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1.4.4 Summary
The following figure illustrates the pressures which are leading more politicians and utility leaders to consider private sector 
participation as a solution either to the financial challenges they face or to improve performance, or both.

Figure 1.7 Private sector participation: Market drivers
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Figure 2.9 DBO market: Annual estimated                                           , 2006–2014
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Figure 2.10 DBO market: Annual contracted capacity by asset type, 2002–2014
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Figure 2.11 DBO market: Annual contracted capacity by region, 2002–2014
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The BOT model remains popular in the Middle East, although raising finance is a problem in                             . Within the GCC, 
where combined power and water plants are standard,                           has stepped away from the IWPP model but is expected to 
return to it at some point in the future.                                           have adopted it, while                                           remain committed 
to it (with the proviso that                                                                                  ).

          has yet to commit to the BOT model in a systematic way, but the market is evolving under the           government. Elsewhere 
in Asia,                                              are fully committed to the model, but                   has been back-tracking after heavy losses were 
inflicted on utilities which bought water from BOT projects for more than they could sell it for.                      is not for the moment 
investing in its water sector, although it has some experience with BOTs. 

In Latin America, there have been a smattering of projects in                                                         .

Overall the global market for BOT and related private procurement model projects has fallen significantly from its peak in 2008. 
This reflects the fact that the desalination market peaked in that year and has not recovered since, and the level of BOT activity 
in the                       wastewater sector fell significantly after 2009 as the government stimulus package provided a more attractive 
source of funding than the BOT model. 

Figure 2.21 BOO/BOT market: Annual estimated                                , 2006–2014
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Figure 2.22 BOO/BOT market: Annual contracted capacity by                        , 2002–2014
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2.5.4 BOT market forecast
The big markets for the BOT model have been                                                                                              . The                   wastewater 
market is probably not going to return to the strength it was in 2007, not least because                 no longer needs so many new 
wastewater treatment plants. Instead we expect the                    BOT market to switch to the                                                       (which 
is beyond the scope of this report) and into the                                               sector. The BOT model will, however, continue to make 
progress in other emerging economies in the region including                                                                    . 

In                                        we do see a return to growth in the private finance market, particularly with the potential return of 
                                     to the private finance model on the desalination side, and the gradual stabilisation of politics in countries 
like                                              . 

In                                               the main growth will be on the                                            , where new technologies are changing the 
economics of                                                             . We do expect greater use of the BOT model in drinking water, desalination and 
wastewater treatment projects in                                   , although progress in                                                          will remain tough. 

In                                                                          there will continue to be opportunities particularly on the desalination side, but also 
where large or complex wastewater treatment plants are being considered. 

We also envisage an increase in the prevalence of                                                                                             . 

2.6 BOO/BOT market forecast

Figure 2.25 BOO/BOT market forecast:                                                             , 2011–2019
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3. Utility outsourcing
3.1 Outsourcing models overview
There is a spectrum of different models through which water utilities might outsource their operations. The main variables are 
the amount of capital expenditure that the private partner has to provide and the degree of operational control surrendered by the 
public operator:

•	 High capex – high control: Investor-owned utilities

•	 Medium high capex – high control: Utility leases

•	 Medium capex – high control: Concessions and canon contracts

•	 Low capex – medium high control: Affermage-type contracts

•	 Low capex – medium control: Operations and maintenance contracts

•	 Low capex – medium low control: Management contracts 

•	 Low capex – low control: Performance contracts

3.2 High capex, high control: investor-owned utility models
Investor-owned utilities exist either because of some historical quirk (such as a real estate developer builds a water network to 
serve a development and ends up owning and operating the asset) or as a result of privatisation. There are three main markets for 
investor-owned utilities:                                                         . US investor-owned utilities largely exist as a result of a historical quirk. 
Investor-owned utilities in                                                                                     . In each case prices and service quality are regulated. 

Economic regulation typically involves the regulator setting the tariffs that may be charged by the utility according to:

•	 The expected operating costs

•	 The extent of the necessary capital programme

•	 The allowable return on capital invested in that programme 

It means that investor-owned utilities typically deliver very high operating cashflow, 30–50% EBITDA margins are normal, 
but the return on sales is not a useful measure of financial performance. The more important indicator is the return on capital 
employed, and the extent to which it stays ahead of the returns allowed by the regulator. 

3.2.1 The UK regulatory model
Water utilities in England and Wales were privatised in 1989 with Ofwat taking responsibility for economic regulation. The 
system works on the basis of a five-year price review/asset management period. Companies submit their capital investment plans 
to the regulator as the price review approaches, and the regulator responds by determining which projects are allowable during 
the next AMP, and for those projects which are accepted, the regulator also suggests the amount of capital that can justifiably 
be invested. The regulator also takes a view on the allowable operating costs, and the weighted average cost of capital (i.e. the 
percentage return on capital allowed on the basis of the average weighting of debt and equity) in the final determination. 

The model was initially controversial but there has been very little pressure to reverse it. From a financial point of view the model 
has been successful in that it has enabled the UK water sector to attract billions of pounds of investment without burdening 
the public balance sheet and in a manner which is considered to have been more efficient than would have been the case if the 
capital projects had been procured by the public sector. From a financial perspective the UK model has also been a success, 
providing a low risk steady yield investment vehicle which has proved highly popular among pension funds. 

Water companies have looked to make their margin in three different ways: by being more efficient in operations and delivering 
their capital programme earlier than anticipated, by making the case to the regulator that costs will be higher than anticipated, 
and finding ways of lowering the cost of capital beyond what was anticipated by increasing leverage. 

It is important to remember that the UK model is an iterative one with the regulator looking to tighten up on any unexpected 
gains in profitability in the previous price review period in the next price review. 

Going forward competition between water companies for larger industrial and institutional customers is likely to add a new 
dimension of uncertainty to the process. 

There is little appetite for water privatisation in Scotland and Northern Ireland. Sa
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3.6 Management and performance contracts

3.6.1 Definition
Management contracts are arrangements under which a private operator takes management responsibility for the utility for a 
period of time typically to achieve some transformational objectives. The existing staff remain with the utility, with the private 
contractor working alongside them to deliver the objectives. Typically they last between five and seven years.

Performance contracts address specific issues at the utility, with remuneration dependent on the success with which the issues 
are addressed. They can be broad – referring to finding performance improvements across the utility – or specific – referring to 
single services such as leakage reduction, energy management or smart metering. 

3.6.2 Market development
                                                                                                      

1. Public water utilities all around the world are under pressure to do more for less, but at the same time public 
concerns about privatisation have restricted the extent to which municipalities can outsource in order to drive 
efficiency. New models which leave the public sector in charge but still deliver efficiency are becoming more 
attractive.

2. The major private water operators have taken the view that demand for their traditional outsourcing model is not 
growing. Instead they are thinking creatively about how to sell their expertise to the public sector.  

3. New players are entering the market looking to use innovative business models as a means of securing market share. 
They see performance-based contracts as “an offer customers can’t refuse”. 

The result is that                                                                                                                                                                                                                                                                                                   
                                                                                                                 .

3.6.3 Management contracts
Management contracts have been around at a low level for some time as a means of delivering technical assistance. The deal 
which brought the structure to a new level, however, was Suez Environnement’s agreement with the Algerian government to set 
up SEAAL to manage water services in Algiers for five and a half years from 2006.

Figure 3.21 SEAAL contractual structure 
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Each level of the hierarchy has performance targets (baselines, smart and stretch targets) with financial targets and penalties 
attached. This model could be adapted to enable private sector participation at different levels of the utility using performance 
contracts. It may turn out to be a useful tool to bring failing utilities to the point at which they become bankable, and then once 
they are bankable to ensure that they meet financial and performance goals.  

3.6.5 Management and performance contract market outlook
We believe that this sector of the private utility operations market will be                                                                                                                                               
                         , compensating for the pressure on the market for                                                                     . 

Figure 3.24 Management and performance contract market forecast, 2006–2019
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Figure 3.25 Management and performance contract market by population served
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3.6.6 Knowledge-based service contracts
Besides developing new business models such as management contracts and performance contracts which aim to give public 
sector clients access to private water expertise without losing control, we are also seeing the development of a market for 
specialist knowledge-based services.                                            has made this the focus of its growth efforts in recent years, with 
                                            brand focusing specifically on the opportunities to sell expertise on a non-concession basis. There are a 
number of areas of activity where knowledge-based services are relevant:

•	                                     : This is the newest and fastest growing sector of the market. Its growth reflects the fact that the 
spread of                                                                                                                                                                                                                                                                                                
                                                                                                               .  

•	                                                  : This is also a fast growing area of utility outsourcing, particularly with the development 
of performance based offering from the likes of                               . Ongoing advisory services related to                                                  
in general are also attracting growing interest (spending on                                           is not included in this category). 

•	                                                       : As                                                  there has been growing interest in services to reduce 
                    , which for many cities are the single largest aspect of utility expenditure. A range of services are on offer, 
many of them technology based.                                                                                                  are growing in popularity. 

•	                                                 : This is a well established category of outsourcing. The growth area is more on the client 
side where utilities are looking to offer services made possible by                                                        . It does not include 
household services such as emergency leak repair. 

•	                    :                       services are another another well established area of outsourcing. The market is expected to 
grow with tougher regulation.

•	 Other: This includes services such as capital procurement services, environmental monitoring, and tank 
maintenance.

It is impossible to assess the size of the knowledge-based water services, but we present our best estimate of the market size, its 
components and its outlook below: 

Figure 3.26 Knowledge-based service contracts market forecast, 2006–2019
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4. Country profiles
4.1 Australia
Although the number of privately-owned utilities in Australia is low, there is nevertheless significant private involvement in the 
operations and maintenance of water and wastewater infrastructure.                                                                                                                                  
                                                                                                                                                                                                                                                                                                       
                                                                   

4.1.1 Overview
Water and wastewater service providers in Australia are generally owned and run by state/territory governments, and often 
referred to as utilities. The number of utilities in each state or territory varies as follows:

•	 Both the Australian Capital and Northern territories each only have one utility, which holds responsibility for water 
and wastewater service provision in both metropolitan and non-metropolitan areas. 

•	 South Australia and Western Australia each only have one major utility for metropolitan areas, while local councils 
provide water to non-metropolitan areas. 

•	 Victoria, Queensland and New South Wales all have multiple utilities for metropolitan areas. In addition, local 
councils primarily handle water service provision in non-metropolitan areas within these three states. 

 › In Victoria, while there are three utilities for metropolitan areas, Melbourne Water provides bulk water to these 
three utilities. 

Sydney Water Corporation is the largest utility in the country, with respect to volumetric water supply, operating     WTPs and 
       WWTPs. From 2012 to 2013, Sydney Water Corporation supplied                                of water. In comparison, Perth Water 
Corporation, which is the second largest utility, provided                         . 

The following figure details the major water and wastewater utilities in Australia, including information on the average daily 
volumes of water supplied for 2012–2013 and the number of WTPs and WWTPs.

Figure 4.1 Major water and wastewater utilities in Australia

State/Territory
Utility 
(>100,000 connected properties) 

Water supplied  
(m³/d)

No. of 
WTPs* 

No. of WTPs 
that reuse water

No. of 
WWTPs

Australia Capital Territory

New South Wales

Queensland

South Australia

Victoria

Western Australia
*Note: For utilities with zero WTPs, water is received from a bulk water supplier 
Source: National Water Commission, 2014

The number of privately-owned water utilities is low, although private ownership is more common for small water treatment 
systems or industrial water treatment facilities (e.g. mining facilities). 

There is significant private participation in the operations and maintenance activities of major water utilities. The contractual 
arrangements for these services vary from long-term alliances to other more traditional long-term O&M contracts. PPPs or other 
types of partnership which include a broader range of services such as design, construction or finance along with operations  
(i.e. DBO, DBFO, BOO, BOOT contract types) have been gaining popularity in recent years. 

The use of PPPs has been increasing since 2005,                                                                                                                                            
                                                                                                                                                                                                                                                                                                            
                                                                                                           . Later on, the potential of PPPs was acknowledged by                                                                                                                                               
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4.1.2 Projects: Australia

Figure 4.2 Population served and treatment capacity with private sector participation
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Figure 4.3 Major private sector utility contracts

Utility name Contract type
Population – 
water

Population – 
wastewater Owner/Operator

Start 
year

Duration 
(years)

Management contract
Utility outsourcing
Management 
contract

Source:GWI

Figure 4.4 Major private sector asset procurement and operations contracts

Project name Asset type
Contract 
type

Capacity 
(m³/d) Company

Start 
year

Duration 
(years)

Wastewater treatment 
plant

BOT

Water treatment plant BOT
Wastewater reuse plant BOT

 Water desalination plant BOT

Water treatment plant BOT  

Water desalination plant DBO  

Water desalination plant DBO  

Water treatment plant BOT
Water treatment plant BOT
Wastewater reuse plant DBO

Source: GWI

4.1.3 Notes on the market forecast
We have assumed that most contracts with the private sector in Australia will                                                                                                                                             
              . This has been driven in particular by                                                                                                                                                                                                                                                                                                
                                                                                                                                                                                  . The peak in spending 
seen in 2011 reflects                                                                                                                                                                                                                                                                                               
                                                                                                                     . Future privately financed asset procurement will be driven 
primarily by                                                                                                                                                                                                                                                                                                     
                                  . Sa

m
pl

e



   © GWI no copying without permission. Contact copyright@globalwaterintel.com   65  

 Country profiles // Australia

4.1.4 Market forecast: Australia

Figure 4.5 Market forecast, 2011–2019
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 › Banobras, which partly finances the project through the subsidy.

 › The private bank, which provides the rest of the financing.

4.12.1.3 Market players
Foreign companies are very active in the Mexican water sector, with companies such as                                                                                                                                               
                                 . The following figure lists the main private operators in Mexico, specifically those that are able to undertake 
concessions and/or service contracts for water supply and wastewater collection.

Figure 4.48 Major private operators in Mexico
Company Country Details

Source: GWI

With regards to BOT projects, international contractors include                                                                                                                                          
                                                                                                                                                                . Local players are also responsible 
for a number of contracts, both individually and in consortia with foreign companies:                                                                                                                                       
                                                                                                                                                        .  

4.12.1.4 Future market directions 
The Mexican water market continues to be promising, as the current government has an ambitious strategy to address the water 
problems that the country faces. Investment is not only expected to take place in                                                                                                                                               
                                                                                                                                                                                              . However, in order 
to meet its targets a significant amount of investment will be required, and financing from the private sector is therefore vital. 

To strengthen private sector participation, the government aims to continue developing a stable legislative framework for private 
investment and promoting new forms of contracts which are secure for private financing and ensure the reliability of the water 
service. This is highlighted for instance in                                                                                                                                                                                                                                                                                                
                                                                                                                                                                                                                                                                                                       
                  . 

                                                                                                                                                                                                       . The 
Mexican government’s new five-year infrastructure programme – announced in April 2014 – foresees a doubling of investment 
in water infrastructure                                                                                                                                                                                                                                                                                    
                                                                                                                                            .

Nevertheless, ongoing projects are continuing to move forward:                                                                                                                                         
                                                                   . Moreover, Mexico registered a           increase in its average combined water tariff in 2014 
                                                                – with a           increase in Mexico City alone – which will not only go some way towards 
realising the country’s                                   investment target, but should also help reassure private operators that the government 
remains committed to private sector participation. 

4.12.2 Projects: Mexico

Figure 4.49 Population served and treatment capacity with private sector participation
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Figure 4.80 Water and wastewater services by provider type, 2012

Provider type

Water services Wastewater services 
Population served 
(million) %

Population served 
(million) %

Public utility ownership and O&M 
Regulated private operator services 
Non-regulated O&M services and 
interim management contracts
Self-supply or no treatment 
Total 

Source: EPA, 2012; CWNS, 2008; NAWC 2013; GWI

4.19.2 PPP legislation 
One of the obstacles to fully utilising the opportunities for PPPs in the US is insufficient legislation across all 50 states that 
would allow for private involvement in governmental projects. Whereas some states such as Florida, Texas and California are 
enjoying a favourable climate, there are still 14 states where PPPs for water infrastructure are not allowed (see the following 
figure). 

A positive development that indicates greater support for PPPs at the federal level is                                                                                                                                               
                                                                                                                                                                                    .                                                                                                                                                
                                                                                                                                                                                                                                                                                                  
                                                                                                                                                                                                                   . This 
programme is a starting point for further encouraging and normalising the use of PPPs for development of water infrastructure 
projects in the US. In addition, it might also be possible to take advantage of the results of the 2014 mid-term elections and 
involve republican governors and state legislatures to further promote PPPs.   

Figure 4.81 Public-private partnership legislation, 2014
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5. Company profiles
5.1 Abengoa

Figure 5.1 Ownership and revenues

Ownership Revenues
Revenues 
period

Estimate or 
reported

 
 
 
 

2013 Estimate

5.1.1 Development
Abengoa group underwent a major change of structure at the beginning of 2011. Up until this date, Abengoa was an industrial 
and construction company with a subsidiary, Befesa Water, dedicated to water and wastewater treatment, and desalination. 
Befesa Water was created in 2000 by merging the activities of Construcción y Tecnologia Ambiental (CTA), Befesa Fluidos and 
Codesa. Befesa Water’s references ranged from design and construction to operation of concessions. Abengoa’s other activities 
were infrastructure engineering and construction, new energies (solar and biofuel) and industrial waste recycling.

In 2011, Abengoa decided to move plant construction activities from Befesa Water to Abengoa’s construction unit, Abeinsa, 
while Befesa Water retained the responsibility for new technology research and the development of new concessions. Both 
units changed names: Befesa Water became Abengoa Water and is now part of the concession-type infrastructures segment of 
Abengoa group, while the unit responsible for plant construction within Abeinsa took the name of Abeima. Both companies 
are still working together on certain projects. Abengoa Water uses Abeima as its EPC contractor on the projects it develops and 
finances. 

Although exposed to the Spanish construction sector, Abengoa managed to out-perform the market during the aftermath of 
the financial crisis because of its decision to reposition itself as a project developer in solar power, transmission lines and other 
infrastructure. However in 2010 the Spanish government cut subsidies to the domestic solar sector, which had an impact on 
Abengoa’s growth in that market. This, together with the capital intensity of developing infrastructure projects, led the group to 
launch a separate “yieldco” holding company for some of its American power assets in June 2014. This enabled Abengoa to take 
advantage of the fact that the yield on greenfield projects is typically in the range of 12–18%, but financial investors are happy to 
accept yields as low as 6% once the construction risk has passed.  

5.1.2 Strategy
Abengoa Water is probably the only stand-alone specialist water project developer in the world. It aims to develop one or two 
BOT-style water projects a year in global markets. It has particular strength in the desalination sector, developing large projects 
in Algeria, China, India and Ghana, but more recently it has diversified into more general water resources projects, notably BOT 
water supply pipeline projects for                                                                                                                     (see Chapter 2, section 2.5.2 
for further details). 

Abengoa Water stands alongside IDE and Hyflux in the top ranks of international BOT developers in the desalination market, 
but two things make it stand out: tenacity and creativity. In terms of tenacity, Abengoa Water has the ability to stick with complex 
deals, such as                                                            , for long periods of time without giving up on the pursuit of the prize. In terms 
of creativity Abengoa has come up with solutions to problems which other developers might prefer to walk away from. Examples 
of this might be                                                                                                                                                                                                                                                                                                     
                                                                                                                                                                                                                                                                                                            
                                            . It means that the company is able to go into difficult situations and deliver good projects with strong 
margins while still protecting its shareholders. 

The objective of Abengoa Water is to continue to build its BOT portfolio. In the longer term these assets are likely to be 
refinanced either directly through Abengoa Yield or through a similar vehicle. Sa
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Shortly afterwards Mitsui acquired an interest in six assets in eastern China through the Emerging Market Infrastructure Fund’s 
(EMIF) 40% equity investment in Salcon Water (Asia) Ltd. The EMIF, a joint venture of Mitsui and Challenger Financial Service 
Group, made a        return on initial investment in RMB terms when it sold to Beijing Enterprises Water Group in 2013.

In 2012, Mitsui took a minority stake in water technology company Water Standard. This is Mitsui’s first investment of this kind 
in a water technology company. Water Standard focuses on water treatment for enhanced oil recovery.

In 2013, Mitsui acquired           of Aqualia Czech, S.L., the holding company of Czech water concessionaire Severomoravské 
vodvody a kanalizace Ostrava a.s. (SmVaK) for                                              . SmVaK supplies drinking water to over 730,000 people 
and sewerage services to 530,000 in the regions of Moravia and Silesia through its 41 water and 67 wastewater treatment plants.

5.27.2 Ownership
Mitsui is listed on the Tokyo stock exchange. It is one of the largest traded companies in the world. It has                                shares 
outstanding, all of which are in free float. At the end of 2014, the company had a market capitalisation of                                                  
                       . Most major shareholders are Japanese institutional investors.

5.27.3 Company structure 
Water activities fall under the Infrastructure Projects business unit, which is also responsible for power and transport projects.

Figure 5.56 Structure of Mitsui & Co.

Mitsui & Co.
CEO

Americas BU Europe, Middle East and
Africa BU Asia Pacific BU

Machinery & infrastructure Other business areas

Infrastructure projects BU Other BUs

Water supply projects Electric power projects Transportation related
business

Note: BU* - Business Unit
Source: Mitsui

5.27.4 Market position
In December 2014, Mitsui had a portfolio of municipal and industrial water and wastewater projects with a total combined 
treatment capacity of                              .

Mitsui has a leading position in the Mexican water sector through Atlatec, which has more than        water and wastewater 
treatment project references. Its key strengths are EPC and O&M contracts for industrial wastewater. Since 2008, Atlatec has 
won several important contracts, most notably                                                                                                                                                                                                                                                                                                
                                    . In 2012, it broadened its scope                                                                                                   . Atlatec has bid in 
several tenders outside Mexico, usually in partnership with Mitsui, but so far has not secured any projects outside the domestic 
market.
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5.27.7 Projects

Figure 5.57 Major private sector participation contracts

Country Project name Scope
Contract 
type Client

Capacity
(m³/d)

Start 
year

Duration 
(years)

Water treatment plant BOO
Wastewater treatment 
plant

BOT

Water treatment plant BOT  

Wastewater treatment 
plant

BOO

Source: GWI

5.28 Odebrecht Ambiental

Figure 5.58 Ownership and revenues

Ownership Revenues
Revenues 
period

Estimate or 
reported

 2013 Reported

 
Odebrecht Ambiental is part of the Odebrecht Group, a large Brazilian conglomerate with businesses in engineering and 
construction, and industrial sectors. Odebrecht Ambiental provides environmental, water and wastewater services, as well 
as other utility services. Water and wastewater operations, run by Foz do Brasil, serve                        people in more than         
municipalities across 10 states in Brazil. These services are provided under various contract models such as concessions, O&M, 
DBOO and DBOT. In 2013 the company entered the largest PPP project to expand wastewater services to                      people in 
Brazil, in the Recife metropolitan region and city of Goiania, Pernambuco. Since 2011 Odebrecht Ambiental has tried to break 
into the American municipal market, targeting projects in Florida, Texas and Louisiana. In 2014, the company responded to 
a request for expressions of interest to bid for the upcoming PPP                                                                                                                                              
                  .

5.28.1 Projects

Figure 5.59 Major private sector participation contracts

Country Project name Scope
Contract 
type Client Capacity

Start 
year

Duration 
(years)

Wastewater 
utility

Utility 
concession

Wastewater 
utility

Utility 
concession

Wastewater 
utility

Utility 
concession

Water & 
wastewater 
utility

Utility 
concession

Other BOO  

Wastewater 
treatment plant

BOT

Wastewater 
utility

Utility 
concession

Wastewater 
utility

Utility 
concession

Wastewater 
utility

Utility 
concession

Wastewater 
utility

Utility 
concession

Source: GWI
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