Ministry of Infrastructure
and Water Management

REPORT ON THE INFORMATIVE TALKS RELATING TO THE MAIN
SERVICE PROVIDER WORK PACKAGE

Dates: 23 November 2020 - 21 January 2021
Location: Online meeting

Note: These informative talks started before the resignation of the Rutte III government on
15 January 2021. The consequences of the current caretaker status of this governmenton
the schedule for the implementation of the Heavy Goods Vehicle Charge Programme are
being investigated and will be communicated to the market as soon as possible.

Agenda and topics discussed

During the period from 23 November 2020 to 21 January 2021 inclusive, informative talks were held
with various market parties which are active in the toll sector but which are not EETS providers, as well
as with parties operating in the payment industry. The agenda below served as a guide for the talks
with all participants. In connection with these talks the present general report was drawn up in relation
to the Main Service Provider (MSP) work package.

No rights may be derived from the present report, the discussions that took place or the presentation
used. You can view the presentation shown during the talks below this report.

During the same period, informative talks were held with EETS providers, and also with market parties
in relation to the ‘Observation’ work package. Reports have been drawn up on these talks as well, which
can also be found on the Heavy Goods Vehicle Charge website: www.vrachtwagenheffing.nl.

The following topics are discussed during these talks:

Timeline and process for the Dutch Heavy Goods Vehicle Charge System
EETS strategy

System architecture

Main Service Provider (MSP) work package

Figures

[Optional] Outline of the conversation partners operational activities
Additional questions and answers

Nounhkwnhe

Representatives of the Heavy Goods Vehicle Charge Programme, referred to below as 'I&W’ (acronym
for the Dutch Ministry of ‘Infrastructure & Water Management’), started the talks by referring to the
informative sessions held previously during the market information meeting in October 2019.
Subsequently, those present were introduced to one another. The parties involved in the talks are
referred to below as conversation partners.

The talks lasted for up to 90 minutes and the purpose was the same for all conversation partners: to
bring everyone up to speed on the current status of the implementation of the Heavy Goods Vehicle
Charge in the Netherlands and to discuss any technological developments taking place.


https://www.vrachtwagenheffing.nl/english
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Timeline and process for the Dutch Heavy Goods Vehicle Charge System
I&W presented the expected schedule for the implementation of the Heavy Goods Vehicle Charge in the

Netherlands, as amended since October 2019. They emphasised that it merely concerned a preliminary
schedule.

The expectation is that the tendering procedure for the Main Service Provider (MSP) work package will
start in 2022 and the contract will be awarded in 2023.

Whenever the schedule is amended, the conversation partners will be informed about this. The intention
is to align the provision of information to EETS providers and to the potential MSP market parties as
much as possible.

EETS strategy (unchanged since October 2019)

I&W'’s intention is to adhere to the EETS Directive which regulates system interoperability and the
exchange of toll data between EU countries. I&W provided an explanation on the so-called EETS
strategy for the Heavy Goods Vehicle Charge System in the Netherlands.

In the Heavy Goods Vehicle Charge System two types of toll service providers will be involved, which
will operate in parallel and will each play their own role in the calculation and collection of toll fees. The
two types of provider are as follows:

1. EETS providers: These are private parties which are active in the European Electronic Toll Service
(EETS). These service providers will be admitted to the Heavy Goods Vehicle Charge System
according to a so-called ‘open house’ model. Based on the EETS Directive it must be possible to pay
toll fees in several different Member States by means of a single OBE device (on-board equipment).
The objective is to have transport companies use the services of EETS providers as much as
possible;

2. A main service provider (MSP): This is a private party selected by the toll charger via a tendering
procedure. This main service provider will provide the same services as the EETS providers, but will
have additional obligations, like a duty of acceptance requiring the MSP to accept all parties liable
for payment as a customer on request.

Because the EETS providers and the MSP will basically provide the same services to their customers, the
same technical requirements will largely apply to both.

The accreditation procedure for the EETS providers offers the possibility — in case of timely accreditation
- to have a certain time-to-market, before the go-live date and the entry into force of the toll service.
During this period, the EETS providers will have the opportunity to conclude new contracts with
customers or to add the Dutch Heavy Goods Vehicle Charge to existing contracts.

I&W answered the following questions on this topic:

Question: To what extent will there be any collaboration or information exchange between the EETS
providers and the MSP?

Answer: Collaboration or information exchange between the EETS providers and the MSP is not
expected to occur. EETS providers and the MSP will work independently from one another and perform
the same tasks: the calculation and collection of the toll fee owed by their customers and the transfer of
that fee to the toll charger. They will each have their own customers for whom they will calculate,
collect and transfer the toll fees, and they will also each have their own contract with the toll charger.

Question: Can I&W give an estimate of the size and the possible division of the market of EETS
providers and the MSP?
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Answer: It is not possible to make any specific statements about this. The Belgian heavy goods vehicle
charge can help to give an indication, but this system differs from the Dutch scheme on a number of
aspects.

I&W also referred to the report entitled ‘The market segmentation of road transport in the Netherlands’,
which is available on the website www.vrachtwagenheffing.nl and offers more background information
on the market for Dutch goods transport.

Partly based on this study, the expectation is that the market share of the main service provider may be
substantial, in view of the large number of occasional users from other countries. They rarely drive in
the Netherlands and may not feel the need to have EETS on-board equipment (approx. 700.000 heavy
goods vehicles). This may also apply to hauliers that only conduct local transport within the
Netherlands (approx. 50,000-60,000 heavy goods vehicles).

System architecture

I&W provided an explanation on the basic architecture of the Heavy Goods Vehicle Charge System. The
intention is to use a GNSS-based ‘toll service provider dominant scenario’, like is used in Belgium. This
means that the toll service providers are responsible for recording vehicle movements, calculating and

collecting toll fees, and transferring the toll payments to the toll charger. Map matching will be carried

out by the toll service providers themselves.

I&W provided an extensive explanation on the toll charging process and the role of the toll service
providers. Correct recording of vehicle movements will be the responsibility of the toll service providers;
the degree to which they meet the technical and other requirements imposed will be tested beforehand
by the toll charger during the accreditation procedure, and can subsequently be verified through sample
checks.

The risk of non-payment of toll fees by a customer liable for payment will be borne by the toll service
providers. As soon as a toll service provider has calculated the toll fee owed and notified the toll charger
about it, the toll service provider will be obliged to transfer this amount to the toll charger within a
certain time frame, regardless of whether or not the toll service provider has successfully collected the
amount from the customer concerned.

The toll charger will be responsible for enforcement and will use permanent roadside equipment, mobile
roadside equipment and mobile enforcement teams for this purpose. The roadside equipment will check
whether a vehicle has operational OBE, whether this OBE corresponds with the vehicle concerned, and
whether a valid contract has been concluded with a toll service provider (EETS provider or the main
service provider). These enforcement data obtained on the roadside will then be compared to the
enforcement data of the toll service providers in a central control room operated by the toll charger. If
any violations are observed, the toll charger may impose administrative fines on the parties liable for
payment. For the collection of these fines, the Central Judicial Collection Agency (CJIB) will be deployed.

The toll charger’s central system will be set up based on the latest standards.
I&W answered the following questions on this topic:

Question: Will the main service provider have to share enforcement data with the EETS providers?
Answer: No. The enforcement data collected by toll service providers will only be provided to the toll
charger. The toll charger will receive information from the toll service providers (EETS providers and the
MSP) and from the roadside equipment. The provision of enforcement data by the toll service providers
to the toll charger will be based on ISO 12855. The information being provided will include, among other
things, the exception list (whitelist or blacklist), customer details (e.g. the existence of a valid contract)
and OBE identification numbers.
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Some conversation partners mentioned the technological innovations in this area, especially the various
telematics - and smartphone solutions being developed for toll charging. Within a few years, these
innovations may be fit to replace the on-board units which are currently used.

Question: Will toll service providers that use innovative solutions be admitted to the Heavy Goods
Vehicle Charge System?

Answer: I&W welcomes technical innovations with regard to OBE, which is why such innovations are
being taken into account in the development of the system architecture.

Main Service Provider (MSP) work package

I&W provided an explanation on the preliminary assumptions for the main service provider. These
assumptions had been formulated so that they could be discussed with the conversation partners, in
order to arrive at more definitive assumptions later on.

The value chain of the main service provider was discussed; it is identical to the value chain of the EETS
providers. The main service provider will primarily provide the same end-to-end services as the EETS
providers will provide to their customers. The differences between the EETS providers and the MSP are
as follows:

e A call for tenders will be issued for the main service provider, whereas for the EETS providers the
‘open house’ model will apply;

e The main service provider will have a duty of acceptance and cannot demand fees from customers
for its services;

e In exchange for the OBE a deposit will be collected, which will flow fully or partly to the State of the
Netherlands, subject to an arrangement for replacement of defective OBE, of course;

e The main service provider can only calculate the toll fee owed, collect it and transfer it, but cannot
offer any value-added services (VAS) to license plate holders or third parties;

e The main service provider’s OBE will only work in the Netherlands;

e The main service provider will have a humber of additional obligations, like the supply of a
guaranteed number of OBE (yet to be determined), the creation of a stockpile of replacement OBE,
the set-up of a multilingual call centre, and the operation of service points for OBE;

e Customers cannot pay in cash.

Topic
Admission to the market

Contracts with customers
Fee for services (customer
side)

Deposit for OBE

(customer side)
Value-added services

Service provision outside
the Netherlands

Additional obligations

MSP
Tendering procedure

Duty of acceptance
No fee received from customer

Compulsory for customers

Only possible with permission
from toll charger
Not possible

Supply of guaranteed number
of OBE, stockpiling of
replacement equipment, set-up
of multilingual call centre, and
operation of border service
points
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Payment options for the Only guaranteed payment EETS provider is free to choose
party liable for payment methods; no possibility of cash
payments

With regard to the intention to set up a cashless system, the conversation partners indicated that this is
feasible, but that it may result in a small percentage of customers (‘parties liable for payment’,
particularly people without a bank account) not being able to use this main service provider. This may
mean that some parties liable for payment will not be covered by the main service provider’s services.
I&W indicated that they will further investigate this.

The main service provider will not play a role in enforcement, and will not be asked to realise the toll
charger’s back office either.

Remuneration

Toll service providers (EETS providers and the MSP) will be remunerated for their services by the toll
charger. The framework for this is included in the EETS Directive, article 7.3. For the same services
which are provided both by the main service provider and by the EETS providers, they will both be
remunerated in accordance with the EETS Directive based on a similar structure. Based on the latest
knowledge, this means that they may both receive compensation for the costs hypothetically borne by
an average service provider, supplemented with a fee for risk and financing costs.

The fee for the services and risks that specifically apply to the main service provider (in addition to the
services similar of an EETS-provider) may be part of the tendering procedure and may therefore be the
result of a competitive process. I&W indicated that at the moment the expectation is that the
performance contract (a DBFMO contract) between the toll charger and the main service provider will
have a term of 7 years, with a possibility of extension. The 7-year period is based on an estimation of
the average economic lifetime of the on-board equipment and the back-office system. Some
conversation partners indicated that this period of 7 years may be too short, also in view of the time
needed to recover the costs of their investment.

I& W answered the following questions on this topic:
Question: What risks are associated with the services provided by the main service provider?
Answer: The three main risks for the main service provider will be as follows:

e Pre-financing: The main service provider must in principle (pre-)finance its activities and will only
receive remuneration when toll fees are actually being transferred to the toll charger. This will
involve a volume risk, because of the potentially large number of OBE which the main service
provider has to supply before the start of the Heavy Goods Vehicle Charge System, as well as the
volume in terms of toll-amount (#clients and #kilometres). The number of users will remain
somewhat uncertain until the start date, despite the expected measures taken to gain early insight
into the market shares of the EETS providers. The conversation partners stressed the importance of
this risk. I&W indicated that they are considering the introduction of a milestone payment in return
for the supply of the OBE. This will cover the majority of the pre-financing costs and will reduce the
volume risk of the main service provider. The remaining part concerns the set-up of the MSP
organisation and the associated support systems which need to be pre-financed. The conversation
partners welcomed the possibility of a milestone payment;

e Tollrevenue risk: The main service provider will bear the risk of the number of customers
decreasing during the contract period (for instance due to gradual growth of the EETS market),
resulting in the revenue related to the decreasing number of toll kilometres recorded, while a large
share of the costs will remain the same and there will not be any opportunities for creating
additional income, like via VAS. In addition, the number of future customers and the number of
kilometres to be driven are uncertain. Because the MSP will not be able to actively recruit
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customers, this is an inherent risk. I&W is looking into options to mitigate these risks.

e Risk of non-payment: The main service provider will bear the risk of hon-payment of toll fees
owed by customers (parties liable for payment). This risk will be greater for the main service
provider, because it must accept all parties liable for payment as a customer on request. This
includes less creditworthy customers. I&W indicated that the risk of non-payment may be mitigated
by allowing the main service provider to demand the use of guaranteed payment methods from
license plate holders, as is done in Belgium as well. In Belgium this measure looks like it has kept
the risk manageable. In addition, customers can be blacklisted in case of hon-payment.

Question: Will it be possible for the main service provider to offer value-added services to its
customers as well?

Answer: I&W indicated that they do not expect this to be possible at the moment.

Figures

I&W referred to the figures and other information already published on the website (including the
presentations of the marketinformation meeting of October 2019 and the following two reports:
‘Understanding the EETS provisioning market’and ‘The market segmentation of road transport in the
Netherlands’). I&W estimates that a significant share of the parties liable for payment, both those that
remain within the Netherlands and those that cross the border only incidentally, may end up using the
services of the main service provider because of their limited number of movements in the Netherlands,
their limited numbers of kilometres, or for other reasons.

[Optional] Outline of the conversation partners operational activities
The conversation partners were offered the opportunity to further explain their operational activities.

Additional questions and answers

The participating conversation partners were able to ask questions both during and after the
presentation. For the purposes of the present report, the main questions have been incorporated into
the sections above. The conversation partners indicated that they feel like they are being informed
properly and they appreciate the regular opportunities to discuss the progress of the Heavy Goods
Vehicle Charge System.

Question: Will it be possible to take partin the tendering procedures for multiple work packages? And,
in addition to that, will it be possible for EETS providers to also take on the role of main service provider
under a different name, via a subsidiary?

Answer: I&W indicated that the rules for the tendering procedures have not yet been laid down. The
intention of I&W is not for EETS providers to take part in the tendering procedure to simultaneously and
(via the same legal entity) fulfil the role of main service provider and the role of EETS provider in the
Dutch Heavy Goods Vehicle Charge System. The roles of the main service provider and of the EETS
providers must be kept separate.

Question: Will it be possible to form a consortium of various parties for the role of main service
provider?

Answer: I&W indicated that a collaboration of multiple parties is indeed permitted, and that it actually
makes sense. After all, in other countries the role of the main service provider has often been
commissioned to a consortium as well. It is important, however, for the tasks of the main service
provider to be offered end-to-end by a single legal entity (possibly based on a collaborative
partnership).
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Question: In the context of the possible formation of a consortium, some conversation partners

indicated that it will be challenging for them to identify possible partners to work with. How can this be
facilitated?

Answer: I&W indicated that they expect to organise another market interaction meeting in 2021, for
which interested parties will be invited and where they may be able to meet, provided that the
circumstances allow this.

I&W also drew attention to existing conferences with regard to toll systems, where parties can interact
with one another. Examples of this are Intertraffic Amsterdam, IBTTA conferences or the annual Road
User Charging Conference.
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THIS PRESENTATION WAS USED FOR THE INFORMATIVE MEETINGS NOV '20 - JAN "21
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Code of conduct

> Participation is not obligatory in order to participate in future market consultations, accreditations or calls
for tender.

> Parties cannot derive any rights from their participation in this information meeting.

Regarding questions:

> We aim to be as transparent as possible, to share information where available and final and discuss
items to explore possibilities.

> If decision-making is not yet clear or final, no anticipation is made except for exploration purposes.

> Questions are answered as much as possible during the meeting, but you can also come back to them
later in writing.

> Orally provided information (by IenW-team members) has no status.
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This meeting: inform and explore

1. Objectives

« Sharing information, based upon market interaction day 2019: same
knowledge base

« Better understanding of market: needs, concerns, techniques and
developments

2. Exploration: possible interest of the market in the HGVC scheme,
with a focus on the main service provider

3. Q and A’s: understanding mutual goals and interests



Agenda

1. An explanation by the Ministry regarding the technical characteristics,
the process and timelines of the HGVC scheme;

2. [Optional] A presentation of your business activities, where possible in
relation to electronic toll collection;

3. Q and A
Questions from the Ministry about the company vision / ambitions with regard to the
Dutch HGVC, the role of the main service provider and other relevant matters;

« Questions from the Ministry towards the company regarding the EETS-aspects of the
envisaged HGVC, including possible experience of the company with relevant
technical interfaces and tolling services;

* Questions from the companies’ perspective concerning the items above.
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Provisional timelines and process

| 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 2025

2| & A Ra
Phase 0 Phase 1 Phase 2 HGVC Bill & Phase 3 Phase 4
Initiative Policy Preparations of the systems Realisation of the systems Operational implementation

Bl

3

> Political > Governance > Market . TDS & EETS
- Advice council of state - - Decision Q1 2021: - Consultation: first half .
end '20 more information 2021 - workpackages - TDS published: Q4 2023
- Law: aim to pass shared after that Accrediation, MSP & —  Start EETS-
parliament - feb 21 Observation accreditation: Q1 2024
- National Elections: - %azr; tender MSP: Q2

March 21
- Contracting MSP: Q3
2023



EETS & MSP strategy




Strategy

> Facilitate EETS-providers’ access to the
market

- Preferably simultaneously and as from go-live

European Electronic Toll Service

L8 0.8 8 ¢

> Appoint a Main Service Provider

- Coverage of 100% of users by EETS providers at go-live is unrealistic

> Policy framework: using services of EETS-providers as much
as possible



Scope

> Coverage of 100% of users by EETS-providers at go-live is
unrealistic

> Scaling and scoping MSP relates to market/EETS-appetite

> The Dutch MSP will not:

- be responsible for enforcement

- build the TC’s back office, enforcement equipment, etc.



Architecture of
the scheme




The basics
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The EETS concept
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Main service provider

s TS s
s G BELS g
PO TN

EETS
SERVICE
PROVIDERS

CHARGER

13



Overall view - the happy flow

‘gj‘ GNSS (GPS Satellite Navigation)
N
i \\\ ~\\\‘~
’ \

’

oo A
e, =1 Igu,. IRl A 5%l

Service o
. Providers “‘ IEo’ <+
Contract, Invoice & Registration Data

Payment
Contract & Payments I Declarations

Tollcharger léor w




Overall view — monitoring & enforcement
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Overall view
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Main service provider
(MSP)
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Value chain: activities of (M)SP
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Exploration of EETS-remuneration

> Approach: cost-plus based related to an average EETS-
provider

— Plus: WACC for risk and reward



Facts & figures

It is your
(business)case

FOR DISCUSSION PURPOSES ONLY



Breakdown yearly toll charge 650 M Euro

Type of road

Total # of toll KMs p.y.
by NL carriers

3.800 M B ) 570 M Euro YT

Toll roads
Non-toll roads

Total # of toll KMs p.y.

Total # of toll KMs p.y. 13%
Total Toll Charge p.y. by foreign carriers
m m 80 M Euro 12%
87%

Average toll charge p.km

INDICATIVE FIGURES
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INDICATIVE FIGURES

Breakdown of # trucks:
indication of # OBE

Key figures — Trucks

Total # of trucks NL

- B

Total # of trucks

850.000

Total # of

trucks(®) foreiin

1000

Foreign
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[Optional] Presentation

of your business activities,
where possible in relation

to electronic toll collection

FOR DISCUSSION PURPOSES ONLY



Q&A

+ What is your view on the remuneration
scheme?

« What is your view on the conditions and
functionalities of the MSP?

« What is your view on our technical
interfaces and requirements with regard to
your business activities and/or IenW-
ambitions?

FOR DISCUSSION PQRPOSES ONLY




Thank you!
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