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Concrete v steel (3) — why HIE chose the more expensive option for the funicular
at Cairn Gorm

Description

Photo courtesy of PW reader showing reinforcement of an “1” beam below the Shieling.

My first post in this series (see here) showed how the original design for the funicular was for a steel
structure but it was then changed to concrete. When questioned by the Public Audit Committee about
this in 2009 Highland and Islands Enterprise (HIE) claimed concrete was cheaper. This claim appears
to have never been properly scrutinised, despite funiculars elsewhere generally being supported on
lighter structures. In my second post (see here) | worked through the main costs and showed that
concrete was the more expensive option. This post considers why HIE chose the more expensive
option while, claiming it was cost-cutting exercise.

Those costs quickly escalated, as anyone with expertise in concrete production might have expected,
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and have subsequently escalated further when the structure, again predictably, incurred a £25,000,000
repair bill https://www.newcivilengineer.com/latest/highlands-funicular-railway-repair-bill-soars-18-11-
2022/?tkn=1 between 2018 — 2023 to bring it back into working condition,

Why did HIE choose concrete rather than steel?

One possible explanation is that either HIE or the design engineers, Crudens, were incompetent and
did not do the sums properly. HIE’s current court cases against Insert against Arch Henderson, who
bought Crudens, and Galliford Try, who now own Morrisons, lends some support for this theory
although, as this blog has explained before, the original bids were for a steel structure which were then
changed at HIE'’s request. Until the case is heard, the most that can be said is the successor
engineering companies are denying the failure of the funicular was their fault (i.e. their incompetence)

It is worth noting here that if HIE had advertised a fixed price contract to build the funicular, either the
price would have been agreed and adhered to or contractors would have refused to bid because the
estimates were far too low. Instead HIE, on the advice of their consultants, issued an open-ended
contract — WHY?

It is not as if working out a price for a fixed price contractywas,that difficult as the COWI report of June
2019 showed the estimated costs of repair to the,funicular :-
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And in Appendix C — Budget Price (page 83)

“Our estimated budget is £5.6m with a +1? 20% margin of error. A breakdown of these costs is
included in this appendix. The above excludes the pot/spherical bearing costs as details of these are
necessary for a material quote to be included in our estimate. Notwithstanding this, we have include
the cost of the fixing effort ie equipment and labour to replace the bearings. We have included 5% for
Risk and 3.7% RPI over the period.”
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That's quite a difference to the £25m reported to be the actual cost of the repairs/ strengthening. So
why did HIE leave themselves open to spiralling costs for the repairs just as they done for the original
construction?

One possible explanation is that in the case of the original construction it was deliberate. Doppelmayr,
at that time an Austrian company, were involved in the original bid for a steel structure and many of the
economic benefits of building the funicular would have gone abroad. From the perspective of an
economic development agency whose mission was to create jobs in the Highlands, using concrete
rather than steel meant more jobs locally. Establishing the likely costs of this could well have been a
secondary consideration.

What subsequently became apparent was there was a very close relationship between Sir Fraser
Morrison, who owned Morrison construction which built the funicular, and lain Robertson, the Chief
Executive of the Highlands and Islands Development Board (the predecessor of HIE). Sir Fraser was
also chair of the HIDB while lain Robertson subsequently moved to work for Morrisons.

It was the renowned mountaineer and access campaigner, Alan Blackshaw OBE VRD, who lived
locally and was on the board of Moray, Badenoch and Strathspey Enterprise (MBSE) who first raised
guestions about the interests at play in a letter to J. Lochhead, theboard chair, on 09/08/2000:-
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THE HIE-MORRISON RELATIONSHIP

4 My understanding is that the original choice of a Coire Cas funicular was made in Sir Fraser
Mormison's time as HIE Chairman.

Arourd a year ago, it was further announced that HIE had appointed Sir Fraser’s Company,
Morrison Construction ple, as Main Contractor for the funicular development, Their towal work with
HIE, on this and other contracts, amounts to aboot £12m,

It was important in this context that HIE were - and were seen 10 be - independent in all respects
from Morrisen's. 'The earlier experience on the contract for the North of Scotland Water Authority
emphasised the sensitivity of this,

This independence was in part ensured by the fact that Tain Robertson, as HIE Chief Executive
and Accounting Officer, sesmed 1o have a high degree of personal involvement in the funicular project
(with the support of the HIE Property Division).

It is not clear when the pnssahlhqr of lain Roberteon working instead for Morrison's first arose;
and what arrangements were then put in place to continee to ensure the necessary HIE independence
regarding the Morrison’s contract (ongoing for another 15 months from now).

1 would have welcomed (in the HIE-MBSE papers about his resignation) some guidance on this
point; and as w0 who is now discharging the Chief Executive role regarding the contract.

ISSUES RAISED WITH MBSE-HIE UNSUCCESSFULLY

5 The issues which I raised in support of the proposal 1o revalidate the earlier funicular decisions
against alternatives, in late 1998 and early 1999, included the following:

{a)  The need to establish, through new market assessments, whether or not the David Pattison median
farecast of about 80,000-90,000 summer visitors (half the HIE forecast and one-third the nrig;jnal
forecast) was likely to be correct; and if so its financial implications. Subsequent experience wi
the Dome and other Millennium projects confirms the importance of this. M

by The need to look afresh at the whole project, from a financial standpoint, whm
that there would be no summer use of the funicular for cutdoor rbcreamn,

gystem. It is now clear that there will be no winer recreational ar dc:rwnhlll
skiers) with further financial damage.

{e)  The apparent unwisdom of giving a 25-year guarante (= Ea:gmng, when there was
a risk that it might be loss-making (espeqially-asis system - (b) above). Should such losses
arse, it is imponant that they do nd

(d)  Operational and safety difficul a 6
skiing in Coire Cas, which mightHave been avoided by greater use of Coire na Ciste instead.

(&) The exceedingly dull and monotonous view (by Scottish standards) from the proposed top-station
in most conditions of light, haze and clond. Aonach Mor is much beter. At that high altitude,
mist is frequent, with no view anyway.

(f)  Technical evidence from Acnach Mor and elsewhere, suggesting that a 3-cable gondola could
work safely in windier conditions than had been assumed in the original assessment.  And

(g)  Concern about the poor condition of the rest of the Caingorm uplift {12 ski-tows or lifis), and
of the heavy additional remedial costs potentially involved, which had not been taken into aceount
in the financial assessment.

These points were set out more fully in various internal submissions which I made to MBSE, with a copy
to HIE, at the time.

They are issues which were, under the previous MBSE Chairman, for the most part brushed aside
in MBSE without discussion or examination (see below],

Two weeks after this letter was sent, Anglian Water announced the takeover of Morrison’s:.
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Anglian Water yesterday surprised the City by announcing plans to diversify
into construction, through a £262m takeover of the Scottish family-run

building firm Morrison.
From the Guardian 25/08/2000

To get the best price for your business will ultimately depend on its turnover and gross profits. That
raises the question whether the decision to change from steel to concrete was made at the very top, in
a “private” deal between the two men designed not just bring jobs to the Highlands but boost Morrisons
sale price. The open-ended contract and increased time scale for the construction would have been
even easier for Morrison Construction to increase its turnover and profits. If true this would cast further
light on lain Robertson’s subsequent move to Morrisons.

That Sir Fraser Morrison had tried to boost the value of his firm prior to sale was later confirmed when
Anglia Water sued him for fraud (see here) and (here) in a case that was eventually settled out of
court. Sir Fraser Morrison incurred costs somewhere in the region of £6m defending the case and in
the end handed £13m to Anglian Water, one tenth of the original claim. (Incidentally this subsequently
lead to another legal battle which resulted in the Court of Session overturning a second tier tax tribunal
ruling related to the case (see here)).

Unfortunately, Sir Fraser Morrison and lain Robertson and now both dead but there may be others
alive who could answer questions which would help’'shed more light on the explanation suggested here
for why the funicular construction was changed from steel to concrete:

(1) When exactly did Anglian'Water and Morrison Construction begin negotiations on the take-over bid?

(2) When exactly was Mr lain Robertson, the CEO of HIE at that time, first approached by Morrison
Construction to work for them, a job offer which he subsequently declared on 20/07/2000?

(3) When exactly did HIE or it's consultants become aware of either of these two very important
decisions?

The answers to these questions are important as (1) & (2) could have happened at the same time. No
one either sells a business or changes employment overnight. In the second instance and in order to
avoid a possible conflict of interest, it would have been prudent for HIE to have suspended Mr lain
Robertson with immediate effect and on full pay until the day he left.

What Needs To Happen.

There are many questions that need answering about what was going on in the early days of the
funicular construction that are pertinent to the reasons for its closure in 2018 but this post suggests
that the decision to change from steel to concrete is central to understanding what went wrong. If HIE
continues with its cases against Arch Henderson and Galliford Try, it is possible that more of the truth
will emerge in court.

The total known costs to date are in excess of £51,700,000 but there are also the hidden costs, e.g.
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the cost to HIE in time, Public Audit Committee inquiries etc. Considering the expenditure that has
been incurred and will be necessary in the future, the whole complicated affair requires a proper
investigation and deserves as much public attention as the ferries procurement fiasco.
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