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1. Initial remarks

Private operators deliver water and sanitation services to the population under the direction of
governments. They do not sell water; Aquafed represents all kinds of private operators of all sizes,
from all countries and using all business models.

PPP contracts succeed when the two “partners” are willing to jointly succeed.

The main condition for Public-Private Partnership contracts being successful is the “Partnership spirit”.
PPP contracts are long-term ventures. Mutual respect and trust are necessary for achieving the
expected targets. Both parties - the public authority and the private operator - have a role to play. The
public authority always has the duty of defining the tariffs, the targets and the size of the investment
program. If one party does not comply with its commitments, there is no way to succeed. Both parties
succeed together or they fail together.

In Latin America, several PPPs that have been great successes for many years and that allowed
millions of people to get access to tapwater had to be terminated after the government changed its
policy. This illustrates the fact that operators need continuous political support to succeed. This is true
for private operators but it is also true for public operators. Too many public utilities are unable to
deliver satisfactory services because they are not receiving adequate political support.

Private operators are useful tools to implement public policies.

Private operators are used to deliver the results that are expected in their contracts. For example,
when requested to do so, they are used to expand water networks to unserved people and to
contribute to achieving the Millennium Development Goals (MDGs). They are appropriate instruments
to implement access to water policies.

For example in Manila thanks to two PPP conracts more than 3 million people have gained access to
water networks. In Buenos Aires 2 million people were connected to tapwater while the PPP contract
was in vigour..

Hiring a private operator to implement their water policies is an option that governments should
consider. They should decide on a case by case basis which type of operator they need.

Last December, private operators welcomed the Beppu declaration that targets universal water supply
and basic sanitation coverage in Asia by 2025.

Private operators agree with the business community that considers that MDGs have to be achieved
and request even more ambitious goals as stated in the UN CSD last month®.

Fair competition is important and should be promoted.

Selecting an operator through competitive bidding is a way to ensure that customers as a whole
benefit from an optimum price for an efficient service. Organising fair competition is more effective
than benchmarking utilities since benchmarking has major limitations. All water utilities have specific

! Business statement in UN Commission on Sustainable Development, May 2008,
http://www.aquafed.org/pdf/CSD16_Water%20&%20Sanitation%20PLENARY_MajorGroup_B&I_Speech Payen
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constraints which make it difficult to compare their performance. Even when water utilities share many
similarities comparing their respective performance is useful but it cannot ensure that the best
performer of the group is a top performer. Selection by competition is a more efficient way to ensure
optimisation. However, this is only the case when the competition is fair, which means that bids are
compared according to the benefits they provide to end-users without any privilege given to any
specific bidder.

2. Answers to questions from the floor

Sustainable water management

For water management to be sustainable, it is necessary that water resources are not overused and
that they are allocated in a way that meets all needs. It is also necessary to organise Sustainable
Cost-RecoveryZ. This means that the part of utility revenues that is not funded by water-users but
comes from public budgets should be decided several years in advance to allow the utility to anticipate
and to invest. Ensuring sustainability means investment for future needs.

Integrated Sanitation Management

2008 is the International Year of Sanitation. However, when country governments meet together they
usually only talk about basic sanitation only. In practice this means that they target access to private
toilets and never discuss waste water management. It is necessary that they address pollution issues
as was done in Singapore or in Chile. In Chile, under the direction of the government, private
operators were able to increase the percentage of urban waste water that is treated from 16% to more
than 80% in a decade.

Diversity of PSP arrangements

Every year there are more PPP contracts. Every year there are more private operators. Private Sector
Participation (PSP) in water management includes a whole range of arrangements. In “management
contracts” the private company brings in its technical and managerial skills. It can also participate in
investment programs like in “concession contracts”. In some countries, the usual model is privatisation
which means that the water infrastructure is owned by the private company. Between privatisation and
the various forms of PPP contracts governments choose the option that best suits their needs.

% As defined in 2006 by the Camdessus Panel in “Financing Water for All", recommendation 30
http://www.financingwaterforall.org/fileadmin/Financing_water_for_all/Camdessus_Panel/Panel_propN_.pdf
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