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Policy Analysis Schedule

11 “Groups” of Policy Analyses with policy options for RWQC:

March

April

May

June

July

August
September
October
Nov/ Dec
Throughout
Throughout

Group #1: Separated System Conveyance

Group #2: Pollution Source Control & Legacy Pollution
Group #3: Asset Renewal & Replacement

Group #4: Climate Impact Preparedness & Natural Hazard Resiliency
Group #5: Affordability Metrics

Group #6: Combined System Management
Group #7: Treatment

Group #8: Resource Recovery

Group #9: Finance/Rate Structure

Group #10: Equity & Social Justice

Group #11: Relationship to Contracts




Failure of 50-year-old
Ravenna Trunk Sewer
located in Seattle's
Ravenna neighborhood.
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Chasm on Ravenna
Boulevard grew to 175 feet
wide, 200 feet long, and 50

feet deep.

Shortly after midnight,
some 8,000 cubic yards of
sand, bricks, and timbers
flow a quarter of a mile
through the six-foot tunnel

Sewer cave-in, 16" Ave NE and Ravenna Blvd, 15 Nov 1957
Courtesy Seattle Municipal Archives (56017)
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1. How proactive vs. reactive should WTD be when deciding to refurbish or
replace aging infrastructure?

2. What level of redundancy of critical systems should WTD have?
3. What level of risk tolerance should WTD accept?
4. What approach should WTD use to fund Asset R&R projects?
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Overview

* Review:
o What is Asset R&R?

o Whyis Asset R&R
important?

* Problem statement
* Asset R&R policy options

Questions
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What Is Asset R&R?

Asset R&R

Renewing or replacing assets that have reached
the end of their useful lives
(and for critical assets, before they fail)
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Alki regulator gate

Why Is Asset R&R Important?

* Assets getold, become
unreliable, and wear out

* We need to plan ahead to
replace critical assets
before they become
unreliable

e How the Asset R&R

program is managed is key
to WTD’s sustainability




Problem Statement — Asset R&R

* The current RWSP does not address funding
sources or levels for asset renewal and
replacement — these projects compete for capital
funding within the entire capital portfolio.

* WTD’s O&M staff excel at keeping old assets in
operation. Unintended consequence: delaying
Asset R&R projects is sometimes the least worst
option relative to other pressing capital
requirements.

* This set of real-world circumstances has resulted
in a largely reactive approach to prioritizing Asset
R&R projects —that is, assets are typically not
replaced until they are past their useful lives,
increasing risk.

So - what policies would best sustain and
optimize asset renewal and replacement?




Asset R&R Policy Options — Proactive vs. Reactive

How proactive vs. reactive should WTD be when deciding to refurbish
or replace aging infrastructure?

Policy Options:
a. Maximize use of existing assets by delaying Asset R&R projects
as long as possible.

b. Gradually shift (over next 30 years) from reactive to proactive
approach for critical Asset R&R.

c. Quickly transition (over next 10 years) to proactive approach for
Asset R&R so all critical assets are refurbished or replaced prior

to failure.

King County | Wastewater Treatment



Asset R&R Policy Options — Proactive vs. Reactive - Tradeoffs

How proactive vs. reactive should WTD be when deciding to refurbish
or replace aging infrastructure?

a. Maximize use of existing assets by delaying Asset R&R projects
as long as possible.

Policy Tradeoffs:
* Deferred expenses today result in higher costs in the future.
* Lower impactonrates in the near term but higher systemic risk.

 This option chooses to wait for failure or imminent failure before
renewing critical assets. If critical assets fail, they threaten the
ability of the utility to function properly, and potentially cause
permit violations, public health and safety concerns,
environmental degradation, or employee safety concerns. This
option chooses a high likelihood of these events.
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Asset R&R Policy Options — Proactive vs. Reactive - Tradeoffs

How proactive vs. reactive should WTD be when deciding to refurbish
or replace aging infrastructure?

b. Gradually shift (over next 30 years) from reactive to proactive
approach for critical Asset R&R.

Policy Tradeoffs:

 Additional funding above the current baseline will be necessary to
implement this policy option.

 This option makes intentional strides toward sustainable
operations, service continuity, and cost effective management of
infrastructure, while recognizing the investment need and

stretching that investment over time to smooth impacts to
customers.
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Asset R&R Policy Options — Proactive vs. Reactive - Tradeoffs

How proactive vs. reactive should WTD be when deciding to refurbish or
replace aging infrastructure?

c. Quickly transition (over next 10 years) to proactive approach for Asset
R&R so all critical assets are refurbished or replaced prior to failure.

Policy Tradeoffs:

* Animmediate transition to a proactive Asset R&R represents a
significant policy shift.

 This transition will require additional staff time and money in the near
term. This will add expense above the status quo.

* These near term expenses will not be recouped directly, but will lead to
more efficient and optimal management of WTD assets in the long term.
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Asset R&R Policy Options — Redundancy

What level of redundancy of critical systems should WTD have?

Policy Options:
a. Implement redundancy only where needed to maintain permit
compliance.

b. Strategically and systematically implement redundancy for
critical functions; additionally, pursue redundancy where
renewal and replacement projects present the opportunity.
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Asset R&R Policy Options — Redundancy - Tradeoffs

What level of redundancy of critical systems should WTD have?

a. Implement redundancy only where needed to maintain permit
compliance.

Policy Tradeoffs:

 This policy option may result in higher risk.
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Asset R&R Policy Options — Redundancy - Tradeoffs

What level of redundancy of critical systems should WTD have?

b. Strategically and systematically implement redundancy for
critical functions; additionally, pursue redundancy where
renewal and replacement projects present the opportunity.

Policy Tradeoffs:

This policy option will require additional resources going forward.

Providing increasing redundancy will be more expensive than the
status quo.

Benefits: improved system reliability, safety, and reduced risk.
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Asset R&R Policy Options — Risk

What level of risk tolerance should WTD accept?
Policy Options:

a. Subjectively consider risk (with the goal of reducing risk) as
Asset R&R projects are scoped and implemented.

b. Use comprehensive risk analysis to identify optimal timing for
each Asset R&R project.
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Asset R&R Policy Options — Risk - Tradeoffs

What level of risk tolerance should WTD accept?

a. Subjectively consider risk (with the goal of reducing risk) as Asset
R&R projects are scoped and implemented.

Policy Tradeoffs:

* This describes current WTD practice. Modernization to more data-
driven risk practices is underway.

 This option requires no new resources.

 This option could result in lack of confidence from member agencies.
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Asset R&R Policy Options — Risk - Tradeoffs

What level of risk tolerance should WTD accept?

b. Use comprehensive risk analysis to identify optimal timing for
each Asset R&R project.

Policy Tradeoffs:

* This policy option will require additional resources to acquire more
and better condition information on operating assets.

 Benefit: increasingly optimized Asset R&R based on data.
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Asset R&R Policy Options — Funding

What approach should WTD use to fund Asset R&R projects?

Phase 1: Adopt a cash-funding depreciation approach in the sewer rate
model that more closely alighs with true Asset R&R spending needs.

Phase 2: Adopt a financial policy that preserves cash funding for Asset R&R
vs other portfolio categories.

Phase 3: Adopt a portfolio policy that prioritizes Asset R&R projects based
on risk and protects them from the impingement of other portfolio
categories and drivers.
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Asset R&R Policy Options — Funding - Phase 1

What approach should WTD use to fund Asset R&R projects?

Phase 1: Adopt a cash-funding depreciation approach in the sewer rate model
that more closely alignhs with true Asset R&R spending needs.

Policy Options:

a. Ensure minimum required funding for Asset R&R critical assets through status
quo approach.

b. Ensure adequate funding for asset R&R through transparent and efficient
means, with potential future higher spending levels.

c. Ensure adequate funding for asset R&R through transparent and efficient
means with potentially significantly higher future spending levels.
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Asset R&R Policy Options — Funding - Phase 2

What approach should WTD use to fund Asset R&R projects?

Phase 2: Adopt a financial policy that preserves cash funding for Asset R&R
vs other portfolio categories.

Policy Options:
a. Prioritize flexibility and rate management.

b. Prioritize intergenerational equity while allowing for some moderate
flexibility and opportunity to manage rates.

c. Prioritize intergenerational equity.
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Asset R&R Policy Options — Funding - Phase 3

What approach should WTD use to fund Asset R&R projects?

Phase 3: Adopt a portfolio policy that prioritizes Asset R&R projects based
on risk and protects them from the impingement of other portfolio
categories and drivers.
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Asset R&R Policy Options — Funding - Tradeoffs

What approach should WTD use to fund Asset R&R projects?

Tradeoffs:

Depending on how policy options for each phase are decided, tradeoffs could be:

o More monetary resources for asset renewal and replacement but potentially less for
other capital portfolio categories.

o Potentially higher sewer rates due to more borrowing to pay for other capital program
categories.

o Additional spending in the near term on Asset R&R projects, but more predictable
impact on rates in the long term when steady-state Asset R&R is achieved.

o Status quo Asset R&R prioritization (and spending) in the near term but gradually
increasing risk over time.
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Q&A / Recap

Asset R&R Policy Questions:

1.

How proactive vs. reactive should
WTD be when deciding to refurbish or
replace aging infrastructure?

What level of redundancy of critical
systems should WTD have?

What level of risk tolerance should
WTD accept?

What approach should WTD use to
fund Asset R&R projects?

Lower Duwamish




Thank You
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