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	Prepared By:
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STAFF REPORT
SUBJECT:
Two ORDINANCES to implement and expand the Integrated Security Project (ISP) and to add a new CIP project to a remodel the Intake, Transfer and Release (ITR) area in the King County Correctional Facility.  The request, if approved, would release of $7.1 million in restricted funding and would add $5.8 million in new expenditure authority.
The executive proposal requests council approval of four items:

1. Removal of funding restrictions placed on the current ISP project appropriations via proviso in both the 2002 and 2003 adopted budgets.
2. Removal of a portion of the funding restrictions placed on the current Jail Health Services (JHS) appropriation via proviso in the 2003 adopted budget.
3. New funding for the Intake, Transfer and Release (ITR) area to be incorporated into the ISP project.

4. New funding for the core ISP project to pay for expanded scope.

BACKGROUND:

The Integrated Security Project (ISP) currently includes a number of separately appropriated capital projects, totaling approximately $30 million, to make upgrades within the King County Correctional Facility (KCCF) in downtown Seattle.  These capital improvement projects (CIPs) have been appropriated over a number of years and include funding for modernization of the security electronic systems in the jail, as well as improvements to the jail health clinic and infirmary.  A substantive historical background of the ISP was provided in the June 23 staff report and is available upon request.  

Although the ISP project has presented on-going challenges and problems, the council has been consistent in its due diligence through a decade of change and has provided timely responses to executive requests.  The council has restricted selected expenditures through provisos to ensure that the project meets council policy objectives, King County Code requirements, and identified best business practices.
When the council was asked to approve capital appropriations for the ISP project in 2003, the council restricted funds subject to both a detailed review of the ISP and the completion of an overall jail operational master plan (OMP), as required in King County Code.  As a requirement for the release of capital funds for the project, the council directed that independent review be conducted of the scope, schedule and budget for the ISP.  The council wanted assurance that proceeding on the ISP would not compromise findings and recommendations from the pending OMP, which would take a comprehensive review of how DAJD conducts its business.  
REMAINING ISSUES 
Council staff identified issues for follow-up at the last ISP presentation in BFM.  Those issues will be discussed below and include the following:

· A more detailed explanation of the emergency declaration and bid waiver

· Detail regarding expenditures to date

· A budgetary crosswalk of the ISP since 1994
· Supplemental Request

· Operational issues during construction

· Possible 2005 budget issues and/or fiscal impacts

Follow-Up Issues from June 23
1. Explanation of the Emergency Declaration and Bid Waiver Process

In July 2003, the council waived - via emergency declaration - the competitive bidding and solicitation requirements to provide for an accelerated schedule for the ISP.  This means that the project is not subject to certain statuary King County and RCW contract procurement regulations relating to consultant and contractor selections, competitive bidding, design build, Capital Improvement Program (CIP) budgeting and reporting requirements, public contracting requirements, and M/WBE requirements.  Attachment 7 lists the specific RCW and KCC requirements that are subject to waiver.
A question was raised at last week’s committee meeting relative to whether or not the emergency declaration applied only to the security electronics portion of the ISP, or if it also applied to the other sub-projects such as jail health and ITR improvements.  The PAO subsequently confirmed that the emergency declaration language, as written, broadly encompasses all ISP related projects.  This provides the latitude to include related sub-projects into a single ISP construction project where practicable or necessary to minimize risk to the county.
An additional question was asked as to how procurement processes were accomplished under the waiver – particularly regarding the development manager and contractor.  The following summary details the processes to date:
· Development Manager:  A formal solicitation process for a development manager was initiated through King County Procurement in early 2003 prior to the declaration of a waiver.  Eighteen firms requested information from the RFP advertisement and five firms submitted proposals in April 2003.  The review committee selected Turner Construction based on their extensive experience in management and construction of large capital projects and, in particular, their experience in occupied jail management and construction projects.  In October 2003, following the emergency declaration, Turner was selected as the contractor and a solicitation process was initiated to replace Turner as the development manager.  Three of the four firms who responded to the original development manager RFP responded to the second solicitation and URS was selected as the development manager.

· Contractor:  The emergency declaration in July 2003 allowed for an expedited contractor selection process.  Turner was considered for and then selected as the future contractor for the ISP based on the following:

1. Evaluation of Turner’s qualifications identified in the recently completed competitive development manager selection process;
2. Turner’s extensive construction experience in large construction projects and specifically in occupied jails; and 

3. Turner’s first-hand knowledge of the ISP project resulting from several months of prior involvement in the project.  

Turner functioned as the construction manager from January 2004 until the pre-construction contract was executed in March 2004.  Turner’s final construction contract will be based on a negotiated fee and all construction work on the project will be competitively bid.  All major subcontracts were bid in June and will be signed following completion of the PAO and Finance Division Purchasing reviews and execution of the construction contract.

2.
Expenditures to Date
Councilmembers were told at the last meeting that some ISP expenditures have already occurred.  Attachment 8 was provided by the executive and details expenditures and their uses.  The project has been redesigned several times since its inception in 1994.  These design and scope changes over the last decade have resulted in significant expenditures that are no longer applicable to the current design.  Approximately $1.2 million initially spent for early consultant fees and $1.1 million for administrative costs of oversight and design have been lost.  The remaining $3.5 million appear to be integrated into the current design.  
ISP Crosswalk and Supplemental Request
Since the emergency declaration by the council in 2003, the scope, schedule, and budget for the ISP have changed due to redesign to provide more flexibility for operational improvements and future changes.  In addition, implementation costs are less than anticipated and more is known about jail health needs.  The executive is also recommending renovation of ITR.  

Proposed Ordinances 2004-0237 and 2004-0238, if approved, will expand the original scope of the project by:  

1. including $1.1 million for the conversion from an analog to digital system and additional infrastructure deemed necessary to accommodate potential future operations that are needed for the electronic system (flexibility initiative),

2. releasing restrictions on $1.4 million for Jail Health Services to make exam room improvements and to add an assessment clinic during the ISP implementation, rather than after the ISP (JHS Improvements), and

3. including a new $4.7 million CIP project to remodel the Intake, Transfer, and Release area at the KCCF (ITR Renovation).

Attachment 6 details the total adopted appropriations for the IPS project.  The crosswalk shows the adopted amounts, as well as previously released expenditure restrictions, restrictions currently requested for release, new requests for appropriation, and deferred projects.  
A total of $25,651,719 has been appropriated for ISP projects since 1994.  Of that amount, $20,682,881 was appropriated and restricted via proviso in 2002 and 2003.  Expenditure restrictions are still currently in place for $8,848,312 of these appropriations.  ($12,234,569 was previously released for expenditure by the council.)  The executive is proposing that $7.1 million of these remaining expenditure restrictions be removed and that a new supplemental request of $5.8 million be approved to expand the project, as well as to add a renovation of the Intake, Transfer, and Release area.

Analysis by the auditor’s office in reviewing and evaluating the implementation costs of the ISP have contributed to a reduction in the 2003 cost estimates by approximately $2.8 million.  The lower estimated costs were achieved by a thorough examination of the costs and the assumptions behind them.  Many ideas for reducing costs have been further developed by analysis of the OMP consultant and some changes have already been implemented by DAJD, such as expanding the double-celling capacity of the RJC.  During this process, DAJD, FMD and OMB have worked with the auditor’s office to identify further efficiencies.  A portion of these identified savings are proposed to be used for the ISP scope expansion.

Proposed Ordinance 2004-0238 would approve a supplemental appropriation of $5,848,443 to the building capital improvement fund to expand the ISP by $1,132,054 (for the flexibility initiative and JHS improvements) and to renovate the ITR at a cost of $4,716,389.  The proposed legislation would reduce the expenditure authority of two previous projects to cover changes in operations during construction.  

The reductions in expenditure authority represent estimated savings that will be “transferred” and applied to the ISP expansion.  Consequently, the electronic security system project is proposed to increase by $3.5 million, which includes the $2.4 million in amended expenditure authority and an additional $1.1 million.  The ITR is a completely new project with new appropriation authority of $4.7 million requested.  The table below summarizes the proposed changes.  

	Project
	Description
	2004

	395211
	ISP - DAJD Operations
	    (1,456,293)

	395212
	ISP - JH Operations
	       (950,889)

	395740
	Electronic Security System
	      3,539,236 

	395423
	Intake, Transfer & Release (ITR) Improvements
	      4,716,389 

	
	Total Fund 3951
	     5,848,443 


The $3.5 million increase to the ISP includes all work associated with the flexibility initiative, as well as added costs for preliminary system testing and discovery, consultant evaluation of OMP initiatives, compression of the construction schedule, re-evaluation of scope, and development manager costs. 

The $4.7 million proposed for the reconfiguration of the ITR area will address needed efficiencies and AJOMP II implementation.  The redesign of the existing area on the third floor is proposed to be partially funded by long range operational savings due to a net reduction in staffing of two posts.  The request includes the costs of the proposed capital changes and the costs associated with “moving” ITR operations during construction.  The auditor has reviewed the proposal and agrees that the operational savings from the two posts would pay for the project over a 12-15 year period.  DAJD operations would need to be closely monitored over this twelve year period to insure that projected savings pay for the costs of the renovation.

Additional Projects:

There are also a series of related KCCF capital projects that are appropriated within the Major Maintenance Reserve Fund (MMRF).  These projects have been on hold pending start-up of the ISP construction.  The projects are anticipated to be included as a part of the county contract with Turner Construction, the ISP contractor.  The projects are listed below:

Additional Projects to be included in the ISP

	Project #
	Description
	Appropriation 

	342001
	Shower Replacement
	1,303,500

	342618
	Water Pipe Replacement
	693,173

	342002
	KCCF Elevators
	2,706,211

	
	Total
	4,702,884


Additionally, there are a series of concurrent KCCF projects that do not warrant being included in the ISP project.  These projects will be administered as separate construction projects because they are localized and are outside the work areas associated with the ISP.  However, these projects will be coordinated with the ISP contractor to minimize conflicts.
Additional Projects NOT included in the ISP

	Project #
	Description
	Appropriation 

	343247
	KCCF Kitchen Floor Replacement
	492,968

	342006
	KCCF Chiller Replacement
	957,012

	342010
	KCCF Chiller Replacement Phase II
	969,016

	342012
	KCCF Roof Replacement
	341,205

	342XXX
	KCCF Roof Replacement Phase II
	620,000

	
	Total
	3,380,201


Operational issues during construction

Because inmates will continue to be housed in the KCCF during the ISP and moved throughout the facility as construction moves from floor to floor, it is possible that unforeseen operational changes may arise.  Adult detention populations shift monthly and could possibly impact staffing both at the KCCF and RJC, depending upon the average daily population numbers.  These changes could impact the ISP and are also addressed in the Operational Master Plan just transmitted by the executive.
DAJD has a policy for adding staff at the RJC when one or more housing units are double celled.  This staffing practice could affect scenarios for the most cost-effective housing arrangement for inmates during the ISP implementation – particularly if overflow in detention populations require movement of inmates to the RJC.  The OMP consultant reviewed jail staffing and advised further review and development of written staffing models for both county jails.
The Auditor estimates that further review of staffing models could result in a potential savings, depending on staffing scenarios and the number of units that are double celled at the RJC.  (It should be noted that a 2002 Auditor’s report documented that RJC staffing was less efficient when units are double celled, because the inmate-to-corrections officer ratio was lower than for a single celled unit.)  
Consequently, the King County Auditor’s Office (KCAO) has recommended that an independent consultant be retained to evaluate remaining ISP issues, as well as future OMP implementation issues.  It is important to note that the KCAO believes that independent evaluation should not interrupt or delay the ISP or jail operations.
Possible 2005 budget issues and/or fiscal impacts

The implementation of ISP construction activities will have some, but minor, operational budget impacts in 2005.  DAJD has indicated that if the proposed renovation of the ITR area is approved and proceeds as scheduled, the department will reduce its 2005 budget to represent an anticipated reduction in post positions.  The reduction for 2005 will be based on the timely completion of the renovation and will be “pro-rated” based on the amount of time that the posts will not be needed.  The council has already authorized 15.86 FTEs for construction related correctional officers and it is assumed that the authority will remain in place through the 2005 budget.  (These positions have been capitalized in the CIP appropriation.)  

In addition, jail health continues to complete its business plan that will address the CIP needs for the renovation of jail clinical spaces.  The schedule for the ISP anticipates construction through most of the 2005 budget year.  The recommendations of the business plan are expected to be part of the 2005 budget proposal.  Consequently, we do not expect significant operational savings from the proposed new flexibility projects, ITR improvement, and jail health modifications until the 2006 budget year.  Nevertheless, the council will want to consider using the 2005 budget ordinance to direct the executive’s preparation of its OMP implementation plan.  
Finally, it should be noted that the accelerated schedule of the ISP was predicated on the need to avert potential system failures in the existing security electronics; however, there will still be risk of complete or partial system failures until the majority of the project is complete.  If there is any level of system failure, there is a risk of higher operations costs until the completion of the majority of the project.  
STRIKING AMENDMENT
Proposed Ordinance 2004-0238 that requests a supplemental appropriation of $5,848,443 does not require modification.  However, a striking amendment to Proposed Ordinance 2004-0237 is included as Attachment 1.  This proposal would make changes to provisos restricting previously appropriated ISP projects and adds reporting requirements on ISP progress.  Striking Amendment S1 makes the following changes to the transmitted legislation:
· Changes the transmitted provisos to retain restrictions on $1,611,940 for Project 395840, JHS remodel.  The transmitted legislation would release expenditure restrictions on $2.75 million currently provisoed for the Jail Health Services remodel project, although the executive actually is requesting $1.138 million for release.  The remaining $1.6 million will continue to be restricted.  It is anticipated that the 2005 proposed budget could include additional needs for the renovation of JHS clinical spaces that will be addressed through the strategic business plan recommendations currently being developed by JHS.  
· NEW proviso 1 – This proviso would require monthly reports on the status of the ISP to include an overview, areas of concern, construction progress to include dollars and work completed against plan, inmate relocation, budget by project with change orders, and recommended future activity.  This type of report has consistently been used with other large CIP projects such as the Courthouse Seismic Project
 and has been a useful tool in monitoring the implementation of large capital projects.  
· NEW proviso 2 – This change would require the project development manager (URS) to independently brief the council on a quarterly basis regarding the construction status of the ISP.  This type of briefing and monitoring has been beneficial previously to the council for projects such as the Harborview Bond Project and the Transit Communication Center Project because it provided a larger picture of the overall project.  
· NEW proviso 3 – The KCAO recommended in their memorandum dated June 7, 2004 that independent evaluation begin during the ISP construction and continue following completion of the project.  The KCAO cited the value of independent review of staffing practices resulting from inmate movements during construction.  This proviso would seek a plan for independent oversight for operational staffing practices related to ISP implementation.  The proviso would restrict $1 million in Project 395211, ISP DAJD Operations – that capitalizes operational costs – and asks for a detailed plan for how this type of testing would occur.  The plan should be transmitted to the council by August 12, 2004.  
REASONABLENESS:
The ISP has met council intent for this project to assure that the design provides maximum flexibility and capacity for future improvements, as well as the implementation of OMP recommendations.  The ISP schedule has been changed due to refinements of phasing and sequencing, resolution of inmate movement plans, design changes, extra time needed for system testing, bidding of major sub-contractors and the notice to proceed on software engineering.  
Actual construction (affecting inmate movement) is ready to begin upon council approval of the executive’s request.  In addition, the ISP implementation costs have been subject to scrutiny and oversight.  

The addition of the remodeling of the Intake, Transfer, and Release area (ITR) as a new project not originally considered as part of the ISP is also a reasonable business decision for several reasons.  First, the KCCF booking facility is the only 24 hour/seven day-a-week booking and release facility in the county.  One of the rationales for the ISP is to extend the useful life of the KCCF for another 18-20 years.  Remodeling the primary “entrance and exit” to this facility - and the county’s overall detention system - reasonably should be part of extending the life of the overall facility.  The planned changes modernize the working of the ITR and will make it more operationally useful.  
Furthermore, the ITR remodel implements several AJOMP recommendations, especially the council initiative creating an Intake Services Unit to speed the decision-making for the use of alternative sanctions.  Another major component of the ITR remodel is the creation of new and better clinical spaces for jail health staff.  In order for the county to maintain national health accreditation (a condition of the Hammer consent decree), the ITR would have to be changed to accommodate the new clinical space.  Adding the new spaces as part of an overall remodel is more efficient.  Additionally, the department has shown that doing the remodel during the ISP will be less costly (approximately $800,000 less) than if it were completed as a stand alone project.  Finally, while the department can justify most of the remodel on the basis of operational needs, they have also demonstrated that staff savings will defray the costs of the remodel over a 12 year period through the reduction of two “post” positions.  Jail representatives have told staff that these savings will be part of the 2005 budget and that the department will not use these identified savings towards other budget target reductions.
Passage of the striking amendment for Proposed Ordinance 2004-0237 and approval of Proposed Ordinance 2004-0238 would authorize the executive to move forward with actual ISP construction.  The striking amendment would set reporting procedures in place via proviso for regular updates and evaluation of the ISP.  After a decade of problems, changes, and redesigns, it would appear to be a reasonable business decision to approve the amended legislation.
INVITED:

· Cheryle Broom, King County Auditor

· Ron Perry, Principal Management Auditor, King County Auditor’s Office
· Bob Thomas, Principal Management Auditor, King County Auditor’s Office

· Beth Goldberg, Criminal Justice Supervisor, Office of Management and Budget
· Kathy Brown, Division Director, Facilities Management Division
· Larry Mayes, Interim Director, Department of Adult and Juvenile Detention
· Michael Gedeon, Interim Chief of Administration, DAJD

ATTACHMENTS:
1. Striking Amendment I to Proposed Ordinance 2004-0237

2. Proposed Ordinance 2004-0237

3. Proposed Ordinance 2004-0238
4. Transmittal Letter, dated April 28, 2004  (funding request attachment is available upon request)
5. Fiscal Note
6. Crosswalk of the ISP, showing total costs of the project
7. RCW & KCC Mandates Subject to Bid Waiver
8. ISP Expenditures to date
� Other projects include the Harborview Bond Project, the Transit Communications Center, the RCECC, and Financial Systems Replacement Project
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