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Dividend 
 
Report by Ricky Moffat, Head of Commercial Operations 
 
1 Purpose of Report 
 

Council will be aware following recent reporting in the press, a request 
made by City of Edinburgh Council to Lothian Buses to consider the 
possibility of an extraordinary dividend of £20 million over the period 
2017 – 2020. 
 
The purpose of this report is to advise Council of the concerns raised 
directly with Lothian Buses on the potential impacts this proposal by the 
majority shareholder may have on the bus company and specifically 
what effect this could have on services within the Midlothian area. 

 
2 Background 
 
2.1 At the City of Edinburgh Council meeting on 19 November 2015 a 

report on the Edinburgh Tram extension was considered which raised 
the possibility of an extraordinary dividend of £20m being received from 
Lothian Buses during the period of the next business plan covering the 
period 2017 - 2020. In considering this report City of Edinburgh Council 
approved a motion which instructed the Chief Executive, City of 
Edinburgh Council to; 

 
 “write to Lothian Buses to request details of any impacts such an extraordinary 

dividend would make on their future transport strategy, fleet modernisation plans, the 
likelihood of future fare increases, loss of other transport initiatives (hidden 
opportunity costs), and the confidence or otherwise of their ability to ensure the 
company can continue to meet its liabilities”. 

 
2.2 In response to this request Kenneth Lawrie, Chief Executive wrote to 

Jim McFarlane, Chairman and Interim General Manager of Lothian 
Buses (Appendix 1) outlining the Council’s concerns which a dividend 
could potentially have on the delivery of bus services within Midlothian. 

 
2.3 In his response via e-mail (Appendix 2) Jim McFarlane confirmed that 

similar concerns had been raised by East Lothian Council. In this 
response reference is made to a meeting of the Lothian Buses 
Regional Sub-Group where senior officials from Lothian Buses would 
outline how the company would respond to City of Edinburgh Councils 
request for an extraordinary dividend. Jim McFarlane also further 
confirmed Lothian Buses commitment to fleet investment and its 
network of services. 
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2.4 This meeting of the Regional Sub-Group took place on Thursday 21 
January 2016 in Haddington. Each of the minority shareholders 
Midlothian Council, West Lothian Council and East Lothian Council 
expressed their serious concerns that the impact of meeting City of 
Edinburgh Council’s request for an extraordinary dividend could have 
on the provision of services within their respective Council areas. 
Lothian Buses officials acknowledged these concerns and whilst they 
were unable at this stage to confirm what impact this request may or 
may not have on rural or landward bus services they did confirm that 
meeting this request for an extraordinary dividend would be extremely 
challenging. 

 
2.5 The members of the Sub Regional Group requested that Lothian Buses 

arrange for further meetings when additional information was available. 
 
3 Report Implications 
 
3.1 Resource 
 

There are no direct resource implications as a consequence of this 
report. 
 
However, there is a concern that in future, Lothian Buses may have to 
reconsider services within Midlothian which prove challenging to 
operate commercially.  
 

3.2 Risk  
 

The risk to the Council is the potential impact on services within the 
Midlothian Council area. Any reduction in services would impact on 
people who travel for leisure or work purposes. 
 

3.3 Single Midlothian Plan and Business Transformation 
 

Themes addressed in this report: 
 

 Community safety 
 Adult health, care and housing 
 Getting it right for every Midlothian child  
 Improving opportunities in Midlothian  
 Sustainable growth 
 Business transformation and Best Value 
 None of the above 

 
3.4 Impact on Performance and Outcomes 
 

There is no direct impact on performance and outcomes as a 
consequence of this report. 
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3.5   Adopting a Preventative Approach 
 

By raising the Council’s concerns directly with Lothian Buses there is 
an opportunity to ensure that future service provision is not 
compromised as a consequence of the request from City of Edinburgh 
Council for an extraordinary dividend. 
 

3.6 Involving Communities and Other Stakeholders 
 

Discussions at this stage have involved Lothian Buses, and East 
Lothian and West Lothian Councils. 
 

3.7 Ensuring Equalities 
 

At this time there are no equality issues. However if services were to be 
affected there would be a need to consider this issue at that time. 

 
3.8 Supporting Sustainable Development 
 

The provision of suitable bus services is fundamental to ensuring that 
sustainable transport is available for the travelling public in Midlothian. 
 
Any restrictions on current and potentially future services would impact 
on Midlothian’s vision as a thriving and growing area. 

 
3.9 IT Issues 

 
There are no direct IT issues as a result of this report. 

 
4.0 Summary 
 

This report is bringing to Councils attention the concerns relating to the 
request from City of Edinburgh Councils request to Lothian Buses for 
an extraordinary dividend of £20m over the period 2017 – 2020. These 
concerns have been relayed directly to Lothian Buses who in turn 
acknowledge these concerns and have undertook to keep the Council 
advised of progress on this issue. 

 
5.0 Recommendations 
 

Council is requested to:- 
 

 Note the request from City of Edinburgh Council to Lothian Buses for 
an extraordinary dividend over the period 2017 – 2020 to be 
considered. 

 Note that concern has been raised directly with Lothian Buses in 
terms of the potential impact this could have on service delivery in 
Midlothian. 
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 Note Lothian Buses commitment to continued fleet investment and 
its network of services. 

 Agree that the Director Resources will provide a further update 
report when information is available. 
 

 
29 February 2016 
 
Report Contact: Ricky Moffat  Tel No 0131 561 5306 
ricky.moffat@midlothian.gov.uk  
 
Background Papers 
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From: McFarlane, Jim  
Sent: 13 January 2016 16:55 
To: Kenneth Lawrie; Lorraine Brown 
Cc: Strachan, Norman; Serafini, Nigel; Boyd, Sarah; Susan Deacon; 

Ricky Moffat; Dalgleish, Ian 
Subject: CEC Extraordinary Dividend Request 
Attachments: 5.1.2 LB299 GM Report CEC Letter 20 Nov.pdf; 5.1.3  LB299 GM 

Report 30 Nov JMcF Letter to CEC.pdf; 576 - Chairman's 
Message.pdf 

 
Dear Ken, 
  
I received your letter early last week expressing concern on behalf of Midlothian Council that 
CEC's request for an extraordinary dividend £20m from LB may have an adverse impact on 
fares and our services in Midlothian. I understand these concerns and you may be aware 
that similar concerns have been received from East Lothian Council during recent meetings 
with their officers. 
  
I would be very happy to come out to Midlothian Council to discuss the matter in the near 
future and it is our intention that the matter be discussed at next week’s Lothian Buses 
Regional Sub-Group. Unfortunately since I am now in holiday I will not be present next week 
but senior LB executive colleagues who will be present will be able to explain how we intend 
to deal with the CEC request. Susan Deacon who will Chair the meeting is also very clear on 
the LB Board position. 
  
In the meantime I attach the correspondence that has passed between CEC's Chief Executive 
and myself on the Matter. Also attached is a message that I conveyed to all LB staff pre-
Christmas. As you will appreciate the CEC request has also generated concern within our 
workforce and my message quite deliberately stresses our continuing commitment to fleet 
investment and our network of services. 
  
If you wish to make arrangements for me to visit Midlothian Council my PA Ashlea Meikle 
will be able to identity suitable dates in my absence. 
  
With Best Regards  
  
Jim  
  
  
Jim McFarlane 
Chairman & Interim General Manager 
  
Lothian Buses Ltd 
55 Annandale Street 
Edinburgh 
EH7 4AZ 
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