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PREPARATION OF PROJECT MANAGEMENT CON’
AGREEMENT, BUILDING CONSTRUCTION WORK

projektinjohtourakka, suunnittelun johtaminen, rakennusurakka, sopimus
projekiledningsentreprenad, planeringsledning, byggnadsentreprenad, avtal
management contract, design management, building contract, agreement

This RT standards sheet presents the
management contract agreement prepa-
ration guide and agreement model. The
model is an example only, and the agree-
ment will be prepared in each project se-
parately in view of the properties of the
project. The model for the task list to be
attached to the agreement is shown in
guide card RT 10-10907, LVI 03-10423
Projektinjohtourakan tehtédvéluettelo.

The RT standards sheet also presents
a sample compensation table for the
work site's supervision and administrati-
on resources. The table's examples are
aimed to allow itemising the project or-
ganisation for each project in groups with
different reimbursement bases. The
sample has been prepared on the form
RT 80328.

The guide has been prepared by, and
its content is the responsibility of, the Fin-
nish Association of Building Owners and
Construction Clients in co-operation with
the Confederation of Finnish Constructi-
on Industries RT ry.

OVERVIEW

This RT standards sheet provides inst-
ructions for preparing a project manage-
ment contract agreement and presents
examples of the project management
contract agreement and the work site su-
pervision and administration reimburse-
ment table. The model agreement uses a
sample project covering the construction
of a building, but the form can also be ap-
plied to projects covering other types of
work.

'‘Project management contract' here
refers to a procedure wherein the project
management contractor assumes liabili-
ty for project management and construc-
tion work as several subcontracts. The
principal differences between a project
management contract and other project
management models and from other
forms of construction project implemen-
tation are presented on the cover.
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The project management contract ag-
reement sample presented in this guide
card uses normal typeface for issues that
usually remain unchanged in a building
construction project regardless of the
project. ltalic typeface is applied to items
that vary with the project and always
must be addressed on a case-by-case
basis. The project management contract
agreement is intended for preparation for
the implementation design and construc-
tion phases of a building construction
project. If the project management cont-
ractor participates in the project and draft
design stages, a separate consultation
agreement should be prepared.

A project management contract adhe-
res to the general terms of contract of a
construction contract, YSE 1998 (RT
16-10660, LVI 03-10277), unless the
contract states otherwise.
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CONTACT INFORMATION FOR
THE CONSTRUCTION PROJECT

Record the object of the agreement and
the parties to the project, including con-
tact information.

OTHER PARTIES

Record the construction project's parties
and their roles.

Record the contractors and procure-
ments with contractual relationship with
the client. If the project has subsidiary
contractors subordinate to the main cont-
ractor, the subsidiary contract is subor-
dinated to the main contract with subor-
dination agreement RT 80271, signed by
the developer, project management
contractor, and subsidiary contractor.

CONSTRUCTION PROJECT'S COI

Construction project
No.

Construction object
Work no.

PARTIES

Client

Client's competent representatives

— for contract-related matters

— for work execution matters

Project management contractor
Project management contractor’s cor

— for contract-related matters
— for work execution matters

OTHER PARTIES

Developer
Development consultant
Main contractor

The project management contractor worl
the contractor referred to in YSE 1998.

Party responsible for work site super
Project management contractor

Party responsible for work site servic
Project management contractor

Other contractors and client's procur:
Contract A:
Contract B:

Subordinated subsidiary contractors

Designers
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TERMS OF AGREEMENT AND TERMS OF AGREEMENT AND CONCEPT
CONCEPTS

Record the terms of agreement adhered
to in the contract and define such con-
cepts relevant to the agreement as are
not generally known.

INTRODUCTION

Nature of a project management
contract

Overview

Record the description of the nature of
the project management contract to aid
in understanding and interpreting the ag-
reement. The description does not, ho-
wever, override the provisions in the ag-
reement.

The project management contract form
essentially involves close collaboration
between the client, project management
contractor, and designers. This provides
a solution for innovative development of
implementation solutions, allows the
clientto make decisions based on the pri-
ce-to-quality ratio, and develops the
competence of the parties through mutu-
al learning.

This contract adheres to the general terms of agre
YSE 1998, unless otherwise stated in this agreer
ment for a construction contract are referred to h:

In this contract agreement, the concepts of YSE
ments. Other concepts are primarily those publish
in the construction industry.

The product and production items are the items in .
tuotantonimikkeistd' (project and production item

The abbreviation 'PMC' refers to the project man

In order to achieve the goals of the project, the duti

the project are clarified as follows:

— Control refers to the provision of information andi
away asto help said party to fulfil its duties within

— Monitoring refers to measures with which the conr
detected, recorded, and communicated and with

— Co-ordination refers to the adapting of the partie
tection of conflicts in them and seeing to rectify

— Addressing refers to the assigning of a task for e
and monitoring it.

Clarification and supplementation of plans

— Aplan is deemed clarified further when a struct
reement documents has been presented and it i:
during the planning process so that it does not
level.

— A plan is deemed supplemented by minor add
planning because of their general nature and th
the agreed-upon work performance.

INTRODUCTION

Nature of a project management contraci

Overview

In a project management contract, the project mar
bility for the project management and constructic
contractor places its competence in these matters
parties will have an interest in achieving the proje

The project management contractor, in collaborat
cient implementation method and a collaborative |
project management duties in accordance with thi
has skilfully prepared and had approved by the ¢
client; and functions as the main implementer and

The project management contractor supervises il
construction project, working in close and open ps
signer, and other designers with a contractual rela
tation design, procurement, and construction are
construction work as several procurements.

The construction work is implemented according t
ment procedure approved by the client as procure
ject management contractor, subjected to bidding
approves the procurement decisions.

The project management contractor co-ordinates
ject parties in order to reach the agreed-upon go:
quality anomalies, excessive expenses, delays, ¢
the project management contractor shall immedie
necessary corrective actions. The client contribute
for implementing the project as planned.
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Design

Record on whose behalf the design as-
signments are done. This sample project
involves a situation wherein the planning
agreements are made on behalf of the
client. If the agreements are made on be-
half of the project management contrac-
tor, the solution affects several agree-
ment items, such as design error liabili-
ties and the client's responsibility to cont-
ribute to the outcome.

Non-changeability of fees and
expense, quality, and schedule
targets

In order to ensure smoothness of the col-
laboration between the parties and ap-
propriate goals for it, and to manage the
risks of the project, it is important that the
agreement itemise the factors whose
realisation may alter the original expense
and schedule terms of the agreement.

Risk management

Project management contracting is sui-
table for use at sites that involve
higher-than-normal  construction-time
risks. Therefore, the identification and
prevention of risks should be a particular
area of focus even in the agreement pha-
se.

Goals of the construction project
The project management contractor can,
with implementation design control, work
site planning, and other measures, affect
the project's implementation solutions
and implementation conditions. Therefo-
re, the central project goals at which the-
se measures should be aimed should be
recorded in the agreement. These refer
to common goals set for the construction
project and also for parties other than
those to this agreement that the parties
must take into consideration regardless
of whether the party has sole juridical
responsibility for the issue.

Specific commercial and technical re-

quirements are not recorded here but are

presented below in the appropriate sec-

tions.

The goals to be recorded may involve

— functionality

— quality level

— economy

— time

— special terms to be applied during
construction work

— other goals that have not been specifi-
cally listed below in the appendices to
the agreement

The level of completeness of plans in a p
the start of the work. There are many iss
schedule is tight. Accordingly, successful
ve, open, and responsible collaboration ¢
and the designers, as well. The emphasit
posed by it on the parties separate a prc
forms of main contract.

Design

The client contracts out the design assi¢
leads the design work, specifies the funct
completed state, and approves the desig
and implementation design as a whole ar
the goals set.

The project management contractor, in ¢
ner, controls the implementation design

Non-changeability of fees and expens

The nature of a project management cor
qualitative, and schedule targets of the c
agreement is concluded with information
ring the implementation design and consi
utilised in design control. Supplementatic
formance of the project management co
framework specified in more detail in the ¢
lity level from that specified in the agreer

Risk management

The project management contractor is r
sessment, and prevention of risks involve
design and performance, the project m:
consider the particular circumstances ar
outcome of the construction project.

Goals of the construction project
The goal-setting in this section of the agre
bilities insofar as this contract sets forth tf
parties.

The common goal shared by all parties it
tain the following goals in collaboration &
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1 PROJECT MANAGEMENT 1 PROJECT MANAGEMENT CONTRA(
CONTRACTOR'S OBLIGATION
PERFORMANCE
OBLIGATION

Object of the contract

Specify the part of the construction ob-
ject that the contract applies to and the
tasks it covers.

Principal obligation to render
services

Reference: YSE, §1
Specify the PMC's principal obligation to
renderservices.

Secondary obligations

Reference: YSE, §2

Specify the PMC's secondary obliga-
tions in comparison to §2 of the YSE
terms and what has been agreed on re-
garding them.

Project management contract's
supervision tasks

List at least at the accuracy of main hea-
dings which tasks of the task list of the
project management contract are inclu-
dedinthe contract. The task list is appen-
ded to the agreement, and detailed clari-
fications of the tasks can be made there.

Project plan

A preliminary project plan can be reques-
ted with the offer, and can be used to as-
sess the PMC's project management
ability.

The project plan usually covers at least
the following issues:

. Project goals

. Project risks

. Project organisation

. Project procedures

. Expenses

. Procurement

. Schedules

NO O~ WN =

Work site management duties

Reference: YSE, §4

The contractor in charge of management
duties for the work site must be named.
Otherwise, the client will bear the res-
ponsibility.

The management duties for the work site
can be clarified with the task list.

Object of the contract

The supervision tasks and construction and builc
...... construction object.

Principal obligation to render services

The principal obligation to render services inclua
ract's supervision tasks in accordance with §1 of t
and building technology work completed when a:

Secondary obligations

With respect to the PMC's performance, the contr:
gations referred to in YSE (§2) required by the cc

With respect to the secondary obligations referre
also: ......

Project management contract's supervis

The PMC's supervision tasks include the ta:
RT10-10907, LVI 03-10423 (Appendix ....... ), iten
(including project planning, project control and

control, procurement, and construction control), w
tance and deployment tasks, and guarantee perit

Project plan

The PMC prepares/finalises a preliminary project |
it to the client for approval by ....... In the course o
project plan when necessary in mutual understar
ject. Changes to the project plan are subject to tf

Work site management duties

The PMC is responsible for the work site manage

In addition to §4 of the YSE terms, the tasks inclu
ties listed in task list RT 10-10907, LVI 03-10423
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Work site services

Reference: YSE, §3

Specify who is responsible for work site
services and what work is concerned, as
well as, for example, whether any reim-
bursement provisions other than those of
the YSE terms apply for them.

Statutory co-operation

Reference: YSE, §7

When constructing and designing ele-
ments at the same time in a project ma-
nagement contract, it is very important
that the collaboration of the parties work
as planned and smoothly. The obliga-
tions imposed on the PMC for managing
the collaboration should therefore be re-
corded here.

Planning control

Record the rights and obligations assig-
ned to the PMC for controlling the plan-
ning. With the control, design solutions
may be found that promote reaching of
the project's goals.

Expense control, monitoring and
reporting

Agree on how the PMC will carry out ex-
pense control and monitoring and report
on this to the client.

Work site services

The PMC is responsible for arranging wc
to:......

In addition to §3 of the YSE terms and
been agreed on regarding work site sen

Statutory co-operation

The PMC co-ordinates the collaboration
the designers, PMC subcontractors, and
well as separate vendors of the client as
later, are aware of the project goals, progt
ject related to their performance.

The PMC's duty is to keep the clientand ¢
of the project's progress and to inform the
The PMC must immediately communica
present the proposed solutions.

The PMC makes a proposal, with justific
performance that require the client's de:
posals must be prepared far enough in ad
to become familiar with the decision-mak
mostimportantissues affecting the schec
are subject to the client's approval.

Planning control

The PMC controls the implementation de:
curement, and construction. The control
pational safety in their implementation, &
ments. The PMC's duty is to verify the tim
plans as well as theirimplementability anc
make professional suggestions related tc
design. On the basis of the proposals, th
and the main designer ensures the comg
acquires the client's approval for the impl:
construction work.

The PMC informs the client immediately
shall actively propose corrective action.

Expense control, monitoring and

The PMC prepares for and delivers to the
reement a target budget based on a cosi
bution as the basis of cost control and

The PMC is responsible for professional
ring of the project and reports to the clier
expenses and the implementation cost fo
sis, by the ...... day of each month.

The PMC will actively utilise expense mol
rol and procurement and its other contrac
ting a threat of exceeding of the target bu
delay and take the necessary corrective
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2 AGREEMENT DOCUMENTS

Reference: YSE, §12

The contract agreement is based on se-
veral documents that define the task exe-
cution, the final product to be accom-
plished, the process, and reimbursement
to be paid.

Reference: YSE, §13

The order of precedence of the docu-
ments related to the agreement is speci-
fied, particularly if it differs from the order
of interpretation of the YSE terms.

Contract document list

A. Commercial documents

Here, list the commercial documents, in
order of precedence, of the contract. The
names, number, and scope of the docu-
ments may vary from one project to the
next.

B. Technical documents

This section lists, in the order of interpre-
tation, the technical documents of the
contract that describe the construction
object and the requirements set for it.

Reference: YSE, §12 and §13
The relationship of the agreement text to
the YSE provisions can be clarified here.

2 AGREEMENT DOCUMENTS

The contract adheres to this agreement and the |

Instead of §13 of the YSE terms, the order for inte
follows after this agreement document:

Contract document list

A. Commercial documents

Document no. Appendix

Contract negotiation protocol
Contract/project programme

Developer's safety document (RT 80325)
Project management contract's task list RT 1
General terms of agreement of a construction
LVI 03-10277)

Procurement limit appendix

Preliminary general schedule

Preliminary delivery schedule for design doct
Work site supervision and management re.
80328)

10. Project management fee instalment table

11. Preliminary project plan

12. Offer

13. Description of the calculation bases for the ta

©ONSD OhwNh=

B. Technical documents

Document no. Appendix

1. Construction method statement

2. General design
— Architect's design according to list ......
— Construction design according to list ...
— General building technology design
— Structural part maintenance schedule t:

3. Studies

— Foundation survey

— Asbestos survey report

— Condition assessment

— Structural safety risk assessment
ete.

The provisions of this agreement document and th
persede the items in the general terms of agreeme
1998, only insofar as differing text has been writte
documents supplement each other in accordanct
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3  CLIENT'S OBLIGATION OF
CONTRIBUTION

General obligation of contributi-
on

Specify which decisions the client will
make, and how. To ensure the progress
of the project, the client must be active in
fulfilling its obligation of contribution. Cf.
the PMC's collaboration obligation.

The client's obligation of contribution in-
cludes active communication of changes
to the preliminary data that affect the
PMC's performance.

Reference: YSE, §24

The client is responsible for the plans it
has had made and for the instructions,
orders and approvals, and information it
has given.

Record the measures with which the
client creates the overall premise for the
progress of the project's implementation
planning and for the PMC's possibility of
controlling the implementation design
overlapping with the construction.

Acquisition of permits, and is-
sues involving the authorities

Reference: YSE, §8

If the agreement is concluded before ap-
plication for a construction permit, the
agreement should include provisions for
the procedures for and consequences of
a situation wherein the permits may not
be obtainable or are obtained for a consi-
derably changed project.

Reference: YSE, §2

The contractor's responsibilities include
obtaining the permits required in its work.
In some case, the matter of acquisition of
the permits should be clarified.

Plan adaptation and approval

The procedure pertaining to the approval
of plans is recorded.

Delivery of plan documents

Reference: YSE, §8

Record who is responsible for the delive-
ry of the plan documents. Cf. the material
on the PMC's obligation in the 'Delivery
of plan documents' section.

3 CLIENT'S OBLIGATION OF C

General obligation of contribution

Upon the PMC's proposal, the client wil
and/or in the project plan and otherwise re
way that the faultless progress of the prc

The client must actively provide the prelil
implementation, and expenses changes

The design agreements are made on be

The client sees to it that the designers anc
to the client are committed to working so ¢
ject management contract and the goals
on. The design control and management
are reviewed under the client's supervisio
tion design start-up meeting arranged w

Acquisition of permits, and issue:

The client is responsible for obtaining th
The permit has been issued, on ........ ,al
for a permit was submitted on ........

The PMC obtains the permits required fc

Plan adaptation and approval

The client approves the plans before they
plans of designers in contractual relation
of the plans.

Delivery of plan documents

The client is responsible for delivering th
med delivery schedule for plan documer
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Other work and procurement
commissioned by the client

Reference: YSE, §§ 7-8
Record the other work and procurement
that may affect the PMC's performance.

4 QUALITY ASSURANCE

Client's quality assurance

Reference: YSE, §§ 8-9

Record the client's quality assurance
measures.

These assurance measures may involve,
for instance

— addressing of permit issues

— design schedules

— design compatibility

— performance of separate procurement

PMC's quality assurance

Reference: YSE, §10-11

Record the PMC's quality assurance
measures.

The quality assurance procedures can
be described as part of the project plan or
via a separate quality plan.

Describe the content of quality assuran-

ce and the execution responsibilities for

the following tasks, among others:

— Implementation design control

— Procurement

— Subcontractors' start-up meetings,
work stage implementation plans, mo-
nitoring, and trials

— Assurance of readiness for delivery

— Separate plans, if any (e.g., humidity
management)

5 CONTRACT PERIOD

Reference: YSE, §17

Record when the contractor has the
right/obligation to start the work. Tasks
related to project management may start
before the construction work begins.

Other work and procurement commissiol

The client simultaneously has other work done at
contractors and client's procurement'.

The client notifies the PMC later of separate proct
a way that the PMC can consider these and adap
ment.

The potential impact of separate procurement not
contract price and construction time is subject to
amendment work.

4 QUALITY ASSURANCE

The client takes its quality assurance actions to er
al obligations in such a way that the contractor car
obligations. Essential among these quality assur:

The PMC considers to be part of the finalising of th
ce measures pertaining to its performance and t
mance and documentation. The central quality as
project plan to be clarified later and approved by

The PMC sees to the maintenance of an inspectic
on work and monitors the performance of its actiol
for inspection, recording this in the summary sec

The inspection protocol and the related conforme
the review document is signed by the parties as |

5 CONTRACT PERIOD

The PMC commences the project management t:
of the contract / by/from ........

The PMC has the right to begin the construction
must be started by ....... , provided that a final cons
........ and the work at the work site can start .......
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Record the requirements for the comple-
tion of the work and the intermediate tar-
gets.

If the agreement is concluded before the
construction permit is obtained, the pro-
cedures for use n case the permit is not
obtained or is delayed should be recor-
ded.

6 PENALTIES FOR DELAY

Reference: YSE, §18

Record the delay-related penalties to be
collected because of delayed completion
and intermediate targets.

7 GUARANTEE

Reference: YSE, §29
Record the beginning date and the dura-
tion of the guarantee period.

Record the guarantee periods that are
longer than the general guarantee pe-
riod, and indicate who bears the respon-
sibility for these to the client.

Guarantee expenses

In a project management contract, the
subcontractor interfaces may expose wit-
hin-guarantee errors with respect to
which the responsibility cannot be assig-
ned to any subcontractor. For the rectifi-
cation of these errors, a liability reservati-
on may be allocated by the client with
which the correction of the errors is cove-
red. In this case, the agreement must sta-
te whose benefit the non used reserve
will become.

Cf. the section 'Procurement expenses'.

The work must be performed in such a w
cording to a schedule agreed upon /to b
mance is ready and deliverable to the cli

With respect to intermediate targets, the

Intermediate target 1:

The above completion time and intermedi
sumption that the construction permit is fi
layed from this date, the parties will agret
delay separately, with the following groui

6 PENALTIES FOR DELAY

Upon delay of the contract performance f
ract period', with respect to the whole cor
is entitled to receive payment of a delay

7 GUARANTEE

The PMC is responsible for the confori
throughout a term of guarantee, which is
of the entire work site / staged subparts.

Option A:
The PMC transfers the extended warrar
and the respective subcontractors.

In addition to the 24-month general guar:
mance, the PMC sees to it that each of the
ded warranties listed below is directly res
its performance during the following guar
of the entire work site / subparts.

Option B:
The PMC is responsible to the client for

In addition to the 24-month general guara
PMC is responsible to the client for the
throughout the following extended guarai
the entire work site / subparts.

Guarantee expenses

In order to correct such within-guarantee
sibility of any individual subcontractor, ..
amount by which the guarantee expense:
liability of its subcontractors, the PMC b

The guarantee liability reservation is inc
into consideration in the final financial set
ruction expenses, assigned to the guarar
bility allocation remain unused atthe end
nefit remains solely with the client / the
client and the PMC with a ratio of ........
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8 SECURITIES

The project management cont-
ractor's securities

Reference: YSE, §36

Record the securities to be granted by
the PMC that in principle are determined
in the same way as with a total-price
contract.

Record the within-guarantee securities
to be given by the PMC that in principle
are determined in the same way as with a
total-price contract.

Client's securities

Reference: YSE, §37

Record the securities to be granted by
the client that in principle are determined
in the same way as with a total-price
contract.

9 INSURANCE

Reference: YSE, §38

Record the insurance policies to be pur-
chased by the PMC that in principle are
determined in the same way as with a to-
tal-price contract. If the client is not liable
for VAT, the insurance value must include
the value added tax.

Record the liability insurance required
from the PMC and its subcontractors that
in principle is determined in the same
way as with a total-price contract.

10 CONTRACT PRICE

Reference: YSE, §39

The contract price is the reimbursement
paid to the contractor and agreed uponin
the contract agreement. Indicate whet-
her prices including or excluding value
added tax are used in the agreement. Pri-
ces with tax are used when the client is
not liable for value added tax.

8 SECURITIES

The project management contractor's se

To guarantee the fulfilment of its obligations during
bonded with the surety being a bank or insurance
being ........ / other security approved by the cliel

To guarantee the fulfilment of its obligations durin
the PMC undertakes suretyship with a bank or ins
........ / other security approved by the client.

Client's securities

Option A:
The client offers security in the amount of ........ (

Option B:
The client does not provide security.

9 INSURANCE

The PMC will purchase construction work insura
behalf of the client for the estimated realisation cc
value of the client's procurement, the total value |

The PMC must have valid operations liability insur
of reimbursement for an individual damage item it
of the validity and terms of the liability insurance

The PMC must require an operations liability insur:
acting on the work site.

10 CONTRACT PRICE

The client pays a contract price to the PMC for its p
of the client's payment liability, and other terms a

The monetary amounts specified in this agreeme
tax, and the calculations referred to in this contrac
processed, without value added tax.

The value added tax conformant to the applicable
total.
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Payments included in the cont-
ract price

Record the payments included in the
contract price in order to clarify the cost
structure.

With respect to the work site expenses
under the contract, it is possible to agree
also on fixed payments, whose content
must be specified in sufficient detail.

Project management fee

Record the project management fee and
state which expenses are included in the
fee.

Usually, the project management fee of a
project management contract is set at a
fixed amount, but also percentage fees
can be agreed on for individual cases.

With respect to the expenses of the per-
sonnel in charge of the project manage-
ment, it should be clearly agreed whether
they are included, and to what extent, in
the project management fee or in the
work site management and administrati-
on fee.

Work site management and ad-
ministration fee

The work site management and admini-
stration fee must be described in suffi-
cient detail. The compensation usually
includes the expenses of the work site
clerks according to time spent or as fixed
items and the expenses related to the
work site office and other non constructi-
on supplies and minor items as a fixed to-
talamount. Alternatively, it can be agreed
that the above expenses be repaid as va-
riable expenses. To separate the fee and
the expenses from each other, this fixed
part is not included in the project mana-
gement fee.

The grounds for reimbursement for
clerks can be agreed upon on the basis
of the appended table, RT 80328 (the
work site management and administrati-
on resource reimbursement table).

Payments included in the contrac

The contract price is composed of the fo
the PMC as specified below:
1. Project management fee
2. Work site expenses, including
— work site management and admini
— procurement expenses
3. The target-based incentive payment
4. Value added tax

The target price/budget described below
price.

Project management fee

The project management fee, ........ eurc

expenses and responsibilities:

— The PMC's general expenses, risk, an

— Guarantee expenses for which the PV

— Insurance expenses

— Liability insurance expenses, including

— Central office expenses (so-called bu
ministration)

— The expenses of the PMC's central adr
sonnel, with responsibility and similar |
cally agreed that they be included in the
expenses

Work site management and admir

The work site management and administ

sibilities associated with the following ta:

— Work site management and administr:

— The work site office (office supplies, ofi
fety, work management and administra
equipment)

— Arranging of communication, guidance

The work site management and adminis

— avariable portion, composed of the per
listed in the work site management ar
table, Appendix ........ , and their invoic

— afixed portion, ........ euros, which comr
ment and administration expenses

Changes to work site management and

— The quantity of the management and :
time consumed by them, agreed on in
in accordance with the client's or PMC
approval of both parties.

— The client compensates for the cost im
her work site expenses, up to the max

— The total effect of the resource change
less the basis for the changes is addit|
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Procurement expenses

Record the expenses that are included
as procurement expenses. The general
rule is that procurements include all ser-
vices purchased for the actual constructi-
on. Therefore, for example, also the sha-
red-use equipment that serves the work
site would be procurement even if delive-
red by the PMC. (In this section, a fixed
price can also be agreed upon for the
procurement.)

It is recommended that the ownership of
construction tools purchased that ultima-
tely remain as surplus be agreed on (see
Section 14).

The procurement plan should itemise the
items for which the choice of supplier
does not require formal approval of the
client.

For some procurements, there may be
the danger that work included in the pro-
curement, such as paying of statutory so-
cial contributions, is delegated to another
contractor and the same work is paid for
twice. The PMC should pay attention to
this.

To ensure transparency and equal treat-
ment of all subcontractors, the PMC usu-
ally does not have without separate ag-
reement the right to make procurements
from its own company. In certain cases,
such procurement may be justifiable; in
these cases, the procedures to be adhe-
red to should always be recorded in the
agreement.

Option A:

Target price

Record the target price, if any, that has
been agreed upon for the expenses and
the applicable payment obligation.

Procurement expenses

Procurement must be carried out in keeping with t
re approved by the client. The procurement expen:
approved by the client.

Procurement includes all subcontracts and servic
ducts and consumables with transportation and wc
required for the work output, temporary work site
insurance (with excess), guarantee expense alloc
design documents needed for the procurement ar
rement items not included in the project managen
and administration fee.

The limit of the work site management and admir

expenses is clarified as follows:

— The safety structures protecting the work site, s
stairs, and covers, are handled as procuremen

— Work site services (see YSE, §3) are carried o

— Consumables, consumable materials, and ene
district heating) are managed as procurements

— Costs of surveys, permits and services from au
quality assurance services, maintenance book
ces paid to third parties are procurements.

The procurements related to construction and tec
stages needed to produce a finished product or de
usually includes construction products, work perft
quired special equipment, and business services

The PMC's duty is to see to it that auxiliary obligatic
curement are not reimbursed with separately pur

The PMC has the right to include in procurement
from, its own company or within the sphere of its
with the following principles: ......

Option A: Project management contract with targ

Target price

The client undertakes to pay to the PMC for its pe
realised project management fee, the work site me
and the total value of the procurement expenses |
ses exceed the target price, the payment obligatic
low.

The parties mutually set the target price at ........
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If a significant party to the project is still
open to decision when the agreement is
concluded or the initial data are suffi-
ciently lacking to justify the transfer of ex-
pense risk to the client, these elements
can be taken into consideration in the ag-
reement as values that are to be clarified
as realised.

There may not, however, be many
such procurement items, as the scenario
approaches an invoice work contract.

The above items subject to price level
review must be specified in detail, inclu-
ding the expenses allocated to them.

Record how any positive difference with
respect to the target price is to be divided
between the parties.

An upper limit may be imposed on the
amount thus payable to the PMC (the tar-
get-based incentive fee), considering the
controlling effect of the fee's limit.

Record how any excess of the target pri-
ce is to be divided between the parties.

Maximum price

The maximum price constitutes the ma-
ximum contract price. In this section, the
maximum price is specified along with
the behaviour of the maximum price in
the event that the target price changes
owing to additional oramendment work.

The maximum price can be connected to
the applicable target price as a percenta-
ge or euro difference.

Procurement items listed in Appendix ...
initial estimated prices in the target price
the target price is adjusted, in either direc
the difference of the subsequently realise
ce.

If the realised total project management f
stration fee, and the procurement expen
thus acquired are distributed between tt
(client) / ........ % (PMC).

The target-based incentive fee thus paye
ros, however.

The client pays ........ % of the expenses i
mum price.

Maximum price

The maximum price is always the target

The PMC is responsible for the expense
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Option B:

Target budget

A project management contract can also
be performed according to a target bud-
get, which does not bind either party. The
monitoring of and amendments to the
target budget should be agreed upon.

Target-based incentive fee

When using a target budget, the person-
nel can be motivated with a target-based
incentive fee payable if the recorded
goals are met.

Unless the agreement specifies unambi-
guous determination and distribution
grounds for the fee, the agreement
should include provisions for the client's
assessment of and decision on the
payment or amount of the target based
incentive fee. (The client may include
also the designers in the bonus policy.)

11 CHANGES TO THE
CONTRACT PRICE

Effect of data and design clarifi-
cation

Reference: YSE, §§ 1 and 15, and item 3
of §26

Although the design cannot be ready at
the time of conclusion of the PMC agree-
ment, the parties should still, at the ag-
reement stage, specify the issues they
are aware of and the principles for han-
dling them as carefully as possible.

Record the PMC's ability and interest
principle for controlling the design to find
better solutions without lowering of the
target price.

Impact of procurement decisions

Record the procedure and effects in case
there are disputes regarding a procure-
ment decision.

To avoid unnecessary interpretation is-
sues, procurements should be made
only from pre-listed and approved com-
panies.

Option B: Project management contract with targ

Target budget

The client undertakes to pay the PMC for its perfor
project management fee, work site expenses, and
plicable).

The parties mutually specify the target budget foi
work site expenses as ........ euros.

Target-based incentive fee

In addition to the realised project management fee
pays a target-realisation fee to the PMC, if

— the quality goals are met

— the project is completed on schedule

— the target budget is not exceeded

The amount of the target-based incentive fee shall
intended primarily for distribution to the PMC's pr
social contributions from the salary.

More detailed determination and distribution grc

11 CHANGES TO THE CONTRACT PRI(

Effect of data and design clarification

The target budget/price and maximum price unde
data and design from the agreement stage, which
the course of further development of the design ¢

The target budget/price and maximum price are
YSE provisions on additional and amendment wo
is not deemed to be clarification or supplementatic
of completion of the agreement design if it does nc
vel of the site or if it is required for achievement ¢

Any design development solutions or other impron
result in lowered realised expenses not based o
equipment level, or scope and not causing increa
ding shall not change the target budget/price anc

Amendments and additions other than the above
scope, quality or equipment level, or schedule &
schedule impact, handled in accordance with th
ments and additions'.

Impact of procurement decisions

If the client does not approve a procurement pre:
shown by the PMC to be fully conformant to the t
and instead requires a procurement more expensi
getbudget/priceis increased by the difference ent:

The parties have the right to refuse, for just cause
the other party. Such cause is, for example, a bre
basis of experience with the subcontractor conce
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Determining the cost effect of
changes

Reference: YSE, §47

Record how the cost effect of amend-
ment work is defined as a price-altering
factor.

The cost effect of changes on the work
site management and administration ex-
penses can be agreed on as a percenta-
ge of the price changes for the procure-
ment.

Effect of amendment and addi-
tional work on the project mana-
gement fee

Record the cases in which the project
management fee is to be changed.
Usually the project management fee
should be handled as a fixed item, unless
the content or duration of the project ma-
nagement task changes considerably.

Calculation example:

— Project management fee of 100

— Amendment work exceeding the target
price by 20%

— Tolerance set at 10%

— New project management fee of
100+(20%-10%)x100=110

Agreement on amendments and
additions

Reference: YSE, §§ 43, 44, and 46
Record the procedure provisions for
amendment and additional work, which
principally are the same as in a total-pri-
ce contract. (Refer to YSE for the concep-
tual difference between amendment and
additional work.)

Determining the cost effect of che

Changes to the target budget/price and .
additional work will be considered in the g
ra and profit referred to in YSE, §47, sut

Option A:

The work site management and adminis
price are reimbursed at ........ % of the pr
tional work.

Option B:

Determination of the profit-exclusive pric
on salaries with social contributions, trav
muneration, and other work site operatior
centages to be calculated from the proci
— Changes in only materials' quality leve
— Changes to performance included prir
— Other amendment and additional work

In determining the procurement cost of th
tender and labour unit prices from subcc
instance. If these are not available, the wc
mation agreed upon by the parties throu

Effect of amendment and addition
ment fee

The project management fee is fixed unle
ditional work expenses conformant to this
either direction from the agreed-upon ta.

Any changes greater than this will chang
proportional increase or decrease corre
the target values.

Agreement on amendments and &

The PMC must carry out amendment wor
tally alters the nature of the contract per

The PMC does not have a contractual obl
by the client. Should the parties agree or
ment, the same policies and terms as des

ply.

The party that deems the implementation
ment or wishes to change the implement:
must itemise the associated matters in wi
porated into this agreement, the change
price and/or contract time impact, if any,
amendment work is commenced. A writte
representative of the client shall constitu
minor and urgent changes as referred to

site journal entry constitutes the order. Ev
must be agreed upon in writing without ¢
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Reference: YSE, §46 and §59

Record the amendment and additional
work authorisation of the client's rep-
resentative.

12 PAYMENT OF THE
CONTRACT PRICE

Reference: YSE, §40
Record the payment methods by expen-
se type.

Project management fee

A separate instalment table is usually
prepared for the project management fee
payment.

Work site expenses

Record how often work site expenses are
to be invoiced, how they are itemised,
and which vouchers are needed.

When using electronic invoicing, record
how the correctness of the transactions
is verified.

Reference: YSE, item 5 of §36

Record the amount of the advance
payment and the term of payment, as
well as the repayment of the advance.
The purpose of the advance payment is
to keep the PMC's liquidity at such a level
thatthe PMC does notincurinterestinco-
me or expenses.

Payment of the target-based in-
centive fee

Clarify the premise for payment of the tar-
get-based incentive fee, if the incentive
fee's terms have been incorporated into
the agreement.

Time of payment

Reference: YSE, §41

Record the terms related to the time of
payment and the obligation to pay inte-
rest in the event of delay.

Amendment and additional work can be ordered

Minor and urgent changes as referred to in YSE, §

12 PAYMENT OF THE CONTRACT PRIC

Project management fee

The project management fee is paid monthly as ir
the instalment table, Appendix ........

The last payment of the project management fee is
ce and deployment tasks (see Appendix ........ ) he
cial settlement has been arranged.

Work site expenses

The work site expenses are charged via a summai
itemised as work site management and administr
ses components. Vouchers documenting the base
ses are included with the invoices. Procurement
client when the PMC has approved an invoice of

The client remits to the PMC an advance payment
........ euros, upon signature of the agreement and «
curity.

The amount of the advance already paid is deduct
separate credit invoice amounting to ........ euros
the total amount of the summary invoice.

Payment of the target-based incentive fe

The target-based incentive fee is payable when t
the financial settlement has been completed.

Time of payment

The time of payment s ........ days from presentin
Should the client be delayed from making a payn
delivery within the agreed-upon time, the client m
interest legislation on the overdue amount.
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13 PRICE REFERENCES

Reference: YSE, §48 and §49
Record any price references, such as
clauses related to index prices.

14 OWNERSHIP

Reference: YSE, §§ 51-53

Particularly with buildings to be demo-
lished, the ownership of the instance to
be demolished should be agreed upon
differently than in YSE.

Similarly, any machines, devices, etc.
should be processed when purchased
for the project and paid for by the client as
work site expenses.

15 MONITORING

Reference: YSE, §60-61
Record the personnel who are to carry
out monitoring.

16 WORK SUPERVISION

Reference: YSE, §56, items 1 and 2
Reference: YSE, §56, items 1 and 2
Record the PMC's work supervision and
competent representatives.

17 OCCUPATIONAL SAFETY

Reference: YSE, §57

Record the PMC's obligations regarding
occupational safety and other occupa-
tional protection.

According to the occupational safety le-
gislation, people working at a constructi-
on site must have specific identifiers and
the client must oblige the contractor to
see to these in the agreement.

In conformance with good occupational
safety practices, also the PMC is obliged
to see to the access passes for the work
site.

13 PRICE REFERENCES

14 OWNERSHIP

Construction equipment purchased for tt
inventoried at the end of the project, and
client. The sales income is credited agai

15 MONITORING

On behalf of the client, the contract per

16 WORK SUPERVISION

On behalf of the PMC, the work supervist
work and responsible for the constructic
performance in the manner referredtoin®
resentative of the PMCiis ........

17 OCCUPATIONAL SAFETY

The PMC appoints, and, before the cor
client with written notification concerning
representative, sees to the general man
the safety of and health at the work site ar
gements, adapting of functions, and the
construction area.

The PMC will arrange - and be responsibls
on site bearing - a visible identifier with a
identifier must indicate whether the persc
party or an independent performer of wo
employer's name.

The PMC sees to it that each person wo
granted by the PMC and is responsible fo
is maintained, which shall include the em
on the company employing each.
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18 SPECIAL PROVISIONS

Confidentiality
Communications
Transfer of agreement

19 SHARED DELIVERIES

Reference: YSE, §§ 65-71

Record special procedures applying to

shared deliveries, such as those for

— reviews

— the start-up meeting

— control group meetings

— the implementation design start-up
meeting

— design meetings

— procurement meetings

— work site meetings

— contractor meetings

— user meetings

— acceptance procedure

These issues should also be addressed
in the project plan.

20 RESOLUTION OF DISPUTES

Reference: YSE, §92
Record the procedure for settlement of
disputes.

In a project management contract based
on collaboration, it is natural to agree on
the use of a commonly selected expert to
avoid court proceedings for handling of a
dispute.

The PMC prepares common and general safety it
ding, for example, a safety plan and the work site
approved by the client. In the safety instructions, tt
the developer's safety document's provisions (Apg
the safety instructions it has prepared in its subct

The PMC will keep the information in Appendix .
ment, pertaining to the work site up to date and de
client, designers, and other contractors.

The client will see to it that the client's subsidiary cc
tifier and access pass requirements for the work s
tions of the PMC, also ensuring that these subsic
adhering to said instructions and orders.

18 SPECIAL PROVISIONS

19 SHARED DELIVERIES

20 RESOLUTION OF DISPUTES

Any disputes arising from this agreement are to b
negotiations of the parties.

Should the parties not reach mutual understandint
her, settlement is sought on the basis of a reconcil
experienced expert selected and approved mutue
be highly familiar with the construction industry a

Should the parties not reach mutual understandin
division of the arbitration expenses, or the schedu
approve the reconciliation proposal of the arbitratc
thereon, the disputes will be settled by a court of a
her of the parties so demand.
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21 DATE OF, AND SIGNATURES
TO, THE AGREEMENT

The agreement is dated and signed.

Appendices

21 DATE OF, AND SIGNATURES

This agreement has been executed in twc
for the project management contractor.

In witness whereof

Appendices: ... items
- Appendix 1:........
- Appendix 2: ........
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