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We last reported to the Finance Committee in March of this year, following the
February review of the risk register. A further report is therefore due this month,
according to the timetable prescribed by the Parliament last June. 

As was set out in the original Parliamentary motion, the purpose of these reports is
to assist the Scottish Executive in setting its forward budgets by predicting as
accurately as possible the financial demands of a dynamic construction project. As
required by last June’s motion, the annex to this report sets out the extent to which
risk and inflation have materialised since February. 

Over the past year we have also endeavoured to give the Committee an indication of
a forward assessment of risk, while explaining that this is always highly subjective
and can be significantly influenced by a wide range of events.   Notwithstanding this,
given the purpose of the report we would usually hope to be in a position to confirm
that the quantification of the risk it contains is as accurate and detailed a reflection of
the current situation as possible. 

The background to last month’s risk review was a considerable degree of uncertainty
surrounding the remaining two key areas to be finalised in contractual terms:
specialist glazing to the Chamber and the fit-out of the Assembly Buildings. I should
explain that whilst remaining faithful to the Miralles designs, the engineering of the
specialist glazing for the roofs of the foyer and the chamber have proved protracted,
partly in light of the increased demands of security.  These demands – which we
cannot foolishly ignore – have led both to delays and increased costs.  Delays,
because obviously the internal fit out cannot be completed until the buildings are
completely wind and watertight.  Costs, because even Queensberry House now has
extra blast proofing not originally allowed for.

There is no doubt that uncertainty about these packages is reflected in the outcome
of the review. As a result of this, the risk register contains sums of money against the
cost of securing and completing these final works, which are only provisional.



We have concluded that it would not be in the Parliament’s interests to release these
figures at present;  as the number of contracts remaining to be let is now so small,
including the key fit-out packages, we are reluctant to give any publicity to figures
which could be readily identified with on-going contract negotiations and thus
become self-fulfilling prophecies.  

The position will have become much clearer and less commercially sensitive by
September, by which time the specialist glazing contractor should have fully
assessed his ability to meet the programme; the three big fit-out packages will have
been let and the remaining blast issues will have been fully resolved.   We have
therefore asked that a further review be carried out at that time and will of course
report back to the Committee then, in detail, in line with Stage 2 of the budget
process.

As this letter indicates, one or two of the remaining key packages still carry an
element of risk.  It is therefore worth reiterating here that, subject to clarifying these
remaining issues, the Construction Manager has recently reported to the Progress
Group that the programme remains on target for the finished Parliament building to
be ‘handed over’ to the client in late April 2003.  However, the significant work
undertaken by the Implementation Unit in recent months has made it clear to us that
migration will be a massive logistical exercise for the Parliament as a whole to
undertake and that thorough testing of the key systems is essential.  In the light of
this, we have agreed that, while there will be no change to the target construction
completion date, actual migration to the new building should be more sensibly
planned to take place over the summer recess 2003. 

David Steel



ANNEX

A:  Materialised risk and increased construction cost

The following table illustrates where risk has materialised, (i.e. transferred from the
risk register into the construction cost), since the February report.  It is worth noting
that a significant proportion of the materialised additional costs are associated with
blast resistance requirements we are required to meet. These conditions have
proved increasingly onerous and costly over the past year and we are currently
attempting to make an accurate estimate of the overall financial and programme
impact they have made on the project.

Package Additional
cost

QH reconstruction 21,500
QH metal blast doors & windows 19,539
Toilet/fitness etc 100,000
Bulk excavation -37,589
Assembly building concrete frame 3,750,102
Canopies 27,807
Toilet/fitness etc 42,000
QH scaffolding 500,000
QH reconstruction 71,310
Off site stone storage 30,000
Mock-ups 80,000
Blast testing 100,000
Specialist glazing 1,440,142
MSP stone cladding 1,000,000
MSP mullions, louvres etc. 500,000
QH windows 13,268
MSP and QH flooring 30,000
QH metal doors/blast windows 197,000
QH decorations -84,064
Specialist glazing 500,000
Zonal fit-out 4,741,479
TOTAL 13,042,494

B:  Inflation 

The impact of inflation has been reassessed in the light of the most recent
information from the BCIS.  The current total attributable to inflation in the cost plan
is £18,667,965. 


	David Steel

