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Metropolitan King County Council

Capital Budget Committee

	Agenda Item No.:
	3
	
	Date:
	June 21, 2006

	Proposed Ordinance:
	2006-0249
	
	Prepared By:
	Polly St. John


STAFF REPORT
SUBJECT:
AN ORDINANCE approving an $11.9 million supplemental appropriation to complete the Integrated Security Project (ISP) and to remodel and expand Jail Health Services (JHS) areas on the 6th and 7th floors in the King County Correctional Facility (KCCF) in downtown Seattle.  
SUMMARY:


Proposed Ordinance 2006-0249 requests expenditure authority for two main elements associated with completion of the ISP.  The council has been expecting both of these requests.  
1. Security Electronics:
In February 2006, the council was notified that the ISP was over budget and would need additional supplemental budget authority to complete the project.  The Executive is requesting $2,990,000 to complete the core security electronics system.  The proposal includes funding for negotiated construction changes, needed technology retrofits, county labor force construction, expanded design and management needs, and contingency replenishment.  
2. Addition of the JHS Phase II:
$8,935,000 is included to complete the JHS Phase II remodel and expansion.  (The total cost for JHS work is $10.8 million, which includes previously appropriated design funding of $1,823,323.)  Phase II will add new administrative space, provide wiring for electronic health record (EHR) implementation, and reconfigure and improve the existing clinic and infirmary areas.  
The following table summarizes the changes to the construction budget that would result from this supplemental request.  
Table 1

Summary of Project Budget

	Current budget
	$28,742,713

	Ordinance 15403 correcting calculation error
	1,823,323

	Revised budget
	30,566,036

	Security electronics completion
	2,990,000

	JHS Phase II
	8,935,000

	(Proposed Ordinance 2006-0249)  Subtotal
	$11,925,000

	Revised budget with proposed supplemental
	$42,491,036


In addition, today’s discussion will also include a quarterly briefing on the project by the project manager, as required by proviso.  

BACKGROUND:
The council has approved appropriations totaling $31 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, some 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 that the ISP was over budget and would need additional supplemental budget authority to complete the project.  The Executive has refined estimates for completion and is requesting $2,990,000 to complete the core security electronics system work and $8,395,000 to implement anticipated changes to the jail health areas.  
ANALYSIS:
The Executive is requesting $11,925,000 in supplemental appropriation authority to complete the ISP core security electronics system work and to remodel and expand JHS areas on the 6th and 7th floors in the KCCF.  The last two monthly reports have highlighted the need for additional ISP expenditure authority in the amount of $2,990,000 to replenish the exhausted contingency funding and to cover additional needs for completion of the project.  The council has also anticipated a funding request to move forward with JHS expansion, which is supported by the JHS Strategic Business Plan which was adopted by the council in Motion 12146.  The proposed amount to complete the JHS work is $8,395,000.  The two request components are discussed below.  
Completion of Security Electronics
The current project budget is $28,742,713, which includes funding for design, administration, construction, operations, art, MMRF projects and contingency.  This amount excludes early year “sunk costs”.  Per the current monthly report, the project is reported as 74% complete and is $2,227,495 over budget with substantial completion moving to 9.5 months over projections. 
Change orders for the project have produced contractor claims that have escalated the overall costs of the project.  To date, executed and pending change orders amount to $7,952,748 in increased costs to the project.  Portions of these increased costs have already been appropriated (such as the addition of the ITR expansion and MMRF projects), while other changes have been funded from the project contingency.  These negotiated contract changes bring “contingency demand” to $4,247,490 – or $2,227,495 over the budgeted amount of $2,019,995.  

According to the monthly reports, “none of the change orders issued to date can be viewed as discretionary”.  The report states that changes have resulted from:

· Unanticipated existing conditions in the facility such as wiring irregularities that must be changed to meet current electrical code standards and to sustain the new security system.  Also, fire alarm panels need to be updated, as the equipment is out-dated and no longer available.  Changes in the fire alarm panels were not included in the original project planning.  The council should be aware that these unanticipated requirements have the potential to further increase project costs.

· County initiated modifications, such as the addition of the Intake Transfer and Release (ITR) project. 
The Executive is requesting an additional $2,990,000 to complete the work and to reestablish contingency dollars for unexpected conditions that may yet arise.  With the project 74% complete, the current shortfall is $2,227,495.  The proposal to complete the remaining 26% of the work is $2.99 million.  This amount is only $762,505 over the identified shortfall, providing a limit cushion to complete the work.  Should additional unexpected conditions arise, the request may not be sufficient.  
Per the Executive, the request was refined by using historical data on conditions encountered to-date, as well as near-term work conditions as benchmarks to develop the request.  These estimates were developed as percentages of costs for work completed to date against the amount yet to be completed, as follows:
· $740,000 for impacts of existing conditions in the facility
· $700,000 for schedule expansion

· $300,000  for expanded IT scope
· $500,000 for county workforce labor costs

· $750,000 to replace project contingency

Impacts of Existing Conditions
$740,000

The term “existing conditions” covers such items as wiring irregularities that continue to be encountered in the KCCF.  Many of these wiring irregularities require significant re-routes and costly time impacts to rectify.  Others must be resolved to satisfy code and sustain the long term operation of the new system.  Discovery of these conditions continues.  

The report notes that security system installation and cutover will continue and that KCCF operations will rely, at least partially, on the existing system operation until the project is finished.  This system is obviously one of the “weakest links” in the current facility and any number of corrective actions could become necessary to support the interim interface between systems over the remaining course of the project.  The running of both new and old systems is accounted for in this portion of the request.  
Schedule Expansion
$700,000

The schedule has expanded by 7.5 months and an additional two months is under negotiation due to the impacts unanticipated conditions.  The impact of negotiated days could increase the schedule to 9.5 months over the original estimate.  Similar circumstances could occur in future months due to unforeseen conditions.  The proposed cost of schedule impacts to on-going design and outside management services is forecasted at $700,000.  These costs account for both the additional time the project is taking and the complexity of issues encountered.  
Expanded IT Scope
$300,000

Per the report, 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.  Changes to the telephone and data infrastructure include modifications to accommodate temporary moves (inmates, JHS, and DAJD operations), as well as final reconfigurations.  This work is performed by outside contractors under the management of the county’s IT Department and is coordinated through DAJD.  The estimated increase is based upon the current expenditures to date.  
Construction (Labor and Material) by County Workforce
$500,000

According to the report, all of the facility changes needed to accommodate interim moves for DAJD have been performed by county forces.  County employees have used to perform work related to correcting unforeseen existing conditions in an effort to avoid project impacts to the Contractor.  An example of this work is the separation of Low Voltage and High Voltage wiring at exiting doors with electronic controls.  There has been a standing policy to execute this work during regular work hours and utilize permanently-assigned trade staff to minimize costs to the project.  Material costs, premium hours, and added staff to meet schedules are expected to impact the project.  

Project Contingency forecast
$750,000

Based upon conditions encountered to date and the amount of work to complete, the executive is requesting $750,000 to replenish contingency dollars that have already been exhausted.  
Addition of JHS Phase II
The Department of Adult and Juvenile Detention (DAJD) is responsible for providing jail health services for people incarcerated in the jail.  DAJD provides medical service for inmates through an agreement with the Department of Public Health.  JHS is responsible for medical, dental, and mental health services for all inmates under the care of DAJD.  
A KCCF Medical Remodel was originally part of the Regional Justice Center Levy scope of work, which passed in 1992 and included additional treatment and observation and staff space for Jail Health.  This proposal will move JHS planning forward.  Motion 12146 approving the JHS Strategic Business Plan was adopted by the council in June, 2005.  The plan was developed to meet constitutional minimum levels of care and accreditation requirements, reduce costs, coordinate with DAJD, enhance employee morale, implement the EHR system, and provide a transparent oversight process.  
The JHS Phase II construction will allow for implementation of the adopted business plan and the EHR project, which is considered to be a critical tool to enable the implementation of other risk reducing and cost saving recommendations.  
Per the Executive transmittal letter, the requested $8,395,000 for JHS improvements “will provide the necessary space to provide quality medical services, meet accreditation standards, support the retention of quality medical staff, and improve the efficiency of service delivery”.  The Phase II project will add new administrative space, provide wiring for electronic health record (EHR) implementation, and reconfigure and improve the existing clinic and infirmary areas.  These improvements will occur on the 6th and 7th floors of the jail.  Attachment 5, provided by JHS staff, details the proposed changes which are summarized below:
· Expansion and consolidation of the pharmacy, allowing one pharmacy in the KCCF to serve both the KCCF and the Regional Justice Center (RJC);

· Expansion of  the laboratory space and upgrade of equipment, allowing for on-site laboratory services;

· Expansion of storage room space to provide for efficient retrieval of inventory and supplies and to comply with fire code;

· Expansion and reconfiguration of the clinic and infirmary to provide secure exam rooms, adequate negative pressure rooms, and ADA compliant infirmary cells;

· Consolidation  and expansion of administrative space to eliminate disruption of clinic work flow; and

· Expansion and redistribution of clinical operations space to provide adequate space for EHR access to complete medical documentation requirements.

The proposed changes were developed by JHS to comply with the business plan and to meet accreditation requirements.  The construction costs were developed through negotiations by the project manager and Facilities Management Division staff.  A value engineering process was used to refine the proposal, with certain requests eliminated from the design and other changes either reduced or substituted.  The result is the $8,395,000 request for funding.  
Schedule Changes

The negotiations between the contractor and the county on change orders have resulted in a total of 225 additional project calendar days – or 7.5 months – being added to the schedule.  The current contractual schedule for substantial completion of the ISP is April 23, 2007.  This revised completion date was established eight months ago and had not changed.  However, the latest report indicates that a 62 day extension request has been forwarded by the contractor to accommodate recently discovered unforeseen wiring, system and configuration variances.  The result of this estimate would push the substantial completion date to June 25, 2007 or 9.5 months beyond the original date.  
Reminders
· Floor by Floor Construction:  The ISP construction is taking place in an occupied jail that will remain in operation throughout the full two years of construction.  As work progresses, inmates will be housed in different areas of the jail.  Work will 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.  
· Security System:  As the new security system is installed, a shifting from old components to new ones and migration from the old Central Control Room (CCR) to the new occurs.  A series of temporary connections are made and devices are tested to ensure that the new components are functioning, while running concurrent to the old system.  In other words, both systems are functioning.  Until a system group is tested and final connections are made, the new electronic security system is operating through temporary wiring.  The change over process is meticulous and can be slow, possibly affecting the schedule. 
· Escort Consultant– Warren Cook and Associates provides consultant services to review jail escorts within the KCCF.  The first site visit occurred in July and the second visit took place at the end of November through early December.  At that time, the consultant received a project update from staff, toured construction areas, observed escort officers, attended a contractor meeting, and attended a Central Control Training briefing for command staff.  The consultant recommended that an escort always be in areas where contractors are working.  The consultant continues to state that this is a stellar program that is highly accountable and currently efficient.  He further states that no staffing adjustments need to be made at this time.  It should be noted that the escort budget is still running below projections.  
CONSULTANT BRIEFING
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 March 29, 2006.)  Ross Pouley, who serves as the Construction Manager for URS Corporation and the ISP project development manager, and Kathy Brown, Director of Facilities Management Division, will brief the committee.  Mr. Pouley also acts as the county’s independent consultant.  (Written monthly reports on construction are required by the council.  Attachment 4 is the monthly report for March & April 2006.)  
Today’s briefing will provide status reports on the overall project to include scope, schedule and budget.  

REASONABLENESS:

In February, the Executive reported that an additional supplemental appropriation would be needed to replace exhausted contingency and to complete remaining elements of the project.  Proposed Ordinance 2006-0249 would provide supplemental budget authority to complete the ISP and to add JHS renovations.  Past additions to the project, such as the ITR, and unforeseen existing conditions have resulted in additional costs and schedule slippage.  Although the supplemental request appears reasonable, it is possible that the request may not be sufficient, dependent upon the affects just mentioned.   
NEXT STEPS:  

Council staff will continue to:

· Track the change order process and schedule delays

· Monitor DAJD overtime usage
· 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 project renovations and expansion
ATTACHMENTS:

1. Proposed Ordinance 2006-0249
2. Transmittal Letter, dated May 24, 2006
3. Fiscal Note

4. Monthly Report on Construction, dated March & April 2006
5. DAJD/JHS ISP Phases II CIP proposal, dated March 2006
INVITED:

· Ross Pouley, Construction Manager, URS Corporation

· Kathy Brown, Director, Facilities Management Division
· Bette Pine, JHS

· Jim Napolitano, FMD
· Bud Parker, FMD

· Reed Holtgeerts, Interim Director, Department of Adult and Juvenile Detention
· Kari Tamura, DAJD
· Bob Cowan, Director, Office of Management and Budget (OMB)
· John Amos, OMB

· Jo Anne Bragg, OMB
· Ron Perry, Senior Analyst, King County Auditor’s Office
� 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.
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