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Who is Veolia? Our mission, vision & values?

@ North America

() Worldwide

8,000 employees 163,000+ employees
Serve 550 communities Drinking water to 96M
30,000 customers Wastewater service to 60M
$2.4B revenue 52M megawatt hours of energy

31M tons of waste converted
Consolidated revenue, $25.7B

MISSION:

We partner with communities and industry to improve quality of life in their communities
by addressing their most complex environmental challenges in water, waste and energy.

VISION:
To be the most reliable and sought after environmental operator in the United States

VALUES:
Trust in our company Transparency in our actions
Reliability in our performance Criticality of our service

Expertise of our people Partnership with your community
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Contract O&M of Utilities (Power, energy, water & wastewater) is
our core competence, so you can focus on your core

ogeneratlon re-geve opment
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Green Steam Project Reducing Boston’s Carbon Footprint
Cuts carbon emissions by 475,000 tons/year, equivalent to:
* Removing 80,000 cars from the streets n
* Installing 600 football fields of solarPV"~ _~—
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A 15t principle of economics Focus on your core competence
Inference? Outsource non-core needs
_ Adam Smith (18" century Scottish philosopher):
INQUIRY -

........ “It is not from the benevolence of the butcher,
NATURE AND CAUSES the brewer or the baker that we expect our

"""" dinner, but from their regard to their own
WEALTH OF NATIONS. interest”
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Kautilya (aka. Chanakya, Indian royal advisor from 2,300 year ago):_

In his “Arthashastra”, he advised the kingdom’s requirements be
“outsourced” to citizens so “each may excel at his task”.

The kingdom’s prosperity depended only on external defense,
internal security plus speedy & impartial justice.
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Contract Operations & Maintenance (Con. O&M)

WHY: Safety + Efficiency + Reliability. Eg: District Energy system, Water Treatment Plant etc...

WHAT: Policies & procedures to optimally operate and maintain equipment and systems

Optimum pedormance
/
/ Likely aging
< /  (wilthout renewal) with
% normal mamtenance
o "
5 %
g Likely aging < aﬂt‘:‘c";glﬁzug‘e
E novmalwr'nt;fr}v‘t‘:marw [ performance
k- A4
Service e Ic:sl N
io poor maintenance ’
':reversnbw,
Design
service lifs
Operations, Training & Administration Maintenance & Engineering Support

Administration & Conduct of Operations Administration & Conduct of Maintenance

Equipment Status Control Work Control System

Operator Training, Knowledge & Preventive, Predictive & Reliability Centric
Performance and Safety Maintenance

Management Assessment Maintenance Procedures & Documentation

Source: Excerpted from publication, “O&M Best Practices”, US Dept. of Energy, 2010
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An asset owner’s overview on Contract O&M

- Metric

é é é é Schedule Compliance

Preventive Maintenance % = Preventive maintenance cost 15% — 18%
Budget/Cost

Performance get/C
Predictive Maintenance % = Preventive maintenance cost 10% —12%
Budget/Cost Total maintenance cost

Variables and Equation Benchmark

Bala ncing cunﬂicting drivers... Equipment Availability % = Hours each unit is avaialbe to run at capacity >05%

Total hours during the reporting time period

% = Total hours worked on scheduled jobs > 9%0%
Total hours scheduled

Emergency Maintenance 9 = Total hours worked on emergency jobs < 10%
Percentage Total hours worked

Maintenance Overtime % = Total maintenance overtime during period <5%
Percentage Total regular maintenance hour during period

Preventive Maintenance % = Preventive maintenance actions completed > 90%
Completion Percentage Preventive maintenance actions scheduled

Total maintenance cost

i)'

PRO’s

CON'’s

Expert outside resources

Accrued Savings: Energy efficiency & process
control expertise, Management, Purchasing,
Staffing & Training, Capital Improvements

Shift financial responsibility for Repair,
Maintenance & Asset Replacement,

Typically not a privatization; host owns assets

No ongoing staff training costs

Fail to develop in-house expertise

Hard to exit a “bad” O&M contract

Limited exposure to alternate ideas

Non-core utility assets remain on
host balance sheet

Host utility staff become employees
of Contract O&M firm




@ veoua
Contract Operations & Maintenance: Seven steps to success

1.

. .. (Eonin
Audit non-core utility assets & systems

What is an Asset?

Define objectives, freeze scope & develop a strategy. Eg: [——
Opportunities to improve work flows & reduce waste? T
Outsource all utilities (power, thermal energy, water, wastewater)? [

Solicit bids from specialized Contract O&M firms i

Allow creative solutions; i.e. don’t be overly prescriptive e .

2
[rfolela{ %5 Hos
Evaluate responses & decide best fit S

Complete contract negotiations in a timely & transparent manner. Sources of friction
Imprecisely defined scope of work
Over optimistic cost limits for Repair & Maintenance
Unrealistic shifting of risk. “A risk is borne by the entity best placed to bear that risk”

Allow for a realistic Transition period: First estimate cost, time & resources required; then
double those figures.
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Common Contract O&M commercial structures

Service Contract type Typical Features

Costs & Benefit

Full Coverage

Full Labor

Preventive
Maintenance

Inspection

100% coverage of operations,
maintenance, parts & material,

emergency service etc...

Labor + minimal maintenance.

Parts & material, emergency
service etc... on a T&M basis

Fixed fee covers scheduled
maintenance hours + basic
consumables

Fixed fee covers “fly-by” visits and

+ a maintenance advisory

High Budget certainty.
Provider incentivized to
minimize Repair &
replacement costs

Budget certainty and lower
costs if asset owner able to
manage some activities

Lower upfront cost, lower
budget certainty & medium
Owner involvement

Very low upfront cost, low
budget certainty & high
Owner involvement
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Common Contract O&M Roles & Responsibilities (“Full coverage”)

Task Responsibility

Collection system operation City or host

Service payments & user charges City or host

Fire, Flood, Eminent Domain City or host

Design changes or physical modifications Contractor (with City/host approval)
Incentive & penalty payments Contractor and City/host, per

contractually negotiated limits

Spares management, residue removal Contractor
Liability Insurance & indemnification Contractor
Equipment failure & emergency maintenance Contractor
Plant operations & maintenance Contractor

Non-compliance responsibility Contractor (pays fines)

Source: Excerpted from 1987 EPA publication, “Contract O&M”
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Asset Maintenance Program complements Operations

Human resources
* Keycompetenoes
* Value

* fehaviors

¢ Resource
Management

Asset register

’,

~

’

Level of Service Tools
. CMMS

* Fhysical tools
for condition
assessmant

. KPe

« Capital planning
waols

b

If you only replace the
component — it will fadl

again

If you blame pecple. they
will be less lkely to el the
truth

Only Organizational Roots
prevent reccurrence

Dats Processing
and Analytics . Vo
- ;"'9 -
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-

Reduce probability of failure

After failure recognition
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Contract O&M: The “Transition Period” and beyond

Results - People + Process

Implement Computerized Maintenance
Management Software, CMMS

Start plant upgrades by analyzing how to
fundamentally improve operations

Safety first, then fix gross & visible
deficiencies, then fine-tune operations

Veolia input: structure of assessment grid

Without an Asset Management system

Alignment
within
\ organization

With an Asset Management system

RISK PERFORMANCE COSTS
i Condition Work - Work - Document Inventory Financial
+ Mty Risk review Preparation | Execution t iderati
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Theory is terrific, but what about the “Real world”?

.® Water ....... ® Waste....... ® Energy.

%8

veolianorthamerica.com\

Ny
el
Fa"

Veolia serves hundreds of
communities and customers across
North America with customizable
servicés that solve:com plex |
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Contract O&M: Wastewater Treatment, Milwaukee, WI

» 2013 Burke Safety Award, Central States Water Environment

Federation, in recognition of commitment to safety at MMSD facilities.

» 2013 Small Business Champion Award & Mayoral Proclamation —
City of Milwaukee, for outstanding achievement utilizing small and
diverse businesses.

> 2008-2012 Peak Performance Awards, National Association for Clean
Water Agencies, in recognition of achieving 100 percent compliance
with the Clean Water Act.

» 201 Radebaugh Award, Central States Water Environment
Federation, in recognition of outstanding contributions in advancing
water quality improvement.

» 2009 Award of Excellence, Wisconsin Supplier Development Council,
for outstanding achievement utilizing small and diverse business
enterprises,

» 2009 Distinguished Public-Private Partnership Award, National
Council of Public-Private Partnerships

N S NS 55X NS N

By the numbers

Veolia’s partnership with MMSD:
SIZE & SCOPE:

¥ 11 million customers across 28 municipalities
?» Veolia began operations March 1, 2008

> Largest publicprivate wastewater

partnership in the US

220 people locally
OPERATIONS AND MAINTENANCE:
» Provide 24/7 operation of two water
reclamation facilities
Jones Island, the oldest activated sludge
plant in the US. which can handle flow
rates up to 330 million gallons per day
South Shore, built in the 1960s and located
in Qak Creek, which can handle flow rates
up 1o 300 million gallons per day
» Produce Milorganite®, one of the oldest
WRanic fertilizers on the market today
> Monit
throus

nd control wastewater flows

he 320-mile complex of

OnNveyance pipes
* Manage the 26.5 mile Deep Tunnel storage
system, utilizing wet weather protocols

designed to minimize basement back-ups

“Veoli\a\ha‘ demonstrated a commitment to improved
water auéitﬁn Milwaukee and the Great Lakes through
its support of cutting-edge research here at the UWM

School of ﬁrggﬁwgterbciences.”

< D

Dean David E} Garman, UWM School'o) Fresh
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Contract O&M: District Heating & Cooling, Kansas City, MO

ABOUT THIS LOCATION: =TT ‘m‘ A
In Kansas City, Veolia's district energy network serves approximately 60 I ..‘;Q.' o~ — R
customers in the central business district, with more than 4 million square

feet of commercial space.

The district energy network provides centrally-produced steam and chilled
water for their customers, and the facility also cogenerates electricity.

Customers

-Chemicals industry

-Agrifoods industry

-Federal, County and City government facilities

-An arena
-Hotels
Corared Avevie S ation
. s froem “Horsepowoey * (o Electricity
Production Capacity

-1.3 million pounds per hour of steam

-10,650 tons of chilled water capacity

-5 megawatts of cogeneration capacity

-Distribution network of 6.5 miles of steam and 2.0 miles of chilled water

pipes
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Contract O&M: District Cooling at the “Galleria”, Houston, TX

ABOUT THIS LOCATION:
In 2005, Veolia entered an agreement to provide comprehensive technical
management services at The Galleria Shopping Center in Houston.

Veolia operates the existing central chiller plants and maintains all mall
common areas, with 16 staff on site, and provides chilling for The Galleria'cEes -
public ice rink. -

Scope of Services

-O&M for chilled water and heating equipment
-Building automation systems

-Ice rink equipment

-Domestic water systems

-HVAC, plumbing and general building maintenance
-Life safety systems

-Electrical distribution systems and switch gear
-Garage lighting

-Sub-metering

Production Capacity

-3,800 pounds per hour of steam.
-10,850-tons of chilled water capacity.

-2 MW of back-up electric generating capacity.
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