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 ARAB WATER WEEK – 05 December 2010 / Hassan ABDALLAH - SUEZ ENVIRONMENT GROUP

Achieving Financial Sustainability through Operation & Maintenance

Ladies and Gentlemen, 
First, I would like to thank ACWUA for having invited us to this important event. I would like to say also that I am very pleased to be here today in order to share with you our approach and our experience about the subject of achieving financial sustainability in the Operation and Maintenance services. 

Please allow me before to say few words about SUEZ ENVIRONNEMENT Group.

SUEZ ENVIRONNEMENT is a world leader dedicated to water and waste management services. The Group employs more than 65,000 people with a yearly turnover of 12.5 Billion Euros. SUEZ ENVIRONNEMENT is committed to the daily challenge of protecting resources by providing innovative solutions to millions of people and industries all around the world.

What is Financial Sustainability and why ? 
Before talking about financial sustainability, I would like to point out briefly that in all our businesses worldwide we pay big attention to the instauration of a partnership spirit and engagement with the stakeholders. For us, engagement does not mean pushing out messages only, but understanding opposition, finding common ground and involving stakeholders in joint decision-making. SUEZ ENVIRONNEMENT has developed a system which allows mapping of the stakeholders and producing action plans to anticipate and avoid situations of conflicts. This tool is already implemented in many utilities including Jordan. 
Big attention is paid also to the environmental and social impact of our services and to the integration of the environmental efficiency into the business culture. We believe also in transparency of reporting with outsiders and we consider that measurement, control and communication are at the heart of instituting sustainable practices.
Financial sustainability is obviously essential for the survival of any business. In the water sector, the stakes are very challenging because of the political, social and environmental dimensions. The water tariff must be affordable to the customers and the financial sustainability entails the goals of providing social and environmental benefits.

In my speech today, I would like to focus on a number of practices, methods and tools which contribute to the financial sustainability of the service mainly through optimization of operation expenses.        
Human Resources
Efficient management of human resources is one of the key factors of success in any approach of cost optimization. Our approach is to produce an environment that (i) promotes team integration, (ii) recognizes individual performance, and (iii) gives large opportunity to locals to occupy key positions.
High priority is put on training, know-how transfer, technical assistance and backup expertise from the Group. In fact, SUEZ ENVIRONNEMENT subsidiaries and affiliates are backed by a global technical and scientific network. This network is an essential tool to support the local workforce in finding adequate solutions to problems and to increase efficiency. It also allows the local subsidiaries to pool and capitalize resources as well as to support development. 
Since 2007, our Group is using WIKTI (Water International Knowledge Transfer Initiative) in order to further improve this transfer of know-how. This innovative programme measures the skill level of a water company so as to determine its needs and to ensure the traceability of knowledge acquisition by local personnel.
This knowledge transfer takes place on a global scale. 360 different training programmes are offered for the water sector. In Morocco, for example, we deliver more than 80,000 hours of training each year, while 79 training courses are offered in China.
Such kind of human resources management has already proven its positive return in many places around the world and has allowed significant increase of productivity. 

Operation and Maintenance

On the operation and maintenance side, optimization activity is put at the heart of the daily production process. Indeed, planning, monitoring of performance indicators and process parameters, anticipation, preparation, quality control and assurance, are the key factors in successful and optimized daily operations. Daily challenges include reducing operation consumables and maintaining equipment so as to increase their lifetime and efficiency. Advanced and integrated management tools and information systems such as SCADA, CMMS and MIS are systematically implemented in order to optimize O&M activities. 
Recently, a new information system called “REX” for managing “Lessons Learned” has been developed and integrated as a core activity at many sites. This tool provides the opportunity to share sites experiences over a global network of utilities all around the world.       
Incorporating all these systems into the heart of the operations enables us to succeed in our cost optimization strategies.      
I would like to add here that from our experience and contrary to some “pre-established ideas”, implementing ambitious H&S and environment policies does not increase costs but contribute largely to reduce many direct and indirect expenses. 

Research and Innovation

Research and Innovation are essential for remaining on the leading edge of the technology, anticipating future challenges and increasing efficiency of operations.

SUEZ ENVIRONNEMENT has developed a global network of research centres, laboratories (200) and scientific partners (120) in order to constantly provide innovative and environment friendly solutions which are put at the service of its utilities. In 2009, the group invested € 65 million in Research, Development & Technology.  400 researchers work over more than 65 research programs.
   
Examples of achievements with Figures

On many PPP contracts over the world, SUEZ Environment was able to make huge savings thanks to the use of innovative techniques and tools. In some cases, the return on investment was realized rather quickly, sometimes within a few months. 

In the field of leak detection in the water systems, millions of m3 of water were saved every year in the distribution networks by using advanced technologies like:
· Permanent “tracking” of leaks through acoustic sensors placed on the network, transmission of alerts to SCADA through GPRS (France, Morocco…).
· Management of pressure by using networks modeling techniques (Europe, Morocco…).
· Leak detection by using Helium gas which has been used in Amman among other places and allowed water demand reduction by 15%. 
In Czech Republic, Non-Revenue-Water decreased from 44% to 24% within 4 years time. In Macao city, the NRW dropped from 40% to almost 12% within 12 years time.

Labor productivity was significantly increased through using mobile tools for field operations and automatic water meter readings in many utilities.  Productivity has increased by 120% in Macao water utility in 12 years time.
Maintenance cost saving of more than 20% was recorded within 3 years period in the City of Bordeaux in France by using new methods based on “conditional maintenance and failure anticipation”.
I would like to finish those examples of achievements with our experience on Samra project in Jordan. Samra is a 25 years BOT contract, started in 2004, for financing, building and operating the largest wastewater treatment plant in Jordan serving 2.2 million people (about 40% of Jordan population). Treated water is fully reused in irrigation. This project was the first BOT in Jordan, the first financed by Jordanian banks and it was the first time that USAID provided contribution to such type of project. The plant is already constructed and has been in operation for almost three years. 

The group was very keen from day one to find the most optimal and affordable treatment tariff for the Government of Jordan. In order to reach this target, many innovative technical solutions were incorporated into the plant in addition to a project financing scheme well-adapted to the local context. A fully-integrated energy recovery system was implemented, allowing the project to generate 95% of its electricity consumption. Hydraulic turbines were installed on wastewater at the inlet and treated water at the outlet of the plant in addition to biogas generators operating on methane produced by the digestion of the sludge. On the other hand, biological processes were adopted in order to avoid consumption of chemicals. All these technical choices have allowed coming out with a very competitive treatment tariff. In addition, the energy recovery system provides an interesting opportunity to generate additional revenues through Carbon Credits knowing that the plant allows reducing Carbon emissions by almost 300,000 Tons/year.   
On the operation side, the company which hires 170 employees is managed by Jordanians with only one expatriate and it is backed by the technical assistance network of the Group. This achievement was realized following a transitory period of 18 months during which a task force of five expatriates was put at the key positions in order to set-up the overall organization and in order to prepare Jordanians deputies to take the place. The know-how transfer was successfully achieved in a limited time. On the long run, this will allow a saving in the range of 20% on the cost of personnel. 

Conclusion
In conclusion, I would say that due to the nature of the business in the water sector, the financial sustainability is very challenging and requires innovation and adaptation of the water utilities to their environment. In fact, the success of operations results always from a combination and a balance of relevant technical approaches, innovative solutions, integration of advanced tools, economic performance, quality of partnerships AND-AND “managing transfer of know-how and expertise from global network to local entities”. 
To finish this speech, I wanted to bring to your attention there is an initiative that aims to promote and support sustainability of water supply and sanitation systems through operation and maintenance, simultaneously improving service delivery to customers and reducing costs for service providers. It is called the Operation and Maintenance Network, which is coordinated by the National Institute of Public Health Japan and supported by the International Water Association and World Health organisation. This Network offers practical O&M guidance material, practical and authoritative advice through its advisory service and access to regional events and workshops and the chance to share knowledge and experiences. If you would like more information please visit the website, www.operationandmaintenance.net[image: image1][image: image2]
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