
Hybrid Management and Maintenance Contract  
Characteristics of a Traditional Management Contract 

In a traditional management contract, a private company is hired to ensure continued satisfactory 
operation of the utility. Management contracts typically include both operational (i.e. management) 
activities and maintenance activities associated with typical wear and tear.   

Characteristics of a Hybrid Management and Maintenance Contract 

As in a traditional management contract, the contract assigns the management and maintenance of the 
water supply system to a private operator in exchange for a fee. One of the key objectives of this type of 
contract, however, is to achieve 24/7 service from intermittent supply. This requires investments to be 
made, which is not typically part of a management contract.  So, aspects of both a performance based 
management and maintenance contract and a traditional design-bid-build model are combined to take 
advantage of the strengths of each model and optimize investment to deliver solutions that balance 
capital as well as operations and maintenance (O&M) expenditure. In this hybrid management contract, 
capital and operational expenditures are combined to balance the cost and reduce the risks (including 
non-financial risks) associated with each. The private operator, as the contract manager, plays a key role 
in deciding the components of the utility’s capital development program, which is publicly funded. Yet it 
is also required to transition and maintain 24/7 service levels. Since the company is afforded the 
freedom to design the approach to improve services while managing the system on behalf of the 
government, a fair amount of freedom is granted to the company for specific design. This encourages 
the company to minimize its own operating risks by seeking the replacement of as many assets as 
possible, even where these are costly investments.  As such, this contract was structured so that profits 
from operational savings as well as more efficient capital investments are shared between the public 
and private entities.  

Payment structure: In a pure management contract, payments are based on a fee that combines a fixed 
component defined through the tender process and a performance-based component according to 
achievement of key performance indicators.  On the other hand, in a typical concession contract, returns 
are maximized by generating revenues from investments defined and funded by the operator, provided 
operating costs are met. In this hybrid contract, in addition to the management fee, a gain share is paid 
to the Operator from a pre-defined capital expenditure ceiling if the 24/7 objective was achieved for less 
than the estimated amount. 

Role of the private sector:  

As with a traditional Operations and Maintenance contract, the private sector is responsible for 
performing the necessary managerial activities and minor repairs to provide adequate service. The 
activities associated with this responsibility may range from equipment repairs to ensuring accurate 
billing. An Operations and Maintenance contract would also include the operation of the treatment 
plant and distribution network to ensure both customer service and regulatory compliance. In the 
hybrid model, these activities are combined with what is typically a separate construction contract (also 
sometimes referred to as capital works).   





 

 

 

 
 

 
 
 





 

 

 

 
 



 
 
 


