New road maintenance contract
model

Magnus Nygérd 13.2.2020
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Climate change

(Temperature under 0 °C/times per year)

Winter 05 - 06
("good old winter”)
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(mild winter)
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Demanding winter conditions

winter 2017-2018

e Weather conditions have been exceptionally
difficult for road maintenance and traffic.

The situation was not acceptable. We
had to develop winter maintenance

[ISALMEN SANOMAT

VUODESTA 1925

nasen fja Las-

sl Hefskasen

Tulstelutempa-
5 Kauppilanmaeniielld on
saanut huimat mittasuhieet.
Maanviljelijiiden tarkoiuk-
serus ol KA AAELAR haoamio tei
den kunnossapitoon, ja idea
tolellakin cnnisiu, Videota
on katselin eri kanoviss:
hulppeastd v miljoona
taa (Savon Sanomilen verk-
knuutinen 16.1.).

MTV:n Huomenta Suomes-
sa mielenitmansta tituleeraiin jo "luistehomars-
Siksi™.

Tempans ali Voriasen mikaan spontai, ml
ta siing osni kaildki kohdalleen Heiskasen karva
hattia nGLen

MTVin haastattetussa kot yrvin fhmt, misti on
Fovee, Vika el ole vesittisten urakoiisijoiden, vaan
5 ienpidon periaal on korjatiavaa. Kun
ely-keshuksen kunnossapitopadllikko Peklka Rajala
totesk, eltd Henhoiloleokan muokaise! atovaatimuk-

Vika ei ole
vksittdisten
urakoitsi-
joiden.

Headlines:
"Magnificent ice
skating march’”.

SEL TAVITVWAL, € vastanksesn
tarvitse ik pidi vy

Vornasen mukaan tilanne
on hmoninie kymmenen
viimevinden afkana. Cmgel-
mana on esimerkiksise, efti
lnmenpedstoa eialoiteta
naan. Kyse & ole vialiamatis

amiloin Ehdetiin
framan f auraamaan”,
vieTemiidiset thvistivit.
Litkennevirasto on muotta-
mugsa teiden kunnossapadon
urzhnintiperiaatteita. Pohjois-Saon ehy-keskuksen
Liikenne- ja infrastruliourn -vastucaloeen johia
jiu Tomrmii Huttunen on Kertonut, elta urakeiniin
toivotaan enermmiin valinnamapantita. Aura auto
vobst utiden ajartetun mukaisest Fipes Hikkeelle
Joennen kuin urakassa mainitun honen vihim
malsma T alisl gymma. Kunlosiaa @arkevalil, Tien
peialia on varmast paras teto.
Anni Nieminan
ar femsdnen@isalmensanamat.fi
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Develop programme of winter maintenance '/

Minister Berner 15th February 2018 MEpiy
e criteria for maintenance classes o weather forecasts and information
e quality requirements e analysis
e regain times e implementing trials
e targeted maintenance e quality control

e New contract model to
contracts starting year 2019

e co-operation
e reaction ability
e target price

e active, proactive
o timely
e based on facts




New road maintenance contract model starting 1.10.2019
— Roads daily maintenance contract




Basis for the development of \1 4
the new contract model VAVLA

Currently widely used area contract model has been developed in the early 2000 —decade when the
contracting of roads daily maintenance was being procured from market (earlier in-house)

» During the years the share of subcontracting has increaseg, being up to 90 %
 Fixed price - for the major part of the contract

The new Roads daily maintenance contract
« Development started in year 2012

Pilot contracts starting year 2014:
« Espoo daily maintenance management contract 2014 - 2019 approx. 30 Milj euro
» Raasepori daily maintenance management contract 2016 — 2021 approx. 14 Milj euro
« Lahti daily maintenance management contract 2017 — 2022 approx. 20 Milj euro

17 contracts with the new model started 1.10.2019
13 contracts have been procured to start 1.10.2020
Totally 79 contract areas on national roads daily maintenance



Main features on the roads daily \’
maintenance contracts VAYLA

« The model has been developed using experiences and characteristics of construction management,
alliancing contracts and the current area contract contracts.

 Road users and road users” service are the core objective for the development. The new model
enhances the cooperation with the client and the contractor.
 Objectives include among others:

« Minimising waste* in the processes and ability for quicker adjustment when changes in operational
environment

» Risk management and appropriate risk allocation in the contracting chain

« Development of know-how of client, contractor and subcontractors, cooperation between actors,
processes, safety and tools

» Generating the information of quality during the operations — not separately, afterwards
 To promote innovation and development work

- People will be decisive the success. Personnel organizing and leading the work are the core of the
contract. Their know-how and the skills to produce the service are crucial for the success of the contract.

*waste” (Lean = non value-adding activities, waiting etc.)



Objectives, awarding criteria and contract

bonuses

OBJECTIVE OF CONTRACT

AWARDING CRITERIA CONTRACT BONUSES

Cost efficiency

Developing of productivity,
cooperation, quality, safety and
customer-orientation

Ensuring the know-how

Weight 65 %

Costs of procurements
Fee

Management and
administration cost

Target price

Weight 20 %
Promises on means

Bonuses and sanctions
Promises on results and effects
Weight 15 %

Test results (abilities to
organise and service provision)

Test results (Exam of experts)
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Target
Price

Payment mechanism

i I

A maintenance
management fee

A management &
administration fee

Procurement costs
for maintenance
work

\ W 4
\ 14
VAYLA
 Target price consist of
* Fee

« Management and
administration fee

 Costs of procurements
(subcontracting etc.)

« Payment is based on the work
done

 Subcontracts pricing can be
different, for example fixed
price
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Target price — distribution of the \14
“pain or gain” share VAYLA

azmom ries = & Achieving the result under the
17 areetPTee - target price provice target
Target bonuses:

Price
* 30 % contractor
« 70 % client

* Possible "over-running” the
target price is divided similarly

« Tavoitehinnan ylitys jaetaan
vastaavasti

« Maximum price = 1,1 * target
price

30 % contractor +0 30 % contractor
70 % client No target bonus 70 % client
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Contractor's Payment Mechanism

Cruaranteed
Maximaum Price
_____________________ REALIZED COSTS
A0% to CONTRACTOR, FO0%  to CLIEMNT

70% by CLIENT, 20% by CONTRACTOR
CONTRACTOR PAYS, OR TRAMNSFER COSTS
TO NEXT YEAR'S COSTS

CONTRACTOR gets 30%  up to €250k

ANNY EXCESS TO NEXT YEAR

Target Price

e The fixed management fee includes overhead costs, risks and profit margin.

@The _manalgement and administrative costs includes the contract management
administrafive costs, office costs and information technology costs.

@ The procurement costs include all related purchases, like all related sub-contracting,
service contracts, and construction and maintenance services.

® The Guaranteed Maximum Price (GMP) is 10% above Target Price.
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The market situation on roads daily
maintenance
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and contractors g

maintenance contract in brief vaivii

1.10.2019 —
1.10.2020
- « The new Roads daily maintenance contract will
e be taken into use in all the areas
Urskeitsia B S « Content of the maintenance work similar tha
— s s befoee
— b % » More even distribution of risks: client pays the

B = Fecbanges oy e
7] 20 sipannsemvat uraka

Urakoita yhteensa 79 kpl

cost on the work done
« Open books —pricipal
« Better ability to react on changes

» More weight on quality — especially during the
bidding process

« Concentrating on the issues that are most
Important

» More cooperation
* For the the best service for road users
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The contractors’ market shares

MARKKINAOSUUDET 1.10.2020-1.10.2021

PimaraOy_  P.Salonen Oy  Pahkakangas Oy
0,
Savon Kuljetus Oy i \ % 1%
4 %
Nordic Road

Services Oy
7 %

_\\\‘—‘—‘_

Destia Oy
51 %

YIT Suomi Oy~
34 %

N
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N
Experiences of the bidding process VAYLA

13 roads daily maintenance contract are procured to start on 1.10.2020

« Willingness to make a bid has increased:
« 2 — 6 tenders / contract area
« On average 3,2 tenders / contract area (year before 2,3 tenders)

* New tenderers, also new contractors

« Competition is deemed to be decent: the difference in the awarding
criteria between the winning bid and the runner-up in average 4,7 %

 Cost level:
» The prices approx. +2 % compared to the former contract type

« However, under the client’s cost estimation
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Developing of roads daily maintenace market

1. Implementing The new roads daily maintenance contract:
« Starting 1.1.2020 there will be 30 contracts out of 79 contracted with
the new model
2. Client has made an enquiry and interviews with the potential actors

« Companies active in the infrastructure area, but have not been in
active in the bidding process

 Construction management companies

3. Yearly and continuous discussions with the market to further develop the
daily maintenance, and also to ensure that the market would be of
interest

Finnish Transport Infrastucture Agency wants to promote
well-functioning market
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Customer satisfaction on the condition %/
of roads VAYEA
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