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Overview of the project

PUBLIC SIDE: 

 Tallinn Municipality’s (City of Tallinn) tender for renovation and 30-
years of facilities management services of 10 public schools

 Altogether 10 schools = 52 000 m2 of net area, which were divided 
into 2 separate lots of tender under same conditions

PRIVATE SIDE: (winner of the tender eg Private Partner)

 carries all the costs related to renovation, refurbishment and 
further facilities management of the schools;

 will be paid monthly service fee (rental fee) over 30 year period



Overview (continued)

• Winning criteria for bidder (evaluation criteria): 

 rent price offered to City - 85%, 

 business plan presented- 15%

i.e. price offered was more important than business plan 

• Timeline:

 preliminary offer (qualification): 1 months since the start

 selection of Private Partner + negotiations : 2 months

 renovation of schools, incl architectural design and layout:  apprx 22 
months



Schools involved in project

• Altogether 10 schools = apprx 52 000 m2 of net area

• Built originally mostly from 1960’s to 1980’s, generally in very poor shape 
and condition

• Project works include renovation of all schools buildings + some 
reconstruction (increasing no. of classrooms, new gym etc., changing use 
of rooms and renovation according to the terms and regulations of 
modern schools)

• Private Partner is responsible for project design in co-operation with 
school administration



Example Schools before renovation works 



Private Partner’s Tasks

• Renovation

 Full project design and layout in co-operation with the school board 
(each architectural design must be approved by school’s 
administration)

 Organising renovation/reconstruction works in time :
every school has fixed deadline for renovation works, apprx timeline 
is 8-9 months for design and 11-12 months for construction works.

 Financing design and renovation 

• Facilities Management

 Cleaning, maintenance, H&S, partial refurbishing, intermediation of 
other necessary services



Project Scheme

City

Private Partner

Constructor -

renovation works

FM services –

after renovation 

works completed

Investor-finance

Guarantor



Legal

There will be 2 long term contracts between the public and private partner:

 Rental agreement – separately for each school

 Ground lease agreement – separately for each school

Both contracts have duration of 30 years. 



Qualifying

• The bidding team must either consist of the Partner (bidder) and 
Guarantor (Constructor or Developer)

or

• Group of partners where at least 1 partner fully applies to qualification 
terms (Constructor/Developer)

The following requirements apply for Partner:

• Registered under Estonian law in commercial register

• Solvency, no bankruptcy or liquidations procedure may be started against 
the bidder

• No tax claims



Qualifying criteria

Partner (bidder)

• Has to present a valid business plan and guarantee from any bank with 
internationally reqognised rating higher than BBB+

• Has willigness to conclude a long term rental agreement according to 
terms described in tender documentation

• Company participating in tender, will be the only legal party which will 
have direct contracts with the City

• Responsible for project management, organising all the finances, carrying 
out the development procedures and future facilities management 
services according to the contract.

• Has to provide bank guarantee of 0,42 MEUR for each school during the 
construction period + 6 months (apprx MEUR altogether)



Qualifying criteria

Constructor

• Registered in Estonian Register of Economic Acitivities as Constructor

• Revenue of 2003, 2004, 2005 must be at least 22,4 MEUR on each year

• Must have completed at least one similar object (school, business, or 
public building) as main contractor during the past 3 years

• Has got ISO 900, ISO 14001 or similar

• Has the National Heritage Board license for renovation of buildings under 
heritage protection



Qualifying criteria

Developer

• Must be active in the area of real estate brokerage or development

• Must have developed at least 3 similar object in total of 25 000 m2 during 
last 3 years, whereas “developing” must consist of

1) Organisation or ordering of project design and construction

2) Organising of sale or rent of the building

• Equity of the company must be at least 2 MEUR at the end of each of the 
financial years 2003, 2004, 2005

• Net profit of the company must be at least 1,3 MEUR on each of the 
financial years 2003, 2004, 2005



Qualifying - bidding scheme chosen

Partner + Guarantor, where:

• Partner : SPV, 100% owned by U.S.Invest

• Guarantor : ISS Global

Also, all different participants where presented in Partner’s business plan:

• Equity investor : U.S.Invest

• Investor : any commercial bank suitable of project needs

• Constructor : KMG Ehitus

• FM services will be provided by ISS Estonia



Project Scheme

City

Partner
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Partner

• Company set up to carry out Public Private Partnership projects 

• 100% sub - company of U.S.Invest (equity investor in current project)

• Has got experience in Tallinn’s schools project – partner in first Tallinn –
Public Private Partnership project

• Has succesfully completed all 5 school’s renovation works and currently 
provides all necessary FM and legal management of Tallinn’s Schools PPP 
in Tallinn

• Recieves monthly rental payment fees for each 5 schools from the Tallinn 
City.

Partner: Vivatex Holding



Guarantor

• Must qualify under the conditions of the tender (in our case – qualified as 
Developer )

• Must guarantee all obligations of the Partner for 3 years, in total 
approximately 0,5 MEUR

• Provider : ISS Global (qualified as Developer)



Constructor

• Company carrying out the construction works

• Service provider: KMG Ehitus

 has experience in building / renovating schools

 strong co-operation with U.S. Invest

 dynamic organisation, capable of competitive pricing and flexible -
taylor made approach



Facilities Management (FM)

• Responsible for Facilities Management over 30-year rent period.

• Includes following services:

 cleaning services, janitory services, H&S, etc.

 technical maintenance

 waste management

 renovation / refurbishment

 intermediation of communal charges

 technical security management

Service provider: ISS Estonia 



Investor

• Investing capital of ca’ 30 MEUR over long term

• Could be:

1. Bank – will provide up to 90% of costs with ca.  0,5% margin + 
base rate for up to 30 years

2. Property investor – could provide up to 100%, estimated yield ca. 
7%

3. U.S. Invest – ready to provide all necessary capital, but has higher 
return expectation

4. Mixed – layered financing to allocate different risks to different 
return expectations

Providers:  Handelsbanken and equity investor: U.S.Invest



Example Schools – current view



Current situation

• All 5 shcools renovation works where completed in time (2 schools among 
them where both completed before actual deadlines)

• Facilities management services in these schools provided on daily basis by 
ISS Estonia

• Vivatex Holding recieves monthly rental fee from the City

• No major setbacks have occured during the first years

• City has recently announced similar PPP projects tender
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