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22 September 2003 

Dear Des 

HOLYROOD REPORT, SEPTEMBER 2003  

This is the third of my monthly reports on Holyrood, keeping the Finance Committee up to date with 
the Project cost and programme.  

Key Points This Month: 

1. Prolongation costs of the revised programme announced in August have been estimated by the 
cost consultants as £15m. VAT and site organisation are £2.6m and £2.5m respectively, taking the 
total estimated cost to £389.4m.  

2. In addition, a programme contingency sum of £10m (£11.8 incl. VAT) has been set aside for the 
cost of possible disruption. I want to make clear that this figure is based solely on estimates of 
events which have not yet occurred. The actual sum will be subject to claims from package 
contractors and detailed negotiations of their final accounts. 

3. There is no absolute entitlement of contractors to any of this money. All claims will be scrutinised 
in detail and every pound must be contractually justified. For example, one recent claim by a 
contractor was reduced by £1m, and the figure finally agreed was £450k less than the cost 
consultant’s estimate of our potential liability. I expect this rigour to be applied in the settlement of 
all final accounts. HPG and SPCB will continue to take reports on this process and monitor 
outcomes closely. 

4. The committee will appreciate that disclosure of any breakdown of these contingency figures 
could disadvantage the Parliament in negotiations with package contractors. All final accounts will 
continue to be reported to the Committee as they are agreed. 

 
5. The agreement reached last month on the capping of the consultants’ fees means that the 
increased costs that I am reporting today will not generate any additional fees.  

6. Since the August report, £5.03m has been moved from the risk reserve into construction 
commitment. Details are given in the attached cost breakdown at annex A. 



7. There is no change in the programme reported last month. Progress on site this month includes: 

• Significant elements of the east façade for MSP offices are now complete and substantially 
revealed; 

• Timber flooring, painting and decorating and other fit-out works inside Queensberry House 
are now underway. 

• The north elevation of Queensberry House is almost completely revealed; 
• Members’ offices are now ready for carpets to be fitted; 
• Drawn Metal is now meeting the installation rate of 12 windows a week required to keep 

pace with the programme; 
• Two of the six vaulted Committee Room ceilings are now complete, with significant 

progress being made to the others. 
• Work on the exterior of the Canongate building is proceeding well, and the first distinctive 

‘trigger panels’ have been revealed. 
• Installation of timber panels to the ceiling of the Debating Chamber has begun.  

 
Costs 

A five month extension to work on site will inevitably cost money. Since the revised programme 
was published, the cost consultants have been examining the impact of the delay on each 
individual contractor’s agreed programme of work. A reasonable estimate is then made of the 
potential costs of prolonging and disrupting that programme. Confirmation of all these costs, and 
those for disruption in particular, cannot be made until the work is complete and the claim 
examined.  

Settlement of any final account requires the contractor to prove beyond any doubt that he is fully 
entitled to the sum claimed. Verification is a stringent process and requires the contractor to 
produce time sheets, wage rates and other detailed evidence supporting his claim. Site 
Management records for the relevant periods are also examined. For example, a 12 week 
extension to programme will not attract payment of 12 weeks’ site organisation and administration 
costs unless the delays are shown to be entirely outwith the control of the contractor concerned. 
Money for any increased costs of disrupted work will only be paid if it is entirely justified. All 
possibilities of set-off and counter-claim will be considered and pursued at settlement stage 
wherever there is a reasonable prospect of success. The principal consultants at DLE knows that 
we expect our cost consultant to take a very firm line in negotiations and I reiterated that point 
when I met him last week. 

I have already cited the satisfactory conclusion of negotiations on one final account. The system is 
designed to get the best value for public money in negotiating these accounts and there is 
emphatically no automatic right for package contractors to charge costs that cannot be justified to 
our cost consultants. The completion of works in the MSP building and Queensberry House will be 
followed by further final negotiations with package contractors and I expect the cost consultants to 
continue to scrutinise all claims very rigorously. 

When you wrote to me last month, you asked if I had any comment to make on the way in which 
we have dealt with risk over the course of the project. In my reply, I noted that there were always 
inherent dangers for the Parliament in publishing the risk totals. While it is necessary for us to 
make provision in our budgets for the next financial year, there should be no suggestion that just 
because this estimate has been reported it is there to be spent.  

I can confirm to the Committee that there will be no expenditure this financial year which extends 
beyond the current budgetary authority.  

During this month £5.03m has moved from the risk allowance into the construction costs and the 
detail of those movements is set out in annex A.  



Programme 

The position on programme remains as reported last month. Over the past three weeks, Drawn 
Metal have consistently met their target rate of window installation and they remain on target to 
vacate the critical lightwell area by the end of October. Five members of Bovis staff have been 
seconded to work with Drawn Metal management and will be helping to focus and prioritise work 
from within the organisation. 

The MSP building internal finishes are nearly complete and Members’ offices are now ready for 
their carpets to be laid. The top floors of Queensberry House are at the painting and decorating 
stage and the timber floors are now being laid. The final Committee Room ceiling is now underway 
and the great panelled ceiling of the Debating Chamber is making good progress. Annex B 
contains further details of these developments. 

Allocation of Accommodation – Members and Media 

Party Business Managers have now been invited to start discussions on how the various floors of 
the MSP Building will be allocated. We will also be making arrangements for members of the press 
gallery and broadcasters to see over their accommodation in the Press Tower.  

I anticipate that we will make a further report to the Committee following the October recess. 

Yours sincerely 

 

GEORGE REID 

Attachments: and  

• Financial Summary annex (pdf)  
• Programme Information annex (1Mb pdf)  

 

http://www.scottish.parliament.uk/corporate/spcb/holyrood-letters/financial-sept2003.pdf
http://www.scottish.parliament.uk/corporate/spcb/holyrood-letters/programme-sept2003.pdf

