Attachment B    March 8, 2004
King County Wastewater Treatment Division

Asset Management Pilot Program


	
	PROGRAM COMPONENTS
	
	
	SAVINGS SHARING


	
	· Service Life: savings on extending life of an asset and deferring replacement
· Maintenance Cost:  savings on maintenance activities
· Small in-house Capital Construction Projects:  savings from using existing staff to perform construction work

	
	
	· 50%-50% sharing between incentive fund and ratepayers


Service Life
Annual targets for equipment replacement would be set for the capital cost of equipment replacement for a selected group of assets for which historical cost data have been documented.  Actual spending performance would be compared to the targets at year-end, and documented savings would determine the dollar impact to bond borrowing and in turn, the debt service savings.  Documented savings would be cumulative in nature, carrying forward annually to constitute each year’s bond borrowing impact.  The bond borrowing impact would then be multiplied times the debt service factor (interest plus principal) from the most current bond issue to compute debt service savings or increases attributed to the Asset Management Pilot Program.

Fifty percent of any computed debt service savings would be paid to the Productivity Incentive Fund.  Fifty percent of any computed debt service increases would be paid from the Productivity Incentive Fund.

Maintenance Costs

Annual targets would be set for maintenance costs for a selected group of assets for which historical cost data has been documented, and actual performance would be compared to the targets at year-end.  Actual costs less than the targets would yield savings, 50% of which would be paid to the Productivity Incentive Fund; actual costs higher than the targets would represent increases, 50% of which would be paid from the Productivity Incentive Fund.

In-house Capital Construction Projects

An estimate for a small capital construction project would be prepared by an engineer or a work-order contractor.  Employees would be eligible to submit a “bid” for completing the work themselves with existing staff.  For those capital projects performed in-house, 50% of any savings would be paid into the Productivity Incentive Fund; however, if the final costs were in excess of the engineer/work-order estimate, then the excess would be reimbursed from the Productivity Incentive Fund.
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