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Who is Veolia?  Our mission, vision & values?

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



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



A 1st principle of economics  Focus on your core competence
Inference?         Outsource non-core needs

Adam Smith (18th century Scottish philosopher):

“It is not from the benevolence of the butcher, 
the brewer or the baker that we expect our 
dinner, but from their regard to their own 
interest”

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.



Contract Operations & Maintenance (Con. O&M)

Operations, Training & Administration Maintenance & Engineering Support

Administration & Conduct of Operations Administration & Conduct of Maintenance

Equipment Status Control Work Control System

Operator Training, Knowledge & 
Performance and Safety

Preventive, Predictive & Reliability Centric 
Maintenance

Management Assessment Maintenance Procedures & Documentation

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

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

Source: Excerpted from publication, “O&M Best Practices”, US Dept. of Energy, 2010



An asset owner’s overview on Contract O&M

PRO’s CON’s

Expert outside resources Fail to develop in-house expertise

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

Hard to exit a “bad” O&M contract

Shift financial responsibility for Repair, 
Maintenance & Asset Replacement,

Limited exposure to alternate ideas

Typically not a privatization; host owns assets Non-core utility assets remain on 
host balance sheet

No ongoing staff training costs Host utility staff become employees 
of Contract O&M firm



Contract Operations & Maintenance: Seven steps to success

1. Audit non-core utility assets & systems

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

3. Solicit bids from specialized Contract O&M firms

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

5. Evaluate responses & decide best fit

6. 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”

7. Allow for a realistic Transition period:  First estimate cost, time & resources required; then 
double those figures.



Common Contract O&M commercial structures

Service Contract type Typical Features Costs & Benefit

Full Coverage 100% coverage of operations,
maintenance, parts & material, 
emergency service etc… 

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

Full Labor Labor + minimal maintenance. 
Parts & material, emergency 
service etc… on a T&M basis

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

Preventive 
Maintenance

Fixed fee covers scheduled 
maintenance hours + basic 
consumables

Lower upfront cost, lower 
budget certainty & medium 
Owner involvement 

Inspection Fixed fee covers “fly-by” visits and 
+ a maintenance advisory

Very low upfront cost, low 
budget certainty & high 
Owner involvement



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” 



Asset Maintenance Program complements Operations



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 Veolia Output: Example assessment



Theory is terrific, but what about the “Real world”?



Contract O&M: Wastewater Treatment, Milwaukee, WI



Contract O&M: District Heating & Cooling, Kansas City, MO



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