify areas of risk and reduce the probability of in-service failure and overhaul
overrun. We use continuous improvement techniques to identify trends and guide our preventative maintenance activity.

The long-term contract for the provision of annual vessel overhaul and breakdown support with our yard suppliers
continues to provide benefit in terms of collaboration, planning and relationships which has been particularly helpful this
season with several short notice changes being supported by the yards.

10



David MacBrayne Limited/Company Number SCO15304/31 March 2023

Condition Assessment Programme (CAP)

We have implemented a Condition Assessment Programme that has commenced a programme of additional surveys and
inspections (over and above statutory requirements) to improve understanding of the condition of our vessels and ensure
that risks are identified and, where possible, mitigated. As the data builds over the next two years this will be used to feed
into and improve the preventative maintenance programme.

Global Supply Chain

Our technical supply chain is critical to the support of vessel resilience. There have been wide, well publicised impacts on
global supply chains including the Covid pandemic, Brexit, reduction in semiconductor production and supply and high
global and local inflationary pressures. Our supply chains are worldwide with many parts and service agents being provided
from outside the UK, coupled with the increasing age and obsolescence of equipment this is resulting in high risks around
technical supply chain. This is being reviewed with several initiatives being progressed to mitigate these risks over the
next few years.

Workshop Relocation to Faulds Park

The workshops have now formally moved into the new facility at the workshop and logistics hub which supports the
maintenance of spare assemblies and supply chain support for our vessels undergoing repairs and annual overhauls. The
new facility provides off-vessel component maintenance, repair, and overhaul replacing the previous facility located at the
Gourock based head office.

The new logistics hub has led to improvements in the control, management, and distribution of spare parts for all
maintenance activity both in day-to-day operations and planning for annual overhauls with fleet wide ‘preload’ now being
embedded and made ready for a proposal to bring this initiative into Business as Usual, in 2023-24. This initiative has
improved supply chain support on vessel annual overhauls driving timely and on-site logistics support.

Operational Excellence

Our core challenge remains the average age of the fleet, and in 2023, we initiated an Operational Excellence Programme,
considering best industry practise for managing our vessels. This has identified several ‘quick wins’ that have been
implemented and a programme of improvement in management of change, data collection, analysis, visualisation and
quality assurance. In addition, the organisational structure of how we manage the vessels has been reviewed and we will
be implementing changes to this over the next year to ensure we embed quality in everything we do.

With the increasing average age of the fleet, it is important to look at modern and innovative ways to manage fleet
resilience, upgrades, annual vessel overhauls and preventative maintenance. The Board has approved the investment
project to procure a modern maritime engineering support software solution that will facilitate improvement in the way
we manage our vessel assets. We have started work on the project to replace the current maintenance system to allow
us to better track and ensure all aspects of fleet maintenance and parts management are scheduled efficiently.

During 2023 we completed a project to gather the asset data required to support this initiative de-risking delivery. This
change in maintenance management system will take some time to fully embed (more than the next financial year) and
will be closely linked to the new maintenance management system roll out but once both are in place this will improve
maintenance management, data capture and analysis and allow significantly better understanding and driving of optimised
maintenance for the vessels.

Fleet Key statistics (February 2023)

Oldest vessel is 46 years old (Isle of Cumbrae)

13 vessels are over 30 years old (37% of the fleet)
24 vessels are over 20 years old (69% of the fleet)
The average age of the fleet is 25 years old.

A WNR

Our People and Staff Engagement

We have continued to deliver our People Strategy in line with the Scottish Government Fair Work principles. Within CalMac
Ferries Ltd, we recognise four trades unions (Nautilus International, RMT, Unite, TSSA). Each union has collective
bargaining rights for certain employee groups, and we negotiate pay on a joint basis with all four unions. There is a
regular schedule of meetings between management and trades union representatives through Port Committee meetings,
the Small Ferries Committee, the Officer Liaison meeting and regular business review meetings with the CalMac CEO.

We have a well-established People Steering Group who meet monthly, this is chaired by the CalMac Operations Director,
which further provides a forum and a voice for staff from across all areas of our business to provide input and feedback
into what is happening in the business.
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Employee Wellbeing

We support and value our colleagues and their wellbeing is of the utmost importance to us. We launched a new Employee
Assistance Programme (EAP) in November 2021, designed to help improve health and wellbeing in both personal and
professional life. We have teamed up with Health Assured to offer all colleagues this enhanced EAP, which includes access
to the UK’s leading wellbeing app, My Healthy Advantage. The app is a confidential resource designed to support the
employees’ overall wellbeing - with features including mood trackers, helpful videos, 24/7 support services, active
challenges and a wellbeing calendar of events. Employees also have access to a wellbeing portal, where they can get
telephone support and they can download an app.

Investment in workforce development

Since the award of the CHFS 2 contract, we have focused on continuously improving our approach to provide staff with
access to the development they require to deliver their current and future roles. The Learning and Development team,
which is part of the HR Department, provides an extensive range of learning and development which, together with our
Union Learning partnership, helps ensure that that staff have equal access to the development required. This includes
supporting managers to identify learning needs through the annual performance appraisal and development planning
cycle. The Learning and Development Team focuses on providing training linked to our corporate goals; local priorities
and objectives; retention and development of our key talent; and compliance with regulations and maritime standards.

Our Talent Management and Succession Planning processes allow us to tailor programmes and personal development
plans to progress our top talent and address succession risks.

Our full time RMT Trade Union Learning representative has partnered with us to deliver a range of learning opportunities,
including LGBTQ Inclusion and Awareness workshops, and mentoring training, to support trainees and unconscious bias
training.

In partnership with the Scottish Trade Union Learning Fund, we trained more Mental Health First Aiders, growing our
network to 65 staff, and continued to deliver our Mental Health Awareness Training for line managers.

Our strong commitment to early careers is evidenced through our industry leading apprenticeship programmes. We run
modern apprenticeship programmes in Project Management, Deck, Engine and Maritime hospitality, typically taking on 20
apprentices each year from our Island communities, benefitting both CalMac and the Communities we serve. Since March
2018 we have recruited 107 modern apprentice positions, and we are immensely proud of each apprentice and their
achievements over the period.

We continue to contribute to the Merchant Navy Training Board (MNTB) Apprenticeship Committee Group and provide
influence, input and feedback to UK wide discussions.

We have a well-established cadet sponsorship programme in partnership with Clyde Marine Training based in Glasgow and
currently sponsor 24 cadets.

We are active across our network communities promoting early careers at CalMac and the sector. We continue to launch
campaigns during Scottish Apprenticeship Week, sending out our Early Careers Brochure to 70 schools across our
communities and delivering a social media apprenticeship campaign.

We do not employee any staff under zero hours contracts. We are, and will continue to be, a Living Wage Employer.

We continue our commitment to equal pay for work of equal value across all areas of our organisation. However, our
industry is traditionally male dominated and while we have a positive gender balance across our shore-based roles (and
a Gender Pay Gap that is favourable to women), it remains a challenge to attract and retain more females into seafaring
roles, particularly in the engineering disciplines. We have worked proactively with Equate Scotland and through our Early
Careers Work to ensure that barriers are removed and that females are encouraged to consider roles in these disciplines.
Our Gender Pay Gap across both our seagoing and shore-based workforce remains favourable compared with national and
industry benchmarks.

We have a well-established “Inclusive CalMac” Steering Group which meets six times a year. The purpose of this group
is to champion, encourage and develop a sustainable culture of inclusion.

Within the Inclusive CalMac framework, we have developed an “Inclusive Females” work stream. Some of this work
includes:

eFocus groups with female colleagues to better understand our colleagues’ experiences, any challenges of working
in maritime and to understand how we can become more inclusive for all

eTargeted communications during Scottish Modern Apprenticeship Week and International Women’s Day to
promote CalMac as an inclusive employer and to inspire young females to see CalMac and maritime as a career
choice

eConnecting with secondary schools to encourage underrepresented groups of people to apply to our Modern
Apprenticeship Scheme
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eAmending outdated job titles that are specific to male roles such as *motormen” and “nightwatchmen”

eWorking with Equate Scotland (Napier University) to deliver Unconscious Bias and Positive Recruitment training
to the full team involved in the recruitment of Modern Apprentices into Science, Technology, Engineering and
Maths roles.

We have a 50:50 male-female gender balance in our Executive Management Team, creating positive role models and
supporting our ability to attract greater gender balance in our organisation and promote opportunities for career
progression.

Change and Continuous Improvement

Over the past year, we have made considerable progress on our strategic transformation journey. One major undertaking
has been the preparations for the implementation of our largest-ever project - a new ticketing and reservation system.
This significant upgrade, which replaced our legacy 26-year-old system and impacted nearly every aspect of the business,
exemplifies our drive for modernisation and commitment to elevating customer service standards.

In our continued pursuit of operational efficiency, we have successfully integrated a new payroll system across the
organisation, with further HR enhancements expected next year. This not only boosts administrative efficiency but also
introduces self-service capabilities for employees and managers.

Simultaneously, we have made substantial advancements in the management of our vessels with a programme dedicated
to improving our operational excellence in all aspects of vessel management. This includes the design of a new target
operating model, which embeds quality at the heart of our operations, reflecting our commitment to providing exceptional
service in all aspects of our work.

To further align our operations with industry standards, we have undertaken a comprehensive programme to capture and
develop our asset management data and documentation. This proactive measure aligns us with industry-leading best
practices and readies us for future advancements.

To bolster our operational capabilities, we have also prioritised the upskilling of our teams, with specific emphasis on root
cause analysis and continuous improvement techniques. This initiative, central to our vision of nurturing a culture of
proactive problem-solving, has played a significant role in driving performance across the business.

Throughout this transformation, our commitment to Change Management has remained unwavering and has become the
centrepiece of key strategic initiatives. This approach ensures wide-ranging involvement across the organisation, fostering
a culture of adaptability and resilience, vital to navigating the demanding and ever-evolving landscape of our industry.

Customers

Developing our knowledge of what our customers think, and how they feel about their journey with Caledonian MacBrayne,
is a continuing focus for the business. Over the last year, we have invested in research, technology, and our brand to
continue to not only understand, but to improve their experience at each touchpoint.

Customer Digital Experience

A new ticketing platform was implemented in Spring 2023, which provides our customers with a greater choice to purchase
and manage their tickets. The platform is designed to improve their overall booking and ticketing experience with
Caledonian MacBrayne, and all customers are now able to pre purchase tickets online in advance of travel. This new digital
channel offers an alternative way for customers to purchase tickets, in addition to still being able to purchase via the
telephone, port offices and vessel staff, where relevant. Customers can: have an eTicket delivered to their device to use
for travel; book multiple vehicles on a single reservation and purchase selected concession fares online for the first time.
The platform is used by several travel operators across the world, and its launch followed an in-depth training programme
for colleagues across the network, to promote a positive transition for customers, business users, and all who use our
lifeline services.

Following this, our new website and app will be implemented during 2024 The project has benefitted from an in-depth
period of discovery, design, customer focused development and user testing. When complete, it will deliver a best-in-class
experience for customers through a fully re-imagined website, which supports a channel shift to digital self-service and
improved customer satisfaction. The accompanying app will offer support to customers through service updates, push
notifications for disruptions and online timetables and offline timetable details for saved routes.

As we progress towards implementation of the new site, we are carrying out extensive customer and accessibility testing
to harness improvements for all users. The site will also carry a refreshed design, and a fully refreshed suite of content.
As the programme of work progresses, we've successfully completed the Digital Scotland Service Standards alpha
assessment and we are now progressing through the beta assessment stage, focusing on product, technical and user
needs. This process will help to ensure we meet and exceed standards of user needs, accessibility, ongoing research,
feedback, analysis, and continuous improvement.
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Network Improvement Project (WIFI)

As part of our Network Improvement Project, we have upgraded the equipment on all vessels, providing enhanced
connectivity for our customers and staff. The upgrade of our network infrastructure at our ports and unmanned slipways
is also complete, in support of our new ticketing and reservations system. These upgrades will enable both customers and
staff to have an improved and seamless experience. Following completion, our focus will turn to enhancing the resilience
of the network infrastructure.

Branded Customer Experience

Our activities to bring the Caledonian MacBrayne brand to life across the customer journey have continued. The brand
imagery has been introduced in certain vessels and ports as well as across our digital and social channels. We are also
working to ensure that the customer experience is aligned with our employee experience, through engagement sessions
with local teams and the development of a company-wide customer experience training programme.

Review of disruption handling

Disruption, be it because of weather or technical or operational reasons, is a challenge for our customers, the communities
we serve and on our own staff. We continue to work to improve our disruption management, in particular how we
communicate with our customers to provide timely and accurate information. We have made several improvements
including a streamlined internal and external communications process and clearer internal status reporting. We continue
to improve the Disruption Communications Toolkit, in response to feedback from customers and staff and are providing
support tools and guidance to our front-line colleagues to help them in their roles during times of disruption.

Customer Journey Mapping

A key part of being able to understand our customers is the ability to map the end-to-end customer experience. This could
be from a local level to network wide, or scenario specific. Journey mapping is core to supporting delivery of our customer
experience by identifying key pain points and working collaboratively to implement improvements. We will continue to
work with internal stakeholders to ensure our customer journey is mapped at every level. Teams should expect to see us
out on the network to map face-to-face at local ports and vessels. Forthcoming mapping includes reviewing our commercial
customers journeys.

Customer Standards

To provide a consistent approach to how we manage our customers network-wide, we developed a series of dedicated
‘Customer Standards’ for our frontline staff. These were created in conjunction with our frontline teams directly. We have
standards for many other areas of the business and with a focus on customer, it was imperative to us that we also have
Customer Standards also. The Standards align with the new behavioural framework and will be a facilitation tool to be
used in parallel with the Customer Service training. Last year, we completed our Standards Pilot and used our learnings
to facilitate key changes for network wide rollout.

Pet management

Pet management has been a long-standing issue across our network. By working closely with frontline teams and listening
to our customers, we've taken significant steps to generate positive change. These changes include introducing pet tickets
and ‘pet rules’; Pet ‘hydration stations’; Introduction of a ‘pet fouling fine’ to combat the issue of fouling onboard;
Development of new collateral to support both customers and colleagues before, during and after their journey; A new
‘pet ticket checker’ introduced online whilst we are unable to support online bookings via COMPASS, with the view to
facilitate a smoother transition into eBooking. Working to improve pet management is an emotional and contentious
subject at times, but one we will continue to enhance the further we progress.

Customer Communications

Our customer communications are focused on a strategy of ‘truth well told” - and include the key components of customer
focus, transparency, empathy, understanding and meeting needs of multiple audiences and alignment of customer,
stakeholder and colleague communications.

We continue to regularly review and enhance the design, delivery and effect of our customer communications. This has
included a review of our process to manage any customer facing communication — with a fully integrated process in place
which ensures communications with key audiences are integrated and aligned across channels.

We have also completed a review of how we manage and enhance customer communications on disruptions — focusing on
delivering certainty and transparency. A toolkit is now in place guiding the multiple communication leads who will be
involved in such communications and decision making, ensuring timely, accurate and transparent outputs, ensuring
customers understand the ‘why’ as well as the ‘how’ and ‘when’.
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ICIA Consultations

In the past, we have always engaged with our community stakeholders on key improvements. We have now developed,
a formal consultation process which follows best practise, and our communities can fully support. In Summer 2022, we
conducted the first consultation using a process which aligns directly with the Scottish Governments ‘Islands Community
Impact Assessment’ (ICIA) criteria. With this new method of consultation, we have now successfully completed two
consultations (the first being on ‘updated ticketing terms and conditions’ and the second on ‘Advance Standby’). This
ensured the voice of our communities was heard and their feedback directly influenced the result of what we are now
implementing. This method of consultation is key in improving our customer experience to the level that our customers
deserve and expect.

Retail strategy

We have carried out an in-depth analysis of retail offered across our vessels to understand what customers would like and
combined this with feedback from crew. A key part of our learning is the growth in island products that are naturally
sourced and manufactured on the islands. We are building more partnerships with local suppliers in the supply of products
such as sea salt, vegetables, soaps, and textiles. We will be inviting our suppliers onboard to promote their products and
to share the fascinating stories behind them. To further support our island suppliers, we will be updating retail areas during
the 2023/24 drydock overhauls, giving customers a modern, fresh and appealing experience on board. We are also
constantly revising our menus and have introduced Special Menus which are specific to routes and include local produce.
We will continue to conduct customer feedback.

Customer Experience Measurement

As part of our work to collate actionable insights to improve the customer experience, we have developed an ‘always on’
method of gathering customer data. This is thanks to our introduction of an industry leading Customer Experience
Measurement solution, which uses sophisticated technology to monitor, analyse and deep dive into customer sentiment.
We are capturing feedback from all customer touchpoints, giving us a holistic view of the entire customer journey. Using
this data, we are delivering customer insight driven change, making us more responsive through faster and more focused
action planning.

Communities

We have continued to ensure positive engagement with the communities we serve. Vessel reliability and fleet availability
have proved challenging, and this has played a difficult part in our relationships within communities. At times this has
been particularly challenging as we have been faced with difficult decisions on how to deploy a remaining fleet to maintain
a breadth of lifeline service. This has often meant we have had to spread the impact of disruptions over a larger number
of communities. Despite this we have maintained generally positive interactions with our communities throughout this
year.

Our people have worked hard at ensuring we remain at all times focused on delivering the best service within the options
available to them. Throughout this very challenging period it has remained important to maintain strong communication
and we are grateful for the efforts our people have played in delivering tough and difficult messages to their communities.

Improvements this year have also been made through the help of our communications team in ensuring our
communications on disruptions are completed in an honest and timely way. Whilst this remains challenging at times of
disruption, our efforts here have seen improvements in our messaging.

We have continued to commit our time and efforts to support over 25 Ferry Committees and other community group
meetings across the network. By ensuring our focus and attention to these group meetings we have seen positive
improvements, particularly with regards to open, honest and transparent discussions.

Ferry stakeholder group meetings have continued twice-yearly with representation at each of the three geographical
Scottish Government meetings where we have worked closely with Transport Scotland, CMAL, Hitrans and relevant local
councils.

The Ferries Community Board has continued to provide a very valuable link across the network. Through the Community
Board we have been able to seek opinion and viewpoints on matters impacting our contract and our service. The board
have played an influential part in helping us to shape our business. An example being the Community Board involvement
on the introduction of our new ticketing system.

This year, we have also taken part in several commercial haulier group meetings. The meetings have allowed our
commercial customers to give their view on our service and to highlight concerns they have regarding the impact over
fleet deployment. They have further allowed our commercial customers an opportunity to highlight future growth potential.
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Environment

Our vision is to provide a resilient and environmentally sustainable service in a changing climate to support the economic
growth of our communities.

To deliver our vision, our Environmental Strategy has focussed on four core priorities (i) to operate an optimally efficient
ferry service that has lower greenhouse gas emissions; (ii) to provide a reliable ferry and port operation that is resilient
to climate change; (iii) to generate minimal waste and sustainably use materials; and (iv) to protect biodiversity on land
and in our seas. The core priorities of the Strategy are embedded throughout the business, with defined targets set and
progress closely monitored.

This year our (Green House Gases) GHG emissions have increased overall by 6% from 2021/22. Comparative analysis of
Scope 1 and 2 emissions suggests an approximate 6% increase in GHG emissions since the previous year and a 1%
increase in emissions arising since the 2019/20 base year. The scope of the GHG inventory report has expanded this year
to include the additional Scope 3 well-to-tank emissions from electricity generation, transmission and distribution and
business travel.

The intensity ratio of kg CO2e per passenger km (vessel emissions) has reduced by 33% in comparison with the previous
year and by 32% compared to the 2019/20 base year. The intensity ratio of kg CO2e per passenger km (whole organisation
emissions) have decreased by 34% in comparison with the previous year and by 16% compared to the 2019/20 base
year.

Total waste arisings have remained the same as last year although passenger humbers have increased, recycling rate has
marginally decreased by 1 percentage point to 58% and landfill rate decreased by 2 percentage points to 36%.

This year we developed and delivered several sustainability initiatives, the highlights are:

To reduce emissions, we appointed a full-time Fuel Efficiency Manager to support improvements in the energy efficiency
of our vessels and as part of a Consortium, we have received government funding for a 4-year project to demonstrate
retrofitting of emission control solutions on existing ships.

To minimise waste, we have phased out single-use plastic items used in our retail outlets that were introduced during the
COVID-19 pandemic and our Supplier Relationship Management programme has expanded to 26 suppliers where supplier
sustainability objectives are monitored through a score carding process. We also donated 70 redundant IT devices to
charities and community groups around the network.

To protect biodiversity, we continued our partnership with the conservation charity ORCA and two Wildlife Officers were
appointed to engage with passengers and facilitate the monitoring of marine mammal populations on five routes. Overall,
18 marine mammal surveys were completed by ORCA volunteers, and 728 individual animals recorded. This year a
programme of mini cruises was trialled on eight routes across the network giving passengers a chance to observe and
learn more about local wildlife from our Wildlife Officers. The Volunteer Seabirds at Sea (VSAS) citizen science scheme
also completed 13 seabird surveys across two routes.

Perth Harbour

CFL operated Perth Harbour on behalf of Perth and Kinross Council between 3 July 2018 and 30 September 2023.

During the contract tenure Perth Harbour operations faced an ongoing challenge owing to silting of the basin at the harbour
entrance. This silting has required a draught restriction to be imposed on vessels using the harbour to ensure they can do
so safely. Although a licence was obtained to complete part of the dredging works Perth & Kinross Council performed a
review of the harbours viability as a Council asset at which point a decision was reached to close Perth Harbour as a
commercial port.

In the last period of the contract CFL continued to work closely with shipping agents and stakeholders to drive business
and welcomed the largest vessel at Perth in 15 years.

NASH Maritime completed the Port Marine Safety Code Audit and noted an increased score from “Fair” to “Satisfactory”.

In 2021 the Perth Harbour Community Fund was launched and since its launch The Fund has awarded some fourteen
groups a total of £17,411. In 2023, CFL commissioned Social Value Business (SVB) to measure the social value (community
benefit) of The Fund, this evidenced a social value created of £104,723.
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CMAL Harbours

Our harbour operations continue to thrive following the removal of pandemic restrictions in 2023. During 2023, CFL
engaged with cruise agents which saw the number of ships rise back up to 140. By working closely & collaboratively with
industry partners to promote the harbours, supporting growth for both commercial cargos including alternative methods
of shipping timber, and cruise activity, this ensures local island communities and businesses continue to be supported. In
2024 the forecast is to receive 385 ships which is an impressive increase when compared year on year, including against
pre-pandemic data.

During the reporting period our Harbour Operations function was audited by CMAL in line with the Port Marine Safety Code
requirement, including five ports visits. The outputs of the audits found no nonconformities against CFL, but identified
minor observations relating to housekeeping and process, evidencing CFLs strong commitment to deliver successful, safe,
operating functions for our client in line with legislation, but also best industry practices identified by the auditor and
shared with other ports. 2024 will see the Designated Person visit another five ports as part of the programme, with our
commitment to reduce observations by 3%.

2023 also saw our 26 CFL operated ports undergo an environmental quality audit by Keep Scotland Beautiful
(www.keepscotlandbeautiful.org), achieving ‘Silver’ accreditation which evidences continuous improvement from the 2017
& 2019 audits. The Ports and Harbours Environmental Award accolade, adapted from the criteria for the National Award
for Environmental Excellence, recognises the achievements of both organisations across a variety of areas, including
building maintenance, cleanliness, waste management and engagement with the local communities. Our objective for
2024 is to increase our score by 5%, achieving ‘Gold’ standard, linking our policies and practice to ISO accreditations &
our environmental strategy goals.

Our strive for operational excellence & continuous improvement remains at the forefront, promoting existing locations and
facilities, ensuring that port & harbour developments incorporate the needs of our customers and local communities for a
prosperous and sustainable future within a challenging, but continuously developing industry.

Principal Risks

The Group’s Risk Management Strategy

The Group’s Risk Management Strategy ensures that the wide range of risks related to the challenges faced by the
organisation are captured and managed. This year, the company revised its risk appetite in line with political and economic
climate whilst looking to the wider industry for emerging trends. The Group continues to take a continuous improvement
approach to its Risk Management framework and to ensure that the associated risk registers are effectively capturing and
managing identified risks.

The Corporate Risk Register records those risks that may affect the organisation as a whole and may prevent the
achievement of the strategic goals and objectives. The Register is linked to the Group’s risk appetite statement and all
risks are assigned a value measure-based probability_and impact. This enables any risks_to be assessed in line with the
appetite and appropriate risk treatment deployed. The Register is regularly reviewed and assessed by the Executive team
and Board members.

The Group have a Risk Management function to further enhance and facilitate the management of risk throughout the
organisation. The principles being applied by this team ensure that risks are initially identified, mitigated wherever
possible, and_that ongoing reviews are carried out.

17


http://www.keepscotlandbeautiful.org/

David MacBrayne Limited/Company Number SCO15304/31 March 2023

Key Risks Facing the Organisation

Contract -
Funding levels

contractual income required is
not sufficient to fully cover the
cost of delivering CHFS
services, and resulting in
contractual losses.

Ref Risk Key Mitigations

Clyde and There is a risk of further losses | We are collaborating with Transport Scotland on a number of
Hebrides Ferry | in  Contract Year 7 and | initiatives to mitigate this risk:

Service Contract Year 8 as the

Discussions ongoing with Transport Scotland, to
provide additional funding to cover increasing vessel
resilience and obsolescence on the fleet.

Clyde and
Hebrides Ferry
Service
Contract -
Extension

There is a risk that CFL will not
be the operator of the CHFS
services beyond 30 September
2024, as there is currently no
contract extension. At date of
signing, Transport Scotland
have announced that they
have launched a due diligence
process to explore awarding
the next contract to operate
the Clyde and Hebrides Ferry
Services directly to CalMac
Ferries Ltd.

Transport Scotland have commenced a due diligence process to
establish the feasibility of a direct award using the “Teckal
exemption”.

CFL will support Transport Scotland with the due
diligence process.

CFL will provide the relevant information/submission
in line with Transport Scotland’s requirements, and in
support of a Direct Award.

The submission will include funding levels to cover the
full cost of delivering CHFS services, with financial
risks identified and included to mitigate future losses
while providing value for money to the taxpayer.

Fleet
Reliability

There is a risk that some of our
vessels may be unavailable for
an extensive period, impacting
on our ability to deliver a
reliable service. This risk
arises as we operate a fleet of
vessels with a diverse age
range, condition, and
complexity.

This risk has been realised in
the last 12 months and will
continue to be the Groups
biggest risk until new vessels
are brought into the fleet.

We are collaborating with CMAL (vessel owner) on a humber of
initiatives that will improve vessel reliability:

Delivery of Upgrade and Resilience programme of work
for the fleet.

Major Vessel Replacement Programme which is in
progress.

Provide support for Transport Scotland to develop the
vessel strategy for the Scottish Government Ferries
Plan.

Exploring the potential chartering of vessels in
collaboration with Transport Scotland.

We have also developed a programme of Fleet Reliability
improvement initiatives that include:

Introduction of a defect management system, as well
as improvements to defect management processes,
identifying defect trends and relevant actions.
Delivery of Preventative Maintenance Strategy, and
condition monitoring programme for major vessel
equipment.

Embedding learnings and improvements because of
our experience, vessel technical events and
investigations.

Throughout 2023 we have implemented an improved Fleet
operating model for the organisation. This model will bring
enhancements to our decision making, management of change
and quality assurance around vessel maintenance.

Overhaul
Schedule

There is a risk that emergent
works prevent us from
achieving our overhaul
schedule. This would impact
the summer timetable and
increase maintenance costs
for the fleet.

Unforeseen work can be
attributed to a combination of

We have a continuous improvement approach to our
overhaul period and look to extract lessons learned at
the end of each overhaul season. This includes annual
reviews with our yards.

An improved Fleet operating model will be
implemented throughout 2023, which will deliver
improved decision making around vessel maintenance.
An audit programme of key external suppliers involved
in vessel maintenance will be introduced throughout
2023.
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equipment obsolescence,
conflicting workstreams and
supply chain delays.

Exploring the potential introduction of additional
vessels via Transport Scotland which will provide
resilience to the fleet.

Long term strategic framework agreements with key
stakeholders including but not limited to the shipyards
and original equipment manufacturers.

Traffic
Management

Our near miss and accident
data analysis shows that there
is a risk that a member of staff
and/or member of the public is
involved in a Road Traffic
Accident at a CalMac Port or
during the embarking
/disembarking of a vessel. This
risk could be caused by
insufficient controls being in
place and or members of the
public failing to comply with
staff instructions and the
highway code.

Each Port has an individual traffic management plan
which lists the controls for that location. This is
reviewed regularly.

A robust assurance programme is in place which
subjects the traffic management arrangements to an
independent review.

A close working relationship is in place with CMAL and
3  Party Harbour's to improve infrastructure
arrangements and address any deficiencies in traffic
management infrastructure.

We continue to improve the safety information made
available to customers at the time of booking and via
our website.

Near misses and accidents are investigated to
understand the root cause and where learning is
identified remedial actions put in place.

Staff
Wellbeing

There is a risk that staff
wellbeing may deteriorate
during periods of business
disruption. This risk may arise
due to stress associated with
the role, particularly during
periods of significant
disruption and the increased
workloads associated with
decreasing vessel reliability.

This risk may result in
increased staff absences and
challenges retaining staff.

Formal and regular  programme  of  staff
communication, including the introduction of our
People Steering Group. This group is aimed at raising
staff concerns directly with the senior management
team.

Monitor staff, provide support and raise awareness of
assistance available.

Introduction of a revised operating model and
organisational structure which will deliver an improved
distribution of responsibilities.

We have invested in an employee assistance
programme that provides support on physical and
mental wellbeing.

Recruitment

There is a risk that we are
unable to recruit enough
suitably competent staff to key
roles, including the manning of
vessels.

This may be influenced by a
more  competitive labour
market, the reduction in
seasonal workers post-Brexit
and the post pandemic
recovery.

We have established a recruitment focus group with
key stakeholders from across the organisation to help
shape our strategic approach to recruitment.

We have implemented measures that help accelerate
our recruitment process.

We continue to invest in our apprenticeship
programme, specifically encouraging recruitment from
the island communities.

We have improved the branding and marketing of our
job vacancies to help attract the best talent.

Stakeholders and Section 172 Statement

In line with the requirements of S172 of the Companies Act 2006, the Directors present details of their duty to promote
the success of the Group for the benefit of stakeholders. We have identified our key stakeholders, the issues that matter
most to them and the engagement activities conducted during the year.

A summary of key discussions and decisions taken by the Board, with examples of how stakeholder considerations have
been reflected, are included on page 16-19.

Customers

Key Issues
Regular and reliable ferry service

With minimal disruption to support island residents, and customers’ business and leisure travel expectations.

Communication
Timely communication during periods of disruption to ensure customers are informed of service changes.
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Community Engagement
Regular engagement with communities, providing the opportunity to contribute directly on priority issues relating to
service provision.

Engagement in 2023

Customer Steering Group

We hold regular Customer Steering Group meetings for our colleagues and customers to collaborate on key customer
focused issues and improve where possible. Meetings focus on core operational issues/impacts, to seek feedback and
identify ways to improve our service.

Communication

We continually review our customer communications, and regularly assess the impact of these communications to identify
where we can improve. Our primary focus this year has been disruption management and how we can better support our
customers via our ‘truth well told’ approach. Through cross departmental collaboration and actions driven via customer
led insight, our teams aim to provide timely, accurate and quality information that aligns with our customers and colleagues
needs.

Community Engagement

Due to the level of service disruption, this year has been challenging for our customers. We have held consultations, face-
to-face community drop-in sessions and attend key community forums. Inviting our customers to contribute directly on
priority issues has allowed for more meaningful engagement and understanding of the challenges our customers face.

eBooking
On 16 May 2023, we launched our new modern ticketing platform eBooking, which allows customers to book travel across
the network online. This technology replaces our legacy ticketing system which was c30 years old.

Client (Transport Scotland)

Key Issues
Transport Scotland’s vision is for a sustainable, inclusive, safe, and accessible transport system helping deliver a healthier,
fairer and more prosperous Scotland. The key issues in relation to the CHFS contract are;

Resilience: the technical resilience of the current fleet to deliver reliable services.
Community Engagement: effective community engagement.
Infrastructure strategy: the development of a long-term strategy for vessels and ports.

Engagement in 2023

We attend monthly contract meetings where detailed KPIs and performance are reviewed. We are an active participant in
the Ferry Division’s monthly Network Strategy Group and Project Steering Committees, to support the client make
procurement choices and build the long-term strategy. We also support the client in community engagement either on
their behalf or in collaboration.

We are working collaboratively with Transport Scotland, aligning ourselves to the principles set out in the Miller Heiman,
Large Account Management Process, to build our relationship as a strategic partner.

Suppliers

Key Issues
Brexit

We have continued to work closely with our suppliers during the period to mitigate post-Brexit issues, to ensure continuity
of supply for the business and negotiate effectively to limit cost increases.

Russia/Ukraine War

Since February 2022, we have worked closely with our key suppliers to determine the impact of this conflict on our supply
chain. We have continued to engage regularly, and risks have been highlighted, including price increases and potential
issues impacting continuity of supply, which we have been effectively managing.

Prompt payment

Suppliers expect to be paid promptly after goods or services have been provided. We adopt processes in line with Scottish
Government Prompt Payment policy, with 93% of suppliers paid on time and within 30 days during the period.
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Engagement in 2023

Supplier Relationship Management (SRM)
We continue to develop and improve our SRM programme. Processes and procedures have been continuously improved
to enable this work stream, which supports the delivery of high-quality goods and services.

Supplier Score-carding

This has successfully been implemented for an identified range of critical suppliers. This includes scoring suppliers across
essential criteria for quality, cost, sustainability, and service. This initiative continues to be an established part of our
business-as-usual processes, with buy in from our internal stakeholders and supply chain.

Where appropriate, the Competitive Procedure with Negotiation (CPN) continues to be used as the route to market. In
our regulated procurement environment, this continues to support engagement with suppliers during the procurement
process to enable the award of robust, commercially viable contracts that have delivered high quality goods and services.

Employees

Key Issues

Staff welfare and wellbeing

In support of ongoing staff wellbeing, we have further embedded our Wellbeing and Inclusive CalMac Groups, with
representatives from across our network. An inclusive females' sub-group has been established to identify and address
any barriers and challenges faced by our female workforce. In addition to our Occupational Health service, the use of our
enhanced Employee Assistance Programme via access to a wellbeing app has increased from 40% in 2022 to 69% in
2023.

Pay and conditions
A one year pay deal with our four recognised trade unions was negotiated during 2023, covering the period up to 30
September 2024.

Career development and training

We have continued to invest heavily in the development of our staff. This included statutory training, to ensure our staff
maintained their professional certification, as well as developmental training and a leadership programme for our Top
Talent as identified through our Talent Management and Succession Planning process.

Engagement in 2023

Our People Steering Group is now well established, providing a forum for colleagues from across all areas of our business
to discuss and provide feedback on issues impacting our people. An Executive Staff Engagement Group meets monthly
to monitor progress against our targets and to drive engagement initiatives. Progress is measured via twice yearly pulse
surveys. Our latest survey results show that 71% of our staff trust their line manager, and 69% feel supported by their
line manager. 67% of our staff would recommend CalMac as a great place to work. This is below our target of 75% and
is reflective of the many pressures faced by our frontline staff in delivering a service in challenging circumstances over
the last year.

Local Communities

Recruitment

We continue to support modern apprenticeship across the network with 100% of our modern apprentices this year
recruited from communities and areas we serve around the network. Our efforts to ensure our people are recruited from
all around the network continue. This has seen several senior manager posts co-located around the network. Operations
Director, Head of Operations, Area operations managers, and Head of Marine, all being posts that are now network based.
Lessons learned from the pandemic have allowed us to apply greater flexibility on work location. Incorporation of Microsoft
Teams has enabled several people to operate successfully from port locations around the network. This has been a positive
development for our staff and local employment in our communities.

Training opportunities

Discussions are underway with the University of the Highlands and Islands to explore partnerships on the delivery of local
training. Utilising the UHI satellite campus arrangements would allow us to ensure training can be delivered to peoples
home and work locations. it is hoped that further partnership can be delivered in the coming year.

Environment

Key Issues

Climate Change
The effect of a changing climate presents a range of challenges to our operations. This year 4,152 sailings were cancelled
due to adverse weather conditions and extreme tides. Caledonian Maritime Assets Limited (CMAL) have installed webcams
and weather and tide monitoring equipment at sixteen ports providing live information to our vessels to assist with
weather-routing.
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Greenhouse Gas Emission

Our most significant environmental issue is the emission of greenhouse gases (GHG) from the direct combustion of fuel
by our vessels. Vessel fleet fuel consumption was responsible for 80% of annual total GHG emissions in 2022/23. In
September we appointed a full-time Fuel Efficiency Manager to support improvements in the operational energy efficiency
of our vessels and as part of a Consortium, we have received government funding for a 4-year project to demonstrate
retrofitting of emission control solutions on existing ships.

Waste

This year we generated 2,200 tonnes of waste across the network with 58% of this being sent for recycling and 36% sent
to landfill. At twenty-seven of our ports, we continue to rely on local authorities for the disposal of our general and mixed
recycling waste who, with the exception of Highland Council, continue to landfill all collected general waste. We continue
to explore opportunities to recycle more of our waste, through expansion of recycling collections and new recycling
contracts.

Engagement in 2023

We continue to engage with Transport Scotland and Caledonian Maritime Assets Limited to decarbonise the vessel fleet
and ports and ensure new vessels and port upgrades are resilient to the effects of climate change. We engage with our
suppliers through our Supplier Relationship Management Programme to minimise waste and with staff, passengers, port
owners, local authorities and our waste collection contractors to maximise recycling.

Shareholder

Key Issues

Group Financial Performance, including the strength of our Balance Sheet.
Understanding and supporting delivery of our Group strategy and operations.
Strong relationships, with open communication channels to the Board.

Engagement in 2023

Annual Report
The Annual report provides details of Group financial performance, as well as progress against key priorities, with clear
and transparent messaging.

DML Board meetings are held throughout the year with our Sponsor (Shareholder representative) in attendance.
Shareholder engagement meetings were held throughout the year to discuss Group growth and operational strategy.

Board discussions and decisions taken during 2023, where stakeholder views were
considered and informed the decision.

Asset Management Excellence

This programme has been designed to enable our operation and the management of our assets to become more reliable,
resilient and fit for the future. The business has undertaken a review of the way we manage our assets, including lessons
learned and cost impacts from previous incidents. The conclusion was that a newly aligned operating model would make
the biggest positive impact in addressing the challenges we face around how we manage our assets. As a result, a new
Target Operating Model has been designed and built around the support required to manage the vessels most effectively
and puts quality at the heart of what we do. The target operating model is focused on different time horizons, enabling us
to not only manage day to day but also position ourselves for the long term, putting us in a positive position for the
upcoming CHFS3 tender.

Finance & Procurement System

Our Finance Team is focused on delivering visible service improvements to the business through having the right talent,
robust controls across the business, highly efficient processes, and the ability to provide timely financial performance
information and business insight. A critical component of this is bringing in modern Finance & Supply Chain technology as
the existing system was implemented circa 20 years ago. A modern Finance & Supply Chain system is also integral to the
implementation of our new Asset Management Technology maritime software, which will allow us to ensure that all aspects
of fleet maintenance and parts management are carried out efficiently.
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Financial Planning

Financial Planning, funding allocation and dividend policy decisions.

In line with our agreed policies this year’s plan was approved by the Board following a comprehensive review of our
strategic priorities and risks. We regularly review how we are performing against plan and report monthly and year to
date financial results compared with the Board approved plan. This is in addition to reviewing the financial forecast outlook
for the year. There is a process in place to assess this performance and the opportunity to take decisions to ensure that
funding is allocated appropriately and to address any emerging risks, e.g., fleet maintenance driven by the increasing
average age of vessels.

During the annual planning process and as part of our regular strategy reviews, we look at our funding requirements. This
ensures that our financial planning supports our strategy with consideration to invest in the capability, scale of the Group,
and meet shareholder expectations by paying dividends when appropriate. Our strategy is ambitious but will position DML
well for our long-term prospects and growth ambitions, while honouring commitments to our stakeholders.

TV Documentary Programme

The board approved a TV company making a documentary about the CalMac ferry services covering our people, our
customers and the communities we serve. We hope that this will allow more people to see the work that we do, the effort
that our people put in to help our customers through good times and bad, and the many and varied reasons for which the
communities we serve use our ferry services.

Divestment of Solent Gateway Ltd
During the financial year the board approved the divestment of our Joint Venture Solent Gateway Ltd, the sale brings a
return on investment for the Group and the Scottish Government.

Governance

Board of Directors

Erik Ostergaard

Chairman

Erik @stergaard OBE is CEO of a transport and logistics organisation. He has more than 35 years of experience in senior
management positions in the shipping, ferry and transportation industry. Originally trained in shipping, he later studied
international economics and management at IMD in Lausanne, Stanford Graduate School of Business, California, and
Booth School of Business, University of Chicago where he was awarded a Masters in Business Administration. He has held
and holds office as a Non-Executive Board Member or Chairman of several companies in the shipping and transportation
industry, numerous government committees and boards of trade associations.

Duncan Mackison (Resighed 16 September 2022)

Chief Executive

Duncan Mackison was the Chief Executive Officer for David MacBrayne Limited. Duncan is a Board level professional with
expertise in the delivery of high value, complex service contracts to government and public sector clients. Prior to
resignation he was an Executive Director for the David MacBrayne Group, CalMac Ferries Limited and Solent Gateway
Limited. He is also the Vice-President (Royal Marines) for the Reserve Forces & Cadets Association Lowland Board and
Chairman of the Board of Governors for The Glasgow Academy.

Robbie Drummond

Chief Executive Officer

Robbie Drummond is Chief Executive Officer for CalMac Ferries Limited and Executive Board Director for the David
MacBrayne Group. He leads the delivery of our services across 35 vessels, 51 ports and over 1,828 staff as at March
2023. His previous roles in the Group include Group Finance Director, Transformation Director, Bid Director and Operations
Director. He is a member of Interferry’s Operator Policy Committee where the top 15 global ferry companies consider
industry and regulatory matters.

Robbie is skilled at building relationships with a wide variety of senior stakeholders and local communities, leading teams
through change and passionate about driving business performance improvement. He has a keen interest in supporting
local business, particularly community based, and serves as Chairman of Stramash (an outdoor nursery social enterprise)
and is on the Board of the SCDI (Scottish Council for Development and Industry).

Susan Browell

Non-Executive Director (Resigned 30 November 2022)

Susan Browell is a Board level HR professional with over 30 years’ strategic and operational experience gained in public,
private and non-profit organisations in the UK with some International experience. She is a Chartered Fellow of the
Chartered Institute of Personnel and Development. Ms Browell has been responsible for change programmes, consultancy
projects, management training and leadership development for a variety of organisations in the UK and overseas and
lectured at a university business school. She has also authored books, book chapters and articles. She is currently a
Public Interest Member for the Institute of Chartered Accountants Scotland and was a Non-Executive Director for the
Scottish Prison Service and a Trustee of Diabetes UK. She has been a regular passenger of CalMac for over 30 years.
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Michael Comerford

Non-Executive Director (Resigned 30 November 2022)

Michael Comerford originally trained as a Naval Architect and has over 35 years’ experience in shipbuilding, shipping,
offshore energy, and logistics, starting his career with Lloyd’s Register of Shipping. He has held industry leadership
positions focussing on asset integrity and asset management, organisational competence, and operational excellence with
Bureau Veritas, Petrofac Ltd and most recently in a consultancy role with the Global Offshore Wind Division of the Danish
state utility DONG Energy. He served as a Regional Director for Scotland and Northern Ireland of the UK Maritime and
Coastguard Agency (MCA) and subsequently on its main Board as Director of Strategy and Communications. Prior to this
he was Managing Director of Lithgow’s Ltd Marine Division comprising four shipyards and a ship design consultancy. He
has extensive Board experience as a Director and Chairman, with expertise in Asset Management, Risk, Safety, Audit and
Business Continuity. He is a Chartered Engineer, a Member of the Royal Institution of Naval Architects (MRINA), an
Associate Fellow of the Nautical Institute and an RYA/MCA commercially endorsed yacht master and instructor. In July
2018, Michael was appointed as a Non-Executive Director of the Port of Tyne.

Tim Ingram

Non-Executive Director

Tim Ingram brings health and safety, risk management and governance skills and a range of energy industry, marine
and port operations experience. He is the Chair of David MacBrayne’s HSQE Committee and is a member of the Audit &
Risk Committee. He was a Non-Executive Director and Vice-Chair of Western Isles NHS Board, Principal Inspector at
Health and Safety Executive and has held director roles at Maersk Qil, Wood Group, Dana Petroleum and Port of Tyne.
He now runs a specialist corporate safety consultancy.

Grant Macrae

Non-Executive Director

Grant Macrae is a Member of ICAS and CIPFA and has extensive experience of audit, risk management and governance.
For many years he led external audit of a wide range of entities owned by government across the public sector. He has
participated in the development of international accounting standards. Since returning to the UK he has been a board
member of several bodies where he has chaired finance or audit and risk committees. He has also been an independent
member of the audit and risk committee of two large organisations. He is currently a Board Member of the Scottish Police
Authority.

Sharon O'Connor

Non-Executive Director

Sharon O'Connor is a Fellow and Chartered Director of the Institute of Directors and a Chartered Fellow of the Institute of
Personnel Development as well as being professionally qualified in Marketing. She was the former Chair of the Education
Authority NI and was previously Chief Executive of Derry City Council. She has extensive experience in capital projects,
public services, economic development, tourism and is a Board member of the Sustainable Energy Authority of Ireland
(SEAI); and the NI Transport Holding Company (Translink).

David Beaton (Appointed 19 June 2023)

Non-Executive Director

David Beaton was born and raised in Sutherland and has lived in the Isle of Skye for the last 35 years apart from a short
spell in Chicago, United States as Managing Director for Stagecoach owned companies. He will bring direct knowledge
and a lived experience of the key issues effecting rural and island communities. Mr Beaton has a wealth of public transport
skills and experience. He has been involved in the public transport sector since 1988, with 25 years of that directly involved
in managing public transport in the Highlands and Islands. He is also Chair of the local Royal National Lifeboat Institution
fundraising committee.

Principal Activity and Business Review

David MacBrayne is a publicly owned private company with the Scottish Government being its sole shareholder. Its primary
activity is to operate ferry services and port management for Clyde and Hebrides.

CalMac Ferries Limited (CFL) is a wholly owned subsidiary of David MacBrayne Limited (DML), which is wholly owned by
Scottish Ministers.

CFL was created in October 2006 to bid for the Scottish Government contract to operate Clyde & Hebrides Ferry Services
(CHFS 1), which it subsequently won, and which was extended to September 2016. In May 2016, following a full tendering
process, CFL was awarded the CHFS 2 contract to run the services for a further eight years to 2024.

Purpose Statement and Values

We are the heart and soul of the places we sail and the people we serve. We are hard-working and conscientious, resilient
and responsible, warm and welcoming to all.

Our core purpose is to navigate the waters, ensuring life thrives wherever we are.

e 'To navigate’ is to successfully find a way from one place to another.

e 'the waters’ or indeed challenges, problems or change can be smooth or rough, charted or uncharted, familiar or
unfamiliar.

e 'ensuring life thrives’ as we want all life to flourish and thrive — our colleagues, our communities, our customers.

e 'wherever we are’ indicates we will do this in every location in which we operate.
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Our core values are:

e People First - We help each other thrive.
e Locality - We act in the best interests of the places we serve.
e Bravery - We think and act with courage and conviction.

Corporate Governance Statement

The Group is committed to ambitious standards of corporate governance, business integrity and professionalism in all its
activities, a summary of which is set out on the remainder of this page and pages 21 to 23.

Board of Directors

The David MacBrayne Limited Board is the principal decision-making forum for the Group. It has overall responsibility for
leading and controlling the Group and is accountable to the parent company’s sole shareholder, the Scottish Ministers, for
financial and operational performance. The Board approves Group strategy and monitors performance. The Board has
adopted a formal schedule of matters specifically reserved for its decision, which is reviewed on an annual basis.

The role of the Chairman is distinct and separate, with a clear division of responsibility.

The Chair leads the Board and ensures the effective engagement and contribution of all Non-Executive and Executive
Directors. Executive Directors have responsibility for all operating companies' business and act in accordance with the
authority delegated from the Board. Responsibility for the implementation of policy, strategy and operational
management is delegated to Executive management.

A minimum of four Board Meetings are held each year. Board Meetings are structured to allow open discussion and all
Directors participate in discussing the Group’s strategic aims and performance, as well as financial and risk management.
All Directors declare any conflict of interest at the beginning of each Board or Board Committee meeting. The Board is
supplied with comprehensive information in advance of each Board Meeting, including financial and operational reports
covering the Group's business activities. Members of the senior management of the Group companies regularly attend and
make presentations at Board Meetings. A representative of the parent company's sole shareholder attends each Board
Meeting. Board Meetings are supplemented by workshops/development sessions as appropriate throughout the year.

Board balance and independence

The Board currently comprises four Non-Executive Directors (including the Chair) and one Executive Director. Recruitment
for a further two Non-Executive Directors is currently underway. The Board considers that all Non-Executive Directors are
independent.

The Directors believe that the Board functions effectively and efficiently and is of an appropriate size in relation to the
Group's level of business and associated responsibilities.

The Directors believe their collective experience provides an appropriate mix of skills, experience, and expertise. The
Board Committees comprise Directors with a mix of relevant skills and experience such that no undue reliance is placed
on any one individual.

The Non-Executive Directors combine broad business and commercial experience with independent and objective
judgement and constructively challenge and assist the development of proposals on strategy.

The balance between Non-Executive and Executive Directors enables the Board to provide clear and effective leadership
and maintain the highest standards of integrity and professionalism across the Group's business activities.

Appointment of Directors

All Board appointments are approved by Scottish Ministers. Non-Executive Directors are appointed for a three-year period
and can be re-appointed. Executive Directors are appointed for a period coterminous with the holding of the associated
executive post. All appointments and re-appointments are subject to the limitations prescribed in the Code of Practice for
Ministerial Appointments to Public Bodies in Scotland, as published by the Public Appointments Commissioner for Scotland.

Information, induction, and professional development

The Chair ensures that all Directors receive clear, accurate and timely information on all relevant matters. Any requests
for further information or clarification are dealt with or co-ordinated by the Company Secretary.

All Directors have access to the advice and services of the Company Secretary and are entitled to obtain independent
professional advice at the Company’s expense.

On appointment, a director receives a formal induction programme, including an introductory meeting with the Chairman

and the Executive Directors. During their term of office, Directors undertake such professional development as is
considered necessary to assist them in carrying out their duties as Directors.
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Performance evaluation

The performance of Non-Executive Directors is assessed by the Chair and the performance of Executive Directors is
assessed by their line manager and reported to the Remuneration Committee. The Chairman's performance is assessed
by the Scottish Ministers.

Internal control

The Board is responsible for the Group's system of internal control and for reviewing its effectiveness to safeguard the
Shareholder’s investment and the Group's assets. The system is designed to provide reasonable, but not absolute,
assurance against material misstatement or loss.

Procedures are in place to ensure that there is an ongoing process for identifying, evaluating, and managing the significant
risks faced by the Group, which is subject to regular review by the Audit & Risk Committee and the Board. The Board
continues to take steps to ensure that a consistent approach to these procedures is adopted throughout the Group.

The key elements of the system of internal control are as follows: -

Control structure

The Group's control structure is the responsibility of the Directors and Managers at all levels. The Group's organisational
structure has clear lines of responsibility and effective communication channels which ensures that best practice in
managing risks and controls is consistently applied throughout the Group.

In addition, the Group's internal and external auditors present reports to the Audit & Risk Committee which include any
significant internal control matters which they have identified.

Under ISO 14001:2015 standard, CalMac Ferries Limited has implemented an environmental management system which
is aimed at minimising environmental risks and ensuring compliance with legislative and corporate governance
requirements.

Identification and monitoring of business risks

The Group has adopted a risk-based approach to internal control through evaluating the likelihood and impact of risks and
resting responsibility for risk management and internal control in a designated owner. Procedures include an ongoing
process of identifying, evaluating, and managing the Group's key risks and, where appropriate, enhancing the systems
which manage these risks. Regular review of the risks is undertaken by the Audit & Risk Committee and the Board.

Major corporate information systems

The Group operates a comprehensive budgeting and financial reporting system. The system provides monthly comparison
of actual results against budget, regularly revised forecasts, statements of financial position and key performance
indicators, all of which are regularly reviewed by the Board.

Standard financial control procedures, which provide assurance on the integrity of the Group's finances, are operated in
all companies within the Group.
Going concern

Based on the information available to them, the Directors have assessed that these accounts are prepared on a going
concern basis, however highlighting that that there is a material uncertainty.

The current CHFS contract ends on 30th September 2024. At date of signing, the Transport Minister announced that
Scottish Government will explore awarding the next contract to operate the Clyde and Hebrides Ferry Services directly to
CalMac Ferries Ltd. A due diligence process has been launched to establish the feasibility of a direct award using the
“Teckal exemption” in accordance with the Public Contracts Scotland Regulations 2015.

It is expected that the assessment will be complete summer 2024.

Board Committees

To provide effective overview and leadership, the Board has established several Committees with specific responsibilities
extending to all companies within the Group. The Committee Chairmanship and membership, all comprising Non-Executive
Directors, is refreshed at appropriate intervals.

Audit & Risk Committee

The Group Audit & Risk Committee is required, on behalf of the Board, to satisfy itself as to the adequacy and effectiveness
of the Audit and Risk policies and procedures adopted in compliance with all legislation and other requirements of audit
and risk affecting the Group’s activities.

The Audit & Risk Committee will assist the Board discharging their responsibilities in relation to the strategic processes for
risk, control and governance, the accounting policies, the accounts, and the annual report of the organisation, including
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the process for review of the accounts prior to submission for audit, levels of error identified and management’s letter of
representation to the external auditor.

The Committee will advise the Board on the planned activity and results of both internal and external audit reviews, the
Group risk appetite, tolerance and strategy and the current risk exposure.

The Committee reviews and monitors the independence of the external auditor in relation to non-audit assignments,
considering relevant ethical guidance.

The Committee undertakes an annual evaluation to assess the independence and objectivity of the external auditor and
the effectiveness of the audit process, taking into consideration relevant professional and regulatory requirements.

The Committee meets at least four times a year. The present members of the Committee are as follows:

G Macrae (Chair)
S O’Connor
T Ingram

The Board is satisfied that the Committee membership has recent and relevant financial experience.

Remuneration Committee

The primary function of the Group Remuneration Committee is to approve or, where appropriate, make recommendations
to the Board on pay and conditions, taking due account of the guidelines issued from time to time by the Scottish Ministers
in respect of bodies in the public sector. In particular, the main items which the Committee reviews and approves are as
follows:

basic pay levels for Executive Directors and Executive Team,

targets to be set for the purpose of the Executive Directors’ and Executive Team performance scheme,
performance payment awards under the Executive Directors’ and Executive Team performance scheme,

any matter concerning terms and conditions of service for the Executive and Non-Executive Directors and
Executive Team,

e any policy matters concerning benefits for the Executive Directors and Executive Team.

The remuneration levels for Non-Executive Directors are set by the Scottish Ministers each year. The performance scheme
for Executive Directors’ and Executive Team comprises:

e financial and operational targets,
e personal targets for individuals,
e related performance scheme awards for various levels of achievement.

The Committee meets at least twice a year. The present members of the Committee are as follows:

S O’Connor (Chair)
G Macrae
E Ostergaard

Health, Safety, Environment & Quality (HSEQ) Committee

The Group Health, Safety, Environment & Quality (HSEQ) Committee (formerly called the Safety Committee) is required,
on behalf of the Board, to satisfy itself as to the adequacy and effectiveness of the Health & Safety, Environmental, Quality
and Security policies and procedures adopted in compliance with all legislation and other requirements of safety, health,
environmental and quality matters affecting the Company’s activities. The Committee may investigate or comment on
these and any other related issues that are referred to it or as may appear to be necessary.

The Committee may take the opportunity to visit relevant sites to enhance their knowledge and understanding of the
Group’s activities. The Committee assists the Executive and Senior management teams in enhancing the approach to an
effective safety culture.

The Committee meets at least four times a year. The present members of the Committee are as follows:

T Ingram (Chair)
S O’Connor
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Board and Board Committee meetings

The number of Board and Board Committee Meetings held during the year, and the individual attendance by members
holding office for the year ended 31 March 2023, was as follows (figures in brackets denote the number of meetings which
members were eligible to attend):

Board Audit & Risk Remuneration HSEQ*
Erik @stergaard 12(12) - - -
D Mackison 4(4) - - -
R L Drummond 12(12) - - -
S Browell 6(6) 4(4) 4(4) -
M Comerford 6(6) - 3(4) 4(4)
T Ingram 12(12) 1(1) - 5(5)
G Macrae 12(12) 5(5) 7(7) 5(5)
S O’Connor 11(12) 5(5) 3(3) -

Based on committee membership through the year.

There is an appropriate level of parent company Director representation on the Boards of all the direct subsidiary
companies.

Executive Directors, Executive Team members and senior managers of companies within the Group are regularly invited
to attend Board Committee Meetings as appropriate.

Relations with sole shareholder

As disclosed in the Directors’ Report, the Company, which is currently designated as a Non-Departmental Public Body, is
wholly owned by the Scottish Ministers.

The Scottish Ministers’ appointed Assessor has the right to attend all Board Meetings.

Directors’ Remuneration Report

Details of Directors' remuneration for those holding office at 31 March 2023 are as follows: -

Employer's
Pension
Performance Benefits Total Contribution
Salary Fees Payment in kind 2023 2022 2023 2022
£000 £000 £000 £000 £000 £000 £000 £000
Executive Directors
D Mackison 83 - 3 6 92 190 10 22
R L Drummond 157 - 2 12 171 156 45 43
Non-Executive
Directors
E @stergaard - 38 - - 38 9 - -
M Comerford - 11 - - 11 16 - -
S O’Connor - 11 - - 11 1 - -
S Browell - 10 - - 10 11 - -
G MacRae - 10 - - 10 2 - -
T Ingram - 8 - - 8 2 - -
D C McGibbon - - - - - 20 - -
S Hagan - - - - - 7 - -
J Stirling - - - - - 6 - -
AV Tait - - - - - 14 - -
240 88 5 18 351 434 55 65

D Mackison employer’s pension contribution payments were paid directly rather than into a pension fund.

28



David MacBrayne Limited/Company Number SCO15304/31 March 2023

Pensions

The CalMac Pension Fund, to which each member currently contributes 6%, entitles members to a pension on retirement
based on their Final Pensionable Salary which reflects the highest salary in each of the last five years of pensionable
service. The financial effect of the pension arrangements for Executive Directors who were members of the CalMac Pension
Fund during the year is as follows: -

Annual Pension payable After taking account The effect on the Transfer value

from normal retirement of inflation during the transfer value of based on

date based on service year, the increase in the movement in accrued

and salary at March annual pension is annual pension is pension

2023 2022 2023 2022 2023 2022 2023 2022

£000 £000 £000 £000 £000 £000 £000 £000

R L Drummond 29 22 7 3 (77) 36 305 382

Allowance has been made in the above for the contributions made by Directors. Normal Retirement Age (NRA) within the
CalMac Pension Fund is 65.

Service Contracts of Executive Directors

The terms of appointment of continuing Executive Directors are as follows: -

Notice of termination Notice of termination
Term by the Company by the Director
R L Drummond Coterminous with holding the 6 months 6 months

associated executive post

Corporate & Social Responsibility report

Our approach to Corporate Social Responsibility (CSR) is to generate social and economic value for our communities by
being a community and customer driven organisation. We aim to share and tackle material issues within the communities
we serve and deliver our CSR goals through key community investment programmes.

CalMac Community Fund

The CalMac Community Fund exists to benefit the lives of people living in Clyde and Hebrides communities by supporting
nonprofit groups in our network to achieve their goals.

This round of Funding helped people connect with services and each other, especially helping those who are most in need.
The Fund supported groups and projects working to tackle the following key themes:

Reducing social isolation

Improving health and wellbeing

Addressing issues related to poverty, especially in relation to the cost-of-living crisis
Local and community transport

We are proud to announce 41 new awards to local groups - a total of 63 awards to local causes from the 2023 Fund.

Since its launch in 2019 the CalMac Community Fund has supported 258 groups during challenging circumstances to
deliver:

e Health and wellbeing outcomes including changes to people's physical health, psychological and emotional
wellbeing.

e Social and community outcomes including improved social engagement and cohesion, reduction of isolation and
increased cultural awareness, greater access to local community and social activities, development of new
friendships.

e  Education and skills outcomes including improved teamwork and communication and new technical, recreational
and life skills.

¢ Employment and volunteering outcomes including changes to employment opportunities and the generation of
1,734 volunteering hours.

¢ Environmental outcomes including raising awareness of local environmental issues and challenges and promoting
sustainable living.

Projects supported by the Fund have benefitted over 11,000 people living in the Clyde and Hebridean network.
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Perth Harbour Community Fund

The Perth Harbour Community Fund was created to make a difference and benefit the lives of people living in Perth and
Kinross.

The Fund was first launched in 2021 and made eight awards to groups tackling poverty, stigma and shame, social inclusion,
health and wellbeing and organisations that help people become self-dependent and resilient.

In 2022 a further nine awards were made to Groups that use the River Tay and surrounding areas, supporting the health
and wellbeing of all users.

All awards and projects supported by The Fund have benefitted c1900 people and have generated 334 hours of
volunteering.

Youth and Philanthropy Initiative

Young people and charities tackling social issues in our coastal communities' benefit from CalMac's partnership that aims
to build new life skills with support from CalMac employees.

The Wood Foundation's Youth and Philanthropy Initiative (YPI) is an active citizenship programme that empowers young
people to make a difference in their local communities while developing new skills.

CalMac enabled 777 pupils from participating schools to research social issues in their area and the charities working to
address them. They then make a case for their chosen charity as to why they should receive a £3,000 grant to help with
their work. Young people develop research skills, written communication skills and teamworking.

Our people engage in YPI by:
1. Attending online launch events to support the young people as they explore values and social issues in
their communities.
2. Forming part of a judging panel, listening to team presentations before selecting one group to award
£3,000 for their nominated charity.
3. Mentoring teams of young people to help develop their skills and confidence to use positively within their
community.

“The mentor helped us get our ideas on paper and present them better. They gave us helpful advice that will help us in
later life as well” - mentee feedback.

CalMac partnered 10 west coast schools including Nicolson Institute, Stornoway; Sir E Scott, Tarbert; Sgoil Lionacleit,
Benbecula; Castlebay Community School, Barra; Ullapool High School; Mallaig High School; Oban High School;
Campbeltown Grammar; Inverclyde Academy, Greenock and St Columba’s, Gourock.

Statutory Disclosures

Strategic Report & Directors’ Report

The Strategic report and the Directors’ report for the year ended 31 March 2023 comprise pages 28-34.

Directors and their interests

The Directors who held office during the year, or from their date of appointment, are as follows: -

E @stergaard

D Mackison Resigned 16 September 2022
R L Drummond

S Browell Resigned 30 November 2022
M Comerford Resigned 30 November 2022
T Ingram

G Macrae

S O’Connor

D Beaton Appointed 19 June 2023

K Ryan Appointed 1 December 2023

None of the Directors had any beneficial interest in the share capital of the parent company or any of its subsidiaries at
any time during the year.
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International Financial Reporting Standards

The consolidated financial statements have been prepared under International Financial Reporting Standards (IFRS) as
adopted by the European Union as set out in Note 1 Accounting Policies.

The financial statements of the parent company are prepared under UK Generally Accepted Accounting Principles (UK
GAAP), including FRS 101 Reduced Disclosure Framework.

Safety, Environment & Security

The Board recognises that safe operation of the ships and ports is of paramount importance and considers it essential that
there is constant review of all practices impacting on health and safety, environmental and security matters and that there
is constant vigilance over all aspects of the safety functions.

The responsibilities of the operational functions, including maintaining safety certification, compliance with safety of life
at sea and marine pollution prevention rules, food safety management as well as observance in respect of officer and crew
certification and qualifications, are clearly separated from the compliance and quality assurance function which is
responsible for ensuring that all aspects of safety are effectively managed.

A proactive approach is taken, and a regime of planned audits and inspections is maintained for ships, ports and support
services, the results of which are distributed, and actions agreed with the relevant personnel. Risk assessments and trend
identification form the foundation of all safety, environmental and security tasks.

The safety arrangements within the Group also involve regular reporting to the Group Safety Committee and to the Board,
thereby providing an appropriate review and challenge mechanism regarding all safety aspects of the Group’s operations.

Environmental Policy

The Group is committed to its ISO14001 certified Environmental Management System and is committed to minimising
the environmental impacts of its operations, continual improvement in its environmental performance, training and
communication of environmental policy and programmes to all staff, sustainable procurement, and employment of Best
Practicable Environmental Option (BPEO) in its activities.

Environmental Strategy

The Group’s Environmental Strategy 2021-23 aligns with the UN Sustainable Development Goals and the Scottish
Government’s 2020 Environmental Strategy. The four core priority areas of the Strategy are: Climate Action to reduce
emissions from fuel combustion and energy consumption; Climate Action to prepare for climate change and manage
climate risk; Responsible Consumption and Production to minimise waste and move towards circular economy thinking;
and Life under Water to protect biodiversity.

Methodology

The methodology used for the categorisation, quantification and reporting of the organisation’s GHG emissions is based
upon and consistent with the International Organisation for Standardisation ISO 14064-1:2018.

The annual energy consumption and associated greenhouse gas emissions of the Group during the 2022/23 Financial Year
have been consolidated through the Operational Control approach. The organisational boundary consists of the parent
company, David MacBrayne Ltd, and one of its primary subsidiaries, CalMac Ferries Ltd, along with its Human Resource
service companies, David MacBrayne HR (UK) Ltd and Caledonian MacBrayne Crewing (Guernsey) Ltd.

Several vessels are operated by third parties on behalf of CalMac Ferries Ltd under a time charter agreement. Neither
CalMac, nor David MacBrayne Ltd exercise operational control over these vessels, which are fully staffed, operated, fuelled,
and maintained by the chartering organisation. As a result, under the Operational Control approach, the emissions
associated with the fuel consumed by these vessels are recognised as being Scope 3 indirect emissions. However, due to
the unavailability of information, this emission source is currently omitted from the SECR report.

Annual energy consumption and associated greenhouse gas emissions are reported in kilowatt hours (kWh) and tonnes of
carbon dioxide equivalent (CO.e) respectively. Conversions have, where possible, been carried out using UK Government
GHG Conversion Factors for Company Reporting 2022 version 2.0.

99% of the organisation’s total emissions are from verifiable data. Where verifiable data could not be obtained, estimates
of consumption were produced from supplier estimates, pro-rata extrapolation or, where no details of supply/consumption
were made available, then benchmark locations of a comparable size and range of services was used or data from the
previous year.

The data uncertainty figure for direct combustion of fuel emissions is 0.6% and for electricity emissions is 11.3%.
The DML Group’s emissions and energy use data has been independently verified in accordance with the International
Organisation for Standardisation ISO 14064-3:2019 to a limited level of assurance.
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Materiality

All sources of energy consumption and carbon emissions within scope have been included in the assessment. No sources

have been excluded on a materiality basis.

Emissions and energy use

2022/23 2021/22 2019/20
Base year

Scope 1: Direct GHG Emissions (tCO2e)
Mobile transport (vessels, fleet vehicles) 128,109 120,984 126,625
Stationary combustion (gas, heating oil, wood chip) 256 336 163
CO2 from biofuels (Out of scope) 93 543 129
Scope 2: Indirect GHG Emissions from imported energy
(tCO2e)
Purchase of electricity 685 765 907
Total Scope 1 and Scope 2 Emissions (tCO2e) 129,050 122,085 127,824
Energy consumption used to calculate Scope 1 and 501,335,011 474,088,488 504,122,609
Scope 2 Emissions (kWh)
Scope 3: Indirect GHG Emissions (tCO2e)
Business travel (air, land, hotel stay) 827 715 684
Electricity transmission and distribution 63 68 -
EV charging points for public use 11 9 2
Waste disposal 417 409 -
Water supply and treatment 13 10 -
Well-to-Tank (vessels, fleet vehicles, gas, heating oil, wood 29,602 27,641 -
chip, electricity, business travel)
Total Scope 1, Scope 2 and Scope 3 Emissions (tCO2e) 159,983 150,938 128,510
Intensity Ratio
kg CO2e / passenger km (vessel emissions only) 0.066 0.100 0.098
kg CO2e / passenger km (whole organization emissions) 0.083 0.124 0.099

The scope of the Group’s GHG inventory was broadened in 2022/23 to encompass emissions related to well-to-tank
emissions for electricity and business travel. The inclusion of these Scope 3 emissions sources continues to enhance the
comprehensiveness of the Group’s annual SECR report.

Emissions since the 2019/20 base year shows the impact of the COVID-19 pandemic on energy and fuel consumption and
related emissions. Following recovery from the impacts of the pandemic, the data indicates a full return to normal
operational activities. In particular, the volume of fuel consumed in the vessel fleet has returned to 2019/20 levels. As a
result, the emissions arising from the combustion of fuel in mobile transport has increased by approximately 6% between
2022/23 and 2021/22, and 27% since 2020/21 when non-essential travel was most severely impacted by Government
restrictions.

Scope 2 electricity emissions have continued to reduce year on year, decreasing by approximately 10% in comparison to
the previous year, and 24% compared to the 2019/20 base year.

The amount of business travel has increased following the end of the pandemic, with a 16% rise in associated emissions

in comparison to the previous reporting period. However, when hotel stays are removed to enable comparison with the
2019/20 base year, business travel has not yet returned to pre-pandemic levels.
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Comparative analysis of all emissions calculated across Scopes 1, 2 and 3 suggests an approximate 6% increase in overall
GHG emissions since the previous year and an 24% increase in emissions arising since the base year. 95% of the latter
increase is attributable to the extension of Scope 3 to include electricity transmission and distribution, waste disposal,
water supply and treatment, and well-to-tank emissions which have been added to the scope of the GHG inventory since
2019/20.

Intensity Measurement

The Group’s primary measure of emissions performance is expressed as kilograms of CO2 equivalent (CO2e) per passenger
per kilometre. This ratio allows the organisation to measure its pri