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The Danish Road Directorate

... iIs responsible for the state-owned roads.

We promote an integrated road and transport system.

With special consideration to our environment, we are working
towards a safe, secure and easy journey on the roads for people as
well as for goods.
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State roads In Denmark

= 3,790 km state roads

= 5 9% of road network in
Denmark

= Carries 45 % of the
road traffic
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Ongoing large road construction projects

Skagen ﬂ?;?;f:;’;ﬁe?m - Budget for ongoing large road projects: 2010-2018
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Major road project phases

Feasibility

studies

EIA Project Project Construction OPERATION
studies for inspection for construction

DECISION PROCESSES

Act of Planning Act of Construction Project approved by  Land Acguistion Transition to Operation
the Commission for Land Acquistion
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How budgeting was performed in the past

= Successive Calculation: "The three point method”:

* Most likely estimate (50% fractile)
—> The project appropriation.

100

R
2 80 90% = 2481
%‘ 60 50% = 2243 /
_§ 40 /
& 20 10% = 2007 -
0 —K 1960 = 6%
1600 1800 . 2200 2400 2600 2800
Mkr.
= Nothing wrong with the model
|

But it was to difficult to handle in a political proces
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Project
costs
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Final costs 1
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Experience
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New principles of budgeting

In 2007 it was decided to introduce new budgeting principles for construction
projects. The key principles are:

- Before the political decision:

- Strenghtening the internal quality assurance of the estimated
construction cost budget

- A simple model for determining project reserves
- Risk analysis

- External quality assurance of the estimated construction cost
budget

* During construction:
- "change log”
- All changes have to be financed
- Risk mangement system
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Budget composition

«— Central reserve

. 20 %
Ambitions:

10 %

«— Project reserve

«— Experience based

= Keeping the budget is

cost increases

essential
«— Contracts
= Obtaining the best and Estimate
cheapest lifecycle cost « Land acquisition

" COSt Contromng at <« Design, supervision
several levels and administration
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The change log: How does it work?

= Every cost related change is recorded when spotted
= The change has to be financed by one of the project reserves

= (Gives a on-going overview of reserves

= Possibility of "early warning” based on project progress and risks

Project

costs
Final costs 4
COther costs

Experience
based cost
increases

Estimated Changes
quantities ./‘/ l -

and prices

8 jT’\_

Financed by...

' Y
Design phase Contract Construction
B Actual consumption O Estimate B Experience based cost increase O Project reserve
Current prognosis . ‘ \T]
Project appropriation (
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16-09-2010 The 4th Concept Symposium on Project
Governance

Committed part of
the reserves

Total reserves

e
V Vejdirektoratet



Risk management
= A new it-system has been established

= Objectives:
 Identify, assess, manage and mitigate significant risks and
uncertainties

* Increase awareness and attention given to uncertainty and risk
In cost estimating and in project management

«  Systematic registration and documentation of economic project
risk development in hazard log
« Manage economic project risk in all projects consistently
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Risk Management Report

Statusrapport

Risikoanalyse
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Hazard log

fd Vejdirektoratet Risikodatabase
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The "One Pager”

Provides an overview for the
management of the current statu
of each project concerning:

» Master data (Construction Law,
Purpose, Opening year)

 Status from the Project Manager

 Timeline with milestones (initial vs.
current)

 Project budget vs. Appropriation

* Current vs. Initial annual budget / e

* Risk matrix and Top 10 risks
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So, how iIs it going?

= |n general we are satisfied.
- The change log has been implemented.
» The risk management system has been implemented.
* The "One pager’ has been implemented

- Larger organisational focus on budgeting have resulted in more
qualified budget estimates

- Better cost management and transparency during the project

= We are currently experiencing large savings due to the
market situation

= The projects are generally finished in time - or before!
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Thank you for your attention!

—
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