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	Polly St. John


STAFF REPORT
SUBJECT:
AN UPDATE on the $31 million integrated security project (ISP) construction in the King County Correctional Facility (KCCF) and the on-going management and assessment of operational practices.     
SUMMARY:

The council has approved $31 million for a major remodel of the King County Correctional Facility (KCCF) in downtown Seattle to improve security, operations, medical, and booking facilities—known as the Integrated Security Project (ISP).  The project also includes a remodel of the Intake, Transfer and Release (ITR) area and Jail Health Services projects.  
In response to a council proviso that requires independent quarterly updates on the status of the project, the ISP project development manager will be available to brief the committee on the ISP progress to date.  (The last quarterly report to the BFM Committee was presented on May 11, 2005.)  Ross Pouley, the Construction Manager for URS Corporation, and Kathy Brown, Director of Facilities Management Division will brief the committee.  Attachment 1 is the July 2005 Monthly Report on Construction required by the council.  (The June and May reports are also attached.)
Today’s briefing will provide status reports on the overall project to include:  
· Budget – The last quarterly briefing identified a $1.8 million shortfall in expenditure authority due to a calculation error when the ITR supplemental was forwarded for council approval.  Project delays and change order negotiations are escalating the cost of the project - resulting in anticipated diminished contingency funds.  
Contingency is budgeted at $2 million.  The report estimates that $1.6 million is needed to cover executed change orders and pending change order reserves.  Contingency shortfall projections are not quantified by the Executive.  Until the level of additional contingency is identified, the increased budget impact is unknown.  However, it is clear that additional expenditure authority will be requested by the Executive to cover the $1.8 million shortfall and additional contingency needs.  
· Scope – Major Change Orders for the Central Control Room (CCR) and Intake, Transfer and Release (ITR) areas have been negotiated.  The only other major change order anticipated for the ISP will be Jail Health Services – Phase II which is expected to be finalized by the Executive, although not in the proposed 2006 budget, as previously anticipated.  
· Schedule – Project changes have extended the project, resulting in a five to six month delay, with at an additional 30 days of extension time currently under negotiation.  In addition, Turner has also notified the county that they believe an additional 30 day entitlement needs evaluation.  These negotiations have the potential, if granted, to increase the delay to 7 or 8 months.  
· Staffing & Escort Consultant Site Visit – The first escort consultant site visit has occurred and the first report is excellent; however, project delays have generated a Department of Adult and Juvenile Detention (DAJD) staffing request in the third quarter omnibus to restore a post cut in the 2005 budget (based upon the projected schedule)
· Future – The Jail Health Services (JHS) accreditation and business plan are completed with planning progressing for Phase 2 changes to the KCCF  
BACKGROUND:

The Integrated Security Project (ISP) was adopted as part of the 2003 budget, which approved the $15.9 million ISP budget but added a proviso restricting expenditure authority until approval of the Department of Adult and Juvenile Detention (DAJD) OMP.  Based upon OMP consultant team safety concerns related to the deteriorated conditions of the security system, the Council adopted Ordinance 14715 in July 2003 which declared an emergency and waived certain competitive bidding and solicitation requirements.  The Council released expenditure restrictions of the $15.9 million to allow acceleration of the project.  

A year later, in July 2004, the council approved a $5,848,443 expansion of the project in Ordinance 14963, adding $1.1 million for expansion (flexibility initiative and JHS improvements) and $4.7 million to renovate the ITR.  
Project Monitoring and Oversight:  Based on the similarities of the ISP and the Courthouse Seismic Project (CSP) (i.e. complex renovation of an existing occupied building), the construction delivery methodology selected for the ISP project was a GC/CM process.  The CSP model utilized the services of an independent consultant acting as a Development Manager to manage the project on behalf of the county.  In October 2003, URS was selected as the Development Manager for the ISP.
The project development manager is responsible for the independent monthly written reports to the Council.  In addition, the project manager is responsible for independent oversight reporting in response to the proviso:

“PROVIDED FURTHER THAT:

The Integrated Security Project (ISP) development manager shall independently brief the council on the status of the project.  These independent status reports shall occur quarterly throughout the duration of the project.

Today’s briefing will be provided by Ross Pouley, the Construction Manager for URS Corporation, and the ISP project development manager.  He is acting as the county’s independent consultant.  

When additional funding for the inclusion of the ITR was approved, the council also approved three provisos
 to monitor the ISP project.  The provisos require the following:  
· Monthly reports on the status of the ISP are 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.  

· Independent briefings on a quarterly basis are required by the project development manager (URS) to regarding ISP construction status.  

The ISP Construction Development) Manager is an independent consultant hired by FMD to manage the overall ISP project.  The manager is responsible for monitoring the project scope, schedule, and budget, and for reporting to FMD management.  He is responsible for providing summary escort reports using detailed daily reports and for producing independent monthly reports and quarterly project presentations to the council.  

· Independent oversight of operational staffing practices related to ISP implementation.  

The council approved a plan and reporting system to review escort staffing over the course of the project in response to recommendations from the Auditor.  The plan required the hiring of an independent consultant to review operational staffing practices at different stages of the project, as well as monthly reporting to a review group made up of executive and council staff.  The review group has been meeting monthly since its inception.  The escort consultant, Warren Cook and Associates, has over 38 year’s practical experience in the criminal justice arena.  Mr. Cook made his first site visit in July.  His initial report is Attachment 4, and will be discussed in the staffing section.
BUDGET:

The ISP includes a number of separately appropriated capital projects to make upgrades within the facility.  These capital improvement projects (CIPs), which total $31 million, include funding for modernization of the security electronic systems in the jail, as well as renovation of the intake transfer and release area and improvements to the jail health clinic and infirmary.  It should be noted that the budgeted projects include some operational costs and other projects
 that are not included in the construction contract with Turner Construction.  The construction budget line item for the project is $20,199,143.  
The latest monthly update (July 2005) has indicated that the $2 million project contingency will not be sufficient to accommodate project changes.  The amount of overage has not been quantified by the Executive and will be in addition to the $1.8 million shortfall
 reported in March and discussed in the last update to the committee.  As stated in the July report, “the project team is currently assessing the prudent level of additional contingency funds needed to complete the project”.  However, the report, Attachment 1, estimates an impact of $1.6 million.  

Change Order Impacts:  In addition to contingency impacts, a negotiated time settlement related to project change orders has resulted in an identified $280,000 in additional costs to the county.  The contractor has notified the county that they believe they are entitled to an additional 30 days extension, which has been submitted and is under negotiation.  The contractor has also notified the county that they believe another 30 day entitlement needs evaluation.  This is due to a county requested revision to the ISP control panel functions and miscellaneous changes to security electronic components.  Negotiations are on-going between the contractor and the county to determine the level of responsibility for each.  It should be noted that until possible scope and schedule changes are negotiated and finalized, total project budgetary impacts are unknown.  When discussions are finalized, there may be an additional fiscal impact.  Schedule delays have already resulted in a negotiated time impact of $280,000, which is part of the $1.6 million contingency use.  
According to the report, negotiated and pending changes have resulted in additional costs that are proposed to be covered by the project contingency.  The result is that contingency dollars are 80% committed.  Table 3 of the July report itemizes the contingency utilization.  Staff has requested a detailed clarification for the use of these contingency funds.  
As change orders accumulate, costs increase.  As the implementing agency, Facilities Management is responsible for cost containment and negotiations.  Factory Acceptance Testing (FAT) of security electronics and installation is yet to occur, which has the potential to generate a number of change orders.  If substantial problems are identified in the FAT, the cost of the project has the potential to grow well beyond the available contingency and current budget.  However, at this time, there are no indications that the FAT will not go well.  
Major change orders for the Central Control Room (CCR) and Intake, Transfer and Release (ITR) areas have been negotiated.  The only other major change order that is anticipated for the ISP will be Jail Health Services – Phase II.  The Executive has asked for bids on the completed designs.  Per the report, the timeframe needed for the bidding and negotiation process will prevent inclusion of the funding request in the 2006 budget, as previously anticipated.  
Follow-Up from last Report:  Staff has questioned the status of Major Maintenance Reserve Fund (MMRF) projects associated with the ISP.  MMRF projects, totaling $4.7 million had previously been on hold pending the start of the ISP construction.  The projects are listed below:
MMRF 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


These projects were included in the original Turner construction contract and were part of the original scope and schedule.  The elevator project was also in the original construction budget.  However, the costs for the shower replacement and water pipes were submitted via change order and are under negotiation.  It should be noted that material costs have escalated beyond budgeted amounts, affecting the current scope which will be revised through the negotiations.  Staff continues to monitor the projects.  
SCOPE:

The latest report does not indicate any major scope changes for the overall project.  The last reported changes were the required revisions to: (1) the Central Control Room (CCR), necessitated by larger security system components than the originally designed space, and (2) the inclusion of the ITR in the jail renovation project.  The only other major change order anticipated for the ISP will be Jail Health Services – Phase II.  However, it should be noted that change orders, although not for major changes, could continue to change the project scope and thus, project schedule.  
SCHEDULE:

As a reminder, ISP construction is taking place in an occupied jail that will remain in operation throughout the full two years of construction.  The project is now scheduled for completion in February 2007.  (The original milestone for substantial completion was September 2006.)  As work progresses, inmates will be staged in different areas of the jail.  The current schedule will begin inmate movement in November 2005.  Work will then move from floor to floor through the facility - with approximately ten weeks scheduled per floor.  This movement of workers and inmates requires changes in the jail staffing to accommodate construction by providing “escorts” for construction crews and by securing construction areas.  This movement also influences the project schedule requiring that each area be completed prior to moving on to another.  

The contractor and the county have negotiated schedule changes related to project change orders.  The county has granted the contractor 172 days of additional time, resulting in a delay for completion.  The county has agreed to compensate the contractor for 109 of those days, resulting in an additional cost of $280,000.  (The project team had originally hoped that any potential delays related to the change orders could be offset by adjusting other project activities.)  This has not occurred and the project is now delayed five and one-half months, with the potential to extend to 7 or 8 months.  The major change orders negotiated were detailed in the May 2005 report, Attachment 3.  They are:
1. Security Electronics System - Pre-engineering work was not begun early enough in the contractor’s submittal process
2. Central Control Room reconfiguration – to accommodate revised equipment sizes requiring additional space
3. Control Panel changes – to include user initiated system corrections to function in a manner consistent with jail operations
4. New Intercom system – This function was missed in the new design, but discovered as part of the engineering review process

As noted earlier, it is unclear how change order negotiations that will affect budget may continue to impact schedule.  The July report stresses that the contractor has notified the county that they believe they are entitled to an additional 60 days extension due to control panel function and electronics changes.  This has yet to be negotiated between the contractor and the county.  The substantial completion date has changed incrementally due to change order negotiations.  The initial scheduled date was 09-07-06, which was extended to 01-31-07 in April and to 02-26-07 in May.  
The table below is from the July report and shows the original, negotiated and requested revisions under consideration for project milestones:
Project Milestone Events

	Milestone Activity
	Scheduled Milestone Date
	Negotiated/Revised Milestone Date


	Requested Revisions (Under Consideration)

	Gen. Contractor Job Start
	09.07.04
	09.07.04
	09.07.04

	FAT 1 Testing  Acceptance
	03.03.05
	09.08.05
	10.06.04

	FAT 2 Testing Acceptance
	05.24.05
	11.07.05
	02.02.06

	CCR Acceptance
	07.05.05
	12.20.05
	01.19.06

	Move Inmates from 11th Floor
	
	10.17.05
	11.14.05

	11th Floor Acceptance
	07.18.05
	01.04.06
	02.01.06

	Complete New ITR
	10.18.05
	01.26.06
	02.23.06

	Floor- by-Floor Construction
	07.26.06
	01.11.07
	03.06.06

	Project Substantial Completion
	09.07.06
	02.26.07
	03.26.07


The majority of the change order submittals not involving the ITR and CCR scope changes appear to be related to security electronics and control panel software, requiring significant delays due to redesign needs.  The review submittal process is almost complete.  According to the project manager, future construction change orders will begin to be more closely related to unexpected construction requirements.  Staff received change order detail during preparation of this report, but had insufficient time for analysis.  Staff will address the process in the next briefing.
It should be noted that the first Factory Acceptance Testing (FAT) is scheduled to occur in October.  This is a critical step in the ISP and necessary to proceed with the security electronics installation.  

STAFFING:

Department of Adult and Juvenile Detention (DAJD) Staffing Request:  Project schedule delays result in budgetary impacts.  The first budgetary effects of delays are being seen in the proposed third quarter omnibus ordinance.  DAJD is requesting $149,183 to cover staffing costs of one 24/7 post.  Staffing for the post requires 2.30 FTEs that must be extended because the ISP project is not following the original time frame anticipated by the department.  The ITR remodel was projected to be completed in July 2005 and as a result, these staffing costs were eliminated in the 2005 budget.  The ITR remodel is now expected to be operational in March 2006.  Consequently, DAJD is requesting restoration of the post and the overtime to cover the position for the remainder of 2005.  
DAJD Operational Escorts:  ISP operational staffing needs (escorts for construction crews and inmates) were planned for as part of the project, with approximately $4.5 million included in the operational budget.  
Staffing reports continue to be shared on a monthly basis at the ISP Oversight Group meetings.  (The review group includes representatives from the budget office, DAJD, Facilities Management, Jail Health Services, the Council and the Auditor.)  This group is to provide a forum for communication that will keep all the parties up-to-date on the ISP implementation process and the intended operational staffing issues
.  
To date, the Review Group has not identified any areas of concern regarding escort staffing.  On the contrary, reports continue to be excellent, citing instances of escorts being responsible for finding tools or objects that were left behind in construction areas.  In addition, staffing hours are below original estimates and efficiencies are being maintained.  The savings are attributable to efficiencies and to the delay in inmate movement associated with project delays.  It should be noted that escort staffing is funded and tracked in the CIP budget and that the provision of escorts is a requirement in the Turner construction contract.  The county is obligated to maintain these escorts.  Consequently, the CIP budget for escort services could be considered “encumbered” for the duration of the project.  
The DAJD requested post restoration, caused by the delay in ITR construction, is related to the anticipated project schedule at the time the 2005 budget was approved.  (ITR was to be completed in July.)  The post is funded in the normal operating budget and is considered separate from the escort budget and staffing.  
Escort Consultant:  Independent oversight of operational staffing was recommended by the King County Auditor to evaluate and assess escort policy during the ISP project.  Per council proviso, an independent consultant was required to review operational staffing practices at different stages of the project and to make recommendations on the reporting system, on potential savings areas, and a process for evaluation of possible savings.  Warren F. Cook and Associates from the Portland area, was selected as the consultant; and made his first visit in July.  The report, Attachment 4, states that the escort officers program is well designed, consistent, highly accountable and currently efficient and does not need adjustments at this time.  He was impressed with the professionalism of all involved in the project.  
FUTURE:

Jail Health Services (JHS):  DAJD is responsible for providing jail health services for people incarcerated in the jail.  DAJD provides some medical service itself—for example, jail staff administers the initial brief health screening when an inmate is booked, and jail health staff provides all needed health assessments.  In addition, jail health staff provide services for those who are under “suicide watch” in the jail.  

On June 13, the council approved in Motion 12146 the JHS strategic business plan and implementation plan for the electronic health records project.  The plan includes recommendations for improving efficiency, safety, and quality of service and was reviewed and approved through the county’s Information Technology Governance process.   The business case was approved by the Office of Information Resources Management (OIRM) Project Review Board.  Approval of the plan released $1,675,000 in funding to proceed with the project (CIP project 377136).  
The council has approved $2.63 million to make Phase I changes that include exam room improvements and an assessment clinic.. It is anticipated that the remaining JHS remodel costs (Phase II), estimated at around $3 - $4 million will be included in the executive’s proposed 2006 budget.  JHS has completed and received accreditation for the next three years that are linked to the improvements scheduled in the ISP project.  
NEXT STEPS:  

Council staff will continue to:

· Track the implications of the $1.8 million shortfall

· Track the change order process and schedule delays
· Participate, along with Auditor and executive staff, in the ISP review group
· Monitor monthly update reports

· Schedule quarterly briefings by the project development manager

· Participate in discussions regarding OMP implementation oversight
· Monitor JHS progress toward completion of business plans and renovations of clinic areas in the jail
ATTACHMENTS:
1. Monthly Report on Construction, dated July 2005
2. Monthly Report on Construction, dated June 2005
3. Monthly Report on Construction, dated May 2005
4. Warren Cook Site Visit Report, dated July 2005
INVITED:

· Ross Pouley, Construction Manager, URS Corporation

· Kathy Brown, Director, Facilities Manager Division

· Bud Parker, FMD

· Reed Holtgeerts, Interim Director, Department of Adult and Juvenile Detention

· Bob Cowan, Director, Office of Management and Budget

· Ron Perry, Senior Analyst, King County Auditor’s Office

� Ordinance 14962 and Motion 11996


� 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.


� As a reminder, the $1.8 million error occurred during the executive’s calculations for the supplemental request of $5.3 million when the ITR area was added to the project.  The FMD project team made an incorrect calculation of the needed increased funding.  Per the executive, the calculation of available (unspent) funds was understated by $1.8 million.  


� The ISP review group has been expanded to include oversight for the DAJD Operational Master Plan adopted by the council in November.  Because the ISP and OMP are closely linked, advisory group review should help continue overall insight for jail operations as well as progress toward OMP implementation.  It should be noted that the oversight group has expanded its’ review responsibilities beyond escort staffing to include project reports and OMP development.  
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