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GUIDE TO THE REPORTS OF THE AUDIT

The redevelopment of Bruce Stadium project involved a wide range of
activities, including construction, financing, marketing, operating the
Stadium and bidding for and hosting Olympic soccer.  Each of these
activities was important to the redevelopment project and therefore was
included in the performance audit.

For convenience of compilation and publication, the results of the Audit
are provided in a series of reports.  It should be noted that the reports are
not intended to stand alone.  For a complete understanding of the Audit’s
outcome, readers need to refer to all reports.  The Audit has been
reported in a series of 12 reports as outlined below.  The reports are
shown diagrammatically in the accompanying chart.

Report 1 Summary Report  This Report summarises all aspects of
the Audit.  It lists the Audit’s objectives and opinions and contains
chapters on the outcomes and components of the redevelopment, factors
that contributed to the outcome and the Audit’s methodology.  The report
contains synopses of each of the other reports of the Audit.

Report 2 Value for Money  The question of whether the cost incurred
in redeveloping the Stadium represents value for money is most
important in the overall assessment of the redevelopment project.  This
Report provides an opinion on whether the costs incurred in redeveloping
the Stadium represent value for money for the Territory.

Report 3 Costs and Benefits  This Report provides an opinion on
whether the economic benefits from redeveloping and operating the
Stadium and hosting Olympic soccer are, or will be, greater than the
costs incurred in redeveloping and operating the Stadium and hosting
Olympic soccer.

Report 4 Decision to Redevelop the Stadium  In July 1996, SOCOG
invited the Territory to submit a bid to host Olympic soccer.  In
September 1996 the Cabinet agreed to submit a bid and to upgrade the
Stadium should the bid be successful.  This Report provides an opinion
on whether the decision to redevelop the Stadium was made with the aid
of relevant, accurate and complete information.  The report discusses
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redevelopment proposals in 1993 and 1994, the bids in 1995 and
September 1996 and related capital works proposals.

Report 5 Selection of the Project Manager  This Report provides an
opinion on whether the selection of the project manager was based on
sound management practices.  The report summarises the Government’s
purchasing policy and includes a comparison of the selection process
used with the policy.  It discusses the tendering process, the probity
review and the project management agreement.

Report 6 Financing Arrangements  The total cost of the
redevelopment was originally estimated at $27m.  This was to be
financed by a $12m appropriation with the balance to be provided by
sales of Stadium products (e.g. a passholder program, naming rights and
corporate suites) and borrowings.  Considerable work was undertaken
and costs incurred in efforts to have a financing structure developed.
This Report provides an opinion on whether the management of the
financing arrangements to meet the costs of redeveloping the Stadium
was effective.  The report outlines the financial structures contemplated
and comments on the utility of the final structure developed.

Report 7 Stadium Financial Model  The Stadium financial model
was a key document referred to in the decision to redevelop the Stadium
and was used as an indicator of the commercial viability of the
redeveloped Stadium and as a justification for several major decisions.
This Report provides an opinion on whether it was reasonable to use the
model as a reliable primary document for decision making.

Report 8 Actual Costs and Cost Estimates  This Report provides an
opinion on whether the actual costs of the redevelopment were contained
within the cost estimates on which Cabinet decisions were based.  It also
includes reference to costs which were met from funds appropriated for
other purposes and identifies the major items that contributed to cost
increases.  It explains some of the major factors that contributed to the
actual costs being significantly in excess of original estimates.

Report 9 Market Research and Marketing  In mid-1998, a
consortium was appointed to market and sell the Stadium’s products.
Only a fraction of the forecast revenue was raised.  This Report provides
an opinion on whether the management of market research and marketing
has contributed to the commercial viability of the Stadium’s operations.
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Comments are provided on marketing research and the selection and
monitoring of the marketing consortium.

Report 10  Stadium Hiring Agreements  The redevelopment plan
included negotiation of new hiring agreements with the major hirers of
the Stadium.  Negotiations with the hirers commenced in July 1997 and
continued throughout 1998.  The agreements included large revenue
assurance guarantees, particularly for one hirer.  This Report provides an
opinion on whether the negotiation of the Stadium hiring agreements has
contributed, or will contribute, to the commercial viability of the
Stadium’s operations.  The report discusses the Heads of Agreements
settled with the teams, negotiation principles agreed by the Cabinet and
the revenue assurance guarantees.

Report 11  Lawfulness of Expenditure  After funds appropriated for
the redevelopment were exhausted, funds were provided from the Central
Financing Unit of the Chief Minister’s Department.  This Report
provides an opinion on whether the payments made for the
redevelopment in excess of the amounts appropriated were lawful and
whether the overnight borrowing on 30 June 1998 was lawful.

Report 12  Governance and Management  This Report comments on
the governance framework in the Territory and those arrangements
specifically set up to oversight and manage all aspects of the project to
redevelop and operate the Stadium.  The Report provides an opinion on
whether governance and management arrangements for the
redevelopment project were effective.  It comments on submissions to the
Cabinet, operational management and human resourcing arrangements.
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1. ACTUAL COST AND COST ESTIMATES
OVERVIEW

INTRODUCTION

1.1 The Cabinet made various decisions in relation to the Bruce
Stadium redevelopment, several of which were based, in part, on
particular cost estimates.  This Report includes the results of the Audit’s
comparisons of these cost estimates with the actual costs of the
redevelopment.  Reference is also made to certain costs which were met
from funds appropriated to the Chief Minister’s Department and the
Department of Urban Services.

1.2 The Report addresses the Audit objective of providing an
independent opinion to the Legislative Assembly on whether the actual
costs of the redevelopment were contained within the cost estimates on
which Cabinet decisions were based.

1.3 The Report describes the development of the initial cost estimates
in September 1996.  Information on the increased cost estimate advised
to the Cabinet in December 1998 is also included.  Both these cost
estimates were publicly announced.

1.4 The budget agreed by the Project Control Group1 (PCG) in
June 1997 is described.  This budget identified in detail how the initial
total cost estimate which had been advised to the Cabinet would be
expended to deliver the redevelopment.  The Report also identifies the
major items that contributed to the actual cost being significantly greater
than the estimated costs initially advised to the Cabinet.

1.5 This Chapter of the Report presents an overview of the results of
the Audit.  More details are provided in the following Chapters.  Readers
should be aware that some comments in this Chapter are repeated in the
following Chapters.

                                                
1 See paragraph 1.19.  The role and composition of the Project Control Group are discussed
in Report 12 – Governance and Management.
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COST ESTIMATES ON WHICH EXECUTIVE DECISIONS
WERE BASED

Initial Total Redevelopment Cost Estimate (Chapter 2)

1.6 In September 1996, the Cabinet was advised in a submission
titled Canberra — An Olympic City that the ‘total cost of the Master
Plan’ for the Bruce Stadium redevelopment was estimated at $27m.  The
$27m would be funded from various sources, including a $12m ‘equity
investment’ by the Government.  The Cabinet decision arising from the
submission included the Cabinet agreeing to the full redevelopment
proceeding if the Olympic soccer bid was successful.

1.7 The Olympic bid was successful, and in March 1997 a further
submission to the Cabinet titled Bruce Stadium Redevelopment —
Recommended Tenderer advised that the ‘indicative construction cost’ of
the redevelopment would be up to $27m.  It was again confirmed that the
Government’s funding would be limited to $12m.

Revised Cost Estimate (Chapter 8)

1.8 A submission to the Cabinet in December 1998 titled Bruce
Stadium Financing included an outline of a revised budget for the
Redevelopment.  ‘Cost pressures’ on the project were summarised in a
table in the submission, which classified the pressures into a number of
categories such as ‘Australian Sports Commission influenced costs’,
‘design changes’, ‘hirers requests’ and ‘unbudgeted items’.

1.9 The Cabinet noted the increased estimated cost of the
redevelopment from $27.3m to $33.5m, and agreed to proceed with the
full redevelopment while maintaining the government’s existing
commitment of $12.3m.  The Cabinet also noted that other than the
$12.3m, there would be no further call on the ACT for the
redevelopment.

Cabinet Reliance on Cost Estimates

1.10 In a response received during the Audit,2 advice was provided

                                                
2 Moiya Ford, 5 June 2000
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that the Cabinet decisions referred to previously did not specifically
agree to a total estimated cost for redevelopment (e.g. the Cabinet ‘noted’
the revised estimate of $33.5m).  The advice stated that the Cabinet
decisions ‘agreed’ the Government’s contribution to the costs (i.e.
$12.3m) but did not need to place a limit on the total cost because the
Government was not fully funding those costs.

1.11 As previously stated, various submissions to the Cabinet included
information on the estimated cost of the redevelopment.  The
submissions also described the financial arrangements intended to fund
the redevelopment.  The Cabinet was aware in September 1996 that
upgrading the Stadium to ‘full specifications’ was estimated to cost
$27m.  The Cabinet agreed to the full redevelopment, if the Olympic bid
was successful.  On this basis, it would seem clear that the Cabinet relied
on the cost estimate of around $27m in making its decision.  Similarly, in
December 1998 when the Cabinet agreed to proceed with the full
redevelopment it did so on information in the relevant submission that
the estimated cost had increased to $33.5m.

1.12 The Audit considers it is reasonable and sensible to interpret that
the Cabinet decisions were made with reliance being placed on the cost
estimates advised of $27m in September 1996 (and confirmed as such in
March 1997), and later revised to $33.5m in December 1998.

1.13 The connection between the Cabinet decisions and the cost
estimates was stated publicly in a media release issued by the Chief
Minister on 20 May 1999.  The Chief Minister’s media release included:

‘The ACT Government did set a limit on the construction costs of
Bruce Stadium via a series of Cabinet decisions, contrary to a
report published in the Canberra Times today.
Chief Minister Kate Carnell said today she had also previously
disclosed publicly that the financing of the Stadium
redevelopment was the subject of Cabinet decisions, a fact that
was overlooked in the newspaper report.
Mrs Carnell said she had lost count of the number of times that
she and officers from the Chief Minister’s Department had
publicly disclosed the total cost of the project as between $27
million and $32.6 million’.

1.14 The amount of $32.6m apparently represents the $33.5m ‘noted’
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by the Cabinet in December 1998 less expenditure of $0.9m for offsite
works that it was subsequently decided would be met from the capital
works program for the Chief Minister’s Department.

OTHER AUTHORISED SOURCES OF FUNDS

1.15 Cost estimates for the majority of expenditure for the
redevelopment were advised to the Cabinet through the submissions
already mentioned.  There were, however, some funds provided through
other appropriations.  These funds were authorised through the normal
budget process and the payments were made by the agencies to which the
funds had been appropriated.  These additional funds were for items such
as offsite works to facilitate spectator access to the Stadium and new car
parks for spectators.  The total amount was $2.5m.

FURNITURE, FITTINGS AND EQUIPMENT

1.16 Furniture, fittings and equipment (FF&E) generally comprise the
asset items, which although not integral to a building, are used in day-to-
day operations.  FF&E are an important and essential aspect of a
construction project such as the Stadium redevelopment.  FF&E
contribute to the final functionality needed to transform a completed
building into an operational concern.  FF&E are discussed in Chapter 5.

1.17 The Cabinet was advised the redevelopment project would cost
an estimated $27m in September 1996 and March 1997.  This estimated
cost did not include FF&E.

1.18 No mention of FF&E was made in any of the submissions to the
Cabinet concerning the redevelopment, although clearly it would not be
possible to operate the redeveloped Stadium without a significant
investment in FF&E.

BUDGET AGREED BY THE PROJECT CONTROL GROUP -
JUNE 1997

1.19 The Project Control Group (PCG), comprising Territory officials
and representatives of CRI and Graf Consulting, was formed shortly after
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CRI was appointed as project manager.3  The PCG determined that it
would act as the major decision-making body for the redevelopment
project including managing the budget (see Report 12 – Governance and
Management).  In effect, the PCG determined that it would manage the
expenditure of the $27m project budget to deliver the redevelopment.

1.20 The budget accepted by the PCG is discussed in Chapter 4.  The
project manager advised a PCG meeting in July 1997 that a ‘cost plan’
had been prepared which confirmed the redevelopment works could be
completed for $27m.  This cost plan outlined how the PCG intended to
expend the $27.3m cost estimate mentioned previously.

ESTIMATED COSTS AND ACTUAL COSTS

Estimated Costs

1.21 Table 1.1 summarises the amounts advised to the Cabinet as the
cost estimates for the redevelopment and also estimates authorised
through budget appropriations.

Table 1.1 – Estimated Costs
Specific Cabinet

Acceptance
Other

Appropriations
Total

March 1997 $27.3m $2.5m $29.8m
December 1998 $33.5m $2.5m $36.0m

Actual Costs

1.22 Table 1.2 on the following page sets out a summary of the actual
costs of the redevelopment.

                                                
3 The decision making government executives on the PCG were Ms Annabelle Pegrum, Chief
Executive BASAT (June 1997 – Feb. 1998), Mr Mick Lilley, Under-Treasurer (June 1997 –
Aug. 1999) and Ms Moiya Ford, Executive Director Office of Business Development and
Tourism (July 1997 – Aug. 1999).
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Table 1.2 – Summary of Actual Costs
Item Final Cost ($m)
Expenditure Relevant to Cost Estimates Advised to the Cabinet
Design and construction costs

Construction Costs 31.3
Design Expenses (consultant’s fees etc) 2.7
Administration 0.3
Project Management fees 1.4 35.7

Other Redevelopment Associated Costs
Video Replay Board 2.1
Re-location of Australian Sports Commission facilities (part) 0.7
Other 0.3 3.1

38.8
Expenditure Not Covered by Cost Estimates Advised to the Cabinet
Furniture, Fittings and Equipment 3.1
Capitalised interest, financing and legal costs 0.5 3.6

42.4
Costs met from Agency Appropriations
Off Site Works 0.8
Other Construction costs 0.9
Departmental costs 0.8 2.5
Total Direct Costs 44.9
Source: WT Partnership Cost Management Reports and Bruce Stadium Special
Purpose Financial Statements for year ended 30 June 1999.  The Under Treasurer
provided the cost for the video replay board.

COMPARISON OF ACTUAL COST WITH COST ESTIMATES

1.23 The Audit has compared the cost estimates (Table 1.1) with the
actual cost of the redevelopment (Table 1.2) in several ways, and these
are shown in the following comments and tables.  This has been
necessary because the estimated and actual costs of the redevelopment
were managed and reported to the Cabinet and the Legislative Assembly
in various different ways.

Comparison of the Cost Estimates Advised to the Cabinet with
Actual Design and Construction Costs Excluding Furniture, Fittings
and Equipment and Costs Met From Other Agency Appropriations

1.24 The cost estimates advised to the Cabinet were for the direct
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design and construction of the Stadium redevelopment.  The estimates
included an allocation for a video replay board but did not include FF&E,
or the offsite works met from other appropriations.  It is therefore
reasonable to make a comparison of the cost estimates advised to the
Cabinet with the actual costs of the design and construction including the
video replay board, but excluding FF&E and offsite works.

1.25 This comparison presents the most conservative view of the
difference between actual costs and the cost estimates advised to the
Cabinet. The results of this comparison are shown in Table 1.3.

Table 1.3 - Comparisons Between Cost Estimates Advised to the
Cabinet and Actual Costs (Excluding FF&E and Costs Met From
Other Appropriations)
Design and Construction Actual Costs Excluding Furniture,
Fittings and Equipment and Costs met from Other Agency
Appropriations

$38.8m

Variation from initial cost estimate ($27.3m) $11.5m
Variation (%) 42.1%

Variation from December 1998 revised cost estimate ($33.5m) $5.3m
Variation (%) 15.8%

1.26 Although this comparison presents the most conservative view of
how much the actual costs exceeded the cost estimates advised to the
Cabinet, it shows the excess was very high.  This is particularly so based
on the original cost estimate advised to the Cabinet of $27.3m.  On this
basis, the excess was 42.1%.

1.27 In the case of the revised cost estimate, the excess was 15.8%.
The Cabinet was advised of the increased estimate in December 1998,
which was only six months before the redevelopment was completed in
June 1999.  It would have been expected that since the redevelopment
was substantially complete and contracts had been let for the remaining
work an estimate made at this time would have been reliable.  The excess
of 15.8% is also very high.
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Comparison of the Cost Estimates Advised to the Cabinet with
Actual Design and Construction Costs Including Furniture, Fittings
and Other Project Costs

1.28 Although the Cabinet submissions did not mention FF&E
specifically, the Audit considers it is appropriate to compare the actual
design and construction costs, including FF&E, with the estimates
advised to the Cabinet.  This is because acquiring FF&E was essential to
the redevelopment functioning as intended.

1.29 In a response received during the Audit,4 it was advised that the
original plan for FF&E was that it would be provided by an ‘operator’
who was to be contracted to manage the Stadium operations.  The advice
was that, as it was intended that an operator would meet the costs of the
FF&E, there was no need for FF&E costs to be advised to the Cabinet.

1.30 The reasoning outlined in the previous paragraph cannot be
applied for FF&E not being included in comparisons with the revised
estimate of $33.5m.  By December 1998, when the revised estimate was
advised to the Cabinet, the idea of an operator paying for the FF&E had
been abandoned.  It had been decided that FF&E would be paid for
through the ‘financing structure’ being developed by the Under Treasurer
(see Report 6 — Financing Arrangements).  This financing structure was
to meet all construction costs over the Government’s $12.3m
contribution and now also the FF&E costs.  It is clear at this point that
the same sources of funds were to be used for FF&E as for the majority
of construction.  Accordingly there was no logic in the Cabinet being
advised of estimated construction costs but not of estimated FF&E costs.

1.31 Table 1.4 on the following page shows the results of this
comparison.

                                                
4 Mick Lilley, Under Treasurer, 4 April 2000
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Table 1.4 - Comparisons Between Cost Estimates Advised to the
Cabinet and Actual Costs (Including FF&E and Other Project
Costs)
Design and Construction Actual Costs Including Furniture,
Fittings and Equipment and Other Project Costs $42.4m
Variation from March 1997 initial cost estimate ($27.3m) $15.1m

Variation (%) 55.3%
Variation from December 1998 revised cost estimate ($33.5m) $8.9m

Variation (%) 26.6%

1.32 As the table shows, design and construction costs including
FF&E were $15.1m (55.3%) over the cost estimate initially advised to
Cabinet and $8.9m (26.6%) over the revised estimate.

Comparison of the Cost Estimates Advised to the Cabinet With
Actual Total Direct and Associated Costs

1.33 The estimates advised to the Cabinet must be compared with
actual total direct and associated costs of the redevelopment.  This is an
essential comparison as the only publicly announced estimated costs of
the redevelopment were the $27m and $33.5m cost estimates advised to
the Cabinet (see paragraph 1.15).  Table 1.5 shows the results of this
comparison.

Table 1.5 - Comparisons Between Cost Estimates Advised to the
Cabinet and Actual Direct and Associated Costs
Total Direct and Associated Actual Costs $44.9m
Variation from March 1997 initial cost estimate ($27.3m) $17.6m

Variation (%) 64.5%
Variation from December 1998 revised cost estimate ($33.5m) $11.4m

Variation (%) 34.0%

1.34 This comparison shows huge variations between the costs and
advised cost estimates.  The excess of costs over the initially advised cost
estimate, and the revised cost estimate was $17.6m (64.5%) and $11.4m
(34.0%) respectively.



BRUCE STADIUM REDEVELOPMENT- ACTUAL COSTS AND COST ESTIMATES

10

Comparison of Total of Cost Estimates Advised to the Cabinet and
Other Appropriated Funds (Total Funds Available) with Actual
Total Direct and Associated Costs

1.35 The Cabinet made decisions based on cost estimates contained in
the submissions it received.  Some payments for the redevelopment,
however, were made from other agency appropriations.  Adding the
initial estimated cost and the appropriated amounts, the total funds were
$29.8m (see Table 1.1).  The total is $36m when the December 1998
revised cost estimate is taken to account.

1.36 The Audit’s final comparison is between the total costs of the
redevelopment and the total of cost estimates advised to the Cabinet and
other appropriated funds.

1.37 The Audit believes this is the best comparison for accountability
purposes.  It compares all costs of the redevelopment with the total of all
funds available for use on the redevelopment, as shown in Table 1.6.

Table 1.6 – Comparisons Between Total Funds Available and
Actual Direct and Associated Costs
Total direct and associated costs $44.9m
Variation from total available funds March 1997 ($29.8m) $15.1m

Variation (%) 50.7%
Variation for total available funds December 1998 ($36.0m) $8.9m

Variation (%) 24.7%

1.38 This comparison shows a large difference between the funds
available to the redevelopment project and the actual direct costs.  When
the total direct costs are compared with funds initially available, the
excess is $15.1m or 50.7%.  When compared with the revised cost
estimate, the excess is $8.9m or 24.7%.

1.39 It should also be noted that various submissions to the Cabinet on
the redevelopment and other key documentation consistently advised that
the funding arrangements would limit the Government’s capital
contribution to the redevelopment to $12.3m.  When the total costs
eventually met by the government ($44.9m) are compared to the expected
Government contribution ($14.8m including the additional appropriated
funds) the overrun is $30.1m.
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CONCLUSION

Initial Cost Estimates of the Redevelopment Cost and Advice to the
Cabinet (Chapter 2)

1.40 In September 1996, the Cabinet was advised through the
submission titled Canberra — An Olympic City that the estimated cost of
the redevelopment was $27m.  This estimate was based on an ‘order of
cost estimate’ prepared for use in the Olympic bid document provided to
SOCOG (see Report 4 — Decision to Redevelop the Stadium).

1.41 The available evidence indicates that the order of costs estimate
was indicative only.  The estimated cost of $27m was based on notional
sketches.  No detailed design had been prepared.

1.42 Although the order of costs estimate was at best only a
preliminary estimate it became integral to all following considerations of
redeveloping the Stadium, including being the source for the advice to
the Cabinet of $27m as the estimated cost of the redevelopment.

1.43 The estimate was clearly important as it was used in both the
Olympic soccer bid document and the Cabinet submission Canberra —
An Olympic City.  Considering its importance, the estimate should at
least have been reviewed to assess its reasonableness for the purposes it
was intended to be used.

1.44 The Audit has not located, or been provided with, evidence that
the estimate was reviewed prior to it being reflected in the September
1996 submission to the Cabinet and in the Olympic bid document.

1.45 A reasonableness review could have included sufficient analysis
to ensure the basis on which the estimate was prepared and the items
covered by it were well understood.  A reasonableness review could also
have determined the degree of accuracy to which the estimator would
commit (e.g. would the estimator claim the estimate was 100% accurate,
plus or minus 20% accurate, or plus or minus 50% accurate).

1.46 In the Audit opinion, the advice to the Cabinet in September 1996
was couched in terms that implied a precision to the estimate that was not
warranted.  Further, the omission of advice in the Cabinet submission on
the need to provide furniture, fittings and equipment to make the
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redeveloped Stadium functional (later estimated to cost $4.3m - $6m)
understated the likely cost of the project.

Estimated Cost of the Redevelopment and Advice to the Cabinet –
March 1997 (Chapter 3)

1.47 In March 1997, the Cabinet was advised in a Cabinet submission
titled Bruce Stadium Redevelopment — Recommended Tender that the
construction cost of the redevelopment would be ‘up to an indicative
construction cost of $27m’.

1.48 As previously commented the estimate on which the earlier
advice to the Cabinet was based was not subjected to a reasonableness
review or any other review.

1.49 The cost estimate contained in the selected project manager’s
successful proposal was very significant information and its accuracy
was very important.  If the estimate, to any material extent, was an under
estimate of the actual cost, the successful implementation of the
redevelopment would be severely jeopardised.  This was true for both the
method to be used to finance the redevelopment and completion of the
works to the intended size and scope.  Given the importance of the
estimate to the success of the project, it would have been expected that
the estimate would have been subjected to thorough analysis.  No
evidence of any review being carried out has been sighted by the Audit
(see  Report 5 — Selection of the Project Manager).

1.50 As stated, in the Audit view, the cost estimates and the scope of
works proposed by the selected project manager were not effectively
analysed.  Consequently, as with the previous estimate, the basis on
which the estimate was prepared and the items covered by the estimate
were not fully understood by the government executives5 who were to
manage the actual implementation of the redevelopment project.

                                                
5 Annabelle Pegrum and Mick Lilley
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The PCG-Agreed Project Budget — June 1997 (Chapter 4)

1.51 The budget presented by the project manager in June 1997 was
not analysed to ensure it was reasonable for the scope of works proposed
for the redevelopment.  The potential effect of variations from earlier
estimates were not fully explored nor was the effect of items which were
in earlier estimates but were now excluded.

1.52 The Audit’s opinion is that the government executives with
responsibility for implementing the redevelopment project did not fully
comprehend in June 1997 that the $27m estimate could be at the lower
end of the potential cost of the redevelopment and consequently keeping
the cost within the $27m estimate would require very close management.

Approval for Expenditure on Furniture, Fittings and Equipment
(FF&E) (Chapter 5)

1.53 Expenditure on FF&E was critical to the functionality of the
redeveloped facilities, but only a minor allocation for loose FF&E was
included in initial cost estimations.  In the Audit view, the position with
fixed FF&E needed to be clarified.  The minor allocation of funds should
have been questioned as it was clearly insufficient to meet the total
FF&E funding demands of the project.  Not including the substantial
estimates of FF&E costs in submissions to the Cabinet provided the
Cabinet with an understated view of the overall costs of the Stadium
redevelopment.

Early Cost Pressures and Variations (Chapter 6)

1.54 Although they may not have been aware in June 1997 that the
$27m estimate could be at the lower end of the potential cost of the
redevelopment, the government executives on the PCG did become
aware from an early stage that the Stadium could not be redeveloped to
the full specifications proposed at the start of the project within the
$27.3m budget.  However, this was not formally advised to the Cabinet
until December 1998.

1.55 An increase to the project budget of $1.2m to upgrade all Stadium
seats was not advised to the Cabinet until December 1998, more than 15
months after it was agreed to incur the expenditure.
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1.56 That the executives were aware of the difficulties with the budget
is clear from the evidence available.  To the Audit, however, it appears
the difficulties were not effectively addressed.  The difficulties could
have been addressed by reducing the scope of the redevelopment and
rejecting recommendations for any variations that would add to the cost.
If reducing the scope of the redevelopment was unacceptable, prompt
action could have been taken to seek formal Ministerial and/or Cabinet
acceptance of an increase in the estimated cost.

1.57 The Audit has not located any documentary evidence or been
provided with any documentary evidence of the Chief Minister being
progressively advised of the difficulties with the costs.  Similarly the
Audit has sighted no evidence of the Chief Minister providing directions
to the executives in relation to the costs.

Pressure to Increase the Budget to $33.5m (Chapter 7)

1.58 Through the entire period of December 1997 to December 1998
the project manager was advising government executives on the PCG
that the cost of the full redevelopment would exceed the $27.3m budget.
The executives consistently rejected formally agreeing to increase the
redevelopment budget beyond $27.3m.

1.59 Although formal agreement to increase the budget above $27.3m
was not given, the Audit is of the view that the executives effectively
intended to proceed with the full redevelopment, knowing that the final
cost would be in excess of the cost estimate advised to the Cabinet.  In
this regard, the main priority was seen as being to deliver the full
Stadium redevelopment to the original design concepts including a
targeting of ‘the premium end of the market’.  Containing costs to the
estimates that had been advised to the Cabinet was a secondary objective.

Submission to the Cabinet Outlining the Revised Budget (Chapter 8)

1.60 In December 1998 the Cabinet was advised in a submission
(Bruce Stadium Financing) that the cost of the redevelopment was now
estimated to be $33.5m.

1.61 The submission’s advice was inaccurate in some respects
concerning the causes of the increased costs of the redevelopment.  The
omission of the substantial FF&E costs also caused the total cost of the
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project to be understated in the submission.

1.62 In presenting options in the submission for consideration, the
submission was neither timely nor realistic.

1.63 The Audit is of the view that, if the Cabinet had no information
available other than that contained in the submission, the information
would have been so compelling that the only decision it could reasonably
have taken was to accept the increased costs and agree to the
redevelopment being completed to the originally intended size and scope.

1.64 It should be noted that there were no further submissions to
Cabinet advising of increased costs for the redevelopment.

Variations Resulting in Additional Costs (Chapter 9)

1.65 It would be expected that a project of the redevelopment’s type
would generate some variations as construction and site issues were
resolved.  The project’s cost planners (WT Partnership) advised the
Audit that for a complex redevelopment it could be expected that
variations might result in an overall increase in costs of 10-15%.  As can
be seen by the cost comparisons presented earlier in this Chapter, the
variations were considerably more than 10-15%. On this basis, variations
for the redevelopment of the Stadium were large by industry standards.

1.66 The Audit has identified over $2.7m spent on design changes
during the course of redeveloping the Stadium to improve the
functionality of the Stadium.  These included changes made to the
forecourts, kitchen area, lift and change rooms, and lowering the ground
floor slab.  Some of these costs could have been avoided, or at least
recognised in cost estimates, if enough consideration had been given to
the design and development process before construction commenced.

1.67 A total of $1.7m was paid to contractors to speed up their work so
that facilities could be available in time for three key football events.
The Audit has not located any evidence to suggest that ways by which
these costs could be avoided were considered.

1.68 Some $1.5m of variations were associated with upgrading
existing seats and $1.3m of variations were to improve the marketability
of the Stadium.  The Audit has not located any evidence to suggest any
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analysis was undertaken to assess whether the increased costs were
justified on commercial grounds.

Overall Conclusion

1.69 It seems to the Audit that there was a commitment to the ‘full’
redevelopment being completed.  In this regard, the main priority was to
deliver the full Stadium redevelopment to the original design concepts
including targeting ‘the premium end of the market’.  Containing costs to
the estimates advised to the Cabinet was a secondary objective.

1.70 Because of the availability of Central Financing Unit funds (see
Report 6 — Financing Arrangements), meeting the commitment to the
full redevelopment was not impeded by not having access to funds.  The
problem of spending above estimates on the redevelopment was seen
only as a ‘timing’ problem.  This was apparently because it was
confidently anticipated that once the fully redeveloped Stadium was
operational more than enough revenues would be generated to cover all
expenditure on the Stadium.

1.71 It is also clear from the various submissions to the Cabinet
regarding the redevelopment, and documentation such as the request for
Expressions of Interest for the redevelopment, that the Government’s
direct capital contribution was to be limited to $12.3m.  The actual
outcome is that all costs have been met by the Territory and the
Government’s $12.3m contribution, as agreed by the Cabinet, has been
exceeded by a very wide margin.

1.72 The Audit opinion based on the evidence assembled by the Audit
and reflected in this Report cannot be other than that the actual
redevelopment costs were not contained within estimated costs advised
to the Cabinet.

1.73 Readers will note that the Audit has presented several
comparisons of actual costs with estimated costs.  It was necessary to do
this as there was not one overall budget prepared for the redevelopment
which consolidated all costs irrespective of the source of funds.  The
presence of a single budget would have been sensible practice to
facilitate the management and control of the redevelopment’s overall
costs.
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1.74 Each of the comparisons prepared by the Audit has some
justification as a reasonable measure of actual costs against estimates.
That this situation exists is a clear indication of the confusing approach
adopted by government executives to the management and control of the
redevelopment’s budget.

1.75 The Audit’s view is that the comparison contained in Table 1.6 is
the best comparison for accountability purposes.  This is because it
compares the total costs of the redevelopment with the total estimated
cost advised to the Cabinet (and to the community), plus amounts made
available through agency appropriations for the redevelopment.  This
comparison shows there were very large cost overruns.

1.76 The Audit is of the view that the duties of the government
executives on the PCG included managing and controlling the significant
funds expended on the redevelopment in order to keep costs within the
costs advised to the Cabinet.  The Audit’s opinion is that these duties
were not performed adequately.

1.77 The Audit has sighted no documentation evidencing that
executives progressively advised the Chief Minister on the cost position
or that the Chief Minister provided any directions in relation to the costs.

DEPARTMENTAL RESPONSE

1.78 In accordance with section 18 of the Auditor-General Act 1996, a
final draft of this Report was provided to the Chief Executive of the
Chief Minister’s Department for his consideration and comments.  The
Chief Executive’s response is set out in the following paragraphs.

1. This Report essentially addresses five substantive issues:

•  the basis and comprehensiveness of the cost estimates provided to
the Executive for the redevelopment of Bruce Stadium;

•  the adequacy of scrutiny of cost estimates and subsequent cost
pressures by officials;

•  the provision for furniture, fittings and equipment in the total cost
estimates of the project;

•  the total cost of the project, compared with initial estimates; and
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•  the reasons for cost increases in the project, the extent of those
cost increases, and the measures taken to contain these cost
increases.

Basis of Cost Estimates
2. The Report argues that the initial advice to the Executive on the
cost of the Redevelopment implied a precision which “was not
warranted” and was not the subject of detailed review.  These assertions
are not supported by the evidence.
3. The Submission to the Executive in September 1996 stated that
the figure of $27.3m was an “estimate”, while the related Submission of
March 1997 stated that $27.3m was the “indicative construction cost”.
Costs provided in such a manner cannot reasonably be held to be
“precise”.
4. The Report goes on to argue that the “estimate” of $27.3m
should have been subjected to a “reasonableness review”. The
construction cost estimate of $27.3m was provided by the selected
Project Manager, CRI on the basis of advice from the WT Partnership –
an international firm of 50 years standing - who were contracted to
provide cost planning advice to the project. The WT Partnership
subsequently provided a series of cost review reports to the Project
Manager and the Project Control Group.
5. The construction cost estimate was used by the Project Control
Group essentially as a cost cap – a means of seeking to control the
ultimate construction costs of a project by the consideration of offsetting
adjustments for emerging cost pressures.
6. The Report is also critical that the initiate cost estimates were
based on “notional sketches”.  However, this is a quite normal
estimating process, with detailed elements of costs then being developed
as detailed design proceeds.  As part of that process, choices about
aspects of the detailed project can be made to control overall costs.  This
was the process used by the Project Control Group.
Scrutiny of Cost Estimates
7. The Report is critical of the officials on the Project Control
Group, contending that they did not fully understand the basis of the cost
estimates, analyse these estimates, effectively address the cost pressures,
provide progressive advice to the Chief Minister on project costs, or
manage the overall project within the approved budget. These are
serious
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criticisms and it is important that the Audit review distinguishes between
an assessment of the actions of the Project Control Group and
speculation on what other actions might have been taken.

8. As noted above, the Project Control Group had the benefit of the
advice on professional cost planners who provided the Group with
several reports on the basis of cost estimates and emerging cost
pressures.  The Report notes that the Project Control Group met 31 times
between June 1997 and August 1999, i.e. more than monthly.  By any
measure that is a considerable degree of formal project scrutiny.
9. The Project Control Group used the initial construction cost
estimate as a means of seeking to contain overall costs.  Consideration
was given on a number of occasions to ways of containing costs, and
tenders let for parts of the project deliberately allowed for future
reductions in the scope of works without cost penalty.  In addition, a
value management workshop was undertaken to prioritise needs and to
explore a strategy to deliver the balance of the project.  A submission
was put to the Executive in December 1998, proposing a revised and
increased budget for the project.
10. A number of factors impacted on the final cost of the project.
These factors included the need to complete construction to meet the
playing schedule of the major stadium tenants – the Raiders and the
Brumbies, the impact of increasing construction costs a result of the
large increase in construction associated with the Sydney Olympics, and
the eventual need to fund the cost of furniture, fittings and equipment,
due to the inability to attract a commercial operator for the Stadium who
would have been responsible for such costs.
11. One area of cost scrutiny which was deficient was the lack of a
regular and formal advice to the Chief Minister on the progress of the
project, including cost issues.  The provision of such reports should be a
standard element of all major projects.  This approach is now being
followed for major ACT Government projects.
Furniture, Fittings and Equipment
12. As Audit was advised by relevant officials, the cost of furniture,
fittings and equipment, other than the video replay board, were
considered to be a cost of the operation of the Stadium, rather than its
construction and were considered to be an expense to be borne by the
anticipated commercial operator of the Stadium.  On the basis of the
commercial plan accepted at the time, that was a reasonable
assumption.
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The ultimate need to directly fund the provision of furniture, fittings and
equipment contributed to the final total cost of the project, but does not
represent an error in the initial cost estimates.
Estimated Versus Final Costs
13. The Report contends that the most appropriate measure of the
ultimate increase in the cost of the Redevelopment of Bruce Stadium is
the difference between the initiate cost estimate of $27.3m in September
1996 and the final cost of $44.9m in August 1999.  This approach
misrepresents the true scale and nature of the cost increases, fails to
compare “like” with “like”, makes no provision for price escalation and
– especially in the summary parts of the Report – does not explain the
various causes of the cost increase.
14. Rather than the initial construction cost estimate of $27.3m, a
more relevant and appropriate benchmark for cost comparison purposes
is the sum of that construction estimate, the initial (May 1997) estimate
of $4.3m for furniture, fittings and equipment, and the $2.5m in non-
project costs (including off  site works and Departmental costs).  The
sum of these costs is $34.1m.  This is the relevant figure for comparison
with the final cost of $44.9m.  On this basis, the gross cost increase for
the project was $10.8m or 32%.
15. The figures presented in the report do not make any provision for
price escalation due to inflation.  Applying the relevant price adjustment
of 6% for the project period to the construction and furniture, fittings
and equipment estimates gives a price adjustment of $1.9m.  This leaves
a net project cost increase of $8.9m or 26%.
16. As the Report acknowledges, some parts of this increase were
reasonable and understandable, including routine cost overruns as
specifications are refined or unforeseen circumstances encountered
($0.945m), extraordinary latent conditions which could not be foreseen
or allowed for at the time ($0.803m), general cost under estimates
($0.508m) and enhanced safety measures recommended by ACT
Workcover ($0.210m).  These reasonable adjustments total $2.45m or
some 8% of the initial total construction and furniture, fittings and
equipment estimate.  The Report acknowledges that a reasonable and
routine provision for overall real cost increases would be 10% to 15% of
the estimated cost.
17. The $6.5m balance of the cost increase relates to four factors
($1.7m in acceleration payments, $1.5m to upgrade all seating, $1.3m
for changes  for  marketing  purposes  and  $2.7m  for  changes for
functional
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reasons).  Some $4m of these costs were addressed in the revised project
cost estimate which was provided to the Executive in December 1998.
To that extent, the cost pressures were addressed appropriately.
18. However, the objective of managing overall costs would have
benefited from more expert project management within the ACT
Administration.  In recognition of this limitation, the Government has
agreed to establish a Purchasing Board within the Department of Urban
Services to oversight major contracts, to require relevant purchasing
officials to meet formal skills accreditation standards, and the project
management function now provided to TotalCare is to be relocated with
the Department of Urban Services to provide the necessary level of
project management expertise, especially in the area of capital works.”

CONCLUDING COMMENT

1.79 The Chief Executive’s response to the Report identifies various
issues for specific comment.  The Audit’s view on these issues is
discussed in the following paragraphs.

Basis of Cost Estimates

1.80 Paragraphs 2 and 3 of the Chief Executive’s response discuss the
Audit’s view regarding the precision of the initial cost estimate for the
redevelopment.  The Audit agrees that terminology such as ‘estimate’
and ‘indicative construction cost’ do not, on their own, imply precision.
However, the cost estimates were used as if they were reasonably precise;
they were in the Olympic bid document, various Cabinet Submissions,
and the expression of interest documentation.  The figure was discussed
in the Legislative Assembly and released publicly by the Chief Minister.
The figure was quoted in the submissions to the Cabinet without
qualifying words to indicate whether the estimates were researched
estimates or ‘back of envelope guestimates’.  Without such qualifiers, it
is reasonable that the Cabinet, Assembly Members, and the public would
presume the figure was soundly derived and suitable for making major
capital investment related decisions.

1.81 Paragraph 4 of the Chief Executive’s response comments that the
initial cost estimate for the redevelopment was provided by CRI on
advice from WT Partnership.  The Audit notes that at the time the initial
estimate was prepared (September 1996) WT Partnership was contracted
by CRI in relation to the Olympic bid document preparation.  WT



BRUCE STADIUM REDEVELOPMENT- ACTUAL COSTS AND COST ESTIMATES

23

Partnership was further engaged by CRI in relation to CRI’s project
manager proposals in February 1997.  The Audit accepts that
WT Partnership provided professional advice to CRI, but notes that
WT Partnership was not formally contracted to the Territory to provide
‘quantity surveying services’ in relation to the redevelopment until late
November 1997.

1.82 Report 12 – Governance and Management discusses the reliance
on consultants throughout the redevelopment project.  The Audit accepts
that executives should seek advice from subject matter experts, including
consultants, on matters where the executives’ expertise is limited.
However, the Audit remains firmly of the view that unquestioning
acceptance of such advice is inappropriate and inconsistent with sound
management practices.  In relation to the initial estimate of costs for the
redevelopment – a matter that was clearly of significance – the
responsible executives should have reviewed the advice provided by the
consultant to ensure the basis on which the estimate was prepared and the
items covered by it were well understood.  This should have included an
understanding of the precision attached to the estimate by the consultant.

1.83 The Chief Executive’s response at paragraph 6 comments that
the Report is inappropriately critical that cost estimates were based on
‘notional sketches’ (paragraphs 2.19 and 7.6).  The Audit’s point is not
that initial cost estimates should never be based on notional sketches.  It
is understood that this is usual practice for ‘normal’ projects.  But the
Bruce Stadium redevelopment was not a ‘normal’ project; it was a project
of many inter-dependent parts based on an untested and ambitious
proposal.  The Audit’s point is that a commitment to a project described
in a Ministerial submission as ‘the single biggest construction project to
be undertaken by the ACT Government’ should have, at its centre, a cost
estimate based on more than notional sketches.

Scrutiny of Cost Estimates

1.84 The Chief Executive’s comments at paragraphs 7-10 of the
response cover a wider range of matters than scrutiny of the cost
estimates.  The various matters have been addressed in the Audit Report.
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1.85 The Audit accepts that WT Partnership provided CRI, the PCG
and thus the Territory with frank advice and considered options and acted
in a professional manner throughout the project.

1.86 The actions of the PCG as referred to at paragraphs 8 and 9 of
the Chief Executive’s response are discussed, in particular, in Chapters 6
and 7 of this Report.  The PCG is also discussed in Chapters 5 and 6 of
Report 12 –Governance and Management.

1.87 The Chief Executive refers to a value management workshop to
prioritise needs for the final construction contract.  The workshop and the
contract are discussed at paragraphs 7.11-14 of this Report.  The Chief
Executive also refers to the Cabinet Submission of December 1998,
which proposed a revised budget for the redevelopment.  The submission
is discussed in detail in Chapter 8.

1.88 The factors that influenced the final cost are described in this and
various other Reports of the Audit.  The Chief Executive comments that
one of the contributing factors was the need to fund the cost of furniture,
fittings and equipment, due to the inability to attract a commercial
operator for the Stadium who would have been responsible for such
costs.  The Audit notes that during the course of the redevelopment, there
was no effort to attract a commercial operator for the Stadium.

Furniture, Fittings and Equipment

1.89 The proposal put forward by the successful project manager is by
no means clear concerning the proposed operating structure for the
redeveloped Stadium.  It does not, for example, clearly provide for a
commercial operator to be appointed.  The proposal included no
reference to an operator purchasing the FF&E items and the financial
model submitted with the proposal does not refer to FF&E.  It was not
until July 1997 that the possibility of FF&E being provided by a
commercial operator was raised in the PCG, and that was in the context
of WT Partnership advising that the $27.3m budget could not
accommodate the $4.3m FF&E requirement proposed by Graf
Consulting.  The concept of securing FF&E through a commercial
operator was replaced in January 1998 by a resolution to use lease
financing.  This, in turn, was replaced by using Central Financing Unit
funds, the same source as for the rest of the funding for the
redevelopment.
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1.90 The idea of an operator purchasing the FF&E was short-lived.

Estimated Versus Final Costs

1.91 The Chief Executive’s response in paragraphs 13 to 18
comments on the Audit’s comparisons of actual costs with estimates.

1.92 The purpose of the Audit’s comparison is to compare the
estimates advised to the Cabinet, the Assembly and the public with actual
costs.  In paragraph 14 the Chief Executive refers to the $4.3m estimate
for FF&E indicating that for comparison purposes this estimate should be
added to the estimates advised to Cabinet.  The FF&E budget allowance
was known only to the PCG.  It was never advised to the Cabinet and
therefore is irrelevant to the Audit’s comparison.

1.93 Reference is made in paragraph 15 to the use of a price deflator.
The Audit recognises the argument regarding the use of a price deflator.
However, the revised redevelopment budget presented to the Cabinet in
December 1998 took into account the escalation of costs. Tables
presented by the Audit are reasonable representations of the actual costs
compared to the estimates advised to the Cabinet and the public.  The
introduction of the price deflator does not materially change the result of
these comparisons.  If the deflators were applied from December 1998 to
May 1999, when the project was completed, the effect would be
negligible.

1.94 Paragraphs 16 and 17 of the Chief Executive’s comments are
explaining that the costs were reasonable.  The Audit does not disagree
with this.  An audit conclusion contained in Report 2 – Value for Money
is that costs for the physical construction and associated works for the
recent redevelopment were ‘fair and reasonable’.  The purpose of this
Report, as shown by the objective addressed, is to provide an
independent opinion to the Legislative Assembly on whether the actual
costs of the redevelopment were contained within the cost estimates on
which Cabinet decisions were based, not whether the costs were
reasonable.  Whether the costs were reasonable is addressed in Report 2
– Value for Money.
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General Comment

1.95 Each of the matters raised by the Chief Executive were identified
during the Audit and carefully considered.  On receipt of the Chief
Executive’s response they were reconsidered.  The Audit conclusion is
that the content of the Chief Executive’s response does not change the
Audit’s opinion.

1.96 In relation to the Chief Executive’s comments in paragraph 18 of
his response, it is very encouraging to see that positive actions are being
taken.
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2 INITIAL ESTIMATES OF THE COST OF THE
REDEVELOPMENT AND ADVICE TO THE
EXECUTIVE – SEPTEMBER 1996

INTRODUCTION

2.1 The Cabinet was advised in a submission titled Canberra – An
Olympic City dated 20 September 1996 that the total cost of the full
redevelopment of Bruce Stadium was estimated at $27m.  The
submission was signed by the Chief Minister.  Mark Owens was one
executive involved in the preparation of the submission.  Others were
involved in the preparation and clearance process, but the Audit has been
unable to identify them (see Report 12 – Governance and Management).
The Cabinet agreed that as part of Canberra’s bid to host Olympic soccer
the Government would guarantee, if the bid was successful, to upgrade
the Bruce Stadium to ‘full specifications’.  Subject only to a successful
outcome of the bid, this decision was effectively an agreement to
redevelop the Stadium to an estimated cost of $27m.

2.2 The submission also identified that funds to meet the cost of the
redevelopment were expected to be sourced from the Territory budget
through capital injection appropriations ($12m), from borrowings ($7m)
and from sale of Stadium products ($8m).  The sales of Stadium products
were to occur in the early stages of the redevelopment construction.

2.3 This Chapter discusses the development of the initial estimate of
costs for the Bruce Stadium project as proposed in September 1996, from
which the $27m referred to in the Cabinet submission was drawn.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  The Cabinet agreed in September 1996 to redevelop the
Stadium to ‘full specifications’, at an estimated cost of $27m,
subject to the Olympic bid for soccer being successful.

•  The initial estimate ($27m), which was the basis for the Cabinet
agreement and included in the Olympic bid, was indicative only.
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•  The Audit has sighted no evidence to indicate the cost estimate
was reviewed for reasonableness or in detail before it was
included in the September 1996 submission to the Cabinet on
the Olympic bid.

RELEVANT CONTENT OF EXECUTIVE SUBMISSION AND
DECISION

2.4 The Cabinet submission titled Canberra — An Olympic City
contained the following:

‘The total cost of the Master Plan for Bruce Stadium
Redevelopment including increased seating, 24 more corporate
boxes, video scoreboard, roofing and upgrade of concessions and
spectator facilities is estimated at $27 million.  The total is
comprised of $12m in equity investment, $8m in upfront revenue
and debt financing of $7m over seven years’.

2.5 The relevant part of the Cabinet decision was that the Cabinet:
(a) ‘agreed to support Canberra’s bid to host Olympic Football

in the Year 2000’;
(b) ‘agreed that as part of that bid the Government will

guarantee that, if the bid is successful, the Bruce Stadium
will be upgraded to full specifications’; and

(c) ‘agreed, that if the bid is successful, capital works
expenditure in the vicinity of $3 million will be required in
1996-97 (to commence work on the Bruce Stadium upgrade)
with options for sourcing this expenditure being
reprioritising the 1996-97 Capital Works Program,
supplementation from the Treasurer’s Advance and
utilisation of external equity partners (e.g. News Limited).’

Audit comment

2.6 The Cabinet decision effectively set out that the Cabinet agreed to
the full redevelopment of Bruce Stadium if the Olympic bid was
successful.  The estimated cost of $27m was presented in the Cabinet
submission which informed the decision.  The Cabinet agreed that $3m
of the estimated cost could be met from the 1996-97 Capital Works
Program.  None of this $3m was expended in 1996-97.
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THE ESTIMATED COST OF THE REDEVELOPMENT –
SEPTEMBER 1996

2.7 The concepts for the redevelopment took shape during July –
September 1996 as part of the development of the Territory’s bid to host
Olympic soccer.  The concepts were prepared by CRI who were
consultants engaged to assist with preparation of the Olympic bid
document.  The concept included creation of a stadium, which while
meeting the full requirements of FIFA/SOCOG for hosting Olympic
soccer, would also be a commercially viable entity for the Government.
The plan, with a strategy described as long-term revenue maximisation,
was to target ‘the premium end of the market’ in order to greatly increase
the revenues generated from the Stadium’s operations.

2.8 WT Partnership (a firm of cost planners contracted to CRI)
prepared an ‘Order of Costs Estimate’ for the redevelopment in
September  1996 on behalf of the CRI team.  The scope of works and the
estimated cost were included in the Olympic bid documentation.
WT Partnership’s order of costs estimate indicated an estimated total cost
of completion around $27m, which included an estimate of about $7m
for ‘optional works’.  WT Partnership advised during the Audit that the
order of costs estimate did not include financing costs and furniture,
fittings and equipment.  WT Partnership also advised:

‘It is WT Partnership’s understanding that the original design
concept was for a “normal” basic stadium with the boxes fitted
out by the (lessees) hirers and kitchens by the catering
contractor.’

2.9 The $27m estimate was incorporated in the Cabinet submission
titled Canberra – An Olympic City.  Table 2.1 on the next page shows the
composition of the September 1996 estimate.

2.10 Details supporting the manner in which the order of costs
estimate was prepared are sketchy – documentation available to the Audit
is not clear on matters such as the extent of analysis undertaken to
prepare the estimate, the delivery method upon which it was based or the
qualities of finish and inclusions.

2.11 Similarly, documentation is not available regarding the extent to
which the estimate was analysed by government executives to gain a full
understanding of the items it included.
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Table 2.1 - Order of Costs Estimate

Prepared by WT Partnership – September 1996

Item Estimated Costs ($)
Arena
Excavation to reduce levels 1,500,000
Perimeter walling 220,000
Playing field and associated works 1,080,000
Terracing and seating 4,080,000
Extension to Ceremonial Entrance 70,000 6,950,000
East Stand
Corporate boxes (24) 2,640,000
Main Stand
General upgrading 1,000,000
Allowance for gymnasium 200,000 1,200,000
Food and Beverage and Toilet Facilities
Upgrading existing facilities 1,000,000
New facilities 3,450,000 4,450,000
Other works
Upgrading existing electrical facilities 750,000
Provision for fire detection systems 350,000 1,100,000

16,340,000
Escalation and Industrial Provisions (10%) 1,634,000

17,974,000
Professional Fees and Other Charges (10%) 1,798,000

19,772,000
Optional Items
Roof to East Stand 1,800,000
Extensions of existing roof to Main Stand 1,500,000
New Video Replay Board and associated works 2,900,000
Billboards and windbreaks to walkways 600,000 6,800,000
Total Estimated Cost 26,572,000

Say 27,000,000
Exclusions - financing costs and loose FF&E
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2.12 The Audit has not located or been provided with evidence of the
estimate of $27m being reviewed prior to the $27m being included in the
September 1996 submission to the Cabinet and also included in the
Olympic bid document.

2.13 The estimate was clearly important as it was used in both the
Olympic soccer bid document and the Cabinet submission Canberra —
An Olympic City.  Considering its importance, the estimate should at
least have been reviewed to assess its reasonableness for the purposes it
was intended to be used.

2.14 A reasonableness review could have included sufficient analysis
to ensure the basis on which the estimate was prepared and the items
covered by it were well understood.  As well, a reasonableness review
could have determined the degree of accuracy claimed by the estimator
(e.g. was the estimate 100% accurate, plus or minus 20% accurate, or
plus or minus 50% accurate).

2.15 It is clear that the ‘optional items’ included in the September
1996 order of costs estimate were important to the concept of the
redevelopment, as each of the items had been identified as part of the
redevelopment in the Olympic bid document.  As well, the Olympic bid
document states ‘the entire redevelopment is estimated to cost $27
million in current terms’ i.e. the total cost of all works, including the
options.  The optional items identified do not seem to have ever really
been considered as optional.

CONCLUSION

2.16 In September 1996, the Cabinet agreed to proceed with the full
redevelopment of Bruce Stadium, subject to the Olympic bid being
successful, knowing that the estimated cost was $27m.  This estimate was
based on an order of costs estimate prepared for the Olympic bid
document.

2.17 The estimated cost of $27m was based on notional sketches.  No
detailed design had been prepared.  The available evidence indicates
clearly that the summary of costs was indicative only.
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2.18 Although the cost estimate of $27m was at best only a
preliminary estimate, it became integral to all following considerations of
redeveloping the Stadium.  Importantly it was the basis for the advice to
the Cabinet that $27m was the amount required to be expended to
complete the full redevelopment.

2.19 The Audit has not located or been provided with any evidence
that the estimate was reviewed (either for reasonableness or in detail) by
executives prior to it being included in the September 1996 submission to
the Cabinet and in the Olympic bid document.  Analysis should have
been conducted to ensure the basis on which the estimate was prepared
(including its likely degree of accuracy) and the items covered by the
estimate were understood.



BRUCE STADIUM REDEVELOPMENT- ACTUAL COSTS AND COST ESTIMATES

33

3 ESTIMATED COST OF THE
REDEVELOPMENT AND ADVICE TO THE
EXECUTIVE – MARCH 1997

INTRODUCTION

3.1 In a submission in March 1997, the Cabinet was advised that as a
result of the successful Olympic bid, the Government was ‘committed to
redevelop Bruce Stadium up to an indicative construction cost of $27m’.
The Cabinet was also advised of the selection of CRI as the project
manager for the redevelopment (see Report 5 – Selection of the Project
Manager).

3.2 This Chapter discusses the manner in which this ‘indicative
construction cost of $27m’ was developed.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  The Cabinet was advised in March 1997 that the indicative total
construction cost of the redevelopment would be $27m.

•  The Audit has sighted no evidence to indicate that the cost
estimate on which the advice to the Cabinet was based was
reviewed for reasonableness or in detail.

SOURCE OF MARCH 1997 ESTIMATES

3.3 Prior to expressions of interest from selected tenderers to
redevelop the Stadium being called in December 1996, the expected cost
of the redevelopment had been advised to the Cabinet as $27m through
the Cabinet submission Canberra – An Olympic City.

3.4 In the requests for expression of interest documentation issued to
prospective project managers for the project (see Report 5 - Selection of
Project Manager), constructing the redevelopment for $27m or less was
a clearly stated requirement.
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3.5 The specifications for the proposed redevelopment as set out in
the request for expression of interest documentation corresponded with
the Olympic bid document.  The expected cost was established with
reference only to the estimate included in the bid document which, as
stated in the previous Chapter, was sourced from an ‘order of costs
estimate’.

3.6 As reported elsewhere, the bid document had been prepared with
assistance from CRI and the redevelopment’s design concept had been
proposed by CRI.  As would be expected, CRI’s proposal provided in
response to the expression of interest request allowed for an estimated
redevelopment cost of $27m (described as a ‘Total Project Cost
Summary’).  CRI’s proposed cost was broken down as shown at Table
3.1 on the following page.  The total project cost summary was broken
down into more detailed estimates in the CRI submission, allowing
further review by the assessment committee.

3.7 CRI’s project cost summary covers base building works and
optional works, to which are added development costs and project costs.

3.8 Although it is not clearly established, the base building works
appear to include those works necessary to meet FIFA/SOCOG
requirements for hosting Olympic football.  The optional works are the
same items identified as optional in September 1996 plus upgrades to
existing seating and ‘customer needs’.  It is apparent that the main reason
CRI continued to identify these works as optional was to fit with an
intention to stage (or defer) phases of the construction to correspond with
when funds for the construction were to become available, rather than to
suggest that the works need not be included in the redevelopment.

3.9 The proposal also included a small allowance ($280,000) for
furniture, fittings and equipment.  The September 1996 estimate had
made no provision for furniture, fittings and equipment.
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Table 3.1 - Total Project Cost Summary

CRI Submission – February 1997

Item Estimated Costs ($)
Construction Costs
Fees/preliminaries – Construction coordination 800,000
Base Building Works 13,559,000
Furniture Fittings and Equipment allowance 280,000
Escalation allowance 865,000 15,504,000
Optional Works
Main Stand roof extension 1,185,000
East Stand roof 1,346,000
Existing seating upgrade 1,000,000
New seating upgrade 500,000
High resolution Video Replay Board 2,300,000
Customer needs upgrade – general 1,210,000
Contingency 908,000 8,449,000
Development costs
Development management fees (CRI/Graf Consulting) 270,000
Legals 25,000
Tenancy negotiations 40,000
Business Plan/Financial Structure 150,000
Marketing/sales management 120,000 605,000
Project Costs (Base building works)
Fees and costs – design 1,610,000
Fees and costs – project management 490,000 2,100,000
Total Estimated Cost 26,658,000

Say 27,000,000

Audit comment

3.10 Similar to the order of costs estimate prepared for the Olympic
bid submission, the Audit has not been able to identify any evidence that
the total project cost estimates included in the short-listed submissions
were analysed.  It would have been expected that the assessment
committee would have reviewed and analysed the cost estimate during its
process to select the project manager for the redevelopment.  Analysis
should have been conducted to ensure the officials understood the basis
on which the estimates were prepared and the items covered by the
estimate (see Report 5 – Selection of the Project Manager for further



BRUCE STADIUM REDEVELOPMENT- ACTUAL COSTS AND COST ESTIMATES

36

detail).

CONFIRMATION TO EXECUTIVE OF ESTIMATED COST

3.11 A submission to the Cabinet dated 6 March 1997 titled Bruce
Stadium Redevelopment – Recommended Tenderer was considered by the
Cabinet on 10 March 1997.  The submission, which advised the Cabinet
that CRI was to be appointed as the project manager for the
redevelopment included the following:

‘On Thursday 19 December 1996, Sydney Organising Committee
for the Olympic Games (SOCOG) announced that Canberra had
been awarded the opportunity to host part of the 2000 Olympic
Football Tournament at Bruce Stadium.
In Cabinet Decision number 5807 of 23 September 1996 the
Government agreed to fund the staged redevelopment of the
Bruce Outdoor Stadium, up to a limit of $12m, if the ACT
Government was successful with this bid.  The redevelopment
was an essential component of the bid for Canberra to become an
Olympic City.
The Government is therefore committed to redevelop Bruce
Stadium up to an indicative construction cost of $27m.  The draft
1997/98 Capital Works Program provided a capital injection of
$12.3m with the remaining $15m financed through a mix of debt
financing and equity funding.
The first stage of the development would meet the minimum
requirements of SOCOG for the Football Competition using the
Government’s capital injection first.  The next stage would build
on the additional revenue generating capacity of stage one
improvements by selectively funding a “shopping list” of further
developments.’

3.12 The outcome of the assessment committee’s evaluations of the
proposals received in response to the requests for expression of interest,
and the second stage proposals received from CRI and the other short-
listed proponent, did not result in any change to the $27m estimated cost
for the redevelopment.
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Audit comment

3.13 The submission Bruce Stadium Redevelopment - Recommended
Tenderer advised the Cabinet that $27m was the indicative construction
cost.  The submission also advised that government funding would be
limited to $12m.  The $12m government capital injection was to be
expended first and the first stage of the development would meet the
minimum requirements of SOCOG for Olympic soccer.

3.14 Through the Cabinet submission, the Cabinet was made aware
that the estimated cost was $27m, the same as advised in the
September 1996 submission titled Canberra – An Olympic City.  By
noting the cost, it can reasonably be taken that the Cabinet accepted the
$27m cost as the estimated amount to be expended on the redevelopment.

CONCLUSION

3.15 The Cabinet, in March 1997, was advised that CRI Project
Management had been selected as project manager for the
redevelopment.  CRI had estimated the construction cost of the
redevelopment as up to $27m in their successful submission.

3.16 The cost estimates and the scope of works proposed by the
selected project manager were not reviewed for reasonableness or in
detail by the assessment committee.  Consequently, the executives on the
assessment committee did not understand the basis on which the
estimates were prepared and the items covered by CRI’s estimate.  Such
an understanding was clearly necessary.  It was necessary in order to
ensure that the Cabinet was provided with reliable information on likely
costs.  It was necessary to the conduct of an effective selection process.
It was also necessary to facilitate the supervision of the selected project
manager in the actual implementation of the redevelopment project.
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4 THE PROJECT CONTROL GROUP AGREED
PROJECT BUDGET – JUNE 1997

INTRODUCTION

4.1 CRI was formally engaged as the project manager in April 1997.
A further estimation of costs was prepared by the project cost planners
(WT Partnership) for CRI in June 1997 and this was agreed by the
Project Control Group (PCG) as the project budget (see Report 12 –
Governance and Management for further information on the PCG).  This
budget provided the detail on how the $27m was to be expended.

4.2 This Chapter provides some comments on the June 1997 estimate.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  The budget presented by CRI in June 1997 was not adequately
analysed to ensure it was reasonable for the scope of works
proposed for the redevelopment.

•  Variations from earlier estimates and the effect of stated
exclusions were not fully explored.

•  It was clear from early in the redevelopment project that
achieving the redevelopment within the agreed total project
budget would be a major challenge.

DEVELOPMENT OF THE JUNE 1997 BUDGET

4.3 The CRI team was formally advised they were the successful
proponents for the project redevelopment in April 1997.

4.4 In late May 1997 CRI arranged a ‘Value Management Workshop’
to consider the design objectives and the means of achieving them.
Outcomes from the workshop included lists of assumptions, design
requirements, and priority tasks, which would inform the detailed design
and costing.

4.5 At the first meeting of the PCG on 2 June 1997, CRI advised that
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a detailed cost plan was being developed, but ‘more design work and
resolution of the brief needs to occur in order to contain the works within
the $26.65m budget’.  It was stated, however, that the funding
arrangements were being progressed assuming ‘a capped expenditure of
$27m’.  CRI also advised that the current budget included a contingency
of about $1.5m.

4.6 In response, government executives on the PCG sought
confirmation from CRI that the works to meet FIFA/SOCOG
requirements could be completed within the Government contribution of
$12m and that the project could be brought to completion ‘within $27m
as previously advised by CRI’.

4.7 CRI advised the following PCG meeting (2 July 1997) that:
‘WT Partnership confirmed that the redevelopment works can be
completed for $27m subject to:

•  no existing seat upgrade;
•  furniture, fitting and equipment provided by an operator;
•  an acceptable video replay board provided for $1.5m; and
•  there being no allowance for work outside the Stadium

boundary.’

4.8 The basis for this statement was a cost plan (a ‘preliminary
budget estimate’) prepared by WT Partnership dated 4 June 1997.

4.9 WT Partnership had prepared the cost plan based on drawings
and notes provided by CRI on 3 June 1997.  WT Partnership advised CRI
that ‘in accordance with this documentation it is our considered opinion
that the works can be completed within the … $27,000,000’.
WT Partnership noted the specific exclusions listed at paragraph 4.7 as
well as ‘no allowance for tenant relocation’.

4.10 This cost plan became the approved PCG budget and was used by
WT Partnership as the basis of their regular cost management reports to
the PCG.

4.11 Table 4.1 on the following page summarises the cost plan.
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Table 4.1 - Total Project Cost Plan

Agreed by the Project Control Group – June 1997

Item Estimated Costs ($)
Stage 1 – Arena
Demolition 45,070
Excavation 1,298,500
North and South terraces 3,854,100
Mechanical, hydraulic and electrical services 1,134,390 6,332,060
Stage 2 – East Stand
Roof 1,345,800
Stand alterations 2,564,970
Turnstiles and east entry 100,620
Flagpoles 19,000
Lift 145,000
Mechanical, hydraulic and electrical services 1,740,643 5,916,033
Stage 3 – West Stand
Stand alterations 4,259,572
Signage 150,000
Lift 145,000
Fire services 50,000
Mechanical, hydraulic and electrical services 3,077,335 7,681,907
Other
High resolution video replay board 1,500,000
FF&E allowance 280,000
Contingency/escalation 2,000,000
Development costs 605,000
Project costs 2,685,000 7,070,000

27,000,000
Exclusions - Upgrade of existing seats, works beyond site boundary, catering fit-out
and equipment and tenant relocation

Audit Comment

4.12 The Audit considers that Government executives on the PCG
should have compared the June 1997 estimate to earlier estimates, and in
particular, the estimate contained in CRI’s successful proposal of
February 1997.  Direct comparisons are difficult because the level of
detail varies, but nevertheless, the Audit notes the following matters:
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•  ‘optional works’ previously identified separately have been subsumed
within the project, clearly indicating that the redevelopment was
expected to proceed to ‘full specifications’.  Only the video replay
board is separately shown and the seating upgrade is specifically
excluded;

•  the estimated cost of the video replay board, still included within the
total project budget, dropped to $1.5m; previous estimates were
$2.3m in February 1997 and $2.9m in September 1996;

•  the June 1997 estimate did not readily distinguish the works necessary
to meet FIFA/SOCOG requirements;

•  estimated demolition/excavation costs dropped from $1.6m to $1.3m;

•  estimated costs of the turnstiles/entry to the East Stand dropped from
$162,290 to $100,620;

•  estimated costs of signage dropped from $250,000 to $150,000;

•  overall, the June 1997 estimate for construction works at $19.93m
was a relatively small increase from the $19.6m February 1997
estimate, which had included $1m for upgrading existing seats.
However, the June 1997 estimate deleted the existing seat upgrade –
i.e. although the February and June 1997 total cost estimates were
similar, the June estimate covered a reduced scope of works;

•  the contingency/escalation allowance increased to $2m from $1.773m,
representing about 9% of construction costs (previously about 8%);

•  project costs increased from $2.1m to $2.685m (from around 10% of
construction costs (excluding FF&E) to around 12%);

•  ‘rounding’ evident in previous estimates (to bring the total budget to
$27m) was absorbed into the June 1997 estimate.

4.13 As would be expected the June estimate, made at a later stage in
the project, reflected additional information collected since the earlier
estimates were prepared.  The most significant effect of the changes
between the February 1997 estimate and the June 1997 estimate was that,
in keeping to the $27m, the scope of works had been reduced from that
previously agreed (by deleting the upgrade of existing seats) and the
amount allowed for the video replay board was cut by about 35%.

4.14 The estimate was provided in a two-page document.  The estimate
document did not include sufficient detail to enable a comprehensive
analysis of costs or comparison to previous estimates.  However, further
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details could undoubtedly have been obtained from WT Partnership to
allow sufficient analysis to be undertaken for a sound understanding to
be gained of the basis on which the estimate was prepared.

4.15 Even a review limited to reasonableness would have identified
movements in estimated costs between the current estimate and earlier
estimates for items such as the east stand roof, contingency/escalation,
the video replay board and project costs.

4.16 Government executives on the PCG should have had the budget
presented by CRI analysed to obtain assurance that the project budget
was realistic.  At the very least, the exclusions noted in the June 1997
budget should have been considered with respect to their potential effect
on the overall redevelopment outcome, the Stadium financial model
projections and the final cost of the project and associated work.

4.17 The Audit has sighted no evidence that the June 1997 estimates
were analysed, although complete reliance was being placed on these
estimates for assurance that the project manager could deliver the
redevelopment at a cost of $27m or less.

4.18 The Audit notes that government executives on the PCG sought
assurance from the project manager that the work could be done for
$27m.  Under the terms of their contracts neither WT Partnership nor
CRI, who together prepared the estimate, could be held responsible for
the accuracy of the estimate.  As indicated in Report 5 - Selection of
Project Manager, in accordance with CRI’s successful proposal for
selection as project manager for the redevelopment, the contract made
between CRI and the Territory stated only that it was intended at the date
of the contract that the cost would not exceed $27.3m.  Neither
WT Partnership nor CRI were required to bear any liability if the actual
costs exceeded $27.3m.  The risk arising from all cost overruns was
carried by the Territory.  As this was the case, the Audit is of the view
that absolute reliance by the government executives on the project
manager and WT Partnership was unsound risk management.
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CONCLUSION

4.19 The Audit concludes that the budget presented by CRI in
June 1997 was not reviewed to ensure it was reasonable for the scope of
works proposed for the redevelopment.  The potential effects of
variations from earlier estimates were not fully explored nor was the
effect of items now being excluded which had been part of earlier
estimates.

4.20 The Audit concludes that as the government executives on the
PCG did not conduct either a reasonableness review or a more in-depth
analysis of the June 1997 cost estimate they did not fully comprehend
that the $27m estimate could be at the lower end of the potential cost of
the redevelopment and consequently keeping the cost within the $27m
would require very close management.
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5 EXPENDITURE ON FURNITURE, FITTINGS
AND EQUIPMENT

INTRODUCTION

5.1 This Chapter discusses the expenditure on furniture, fittings and
equipment (FF&E) necessary to achieve functionality for the redeveloped
Stadium.  The lack of advice to the Cabinet of the estimated cost of
FF&E is particularly raised.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  No mention of FF&E was made in any of the submissions to
the Cabinet concerning the redevelopment, although clearly it
would not be possible to operate the redeveloped Stadium
without significant investment in fittings and equipment.

•  Although efforts had not been made to seek an operator for the
Stadium, the PCG resolved in October 1997 that FF&E items,
including the video replay board, would be provided though an
operator and thus could be removed from the construction
budget.

•  In January 1998, the PCG agreed in principle that FF&E
funding budgeted at $5.5m would be made available through
the project financier, rather than by the Stadium operator,
although no financier had been procured.

•  The PCG agreed in January 1998 that procurement of FF&E
items could proceed, although no definite source of funds was
available for this purpose.

BACKGROUND

5.2 Furniture, fittings and equipment (FF&E) items are an important
and essential aspect of any construction project such as the Stadium
redevelopment.  FF&E will generally comprise asset items, which
although not integral to a building, are essential for day-to-day operations
of the facility.  FF&E provide the final functionality needed to transform
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a completed facility into an operational concern.

5.3 For a new facility or a significantly redeveloped facility,
provision of an adequate FF&E funding allocation is essential to achieve
functionality of the completed project.

5.4 The submissions and costs estimates accepted by the Cabinet
discussed earlier in this Report do not specifically refer to FF&E.

FF&E IN COST ESTIMATES ADVISED TO THE EXECUTIVE

5.5 The ‘order of costs estimate’ prepared by WT Partnership in
September 1996 (i.e. $27m) specifically excluded the cost of ‘loose
FF&E’.  An allocation of $2.9m for a high resolution video replay board
was included.

5.6 Five submissions to the Cabinet referred to the total estimated
cost of the redevelopment.  These are outlined in the following
paragraphs.

5.7 The submission Canberra – An Olympic City, which was
considered by the Cabinet on 23 September 1996, was signed by the
Chief Minister.  Mark Owens was involved in the preparation of a draft
of the submission.  The identity of other executives involved in the
preparation and clearance of the submission is unclear (see Report 12 –
Governance and Management).  The submission sought Government
endorsement to bid to host Olympic soccer and if successful redevelop
the Stadium.  The context and terminology used to describe the cost of
the redevelopment indicates that $27m was the total expenditure required
to achieve the objectives of the redevelopment; i.e. that FF&E was
included.  The submission stated that :

‘the total cost of the Master Plan for Bruce Stadium
Redevelopment including increased seating, 24 more corporate
boxes, video scoreboard, roofing and upgrade of concessions and
spectator facilities is estimated at $27m.’

5.8 The submission Bruce Stadium Redevelopment – Recommended
Tenderer, which was considered by the Cabinet on 10 March 1997, was
signed by the Minister for Sport and Recreation.  Executives involved in
the preparation and clearance of the submission were Mark Owens and
Annabelle Pegrum.  The submission stated that the redevelopment was
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estimated to cost ‘up to an indicative construction cost of $27m’.

5.9 The submission Canberra – 2000 Olympic Football Tournament,
which was considered by the Cabinet on 28 July 1997, was signed by the
Minister for Business and Employment.  Executives involved in the
preparation and clearance of the submission were Mark Owens and
Annabelle Pegrum.  It sought agreement to the Government’s negotiating
position with SOCOG and sought approval for an upper cost limit for the
events.  The submission stated that ‘the full redevelopment is estimated
to cost $27m’.

5.10 The submission Bruce Stadium Redevelopment – Financing and
Management Arrangements, which was considered by the Cabinet on 8
December 1997, was signed by the Minister for Business and
Employment.  Executives involved in preparing and clearing the
submission were Mick Lilley and Annabelle Pegrum.  The submission
sought agreement to the financial management arrangements for the
Stadium.  It stated that:

‘to achieve an ongoing commercially viable Stadium, Cabinet
was advised in submission 4733 … that the cost of the full
redevelopment proposal would be approximately $27m.  In
Decision 5807, Cabinet agreed that the Stadium would be
upgraded to full specifications if the bid was successful.  The cost
of the redevelopment is estimated to be $27.3m’.

5.11 The submission Bruce Stadium Redevelopment – Financing
Arrangements, which was considered by the Cabinet on 8 January 1998,
was signed by the Minister for Business and Employment.  Mick Lilley
was involved in preparing and clearing the Submission.  It provided a
progress report on financing arrangements.  It outlined the financing
proposals submitted by two merchant bankers.  The submission stated
that the ‘budgeted project cost’ was ‘$27.3m’.

5.12 The submission Bruce Stadium – Financing, which was
considered by the Cabinet on 16 December 1998, was signed by the
Chief Minister.  Executives involved in the preparation and clearance of
the submission were Mick Lilley, Moiya Ford, Andrew Clark and Alan
Thompson.  The submission outlined the revised budget for the
redevelopment.  It outlined a number of cost pressures and stated that
these ‘bring the cost of the redevelopment to $33.5m’.  The submission
then went on to explain to the Cabinet that one option was to ‘reduce the
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scope of work to ensure that only $27.3m is spent’.

5.13 None of these submissions mentioned the cost of FF&E in the
overall cost of the redevelopment.

Audit Comment

5.14 None of these submissions mentioned the cost of FF&E in the
overall cost of the redevelopment, although clearly it would not be
possible to operate the redeveloped Stadium without significant
investment in furniture, fittings and equipment.  As a result the
submissions significantly understated the total cost of the redevelopment
to the Cabinet.

5.15 Although the September 1996 Cabinet submission implied that
$27m was the estimated cost for the total redevelopment, later documents
seem to make it clear that the $27m estimate did not include any
significant provision for FF&E.  WT Partnership, who had a major
involvement in the development of the $27m estimated cost, have
confirmed this to the Audit.

5.16 The extent to which procurement of FF&E was canvassed during
the project’s early stages cannot be gauged from available
documentation.  Documentation at the time of the Olympic bid makes no
mention of FF&E and it was not mentioned in the September 1996
Cabinet submission.  FF&E was not mentioned in the EOI
documentation.  FF&E does not appear to have been raised in
discussions with either CRI or the other short-listed proponent during the
selection process – there is no reference to FF&E in any of the
documentation arising from the assessment.  It would seem that the
allowance of $280,000 for FF&E in the budget proposed by CRI was not
questioned.

FF&E BUDGET CONSIDERATIONS

First-Cut FF&E Budget

5.17 In late May 1997, as WT Partnership was preparing the budget
soon to be agreed by the PCG, a ‘first-cut FF&E inventory and budget’
totalling around $4.3m was produced by CRI.  The inventory included
almost 200 categories of FF&E, segregated by function such as corporate
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lounge and meeting areas, crowd control, operations, offices,
maintenance, locker rooms, training rooms and such like.  Individual
items included stackable chairs, fork-lifts, photocopiers, refrigerators,
computers, suite furnishings and advertising signage.

5.18 WT Partnership attempted to incorporate the FF&E budget into
the overall project budget (i.e. $27.3m).  In September 1997,
WT Partnership offered CRI recommendations to ‘ensure the budget of
$27.3m is achieved on this project.  [WT Partnership] reviewed the
current proposals with a view to incorporating the necessary FF&E
component required to produce a workable commercial project’.
WT Partnership proposed a ‘necessary’ FF&E allocation of $1.2m,
significantly less than the estimate of $4.3m.

5.19 To achieve the re-allocation of funds to FF&E, WT Partnership
recommended deferring a number of items totalling more than $1.1m,
including concessions and toilets to the north and south of the arena.
WT Partnership also recommended deleting the allocation for the video
replay board ($1.5m).

PCG Budget Considerations - 1997

5.20 The PCG considered WT Partnership’s recommendations at the
October 1997 meeting; the minutes record that the budget was ‘discussed
at length’.  The PCG resolved that FF&E items would ‘be procured
though an operator’.  Further, the PCG ‘recognised the possibility that a
video replay board may be procured without capital cost to the project’,
possibly also funded by an operator.  The FF&E and the video replay
board items were removed from the construction budget and funds
previously allocated ($280,000 and $1.5m, respectively) were internally
re-allocated to other items.  Effectively a ‘construction’ budget was set at
$27.3m with the FF&E component of the redevelopment now being
treated as a separate budget with an ‘operator’ to meet the cost of FF&E.

Audit comment

5.21 The PCG had clearly recognised that significant funding for
FF&E would have to be located to ensure the redevelopment’s
functionality, but WT Partnership confirmed in June 1997 that the project
budget could not accommodate the $4.3m FF&E estimated.
Accordingly, the PCG determined that FF&E was not part of the $27.3m
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estimated cost of the redevelopment advised to the Cabinet.  There were
now two budgets; one for construction and one for FF&E.  Expected
funding sources for the estimated construction cost were identified but no
definite funding sources for FF&E were identified nor had a definite
funding source for a video replay board been identified.  No efforts had
been made at this stage to seek an operator for the Stadium.

PCG Budget Considerations - January and March 1998

5.22 In January 1998, a special meeting of the PCG agreed in principle
that FF&E funding would be made available to the project through the
project financier - i.e. the FF&E would be paid for from borrowings in
the same way as construction expenditure over the $12.3m capital
injection appropriation was to be paid for.  This was a change from the
previous unactioned idea that an ‘operator’ would be found who would
pay for the FF&E.

5.23 A budget for FF&E of $5.5m was discussed by the PCG.  It was
agreed that procurement could proceed, although no funds had ever been
approved or a firm source identified for this purpose.

5.24 By March 1998, a budget for FF&E of $6.0m was being
proposed, ‘all lease financed’.  This included kitchen and associated
equipment ($2.31m), furniture for the corporate lounge ($0.2m),
furnishings and appliances for corporate suites ($0.38m), a VIP roof
cover ($0.175m), West Stand seating ($0.835m) and a video replay board
($1.95m).  The FF&E budget remained at this level for the remainder of
the project.

Audit comment

5.25 Some of the items included in the $6m budget could not be
reasonably regarded as FF&E.  For example treating the West Stand
seating as FF&E is an inconsistent treatment as all the other new seats in
the Stadium were treated as construction costs.  Similarly, an extension to
a roof would normally be a construction cost, not FF&E.

5.26 From available documentation it is unclear where the funds for
the acquisition of FF&E were initially to be sourced.  No mention of
FF&E had been made in any of the submissions to the Cabinet
concerning the redevelopment, although clearly it would not be possible
to operate the redeveloped Stadium without a significant investment in
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FF&E.  The extent of the required investment was highlighted by the
draft FF&E budget, which identified some $4.3m of expected costs.  In a
response received during the Audit, 6 advice was provided that:

‘the submissions and indeed the budget does not specifically refer
to FF&E as it was a cost of operations not the cost of a
redevelopment.  It is essentially fitout.’

5.27 The above comment reflects the idea that FF&E, as a ‘cost of
operations’, would be the responsibility of an operator to provide and
manage.  The successful proposal put forward by the project manager
included no reference to an operator purchasing the FF&E items and the
financial model submitted with the proposal does not refer to FF&E.  The
Audit has not identified or been provided with documentation to support
any assumption that an operator would provide the necessary FF&E.

5.28 For the purposes of discussion on whether the Cabinet should
have been advised of the FF&E costs, it is irrelevant whether the FF&E
was a cost of operations or a cost of the redevelopment.  The fact is that
significant expenditure needed to be incurred whether it was classified as
a cost of operations or as a redevelopment cost.  The need for the
expenditure should have been advised to the Cabinet.  Either way it was
to be directly incurred as a result of the redevelopment.

5.29 It is clear that it was known by government executives on the
PCG very early in the project that construction costs, FF&E, and
associated fees would significantly exceed the estimated cost of $27.3m
which had been advised to the Cabinet.

5.30 The Audit has sighted no documentary evidence of the Chief
Minister providing any direction in relation to this matter or of
executives regularly providing her with information on the matter.

                                                
6 Mick Lilley, Under-Treasurer, 4 April 2000
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CONCLUSION

5.31 Expenditure on FF&E was critical to the functionality of the
redeveloped facilities, but only a minor allocation for FF&E was
included in the initial cost estimations.  In the Audit view, government
executives on the PCG should have questioned the minor allocation of
funds within the various early estimations of costs as it was clearly
insufficient to meet the total FF&E funding demands of the project.  The
Audit concludes that the omission of the substantial estimates of FF&E
costs in submissions to the Cabinet gave the Cabinet an understated view
of the overall costs of the Stadium redevelopment.
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6 EARLY PROJECT BUDGET PRESSURES AND
VARIATIONS

INTRODUCTION

6.1 In order to gain some understanding of why the final cost of the
redevelopment exceeded the various cost estimates, the Audit reviewed
the early pressures on the project budget as disclosed in the PCG minutes
and supporting papers.  The Audit also reviewed the project manager’s
several requests that the project expenditure limit be increased from
$12.3m to the full estimate of $27.3m.

6.2 This Chapter reports the result of the Audit’s reviews.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  The proposed redevelopment included upgrading all Stadium
seating, but the budget accepted in June 1997 did not include
the seat upgrade.

•  It was apparent in October 1997 that the balance of
uncommitted funds was around $6.4m to meet tendered costs of
about $8.6m; i.e. funds available to the project at that time were
insufficient to meet the expected costs of the work for which
tenders had been called.

•  Unbudgeted expenses were identified; principally, these were
costs arising from relocating the ASC’s horticultural facilities
and an extension to Braybrooke Street to allow excavated soil to
be used to create additional carparks.

•  At each of the PCG meetings from September to December
1997, CRI and WT Partnership recommended the PCG increase
the project expenditure limit from $12.3m to the full budget of
$27.3m; government executives did not agree to the
recommendations.

•  In December 1997, a submission to the Cabinet sought, among
other things, approval for ‘project financing’ of the full
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redevelopment by the Central Financing Unit until June 1998;
this was approved, and accordingly government executives on
the PCG approved an expenditure limit for the project of
$27.3m.

•  The Cabinet was not informed of the government executives’
decision some months earlier to upgrade existing seating;
nevertheless, the PCG increased its project expenditure limit by
$1.2m to $28.5m in March 1998.

UPGRADE TO EXISTING SEATS

6.3 An upgrade to all the Stadium’s existing seats was a feature of the
Olympic bid document.  The estimated cost of the seats had also been
allowed for in CRI’s winning submission for the redevelopment and
therefore was part of the $27.3m total cost estimate which had been
advised to the Cabinet.  Nevertheless, the $27.3m project budget agreed
by the PCG in June did not include funds for the seat upgrade.

6.4 At the PCG meeting in June 1997, CRI proposed that the seats
should be upgraded although, as stated, there was no allowance in the
PCG-agreed project budget.  The estimated cost was $1.1m.  The
recommendation was, in effect, to partially restore the redevelopment’s
scope of works to that represented in the September 1996 submission to
the Cabinet.  Also, as the seats had been excluded from the June 1997
PCG-agreed $27.3m budget and now were being re-included, it was in
effect an increase to the PCG’s agreed scope of works.

6.5 In December 1997, a Submission titled Bruce Stadium –
Financing was made to the Cabinet seeking, among other things,
approval for ‘project financing’ of the full Stadium redevelopment.  The
project financing was approved.  The submission referred to the overall
cost of the redevelopment as $27.3m, and mentioned neither the upgrade
of existing seats nor the additionally required funding of $1.2m.

Audit comment

6.6 The seat upgrade had been an integral component of the Stadium
redevelopment since the Olympic bid was submitted in September 1996,
and its cost was included in early cost estimates.  Notwithstanding that
funds were not available, the PCG accepted the ‘need’ to upgrade the
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seats.  Where the funds were to come from, however, was not identified.
The funds were not available in the PCG-agreed budget.

6.7 As funds were not available from the redevelopment budget, an
alternative source was required.  Advice received during the Audit7

stated that it was agreed in July 1997 to meet the additional funding by
using $1.2m from the 1998-99 capital injection appropriation for the
Manuka Oval upgrade.  The capital injection appropriation was not used.
The intention to fund the seat upgrade this way was not proceeded with
and the cost of the seat upgrade was eventually referred to the Cabinet in
a submission titled Bruce Stadium – Financing of 16 December 1998
(see Chapter 8 of this Report).

PRESSURE TO INCREASE GOVERNMENT CONTRIBUTION
TO $27.3M FROM $12.3M

6.8 As explained elsewhere, the Cabinet had agreed that the
Government’s total contribution was to be limited to $12m.  This amount
had become $12.3m by July 1997 as $300,000 had been specifically
added to cover ‘project delivery fees’ estimated by Totalcare for their
involvement in oversighting the project.  Although Totalcare was not
engaged to provide this assistance, the $300,000 was retained in the
budget and internally allocated to meet ‘miscellaneous consultants’ fees’
and ‘internal project management costs’.  Totalcare did provide some
services during the project.  However, the services were different from
those intended to be covered by the $300,000.

6.9 CRI’s winning submission for the redevelopment offered
assurances that the Government’s $12m contribution would be sufficient
to meet the requirements of FIFA/SOCOG for staging Olympic Football
and the overall construction costs would be $27m.  This was accepted
and included in submissions to the Cabinet.

6.10 The Territory’s agreement with CRI was structured for staged
construction of the redevelopment.  The PCG was operating on the
understanding that work to meet FIFA/SOCOG commitments would be
completed in the first stages using the Government’s $12m contribution.

                                                
7 Moiya Ford, 16 March 2000
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6.11 At the PCG meeting in June 1997, CRI indicated that it was still
proposing to stage the redevelopment works, but ‘to achieve the staging,
a Government commitment to the full budget is required’.  In response,
government executives advised that until such time as the Cabinet agreed
to any changes, the approved expenditure limit for the project was set at
$12.3m.

6.12 The first stage of the redevelopment involved two major works.
Contract 1 involved lowering the arena and re-establishing the playing
field on a new rectangular pitch.  Contract 2 involved installing the new
inner bowl seating and player facilities in the West Stand.  CRI called
tenders for the arena works in mid-August 1997, and assessed them in
early September.  Construction commenced on 6 September 1997.
Tenders for the inner bowl seating were called in early September, were
assessed in October and construction commenced on 27 October 1997.

6.13 By the end of September 1997, only a few weeks after the
physical redevelopment had commenced, WT Partnership had
reconsidered the June 1997 project budget and recommended to the PCG
that certain items needed to be deferred to accommodate increases in fees
and tender costs.  Only the Government’s commitment of $12.3m was
available to the project because marketing activities and attempts to
obtain financing had not commenced.  Almost half of the $12.3m was
already committed, leaving only around $6.4m to meet tendered costs of
about $8.6m.

6.14 It was apparent at the time the tenders closed for Phase 1,
Contract 2 (October 1997) that the expected costs of the work needed to
meet FIFA/SOCOG requirements exceeded the funds then available to
the project ($12.3m).

6.15 At each of the PCG meetings from September to December 1997,
CRI and WT Partnership recommended that the project expenditure limit
be increased from $12.3m to the full estimated cost of $27.3m.  Although
$12.3m was sufficient to meet cash flow requirements of the project until
the end of December 1997, a commitment to the estimated cost was
necessary to permit tenders being called for the next phase of the
redevelopment.  The government executives on the PCG did not agree
during this period to increase the expenditure limit.

6.16 In December 1997, the Cabinet was provided with a submission
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outlining progress on the financial arrangements for the redevelopment.
The submission recommended the Cabinet agree that funds be provided
from the Central Financing Unit to provide ‘project finance for the full
redevelopment’ until the new financing structure was in place, noting
that the new structure must be in place by 30 June 1998.  The Cabinet
agreed.  The PCG was advised accordingly and increased the expenditure
limit for the redevelopment to $27.3m at its next meeting in December.

Audit comment

6.17 CRI’s several recommendations to increase the project
expenditure limit to $27.3m recognised that pressure existed to commit
government funds to the full redevelopment as the intended sources of
funds (i.e. sales of Stadium products had not commenced and borrowings
had not been made).  The executives on the PCG were committed to the
full redevelopment and thus agreed to tenders being called for the second
stage of works in anticipation of funds becoming available.

6.18 By the Cabinet agreeing to Central Financing Unit funds being
used to project finance the redevelopment, a way had been arranged to
use Government funds in excess of the Cabinet-agreed capital injection
of $12.3m, while still maintaining that the final Government contribution
would not exceed $12.3m.  In effect, the Government’s contribution was
no longer to be limited to $12.3m.  The contribution was now to be
$27.3m, of which $12.3m would be by capital injection appropriations
with a further $15m drawn from Central Financing Unit funds.  The plan
was that the $15m would be repaid to the Central Financing Unit
sometime in the future through a financing structure which the Under
Treasurer was attempting to have developed (see Report 6 — Financing
Arrangements).

6.19 In a response received during the Audit8, it was advised that
‘government officials never regarded the agreement of the Cabinet to
project finance the full redevelopment from Central Financing Unit funds
pending the finalisation of the financing structure as exceeding the
Government’s $12.3m contribution’.

6.20 The Audit is of the view that this comment illustrates the
executives’ misconception.  They seem to have been believed that using

                                                
8 Moiya Ford, 5 June 2000



BRUCE STADIUM REDEVELOPMENT- ACTUAL COSTS AND COST ESTIMATES

57

the Central Financing Unit funds until the financing structure was
finalised effectively contained the government contribution to $12.3m.
This belief ignores the obvious fact that the finance eventually obtained
through the financing structure had to be repaid at some time.
Repayment of the finance could only be made from sources owned by the
government i.e. either revenues generated by the redevelopment or, if
there were insufficient revenues, from the government’s general budget.
Financing the redevelopment construction through a financing structure
simply deferred when the construction costs had to be met from the
government’s own resources.

Unbudgeted Expenses

6.21 Considerable costs were to accrue to the project from unbudgeted
works associated with relocating Australian Sports Committee (ASC)
tenants (particularly the Horticultural facilities located beneath the East
Stand) and using the soil from excavating the Stadium arena to construct
new car parks at the Stadium.  That such costs were likely should have
been known early in the project life.  CRI’s proposed program in
February 1997 acknowledges that existing tenants were to be relocated.

6.22 Nevertheless, when the June 1997 estimate was accepted as the
agreed project budget, no allowance for tenant relocation was included.

Audit comments

6.23 The Audit notes that in July 1997 the Cabinet was advised in a
submission titled Canberra 2000 Olympic Football Tournament that the
costs of relocating the ASC’s Horticultural facilities could be as much as
$1m (an estimate that proved to be very close to the mark).

6.24 The Audit considers it would have been appropriate to advise the
Cabinet of the increase in estimated costs and seek agreement to the
increased expenditure in July 1997.  Instead, the submission to the
Cabinet in July 1997 suggested some form of deal could be made with
the ASC regarding a land transfer.  This would not have changed the
need for the costs to be met.  The Cabinet was not approached regarding
funding to meet these costs until December 1998.

6.25 No progress had occurred in commencing the marketing program
or in securing private sector financing.  Combined with the regular
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advice from WT Partnership concerning the pressure on the project
budget, the Audit considers the government executives on the PCG
would have been fully aware at this time that the Government’s $12.3m
contribution would be exceeded.

6.26 In the Audit view, the Cabinet should have been formally
informed of this situation.  The Cabinet should also have been advised of
the decision of the PCG to commit an additional $1.2m to the project
and, importantly, the additional investment required for FF&E.

CONCLUSION

6.27 The Audit concludes that the government executives on the PCG
were aware from late 1997 that the Stadium could not be redeveloped to
the full specifications proposed at the start of the project within the
$27.3m budget.  It was not until December 1998, however, that the
Cabinet was formally advised of this.

6.28 The Audit is of the opinion that the difficulties presented by the
early project budget pressures could have been addressed, at least in part,
by having the scope of the redevelopment reduced and by rejecting
recommendations for any variations which would add to the cost.
Alternatively, if reducing the scope of the redevelopment was
unacceptable, prompt action could have been taken to seek the
acceptance of the Cabinet to an increase in the estimated cost.

6.29 As with other issues related to the costs of the redevelopment, the
Audit has sighted no documentary evidence that government executives
regularly advised the Chief Minister of the matters mentioned in this
Chapter.  The Audit also sighted no evidence that the Chief Minister
provided directions to the executives in relation to these matters.
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7 PRESSURE TO INCREASE THE BUDGET TO
$33.5M

INTRODUCTION

7.1 This Chapter discusses the pressure on the project budget, and the
escalation of projected final construction costs to more than $35m.  This
resulted in a submission to the Cabinet, in December 1998, to increase
the budget to $33.5m.  The submission is discussed in the next Chapter.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  By April 1998, the project’s cost planners had revised their total
forecast construction cost to more than $33.1m; a further
$6.0m was forecast for FF&E costs bringing the total to more
than $39m.

•  In July 1998, agreement was given to tender for the West Stand
works to a maximum cost of $7.2m; this effectively signified an
intention to proceed with the full redevelopment to a
construction cost of $33.5m.

•  In August 1998, it was resolved to complete the redevelopment
including all current contract commitments, the roof to the East
Stand and completion of the West Stand; the scope of works for
the West Stand tender was now estimated to cost more than
$8.7m; a new construction budget of $34.4m was considered.

•  By the December 1998 meeting of the PCG, project
commitments had exceeded $27.2m and the forecast final
construction cost was $35.7m; further cost pressures were
anticipated.

RECOGNITION OF BUDGET PRESSURES

7.2 The Audit reviewed the minutes of PCG meetings and other
relevant documentation to identify the PCG’s most significant
deliberations on the redevelopment budget and the outcomes of these
deliberations during the period February 1998 to December 1998.  The
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results of the Audit’s review are summarised in the following paragraphs.

February 1998

7.3 In February 1998, WT Partnership reported to the PCG ‘it is quite
clear that there is an insufficient contingency to finish construction in the
present scenario’.  According to WT Partnership, a further $2m was
needed to complete the works in accordance with the original design
concepts.  If additional funds were not provided the scope of works on
the West Stand would have to be reduced.

7.4 The PCG resolved to commence work on a submission to the
Cabinet seeking further funding, but noted that this would be ‘the last
opportunity to seek funding amendment’.

7.5 The PCG agreed to defer works on the North and South
concessions and toilets, and noted that the East Stand roof, budgeted at
$1.3m could also offer some flexibility to contain costs; it could be
deleted or redesigned.  The Audit notes that a roof to the East Stand
(similar in scale proportion to the West Stand roof) was a fundamental
component of the full redevelopment.  At this time, according to PCG
papers, the expected cost to completion without downgrading the current
facilities was at least $3.2m above the originally agreed $27.3m budget.

March 1998

7.6 WT Partnership presented a revised estimate of total costs at the
March PCG meeting.  With an allowance for a contingency of 5% of
uncompleted works, the new estimate totalled $37.5m ($31.5m for
construction costs and $6.0m for FF&E).  The PCG noted the revised
estimate, with the government executives on the PCG adding that no
increase in the budget from $27.3m could be agreed until it was accepted
by the Cabinet.  Nevertheless, the project budget was now shown in the
PCG’s cost management reports as $28.5m, following the addition of an
allocation for upgrading exiting seats - i.e. the estimated cost being
worked to by the PCG was more than the $27.3 advised to the Cabinet.
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April 1998

7.7 By the April 1998 PCG meeting, WT Partnership had again
revised their total anticipated cost, this time to $39.142m (including
$6.0m for ‘lease financed’ FF&E).  Government executives were told by
CRI that the project could be completed within the approved budget
(shown as $28.5m) but works would need to be cut back.

May 1998

7.8 The PCG sought advice from Graf Consulting on the Stadium
financial model impact of not proceeding with the full redevelopment.
Graf Consulting advised in May 1998 that not proceeding with the
remaining West Stand works as originally proposed would cause a
revenue reduction of $4m upfront and $13m over the term of the loan.
Apparently accepting the advice from Graf Consulting, the government
executives on the PCG agreed to proceed with design work for the West
Stand.

July 1998

7.9 In July 1998, the PCG agreed to tender for the West Stand works
to a maximum cost of $7.2m.  At the time, based on the $27.3m budget,
less than $3.8m was available for the West Stand contract.
WT Partnership advised the PCG that the final anticipated cost of current
works was $33.5m, plus FF&E, and recommended an increase in the
project budget accordingly.  This included an allowance for some
previously agreed works, now being classified as optional.  The PCG
resolved to review possible savings, including variations to the East
Stand roof, but the government executives did not formally approve an
increase in the budget.

August 1998

7.10 August 1998 saw further pressure to increase the agreed project
budget to $33.5m (at least).  According to the PCG papers, these
pressures included an ‘unacceptable’ level of variations to the project and
acceleration claims from the East Stand contractor.  A value management
workshop on the West Stand works was undertaken to prioritise items
and explore a strategy to deliver the rest of the project within the
available budget.  The exercise identified priority works, but also saw
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items previously deleted added back into the works, at a cost of about
$700,000.

7.11 CRI was now proposing an increased construction budget of
$34.4m.  The PCG discussed a revised budget of $33.5m, but gave no
formal agreement.  Although there was no formal agreement to increase
the budget, the PCG ‘resolved to complete within this redevelopment all
current contract commitments, the roof to the East Stand and completion
of the West Stand’.  This effectively signified that the PCG, including the
government executives on it, intended to proceed with the redevelopment
to a construction cost of $33.5m, at least, although the estimated cost
advised to the Cabinet still stood at $27.3m.

7.12 The West Stand works package and the East Stand roof was
tendered in August under the ‘construction management’ approach.
Costs estimated for the scope of works were more than $8.7m.  With a
management fee of around 10%, the total package had an estimated cost
of about $9.6m.  Based on the estimated cost advised to the Cabinet
($27.3m), less than $3.8m was available for these works.

7.13 The final stage of construction, i.e. the redevelopment of the West
Stand and construction of the East Stand roof, was undertaken in a
different manner to the previous three stages.  This stage was
implemented using a construction management delivery method.  By
using this method, the PCG considered it would have greater flexibility
and control over the actual work to be undertaken.  For example, the
scope of works could be reduced at any time without penalty if funds
were not available.  The PCG agreed to let the final stage of works on
this basis, apparently considering that if Cabinet agreement for an
increase to the budget was not forthcoming the construction management
contract could be terminated or scaled back.

September 1998

7.14 WT Partnership’s report to the September 1998 PCG meeting
recommended an immediate increase of the project budget to $33.5m to
allow the final tender to be let later that month.  This was not agreed by
the government executives on the PCG.  However, the PCG noted that
letting the contract could proceed because ‘it is capable of termination at
any time and the works are progressive’.  This statement was referring to
the construction management approach being adopted for the West Stand
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works.  (The Audit notes that although this approach allowed the option
for termination, the option was never exercised.  In fact, the eventual
final cost of the contract was significantly more than its estimated total
cost.)

November 1998

7.15 Design changes continued.  In November 1998, CRI reported to
the PCG a proposal to construct an awning to provide cover to about 500
seats outside the West Stand corporate lounges.  This followed
suggestions from the recently engaged sales and marketing consortium
(Nationwide Venue Management).  A light-weight extension to the West
Stand roof at a cost of about $250,000 was approved.

December 1998

7.16 By the December 1998 PCG meeting, firm project commitments
exceeded $27m and the final construction cost being forecast was at least
$35.7m (excluding FF&E).  WT Partnership anticipated further cost
pressures, with trade contracts for the West Stand works expected to be
$800,000 over budget and another $700,000 needed for contingency to
cover various matters for the West Stand works.  Nevertheless, adoption
of a ‘cook-chill’ kitchen fit-out was approved on the recommendation of
the sales and marketing consortium.  This decision added $554,000 to the
FF&E budget and also created further variations to construction contracts
as previously completed work needed to be re-worked to meet the new
fit-out.  This matter is discussed further in Chapter 9.

7.17 A submission to the Cabinet titled Bruce Stadium – Financing,
went to the Cabinet late in December 1998.  The content of the
submission is discussed in the following Chapter.

Audit comment

7.18 Within weeks of advice to the Cabinet in December 1997 that the
estimated redevelopment cost was $27.3m, the project’s cost planners
were advising the PCG that $27.3m was inadequate to complete the
project.  The message was simple; either the budget would need to be
increased or the works would need to be cut back to fit the available
funds.  Executives on the PCG understood this and sought options from
CRI and WT Partnership to reduce both the scope of works and the costs.
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7.19 When Graf Consulting was requested in April 1998 to advise on
the revenue impact of not proceeding with certain West Stand works, the
PCG was informed of potential revenue losses up to $13m.  These figures
were based on assumptions in the Stadium financial model.  This was
obviously persuasive to the government executives on the PCG.

7.20 Although faced with a significant cost increase over and above
the estimated cost advised to the Cabinet, the works proceeded.

7.21 The executives on the PCG had not formally agreed to requests to
increase the budget above the $27.3m accepted by the Cabinet in
September 1996.  Nevertheless, the executives were aware that by
December 1998 the estimated final construction cost was $35.7m.

CONCLUSION

7.22 Through the entire period of December 1997 to December 1998,
government executives on the PCG consistently rejected giving formal
agreement to an increase of the redevelopment budget from $27.3m.

7.23 Although the government executives on the PCG did not formally
agree to an increase in the budget above $27.3m it is clear the executives
intended to proceed with the full redevelopment, knowing the final cost
would be well in excess of the estimated cost advised to the Cabinet.

7.24 As previously advised, the Audit has sighted no documentation of
the government executives regularly advising the Chief Minister of the
matters mentioned in this Chapter or the Chief Minister providing
direction to the Executives.
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8 SUBMISSION TO THE EXECUTIVE
OUTLINING THE REVISED BUDGET

INTRODUCTION

8.1 This Chapter discusses the content of the submission of
16 December 1998 titled Bruce Stadium – Financing which, among other
things, outlined a revised budget for the redevelopment.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  The total budget was revised to $33.5m in December 1998.

•  The submission included no reference to the $6m FF&E
allocation.

•  Information in the submission did not reflect an up-to-date
estimate of final construction costs; the latest estimate was
$35.7m.

•  The Cabinet submission did not refer to the cost pressures
facing the final contract (for the West Stand works); these had
been discussed at length in PCG meetings and were partly
responsible for driving the expected completion cost beyond
$33.5m.

•  Of the two options presented to the Cabinet, one – to cut back
the scope of works to that achievable within $27.3m - was
incapable of implementation.

•  The Cabinet submission content was so compelling that the only
decision the Cabinet could reasonably have taken was to agree
to proceed with the full redevelopment at a revised budget of
$33.5m.

CONTENT OF THE SUBMISSION

8.2 The relevant submission titled Bruce Stadium – Financing dated
16 December 1998 was signed by the Chief Minister.  Executives
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involved in the preparation and clearance of the submission were Mick
Lilley, Moiya Ford, Andrew Clark, and Alan Thompson.  The
submission’s purpose was ‘to outline the revised budget for the Bruce
Stadium redevelopment and agree to private sector financing
arrangements’.

8.3 The submission included a table that outlined the cost pressures
on the project, classified the costs into a number of categories and
recorded a new total estimated cost of $33.5m.  The submission also
stated that the majority of the additional cost pressures were ‘quite
unpredictable’.

8.4 Table 8.1 summarises the allocation of cost pressures to
categories as shown in the submission.

Table 8.1 - Cabinet Submission’s Allocation of Cost Pressures
Category $m
Australian Sports Commission influenced costs 1.06
Increases due to tendered prices being above estimates, latent conditions
discovered during construction, and increased fees 1.41
Design changes to meet hirers’ needs 1.64
Design changes to optimise operations 1.26
Unbudgeted item – upgrade existing seating 1.20
Total Increase 6.57
Add — Total budget previously advised to Cabinet9 27.50

34.07
Less — Available Contingency 0.57
Revised Budget to Cover Cost Pressures 33.50

8.5 The submission to the Cabinet also stated that even with the
increased construction cost, the Government’s contribution to the
redevelopment would not exceed $12.3m.

Audit comment

8.6 The costs category ‘design change to meet hirers needs’ includes
an amount of $981,100 for ‘acceleration payments’ for three construction
contracts.  Acceleration payments to meet deadlines factored into the

                                                
9 The table incorrectly showed the estimated cost at $27.5m rather than $27.3m.
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redevelopment’s planned staged delivery cannot reasonably be
categorised as ‘design changes to meet hirers’ needs’.  These costs arose
due to the construction of the redevelopment running behind schedule.
Correct classification of these payments as a separate category in the
Cabinet submission’s table of cost pressures would have resulted in
design changes to meet hirers’ needs being more accurately shown as
$660,000, rather than $1.64m.  The Audit considers that the Cabinet
should have been informed that delays had cost almost $1m.

8.7 The additional cost of upgrading existing seats is classified as
unbudgeted although it had been an integral part of the redevelopment
proposal from the beginning.  WT Partnership have advised the Audit
that the seating upgrade was included in the estimate of costs in February
1997 contained within the successful CRI submission, but was excluded
from the June 1997 estimate accepted by the PCG as the project budget.
This cost was clearly predictable, and should always have remained
within the project budget.

8.8 The table of costs appears to have been drawn from information
provided by WT Partnership in a ‘final anticipated cost reconciliation’
dated 3 April 1998, some eight months prior to the submission being
provided to the Cabinet.  The submission therefore did not reflect an up-
to-date estimate of final construction costs.  WT Partnership’s last
estimate before the submission was finalised was for $35.7m plus FF&E
of $6m.

8.9 The submission to the Cabinet does not refer to the considerable
cost pressures facing the final contract (for the West Stand works), which
had been discussed at length in PCG meetings before the submission was
lodged.  These pressures, which would increase the cost to well above
$33.5m, could reasonably have been expected to be included in the
submission.  The Audit acknowledges the final contract had been let
using the construction management methodology.  Nevertheless, the
executives who prepared the submission were aware that $35.7m had
been estimated to complete the redevelopment and this should have been
advised to the Cabinet in the interests of providing complete information.

8.10 It is not clear how the contingency amount $0.57m has been
calculated, other than as a balancing item to bring the new total budget to
$33.5m.  The latest cost management report presented to the PCG by
WT Partnership showed the available contingency at about $58,000.
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Options to Address the Increasing Estimated Cost

8.11 To address the increasing estimated costs, two options were
presented in the submission to the Cabinet:

•  ‘reduce the scope of work to ensure only $27.3m is spent’; or

•  ‘increase the overall budget to $33.5m, ensuring the Government’s
contribution does not exceed $12.3m’.

8.12 It was explained in the submission that the option to reduce the
scope of works would require a number of physical alterations from the
original plan.  These included deleting 28 corporate suites, the corporate
lounge in the West Stand (the only lounge/dining facility with a view of
the playing field) and the new concession facilities in each stand.  The
Cabinet was advised that the deletions would reduce the revenue-raising
potential of the Stadium and cut the Net Present Value of the facilities by
$10m.  This was not the preferred option according to the submission.

8.13 The second and preferred option was to increase the budget to
$33.5m.  The increased budget would be financed by increased
borrowings from an external financier.  It was proposed that the
borrowings would be repaid from future sales of Stadium products and
other revenue.  That is, repayment of the borrowings, and payments of
interest on the borrowings, would be met from future revenues.

8.14 On the basis of the submission’s content, the Cabinet noted the
increased cost of the redevelopment from $27.3m to $33.5m, and agreed
that the option to proceed with the full redevelopment while maintaining
the government’s existing commitment of $12.3m ensured the best return
on the Territory’s investment in the Bruce Stadium.  The Cabinet also
noted that other than the $12.3m, there would be no further call on the
ACT for the redevelopment.

Audit comment

8.15 The submission’s representation that if additional funds were not
made available now there would be major lost revenue in the future was
obviously a compelling argument.  The representation, however, was
based on the Stadium financial model’s projections, which as explained
in Report 7 – Stadium Financial Model are, in the Audit view, very
questionable and should have been seen as such by executives.
Consequently, the lost revenue argument was poorly based.
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8.16 One of the two options presented to the Cabinet - to cut back the
scope of works to that achievable within $27.3m - could not realistically
be exercised.  The PCG had already decided in August 1998 to proceed
with the full redevelopment.  And, the latest cost management report (at
30 November 1998) showed actual expenditure was already around
$25.5m with commitments taking the total to $27.2m.  Further, much of
the work proposed for deletion (corporate suites, the lounge in the West
Stand and concessions) had already been commenced.  The option to
limit work to the $27.3m budget may have been viable in February 1998
when it was first proposed that a submission be prepared seeking an
increased budget.  However, it was not possible in December 1998 when
the completed submission was given to the Cabinet.

CONCLUSION

8.17 The Audit concludes that the submission to the Cabinet was
inaccurate in some respects with regard to the cause, nature and extent of
the increased costs of the redevelopment.  As well, the omission of the
substantial FF&E costs understated the total cost of the project to the
Cabinet.  Further, in presenting options to the Cabinet for consideration,
the submission was neither timely nor realistic.

8.18 The Audit is of the view that, if the Cabinet based its decision to
increase the costs for the project only on the information conveyed to it
in the submission, the information available was so compelling that the
only decision the Cabinet could reasonably take was to agree to the
increased cost and proceed with the full redevelopment.

8.19 It should be noted that there were no further submissions to the
Cabinet advising of increased costs for the redevelopment.  The Cabinet
made no further decisions in relation to costs.  On this basis, effectively
all expenditure over $33.5m (other than approximately $1.7m met from
other appropriations) cannot be regarded as being authorised in any way
until authorised through the passing of legislation with retrospective
effect in June 1999 (see Report 11 – Lawfulness of Expenditure).
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9 VARIATIONS RESULTING IN ADDITIONAL
COSTS

INTRODUCTION

9.1 This Chapter comments on the reasons for some significant
variations from the original estimates.

SIGNIFICANT FINDINGS FROM THIS CHAPTER

•  Over $2.6m or 28% of the identified variations was to improve
the functionality of the original design concept.

•  $1.7m or 17% of the identified variations was paid, as a result
of the redevelopment being behind schedule, to contractors to
speed up the contractor’s work so that the work could be
finalised in time for three key football events.

•  $1.5m or 15% of the identified variations was to upgrade all
seats.

•  Almost $1.3m or 13% of the identified variations was spent to
improve the marketability of the Stadium.

•  $2.6m was spent on other design changes made during the
course of redeveloping the Stadium.

•  Many of the design changes and resultant costs could have been
avoided or, at least, recognised in cost estimates, if enough
resources had been allocated to designing and developing the
project earlier in the development process.

OVERVIEW

9.2 A summary of the variations identified by the Audit is presented
in Table 9.1.
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Table 9.1 - Variations Resulting in Additional Costs
Reason for Variation Cost ($m) Percentage
Design changes for functionality reasons 2.7 27.6
Costs incurred as a result of construction delays 1.7 17.3
Upgrade to seating 1.5 15.4
Design changes for marketing purposes 1.3 13.0
Routine cost overruns 0.9 9.7
Latent conditions 0.8 8.2
Cost under estimations 0.5 5.4
Enhanced safety measures 0.2 2.1
Additional administrative costs 0.1 1.3
Total 9.7 100.0

9.3 Data in Table 9.1 is based on information provided to the Audit
by WT Partnership, the project’s cost planners.  The Audit allocated the
information against the reasons in the Table.

9.4 Table 9.1 shows there were four principal reasons for variations
which together totalled $7.2m and represented 73% of the major
variations identified by the Audit.  The four largest reasons were
functionality reasons, costs incurred as a result of construction delays,
upgrade of seats and for marketing purposes.  Comments on these and the
other items in Table 9.1 follow.

DESIGN CHANGES FOR FUNCTIONALITY

9.5 Design changes to improve the functionality of the Stadium, after
the June 1997 budget was settled, generated additional costs of $2.7m.
These included upgrade to the forecourts ($420,000), changes to the
kitchen area ($350,000), additional structural works ($350,000),
relocating and enlarging the West stand lift ($275,000), alterations to
change rooms ($250,000), changes to media facilities ($100,000),
enlarging vehicular access to the playing area ($80,000) and
consequential design, project management and other minor changes
($581,000).  Each of these is outlined following.
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Upgrade of Forecourts ($420,000)

9.6 The concrete forecourts between both the eastern and western
grandstands and their respective ticketing booths were resurfaced.  The
purpose of this work was to improve the appearance of the areas and to
preempt a potential need for early subsequent maintenance.

Changes to Kitchen Area ($350,000)

9.7 As the design concept was refined following exposure of the
existing structure, it became necessary to add to the kitchen and technical
support areas.  These changes resulted in additional excavation and
construction work.

9.8 When the existing structure was exposed, it was also necessary to
add to the back-of-house structure as the assumptions made by the design
consultants about the space available for these areas were incorrect.

Additional Structural Works ($350,000)

9.9 The ground floor slab of the East Stand was lowered and
additional consequential work was undertaken to correctly align the floor
level with the concourse area.

Relocating and Enlarging the West Stand Lifts ($275,000)

9.10 It was necessary to relocate the lift to appropriately position it
within the existing structure to service the kitchen, corporate lounge,
change rooms and walkways.  The lift was enlarged to enable it to be
used, when necessary, to evacuate injured players by stretcher from the
medical facility to an ambulance outside the rear of the grandstand.  If
the lift had not been enlarged, it would have been necessary to evacuate
injured players to an ambulance through the playing arena.

Alterations to Change Rooms ($250,000)

9.11 The original design of the change rooms for players and referees
met FIFA/SOCOG requirements.  However, the area was increased in
size at the request of the hirers.
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Upgrade of Balustrades around Corporate Suites and Boxes
($150,000)

9.12 As part of the initial design concept, it was intended to install
tubular steel balustrades with wire strands in front of the corporate suites
and boxes as part of the redevelopment.  In the case of some existing
balustrades, there was a need for them to be upgraded to comply with
current building standards.  During the course of the redevelopment it
was decided to upgrade the balustrades in front of all corporate suites and
boxes with clear glass.  The additional cost of this upgrade was
$150,000.

Changes to Media Facilities ($100,000)

9.13 An upgrade of the originally designed media facilities was seen
as necessary to meet the expectations of visiting media representatives.

Enlarging Vehicle Access to the Playing Area ($80,000)

9.14 The vehicle access tunnel was enlarged to enable large load
carrying vehicles to be brought onto the playing area and enable the
positioning of heavy equipment directly on the playing area.  This facility
was seen as being essential if the Stadium was to be marketed to
promoters as a venue suitable for outdoor concerts and similar forms of
entertainment.  The original design did not allow for large vehicles.

Consequential Design and Project Management Costs ($581,000)

9.15 Additional design and project management fees were paid to the
project manager and others, as appropriate, as a result of decisions to
make design changes to the Stadium.

Audit comment

9.16 Information on the requirements for change rooms, media
facilities, and vehicular access to the playing area would have been
readily obtainable before the original design was finalised.  The Audit
considers that many of the design changes and the resultant additional
design and project management costs, could have been avoided if enough
resources had been allocated to designing and developing the project,
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and if detailed consultations with interested parties had been undertaken
earlier in the redevelopment process.

9.17 According to the Project Control Group papers, the PCG were of
a view that there were shortcomings in the work of the design consultants
and gave consideration late in the project to pursuing legal action against
the design consultants.  However, after seeking legal advice, the PCG
decided not to take further action in this regard.

CONSTRUCTION DELAYS

9.18 The decision to allow the continued use of the facilities
throughout the redevelopment committed the Government to ensuring
facilities would be available to hirers to meet certain match
commitments.  The original scheduling of the construction allowed for
these time deadlines to be met.  Construction did not proceed to the
original schedules and this resulted in extra costs being incurred.  Overall
costs incurred to meet time deadlines were $1.7m.  The costs arose from:

•  acceleration payments of $250,000 to Haskins Contractors to ensure
work involved in the second construction contract was completed in
time for the commencement of the 1998 Super 12 rugby season;

•  acceleration payments of $638,000 to John Hindmarsh Pty Ltd to
ensure that the redevelopment of the Eastern grandstand was
completed in time for the World Cup qualifying match between
Australia and Fiji which was held on 22 September 1998; and

•  additional payments of $800,000 to trade contractors to ensure that
the work involved in the final construction contracts was completed in
time for the commencement of the 1999 NRL season.

9.19 Acceleration payments were made to two construction contractors
to enable them to make overtime payments and other payments to their
staff and contractors.

9.20 By the time the final construction contract was let for the West
Stand and associated works, it was recognised that the construction
program for the remaining works was very tight and would take
considerable effort to complete on schedule.  To complete the work by
the commencement of the 1999 NRL season, it was necessary to make
additional payments to trade contractors, in the main, to meet overtime
and other penalty payments.
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Audit comment

9.21 The risks involved in agreeing to ensure the Stadium remained
open during the redevelopment (to the extent that there were a series of
fixed completion dates during the course of the reconstruction) must
have been known when the agreement was given.  The Audit has been
provided with no evidence that efforts were made to assess or manage
these risks.  It is acknowledged that some acceleration payments were
probably unavoidable.  However, the Audit considers that at least some
attempt should have been made to manage the risks in order to keep the
acceleration payments to a minimum.

THE UPGRADE TO SEATING

9.22 Unbudgeted variations designed primarily to enhance the overall
look and feel of the Stadium cost $1.5m.  These items comprised new
and upgraded seating ($1.4m) and consequential project management
costs ($100,000).

9.23 An upgrade of the Stadium’s existing seats was a feature of the
Olympic Bid Submission and a cost of $1m was allowed for in CRI’s
successful project manager submission.  However, the budget agreed by
the PCG in June 1997 expressly excluded the upgrade of existing seats
from the redevelopment.  The project’s cost planners proposed instead to
retain the existing seats and to only install new seats in the inner bowl
and other new areas.

9.24 The new seats were to be of a higher standard than the existing
seats, featuring moulded backs, arm rests and cup holders.  This would
have made them clearly distinguishable from the older seats.  To prevent
the perception that patrons who purchased seats in the higher priced
locations were being asked to sit on older and lesser quality seats than
patrons using the lower priced inner bowl seats, it was decided to replace
all seats.

9.25 Additional project management fees were paid to the project
manager and construction manager as a result of decisions to enhance the
appearance of the Stadium.  These have been estimated by the project’s
cost planners to cost $100,000.

Audit comment
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9.26 The decision to upgrade all of the seats at the Stadium was the
single biggest variation to the original budget.  The reason given to the
Audit for the upgrade of the seats was ‘this was a design improvement
not driven by or for marketing purposes.  It was an inherent part of the
overall look and feel of the Stadium’.  The Audit understands this
reasoning to justify the upgrade, however, in view of the extremely tight
budget and the size of variation, taking the decision to incur the
increased costs without Cabinet approval is difficult to understand.  The
decision was eventually brought to the Cabinet’s attention in December
1998 as one of a number of cost pressures that had led to an increase in
the cost of the redevelopment.

DESIGN CHANGES FOR MARKETING PURPOSES

9.27 Unbudgeted variations designed to enhance the marketability of
Stadium products cost $1.3m.  These items comprised changes to kitchen
arrangements ($554,000), upgrade of corporate suites ($400,000),
improving access to concessions ($115,000), toilet upgrades ($50,000)
and consequential design and project management costs ($155,000).

Changes to Kitchen Arrangements ($554,000)

9.28 Changes to kitchen arrangements were made during the course of
the redevelopment to adopt a cook-chill method of preparing meals rather
than the conventional cook and serve method.  These changes resulted in
additional equipment costs of $554,000.

9.29 The decision to adopt the cook-chill method was accepted by the
PCG on the recommendation of Nationwide Venue Management (NVM).
NVM recommended that a cook-chill method be used because, according
to NVM, it would result in lower labour costs for a contractor providing
food services and it is a more efficient delivery method.  No analysis,
however, was undertaken to determine whether the increased cost was
justified on commercial grounds, including whether reduced labour costs
to a contractor would flow onto increased returns to the Stadium.  No
attempts were made to identify alternatives to installing the cook-chill
facilities at the Stadium.

General Upgrade of Corporate Suites ($400,000)

9.30 All corporate suites were upgraded by installing frame-less glass
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doors and windows and improving the quality of the finish of their
fixtures and fittings.  The purpose of the upgrades was said to be to
improve their marketability.  The cost of upgrading each suite was
approximately $10,000.  The total cost was $400,000.  The Audit has
been provided with no documentation of an analysis to assess whether
the increased cost was justified on commercial grounds.

Improving Access to Concessions ($115,000)

9.31 Improving access to concessions was made by moving concession
holders’ stalls at the Northern and Southern ends of the Stadium to the
concourse level.  The cost of moving these stalls was $115,000.  As with
the corporate suites, there is no documentation of an analysis to assess
whether the improvements were justified on commercial grounds.

Consequential Design and Project Management Costs ($155,000)

9.32 Additional design and project management fees were paid to the
project managers and others as a result of decisions to enhance the
marketability of Stadium products.

Audit comment

9.33 Part of the design concept for the redevelopment was to
‘continually target the premium end of the market’.  The Stadium
financial model was founded on this concept (see Report 6 – Stadium
Financial Model).  Some of the additional costs identified could be
attributed to this targeting.  Although this was the case, it still would be
expected that analyses should have been prepared setting out the
financial gain from proceeding with each of the variations.  On the
evidence available to the Audit, these analyses were not performed.
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ROUTINE COST OVERRUNS

9.34 Routine cost overruns totalled $945,000.  They occurred in
respect of three of the four construction contracts.

Audit comment

9.35 Some cost overruns are not unusual in a construction project.
They may occur as a result of refinement of the specifications from
concept plans to detailed drawings.  They also occur as a result of the
discovery of unknowns, such as rock in an excavation site, when precise
environmental circumstances become known.  The amount involved in
this project was not unreasonable.

LATENT CONDITIONS

9.36 Extraordinary latent conditions which could not be foreseen or
allowed for at the time that the original budget was developed totalled
$770,000.  These included additional stabilisation work ($150,000),
additional excavation and demolition work ($150,000), a number of
structural works ($330,000) and associated design and project
management works ($173,000).

Audit comment

9.37 These items are relatively minor in nature and could have been
accommodated in the contingency allowance if the allowance had not
been used for other purposes.

COST UNDER-ESTIMATIONS

9.38 The cost of works was under-estimated to the value of $508,000.
These costs included lighting ($215,000), the eastern stand roof
($200,000) and consequential design and project management changes
($114,000).
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Audit comment

9.39 The total value of the under estimations of $508,000 is not
unreasonable for a project of this nature.

ENHANCED SAFETY MEASURES

9.40 The exit steps from the North and South terraces were installed to
facilitate patron egress to the forecourt on safety grounds.  These steps,
which were in excess of building code requirements, also provided better
access for patrons to concession holders located beneath the Western
grandstand.  The cost of these steps was $100,000.  These enhancements
were made on the recommendation of ACT Workcover.

9.41 Additional lighting was installed on a retaining wall and in a
number of aisles on safety grounds.  The cost of this work was $65,000.
These enhancements were also made on the recommendation of ACT
Workcover.  Additional design and project management costs in relation
to these items are estimated at $45,000.

Audit comment

9.42 Both of the enhancements were in excess of Territory safety
requirements.  However, as the recommendations were made by ACT
Workcover, the PCG reasonably elected to proceed with the work.

ADMINISTRATIVE COSTS

9.43 Additional administrative expenses incurred are forecast to total
$123,000.  This is in addition to an amount of $180,000 provided for in
the original June 1997 budget.

Audit comment

9.44 Additional costs were almost 70% above the original estimate for
administrative expenses.  Costs were incurred for miscellaneous minor
consultancies, minor legal expenses, minor marketing and general
administrative expenses including holding PCG meetings.
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CONCLUSION

9.45 Overall variations for the redevelopment of the Stadium were
large by industry standards.  It would be expected that a project of this
type would generate some variations as construction and site issues were
identified.  The project’s cost planners (WT Partnership) advised the
Audit that for a complex redevelopment it could be expected that
variations might result in an overall increase in costs of 10 to 15%.  As
can be seen by the cost comparisons presented in Chapter 1, the
variations were considerably more than 10 to 15% from the original
agreed budget.

9.46 The Audit has identified over $2.7m spent on design changes
during the course of redeveloping the Stadium to improve the
functionality of the Stadium.  These included changes made to the
forecourts, kitchen area, lift and change rooms, and lowering the ground
floor slab.  Some of these costs would have been avoided, or at least
recognised in cost estimates, if enough consideration had been given to
the design and development process before construction commenced.

9.47 A total of $1.7m was paid to contractors to speed up their work so
that facilities could be available in time for three key football events.
There is no evidence to suggest that ways by which these costs could be
minimised were considered.

9.48 Some $1.5m of all variations was associated with the upgrade to
all seats and a further $1.3m was to improve the marketability of the
Stadium.  No evidence was located by the Audit or provided to the Audit
showing that the responsible government executives undertook any
analysis to assess whether the increased costs were justified on
commercial grounds.

9.49 The Audit has not sighted any documentary evidence that the
variations described in this Chapter were raised by executives with the
Chief Minister as they came to notice or that the Chief Minister issued
any directions in regard to these matters.
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5 Annual Management Report for Year Ended 30 June 1994

6 Various Agencies - Inter-Agency Charging
- Management of Private Trust Monies

7 Various Agencies - Overseas Travel - Executives and Others
- Implementation of Major IT Projects
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Annexure (continued)

8 Financial Audits with Years Ending to 30 June 1994

9 Performance Indicators Reporting

Reports Published in 1995

1 Government Passenger Cars

2 Whistleblower Investigations Completed to 30 June 1995

3 Canberra Institute of Technology - Comparative Teaching Costs and Effectiveness

4 Government Secondary Colleges

5 Annual Management Report for Year Ended 30 June 1995

6 Contract for Collection of Domestic Garbage/Non-Salary Entitlements for Senior
Government Officers

7 ACTEW Benchmarked

8 Financial Audits With Years Ending to 30 June 1995

Reports Published in 1996

1 Legislative Assembly Members - Superannuation Payments/Members’ Staff -
Allowances and Severance Payments

2 1995 Taxi Plates Auction

3 VMO Contracts

4 Land Joint Ventures

5 Management of Former Sheep Dip Sites

6 Collection of Court Fines

7 Annual Management Report For Year Ended 30 June 1996

8 Australian International Hotel School

9 ACT Cultural Development Funding Program

10 Implementation of 1994 Housing Review

11 Financial Audits with Years Ending to 30 June 1996
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Annexure (continued)

Reports Published in 1997

1 Contracting Pool and Leisure Centres

2 Road and Streetlight Maintenance

3 1995-96 Territory Operating Loss

4 ACT Public Hospitals  - Same Day Admissions
Non Government Organisation  - Audit of Potential Conflict of Interest

5 Management of Leave Liabilities

6 The Canberra Hospital Management’s Salaried Specialists Private Practice

7 ACT Community Care  - Disability Program and Community Nursing

8 Salaried Specialists’ Use of Private Practice Privileges

9 Fleet Leasing Arrangements

10 Public Interest Disclosures - Lease Variation Charges
- Corrective Services

11 Annual Management Report for Year Ended 30 June 1997

12 Financial Audits with Years Ending to 30 June 1997

13 Management of Nursing Services

Reports Published in 1998

1 Management of Preschool Education

2 Lease Variation Charges - Follow-up Review

3 Major IT Projects - Follow-up Review

4 Annual Management Report for Year Ended 30 June 1998

5 Management of Housing Assistance

6 Assembly Members’ Superannuation and Severance Payments to Former Members’
Staffers

7 Magistrates Court Bail Processes

8 Territory Operating Losses and Financial Position

9 Financial Audits with Years Ending To 30 June 1998
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Annexure (continued)

10 Management of Schools Repairs and Maintenance

11 Overtime Payment To A Former Legislative Assembly Member’s Staffer

Reports Published in 1999

1 Stamp Duty on Motor Vehicle Registrations

2 The Management of Year 2000 Risks

3 Annual Management Report for the Year Ended 30 June 1999

4 Financial Audits with Years Ending To 30 June 1999

Reports Published in 2000

1. Bruce Stadium Redevelopment — Summary Report

2. Bruce Stadium Redevelopment — Value for Money

3. Bruce Stadium Redevelopment — Costs and Benefits

4. Bruce Stadium Redevelopment — Decision to Redevelop the Stadium

5. Bruce Stadium Redevelopment —  Selection of the Project Manager

6. Bruce Stadium Redevelopment — Financing Arrangements

7. Bruce Stadium Redevelopment —Stadium Financial Model

8. Bruce Stadium Redevelopment —  Actual Costs and Cost Estimates

9. Bruce Stadium Redevelopment — Market Research and Marketing

10. Bruce Stadium Redevelopment — Stadium Hiring Agreements

11. Bruce Stadium Redevelopment — Lawfulness of Expenditure

12. Bruce Stadium Redevelopment — Governance and Management



Availability of Reports

Copies of Reports issued by the ACT Auditor-General’s Office are available from:

ACT Auditor-General’s Office
Scala House

11 Torrens Street
BRADDON  ACT  2612

or

PO Box 275
CIVIC SQUARE  ACT  2608

Phone (02) 62070833 / Fax (02) 62070826

Copies of Reports are also available from the
ACT Auditor-General’s Homepage:  http://www.audit.act.gov.au


