
 
 
 
To all Members of the Parliament  
 

21 February 2007  
 
 
 
 
Dear Colleague 
 
 
HOLYROOD PROJECT CLOSURE 
 
Since my election as Presiding Officer in 2003 I have been committed to 
keeping you updated on the major stages of the Holyrood building project.  I 
am therefore writing to inform you about the work which I and colleagues in the 
Corporate Body have been leading over the past two years to close-out the 
Holyrood building project, protect the public purse and to bring closure to this 
phase of the Parliament’s story.  
 
I am therefore writing to you today to inform you that: 
 

• The final cost of Holyrood has fallen from an estimated £430.5million to 
£414.4million.  The cost to the taxpayer therefore falls by £16.1million. 

• The Corporate Body, after extensive investigation, has decided not to 
litigate on issues during the construction phase. 

• The Corporate Body has instructed action for the recovery of the costs 
arising from the collapse of the strut in the Chamber.  

 
Since we moved into the building a little over two years ago, our main focus 
has been on bringing the building’s systems and associated services up to full 
speed to support the business of Parliament.  This has been an enormous 
challenge but I believe the Holyrood building has accomplished what we 
require of it, and more.  I thank you for your co-operation in this process.  We 
have been able to provide a good working environment for you as Members, 
your staff, Parliamentary staff, the media, contractors and others who work 
here.  It has been a successful period during which the Parliament has seen 
the cut and thrust of political debate, as well as the consideration of a large 
volume of legislation. 
 
We have also managed the creative use of a wide range of spaces and 
welcomed almost one million members of the public who visited our building to 
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learn about the Parliament and to engage with their MSPs through events, the 
education programme and the internationally acclaimed Festival of Politics.  
Additionally, the building has provided the base for innovative thinking and 
discussion under the aegis of Scotland’s Futures Forum.   
 
Final Accounts 
 
Over this period, the SPCB has also focussed on the technical, financial and 
legal issues required to close-out this major building project.  In all major 
building projects, a period of time is required after occupation to finalise 
outstanding issues.  Even where only one main contractor is involved, that 
process can be difficult but, under the construction management approach 
inherited by the Corporate Body, this complicated process has meant that 
more than 60 trade contracts were involved. In addition, the SPCB had 
contracts with the main consultants: EMBT/RMJM, Bovis Lend Lease, 
Davis Langdon, RMJM Services and Arup.   
 
At the heart of the past two years’ work closing out the project has been 
concluding the final accounts.  This process is common to all major 
construction projects and is the procedure whereby the client (in our case the 
Corporate Body) agreed the amount due to each of the contractors employed 
on the project.  Responsibility for agreement of final accounts lay, under the 
terms of their contracts, with the Construction Manager (Bovis) and the 
quantity surveyor/cost consultants (Davis Langdon). Having satisfied 
themselves as to the accuracy of, and substantiation for, the sums claimed by 
contractors, the consultants jointly submitted to the client recommendations 
on the levels of final account settlements and certified that all monies included 
in the recommendation were properly due. The Holyrood Project Team (HPT) 
ensured that overall due process was followed by the consultants to ensure 
that they delivered value for money to the Client. 
 
The verification of each account has been a robust, but time-consuming, 
process.  It has involved the examination of 37 crates of documentation, each 
containing thousands of papers.  Right from the start, though, we were 
determined to meet only those costs that could be fully justified by all 
consultants and contractors concerned and thereby to minimise the cost to 
the taxpayer.  
 
For each package, our cost consultant, Davis Langdon, produced an 
estimated final cost (EFC).  In addition, allowance was made for a 
contingency, also based on advice from Davis Langdon.  Together these were 
the basis for the overall estimate of £430.5m which has been in place since 
2004. 
 
In a few cases, we have conceded that additional costs above and beyond the 
estimate are justified.  However, in over 50 of the packages, final accounts 
have come in at or below the estimated final cost. That accounts for a 
£8million fall in the final cost of Holyrood. The remaining £8.1million reduction 
comes from not having to draw down from the contingency.   
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The net result is that £16.1million of taxpayers’ money will now not be spent 
on the project but will be available for spending elsewhere.  
 
Consultants’ Performance – Project Flora 
 
In parallel with the work of finalising accounts, the SPCB commissioned 
advice from external experts on whether it had grounds to pursue legal action 
against those involved in the construction process and in particular, in relation 
to the performance of the main consultants.  The Fraser Inquiry had 
deliberated long and hard on why the costs of Holyrood had escalated and 
why it took so long to complete.  Lord Fraser apportioned some blame but 
concluded that the fundamental flaw, with which I agree, lay in the decision of 
the old Scottish Office to use the Construction Management model — to start 
building, in a highly complex campus on a restricted site, without knowing 
either the final plans or the final costs. This work, undertaken by necessity in 
confidence, was referred to as Project Flora. 
 
It was important to have due process in place to enable the SPCB to take a 
decision on this, properly informed by both internal and independent external 
expert technical and legal advice, in this instance from Turner and Townsend, 
Shepherd and Wedderburn and Brian Eggleston FICE, a construction 
specialist with expertise in mediation and arbitration. 
 
In the first instance, the SPCB took advice on the general issues surrounding 
construction claims and disputes so that it understood where costs were likely 
to arise (and their extent) in respect of claims and what conditions would need 
to exist to make it likely that a claim would succeed.   
 
This was followed by the experts (both legal and technical) undertaking an 
analysis of a large volume of information, including: the files held by the HPT; 
information held in the Central Information Office (CIO) (which was the main 
file store maintained by Bovis); and a selection of the final accounts. 
 
Both the SPCB and its expert advisers were mindful of the need to strike a 
balance between the cost of this detailed examination and analytical process 
and the need to reach a view as expeditiously as possible on the prospects of 
a legal claim being successfully pursued. Costs were therefore regularly and 
carefully reviewed at intervals throughout the process. The expenditure on 
this expert analysis and advice has been circa £600,000.   
 
By the autumn of 2006, the expert advice was that sufficient examination and 
analysis had taken place to reach a considered view.  The key piece of advice 
to the SPCB from the expert advisers was that litigation/arbitration would not 
be an appropriate course of action for the SPCB to take, given the likely costs 
involved, the legal and factual complexities and the uncertainty as to outcome.  
In short, it would not be likely to represent good value for money to pursue 
legal claims.   
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Having considered the matter carefully in the light of this expert advice, the 
SPCB decided that it would not be in the interests of the taxpayer or the 
Parliament to pursue legal action.   
 
The SPCB received specific expert advice on the trade package originally let 
to Flour City, a company which went into liquidation.  This matter was also 
under review as part of the general assessment of performance described 
above.  The clear advice from the external legal advisers was that no claim 
was possible against Flour City, and that the risks and costs of pursuing a 
claim against consultants outweighed the possible benefits, given the 
difficulties of establishing to the legal standard necessary both (i) that 
consultant performance was in breach of contract and (ii) what losses flowed 
from any such breach. 
 
Chamber Roof Strut 
  
Colleagues no doubt shared my deep frustration that our successful move to 
the new building was disrupted last year by the failure of a strut in the 
Chamber roof.  Whilst maintaining a focus on public safety at all times, I said 
then that the priority was to re-establish business and then to repair the roof.  
Through the hard work of parliamentary staff, contractors and the 
co-operation and forbearance of Members, we were able to maintain 
Parliamentary business with only minimal disruption and to make a permanent 
repair to the Chamber roof over the summer recess, as programmed, to 
enable business to resume in the Chamber at the start of the Autumn term. 
 
I also made clear from the outset that the SPCB would pursue the recovery of 
costs wherever possible.  The roof is a highly complex piece of structural 
engineering, and the construction methodology meant that a number of 
companies were involved in the construction process.  The essential first step 
has been to get to the bottom of the technical issues behind the failure as well 
as the legal issues around responsibility.  The SPCB commissioned expert 
advisers to ensure that it had a full understanding of the technical issues 
surrounding the failure of the strut.  It also took legal advice to ensure that it 
was clear on options for claims, and associated risks.   
 
In January the SPCB instructed that action begin to pursue the recovery of 
costs.   Our very clear legal advice is that it would not be in the Parliament’s 
best interest to say more at this stage as it might compromise our position in 
any dealings with third parties. It would not help the SPCB’s case and 
therefore Scottish taxpayers to speculate further at this stage.   
 
Rectification of Defects 
 
An inevitable part of any construction process is the resolution of snags or 
defects.  Many of these only became apparent once the building had been 
occupied but they require to be resolved before the final balance is due or 
final accounts are released.  In October 2004 some 45,000 defects were 
identified.  The majority of these snags were minor in nature, but some were 
more significant and Bovis and, since October 2005, the Parliament’s 
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Facilities Management Team have worked with a range of trade package 
contractors to rectify them.  Other than a small number of defects, the biggest 
of which is leaks in the car park, this process is now complete.  Our aim is to 
make sure that, whenever appropriate, the cost of making good defects is met 
by the trade contractors.  Officials are also still working with the relevant trade 
contractor to establish the cause of leaks which have occurred in some 
Members’ windows.     
 
Having said that, it is important to understand that a large, complex and 
heavily used building such as this, in common with similar buildings 
elsewhere, will require ongoing maintenance, repair and investment.  The 
Parliament’s Facilities Management Team has developed an approach to 
long-term maintenance to ensure that the Scottish Parliament building is 
properly looked after for generations to come as a major public asset in 
Scotland.   
 
We have also identified a few areas where, in the light of experience, facilities 
require to be improved.  In particular, in the light of expert advice we will be 
improving the physical security measures around the perimeter of the 
Parliament over the next year or so.   
 
Conclusion 
 
The SPCB has followed a rigorous and proper process, advised by internal 
and external experts, in seeking to close out the Holyrood Project in the best 
interests of the public purse and of the Parliament.  It has been a lengthy and 
demanding process.  However, we are now ready to draw a line under the 
physical, financial and legal issues surrounding the construction of the 
building.   
 
I hope that you will share my belief that Session Three will, in May, get off to a 
fresh start. 
 
Yours sincerely 
 

 
 
GEORGE REID 
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