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STAFF REPORT
SUBJECT:
AN ORDINANCE approving a $7.78 million supplemental appropriation to complete the Integrated Security Project (ISP) and related Jail Health Services (JHS) projects in the King County Correctional Facility (KCCF) in downtown Seattle.  
SUMMARY:


This is the second hearing for this supplemental request.  The Executive’s proposal is intended to be the final supplemental appropriation associated with the ISP and JHS projects in the KCCF.  

Proposed Ordinance 2007-0445, if approved, will provide expenditure authority for the anticipated costs to complete the ISP.  The council has been expecting a supplemental request for additional operating costs associated with revisions to the original scope of the project, as well as operational and capital expenditures for changes to the JHS Phase 2 addition.  As noted in the Executive’s transmittal letter, the proposed changes will fall into the following categories:
· Facilities Management Division (FMD) construction and project management - $1,831,048
· Department of Adult and Juvenile Detention (DAJD) operating impacts - $3,888,024

· Jail Health Operating impacts - $176,874

· Project and operating impacts contingencies - $1,753,814

The following table summarizes the changes to the construction budget that would result from this supplemental request.  
Table 1.  Summary of Project Budget

	Description
	Amount

	Previous Budget Subtotal
	$46,503,587

	DAJD operations
	3,888,024

	JHS operations
	176,874

	Contingencies
	1,753,814

	KCCF Medical/Administration Remodel
	1,831,048

	New Proposal Subtotal
	$7,649,760

	Revised budget with proposed supplemental
	$54,153,347


BACKGROUND:
The council has approved appropriations totaling $46.5 million for a major remodel of the King County Correctional Facility (KCCF) in downtown Seattle.  The overall project is called the Integrated Security Project (ISP).  The ISP includes a number of separately appropriated capital projects to make upgrades within the facility.  These capital improvement projects (CIPs) include funding for modernization of the security electronic systems in the jail, as well as renovation of the intake transfer and release (ITR) area and improvements to the jail health clinic and infirmary.  It should be noted that the budgeted CIPs include some operational costs – such as escort officers – and associated projects that are not included in the construction contract with Turner Construction, the general contractor/construction manager (GC/CM) for the project.  

$9,318,838 was appropriated between 1994 and 1998
.  The 2003 budget included a total of $16,385,881 for ISP projects.  Further, in September 2004 the council approved an additional $5,579,543 for the project to implement a reconfiguration of the ITR area, bringing total appropriation authority to $31,500,162.  Through the change order process, over $5 million in county planned maintenance projects – funded by the Major Maintenance Reserve Fund (MMRF) – have also been added to Turner’s contract.  
In April 2006, the Council appropriated funding for a $1.8 million shortfall in expenditure authority for the ISP that was needed to correct a computation error.  Additionally, the council was notified in February 2006 that the ISP was over budget and would need additional supplemental budget authority to complete the project.  In June 2006, the council approved and additional $11,925,000 to complete the core security electronics system work and to implement anticipated changes to the jail health areas.  This supplemental request of $7,649,760 is intended to be the final expenditure request for completion of the project, bringing total appropriations for the project to $54 million.  
Past Changes to Scope, Schedule and Budget

All major construction projects expect and plan for unanticipated or unforeseen conditions by including contingency funding in the budget.  Contingency funding is often estimated between 10 and 20 percent.  The ISP project has experienced more unforeseen conditions than expected which have resulted in negotiated construction changes that impact scope, schedule and budget.  As much as a million dollars in additional expense is associated with the cumulative impact on the project schedule from time related negotiations.  Additionally, the project has experienced major scope changes – some that were anticipated, such as the addition of the JHS 2 and some that were not, such as the Intake, Transfer and Release (ITR) area.  
The following list details the major project changes since the project was originally funded in the 2003 budget:
1. Addition of the ITR – When the $4.7 million ITR addition was approved by the council, the project was assumed to be partially funded by “savings” in the capitalized operations budget.  Two project budgets were reduced:

· Project 395211 - DAJD Operations by $1.4 million and 
· Project 395212 - JHS Operations by $951,000.  
Proposed Ordinance 2007-0445 is requesting additional funding for both of these previously reduced CIP projects.  It should be noted that the ITR changes resulted in the elimination of a control station post that should eventually result in future operational savings.  
2. Reconfiguration of the Central Control Room (CCR) – The CCR required a size revision because the combination of security system components that were ultimately selected for the project were larger than the available space originally designed for the installation of wiring for new circuits and electronic infrastructure.  This change impacted the schedule significantly.  
3. Redesign of the security electronic panels – The security electronics software systems underwent factory acceptance testing (FAT) during development prior to final installation in the facility.  This testing was necessary and also needed revision after review by DAJD personnel, but added an estimated seven months to the project schedule.  Additionally, System Acceptance Testing (SAT) is required for electronic devices prior to cutover on each floor.  The system becomes more stable as each subsequent floor advances into the system.
4. Re-wiring and fire alarms to meet current code requirements – As KCCF walls were opened, significant wiring irregularities were encountered.  Many required re-routes, changes to satisfy code requirements, and resolution of the problems produced costly time impacts to the project.  (An example of this work is the separation of Low Voltage and High Voltage wiring at exiting doors with electronic controls.)  Fire alarm panels need to be updated, as the equipment was out-dated and no longer available.  Changes in the fire alarm panels were not included in the original project planning and were added to the project.
5. Addition of JHS 2, including expanded pharmacy, laboratory, and storage space – Although the JHS 2 was always anticipated to be added to the project construction, the amount was not determined until $8.4 million in expenditure authority was requested in June of 2006.  The proposed changes were to comply with the business plan and to meet accreditation requirements and to support the retention of quality medical staff, and improve the efficiency of service delivery.  
6. Addition of technology retrofits to accommodate electronic health records (EHR) – The scope of telephone and data distribution changes to support the project was not known when the project was designed and a placeholder of $200,000 was established in the project budget.  Additional changes to the telephone and data infrastructure include modifications to accommodate temporary moves (inmates, JHS, and DAJD operations), as well as final reconfigurations needed to support and coordinate with the new HER needs.  
7. Changes in the JHS administration space design – The proposal is to locate administrative functions for Jail Health Services (JHS) in the new county office building (NCOB) with other Public Health employees rather than within the jail.  Previously these functions were planned to be constructed atop the 7th floor of the west wing (on the roof).  
8. Unplanned changes for suicide prevention spaces – Approximately $1.6 million in “savings” from the change in construction plans achieved by moving the administrative space is proposed to be applied to 8th floor suicide enhancements and 7th floor temporary infrastructure.  However, additional costs will be associated with the movement of employees both temporarily and permanently.  
9. Additional need for DAJD operations escorts, posts and overtime – The budgeted hours for escorts has been exceeded.  Although some hourly “savings” were identified to offset a portion of the potential over-runs, the savings are not sufficient to avoid the need for a supplemental budget request.  Contractor work requiring escorts that wasn’t identified or included in the escort cost model is on-going and additional work days and overtime for contract work that could not be accommodated during the normal 40 hour work schedule will affect operating budgets for posts and overtime. 
10. Shower and elevator projects (MMRF funded) that required changes to meet current code requirements – These projects have become more extensive than anticipated, with mold removal required in the shower replacement project and state elevator code requirements needing to be met as they are upgraded.  

11. Changes to the West Wing usage – The original ISP planning was based upon the assumption the West Wing door controls would be migrated to the new CCR earlier in the project than has been possible.  This proved to be unfeasible due to the security system sequencing and resulted in unanticipated overtime for a number of Corrections Officers.  
ANALYSIS:
The Executive is requesting $7,649,814 in CIP supplemental appropriation to complete the ISP and the JHS Phase 2 projects in the KCCF.  According to the transmittal letter, the request “is intended to be the final required funding to complete these critical and longstanding capital improvements”.  This supplemental request has been reviewed and agreed upon by all parties involved in project implementation and oversight.  As discussed below, this project management team will continue to meet regularly to oversee the project.  
PMA Consulting, LLP and Saybrook Associates, Inc. were hired by the Council Auditor to implement a Capital Project Oversight Model.  PMA/Saybrook was asked to provide interim recommendations on specific capital projects if the consultants deemed them necessary.  Six early recommendations were made to improve management of the ISP and were presented to the committee in June.  The recommendations are intended to improve communication among project stakeholders, personnel, involved agencies and contractors.  

Per those recommendations, the Executive has created an ISP project team composed of five participating agencies – the Office of Management and Budget (OMB), the Facilities Management Division (FMD), the Department of Adult and Juvenile Detention (DAJD), Jail Health Services (JHS) and the project manager URS meet regularly and review the project.  The team was used to provide cost detail for this request.  According to the transmittal letter, the team will continue to review the project and Jim Buck, County Administrative Officer, will be the recommended single point of contact for communication.  

The request includes four CIP project components and one operating budget component.  All proposed expenditures are based upon the assumption that the ISP project will be completed in September 2007 and that JHS 2 will reach completion a year later in September 2008.  
Operating Request:  $133,909 is requested for the DAJD appropriation unit to provide for overtime costs associated with one officer on two shifts.  This request is in lieu of a full time employee request for up to six months.  

The initial ISP check-in work station design plan requires two officers to staff the post which historically, has required one Corrections Officer.  To mitigate salary and benefits costs for a second position, DAJD worked with FMD and contractors to redesign the entry access to the station.  The modification will be completed by the end of 2007.  Until it is completed, the current design requires two posts.  In lieu of a full time employee (FTE) for six months, DAJD is requesting $133,909 in their operating budget to provide overtime for one Corrections Officer on two shifts.  
CIP Project Requests:  The CIP requests include four project areas, two of which are for capitalized operational costs associated with the project.  It should be noted that both the operations projects were reduced in 2004 to reflect long term savings that will be achieved in the ITR area.  However, the savings were not immediate.  The projects were reduced as follows:  
· Project 395211 - DAJD Operations by $1.4 million and 

· Project 395212 - JHS Operations by $951,000.  

Consequently, both these operational projects now need expenditure authority.  
1. DAJD Officer Escorts, Posts and Transports
$3,888,024
The ISP budget includes operational cost categories for escorts, dedicated DAJD staff, and additional corrections officers associated with temporary inmate housing when floors are vacated.  As noted in earlier staff reports, concerns have been raised regarding the impacts of unanticipated existing conditions within the building and schedule extensions upon these budgets.  These concerns were apt.  The budgeted hours for escorts has been exceeded.  Although some hourly “savings” were identified to offset a portion of the potential over-runs, the savings are not sufficient to avoid the need for a supplemental budget request.  The addition of the JHS 2 work will also impact operational costs.  

The request is intended to cover increased escort hours, inmate transfers, transport to the RJC for dental and x-ray during construction, overtime costs associated with coverage of two additional posts, and two temporary posts required due to relocation of the health clinic.  Council staff has reviewed all backup documents associated with this request.  The number of posts, hours and staff appear to have been thoroughly vetted and to cover previous deficits, as well as projected costs.  Assuming the project remains on schedule the request appears reasonable.  
2. JHS Operations
$176,874
According to the transmittal letter, the relocation plan for jail health operations was not finalized previously.  This increase in operational costs is related to staff time for clean-up, packing and unpacking, storage costs, moving and temporarily installing the medical records storage system, some work station costs, and an additional administrative staffer.  This request will bring total appropriations for this project to $2,394,807.  
3. Changes to JHS Phase 2 Construction
$1,831,048
Initially, Phase 2 included a plan to add new administrative space and to reconfigure and improve the existing clinic and infirmary areas.  In a letter dated April 6, 2007, the Facilities Management Division (FMD) Director informed the Chair of the Council and the Chairs of the Capital Budget Committee and Law, Justice and Human Services Committee of a planned scope change in the ISP JHS Phase 2.  The proposal is to locate administrative functions for Jail Health Services (JHS) in the new county office building (NCOB) with other Public Health employees rather than within the jail.  Previously these functions were planned to be constructed atop the 7th floor of the west wing (on the roof).  According to the letter, approximately $1.6 million in “savings” realized from the change in construction plans is proposed to be used for recently identified components of the project that will not have sufficient funding.  

· 8th floor suicide enhancements – The 8th floor of the jail will temporarily hold inmates, who would normally be located on the 7th floor, in psychiatric housing.  Original planning did not include suicide prevention enhancements of the 8th floor during the construction process.  
· 7th floor temporary infrastructure –JHS staff who normally work on the 8th floor will be temporarily housed on the 7th floor during construction of their usual space.

$1.8 million is proposed to accommodate these changes, which includes the assumed $1.6 million “savings”.  Proposed costs (rounded) are as follows:
· Construction increase
$216,000

· 7th floor improvements
339,000

· Suicide prevention
134,000

· 6th floor HVAC additions
282,000
· Planning and design for 7th floor/JHS relocation, Integrus contract
861,000

· FMD project management costs
195,000

· URS management costs
320,000

· Contingency – needing replacement
356,000
· Contingency – changed scope
675,000

· Savings
(1,545,000)

Total
$1,833,000
Although this request includes the anticipated savings from the scope change, it also replaces $1 million in exhausted contingency funding from the ISP project.  Because the contingency needs to be replenished, the savings do not significantly offset the needed changes to the project.  
4. Additional Contingency/Coordination
$1,753,814
Previous contingency dollars have been used to cover significant unanticipated circumstances and negotiated changes to the project.  The Executive is proposing final amounts to allow for potential schedule slippage or additional unforeseen consequences.  The proposal currently includes $1.75 million in Project 395212, Jail Health Operations for this purpose.  This would not make the contingency funding transparent or easy to track.  Consequently, it might be prudent to establish a separate CIP project to highlight any expenditure for this purpose.  
STRIKING AMENDMENT:
A striking amendment has been prepared that will create separate tracking and approval tracks for any contingency dollars by creating a new “contingency” project in the CIP budget.  In addition, two provisos have been added: one related to contingency oversight and reporting and another to develop increased camera surveillance within the KCCF:
1. Contingency Reporting – To further ensure that the appropriated funding for contingencies receives scrutiny a proviso has been added that directs the Executive to include any usage of these dollars in the monthly report that is already received by the council.  

2. Camera Proposal – A proviso has also been included that directs the Executive to develop a proposal to increase camera surveillance within the allowable limits of the jail to ensure security for both inmates and personnel.  

REASONABLENESS:

Council and Executive staff have reported for over a year that additional appropriation authority would be needed for operational costs, to replace exhausted contingency, and to complete remaining elements of the project.  Proposed Ordinance 2007-0445 would provide supplemental budget authority to finalize the ISP and to complete JHS renovations.  All proposed expenditures are based upon the assumption that the ISP project will be completed in September 2007 and that JHS 2 will reach completion a year later in September 2008.  Any major project delays could affect the basis of the request; however, a significant contingency has been included for this purpose.  Assuming that the schedule will not be compromised and that no significant unforeseen conditions arise, the request appears to be reasonable to complete the project.  
ATTACHMENTS:

1. Amendment to Proposed Ordinance 2007-0445

2. Proposed Ordinance 2007-0445, including attachment
3. Transmittal Letter, dated August 16, 2007
4. Request Summary, provided by OMB

5. Council Auditor memo, dated June 6, 2007, listing PMA/Saybrook recommendations  
INVITED:

· Bob Cowan, Director, Office of Management and Budget (OMB)

· Sid Bender, OMB

· John Amos, OMB

· Jo Anne Fox, OMB
· Kathy Brown, Director, FMD
· Bette Pine, JHS

· Reed Holtgeerts, Interim Director, DAJD
� Some of the early appropriations for the design and/or electronics (amounting to $3-4 million), are considered “sunk costs” that will not be recaptured for project expenditures.  All expenditures prior to June 2004 total $5.8 million.  
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