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JUVENILE REHABILITATION

CAPACITY PLANNING

Summary

T he Juvenile Rehabilitation Administration (JRA) within the
Department of Social and Health Services currently operates six
secure facilities for the custody and treatment of juvenile offenders:
three institutions—Green Hill, Maple Lane, and Echo Glen; and
three Youth Camps—Naselle, Mission Creek, and Indian Ridge.!
Combined annual operating costs for these facilities are
approximately $47 million, or $52,800 per bed.

The Joint Legislative Audit and Review Committee (JLARC) had
already planned to study the impact of housing unit design on JRA
operating costs, when it was mandated in the 1996 Supplemental
Budget to conduct a similar study on “staffing models and staff
deployment” at the institutions. Responding to the committee’s
initial interests as well as the mandated issues, this study reviews
the capital and operating costs of JRA’s major facilities.

The report estimates than an annualized savings of up to $3.5
million could be achieved by replacing smaller sized housing units
with larger units, and by consolidating smaller facilities into larger
institutions. A total of seven recommendations are included.

THE 1995 FACILITY MASTER PLAN . ..
AND THE CURRENT GREEN HILL
PROJECT

JRA does not have an ongoing master planning process. However,
1n 1994, in response to rapidly increasing institutional populations,

! Two additional facilities, a 48-bed Basic Training Camp and an 80-bed unit at
Eastern State Hospital, are also expected to openin early 1997.
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Summary

the legislature appropriated $300,000 to JRA to develop a
comprehensive master plan for its facilities. The plan, which was
prepared by the firm of NBBJ, provided a comprehensive overview
of JRA facilities and identified physical options for system expansion.
A major shortcoming, however, was that it contained only minimal
economic analyses of the major capital alternatives.

Nevertheless, this plan did serve as the basis for JRA’s 1995-97
capital plan and budget request, which was largely funded by the
legislature. The major project was to rebuild Green Hill School, and
expand its capacity from 144 to 254 beds. In the fall of 1995,
however, anew juvenile institution population forecast was released
that was significantly higher than the one on which the master plan
had been based. This led to expanding the original Green Hill plan
even further, from 254 beds to 416 beds.

A key feature of the Green Hill project has been the development of
a 64-bed housing unit prototype. Because of its size, it offers
substantial staffing efficiencies when compared to many older and
smaller housing units. The current plan for Green Hill calls for
building six of these units. At present, JRA has only secured
funding to construct three of the units. It has, however, received
funding tobuild out the facility’s infrastructure to thelevel necessary
toaccommodate the full 416 residents. JRA will be seeking funding
from the 1997 Legislature to build the additional three prototype
units.

JRA POPULATION FORECAST VERSUS
CURRENT AND PLANNED CAPACITY

Each fall the Office of Financial Management (OFM) prepares a ten-
year JRA Institutional Population Forecast. The newest 1997
forecast is substantially lower than the 1996 forecast—the one on
which the decision to expand the Green Hill project was based.

As aresult of the newest population forecast, current and already-
funded new capacity is now expected to exceed the forecasted
population for the next several years, barring any major changes to
current sentencing practices. The extent to which capacity exceeds
forecasted demand depends on which capacity level is being
considered. Atrated capacity, the excess will range from 2 to 72 beds
between FY 1998 and 2002. At the higher maximum operating
capacity level, the excess will range from 130 to 206 beds.
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We did not attempt to assess which of the two capacity levels is the
most appropriate to use for capital planning purposes. Because the
budget implications are significant, however, it is an issue which
should be considered by the legislature.

Even at the lower rated capacity levels, the numbers cast doubt on
theneed to proceed with any additional capacity building projects at
this time. Such projects include a new 300-bed facility in Eastern
Washington that had been called for in the 1995 master plan, as well
as two additional new capacity building projects included in JRA’s
recently released 10-Year Capital Plan. The numbers also cast
doubt on the need to proceed with building the additional three
prototype units at Green Hill for capacity building purposes.

FACILITY COSTS

Annual operating costs for JRA facilities averaged $52,800 per bed
in FY 1996. Due to current capital projects, this average will be
reduced to $50,500 by FY 1998. Ofthislatter amount, approximately
50 percent of the total cost is attributable to housing unit staff, 35
percent to other facility staff, and the remaining 15 percent is
attributable to non-labor costs.

Housing unit size is a major driver of a facility’s total operating
costs. Staffing costs for JRA’s 64-bed prototype unit are projected to
be $20,200 per bed, compared to $27,500 in JRA’s standard 16-bed
cottages. Because of similar economies of scale, overall facility size
is also a major cost driver. We found, for example, that per bed costs
for administrative services were $4,100 at Maple Lane (260 beds),
whereas they were $6,200 at Indian Ridge (76 beds).

Proportionately, capital costs are much less than operating costs.
We estimate the current annual equivalent capital cost for all JRA
facilities, calculated over a 50-year period, to be approximately
$8,900 per bed.

One capital cost that stands out relates to staff housing at Naselle
Youth Camp, the only facility to provide housing for some of its
employees. Rent is charged for the 27 units, but the amounts are
nominal (from $92 to $160 per month) and do not come close to
covering anticipated future repair costs. JRA officials indicate
there 1s no programmatic need for these units.

Page iii

Additional
capacity
may not be
needed

Major cost
driver: size



Page iv

Savings
possible by
replacing
housing
units

Summary

The report recommends that the legislature consider
either eliminating all future funding for these units or
requiring that rents be set high enough to cover all
associated costs.

OPPORTUNITIES FOR COST SAVINGS

Using the 64-bed housing prototype unit as abenchmark of efficiency,
we reviewed JRA facilities to determine whether cost savings could
be achieved by replacing their existing housing units with one or
more prototype units. We also looked at various “cross-facility”
strategies to see if other efficiencies could be realized. To assist in
our analysis, we developed a capital cost model that is summarized
in Exhibit 9 in Chapter 4.

Replacing Existing Units at Their Current
Locations

There were a number of instances where we found that significant
cost savings could be realized by immediately replacing existing
housing units with one or more prototype units. These are
summarized in the following table. The cost figures shown are
annual equivalent amounts, expressed in current 1996 dollars, and
calculated over a 50-year period.

Scenario Total Annual Per bed
Savings Annual Savings
Maple Lane School
Replace four 15-16 bed cottages with one prototype $399,535 $6,444
Replace three 24-bed cottages with one prototype $78,116 $1,085
Echo Glen
Replace eight 16-bed cottages with two prototypes $669,841 $5,233
Replace twelve 16-bed cottages with three prototypes | $1,005,647 $5,238

The figuresin the table are based on the unit’srated capacity. When
calculated at maximum operating capacity, the amounts are often,
but not always, reduced to some extent.

Consolidating Facilities

We also found that significant savings could be achieved by
consolidating the two smallest facilities, Indian Ridge and Mission
Creek, at Green Hill. As noted previously, Green Hill is in the
process of being rebuilt, including the construction of three prototype
units and an infrastructure sufficient to accommodate three more



Juvenile Rehabilitation Capacity Planning

units. The newest population forecast, however, casts doubt on
whether those additional units will be needed for new capacity. The
table below shows the savings which could be achieved by
consolidating Indian Ridge and Mission Creek separately at Green
Hill, as well as the combined effect of doing both.

Scenario Total Annual Per bed
Savings Annual Savings

Close Indian Ridge and consolidate at Green Hill by
building an additional prototype unit $636,195 $8,371
Close Mission Creek and consolidate at Green Hill
by building an additional prototype unit $491,543 $8,192
Close both facilities, and consolidate at Green Hill
by building two additional prototype units $1,264,959 $9,301

The cost savings here are achieved not so much because of increased
housing unit efficiency, but rather because of increased economies
of scale. The greatest amount of savings is achieved in the area of
non-housing unit staff.

Using Existing Facilities More Efficiently

We alsoidentified one option that combines replacement efficiencies
with other savings that come from using existing facilities more
efficiently. This involves the 32-bed Intake Unit at Maple Lane.
Currently it is located in one of the two wings of that facility’s new
maximum security building. Programmatically, however, it does
not need to be located there. By combining this unit and two other
cottages into a new prototype unit, and then moving two other
maximum security units into the space now occupied by the Intake
unit, substantial savings could be achieved. We estimate the
annual savings to be approximately $710,000, and the per bed
savings to be $11,460.

Conclusions and Recommendations

Our analysis shows that JRA hasbeen on the right track in terms of
its development of the housing prototype unit. The prototype offers
significant cost savings in comparison to many of the existing
housing unit types at JRA facilities.

The total, maximum amount of annual equivalent cost savings
identified in this report is just less than $3.5 million. The fact that
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Summary

such savings are there to be identified points to the need for JRA to
develop an ongoing master planning process that incorporates the
types of analytic tools that we have utilized in this study. This would
enable JRA torespond to changing population forecasts in the most
cost-effective manner possible.

The report recommends that:

e JRA amend its capital plan to provide for the earliest
possible replacement of housing units identified as
being non-cost- effective, as well as the consolidation
of Indian Ridge and Mission Creek at Green Hill or
Maple Lane;

e JRAdevelop anongoing masterplanning processthat
incorporates the type of analytic tools used in this
study; and

e Thelegislature, when reviewing JRA capital requests
foradditional housing units, be provided with analysis
as to whether the projects meet benchmarks of capital
and operating efficiency.

FURTHER EFFICIENCIES

There are two additional areas where we identified opportunities for
potential cost savings: alternative construction methods and staffing
efficiencies.

Alternative Construction Methods

As part of the 1995 Master Plan, the consulting firm of NBBJ
reviewed an alternative to traditional construction methods to
determineifit might offer a more cost-efficient approach to providing
new JRAbeds. The traditional methodis tobuild structures on site,
basically from scratch. The alternative method reviewed by NBBJ
1s called “modular construction,” and can include different materials
and methods of construction, ranging from fabric structures to pre-
cast concrete cells.

NBBJ’s review concluded that modular construction would be more
costly over time, and as a result, this option was not explored further.
We found, however, that this conclusion was based on questionable
assumptions and a technically flawed analytical model. In
conducting our own analysis, we compared reported costs of building
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pre-cast concrete housing units to the budgeted cost for building
JRA’s prototype housing units, and found that the pre-cast
alternative may result in savings of up to 26 percent. Since we had
only limited information on the cost of pre-cast units, we cannot
predict that savings of this magnitude would actually occur.
Nevertheless, our analysis does suggest that alternative construction
methodologies should be given serious consideration.

The report recommends that JRA incorporate a thorough
review of alternative construction methodsintoitscapital
planning processes. If they show potential for reducing
costs, the bidding and pre-design processes should be
structured so as to allow for competition from these
methods.

Staffing Efficiencies

Existing staffing practices in JRA facilities are due more to history
and decentralized control than to systematic planning. JRA recently
developedits first formal staffing plan to estimate staffing needs for
itsnew 64-bed prototype units. In addition, the model alsoidentifies
staffing needs forits smaller housing units. When we compared the
model to actual staffing in these smaller units, we found that it was
sometimes more costly and sometimes less costly than current
practice.

Those units where current staffing is less costly than that provided
forin the model can be viewed as internal benchmarks of efficiency.
We estimate that if all of JRA’s existing housing units were staffed
ateither theinternal benchmark level, or the staffing model level—
whichever was cheapest—it would result in savings of approximately
$284,000 per year.

In reviewing JRA’s staffing model, we also found that some
efficiencies could potentially be realized by adjusting the mix of
counselor (the higher paid) andcounselor assistant (the lower paid)
positions. Finally, although the development of the staffing model
1s a positive step for JRA, the model is limited to housing unit staff
only. We found that there are sometimes significant variations
between facilities in the cost of support services. Expanding the
staffing model to include support personnel could result in further
reducing and controlling costs.
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Summary

The report recommends that JRA further develop and
apply an efficient staffing model for both housing units
and support services.

AGENCY RESPONSE

The Department of Social and Health Services concurs with
Recommendations 5 and 7, partially concurs with Recommendations
1,2,4, and 6, and does not concur with Recommendation 3.

The department does not concur with the recommendation that
JRA should amend its capital plan to provide for the consolidation
of Indian Ridge and Mission Creek Youth Camps at alarger facility.
JRA’s position is that the Governor’s recently proposed juvenile
sentencing initiatives will require operation of all current institutions
for the next several years. Our responseisthat evenifone assumes
the Governor’s proposals are enacted, JRA’s capital plan should still
provide for the closure of the smaller camps. Building new capacity
should not be incompatible with consolidating existing capacity.

The department also raises concerns about losing DNR forestry
work, and refers to it as an effective rehabilitation tool that cannot
bereplicated at alargerinstitution. We are unaware of any evaluation
of the effectiveness of the forestry program, and according to DNR,
relocating the forestry work program to a larger JRA institution is
apossibility. Furthermore, JRA told us previously that it would not
be particularly problematic if the forestry work program were
discontinued, and that these programs could likely be replaced with
other work training programs.

Weestimate that maintaining these forestryjobs at the camps costs
approximately $18,000 more annually per DNR participant than if
the program were moved to a major institution.

JRA’s full response to this report, and the auditor’s comments on
the response, appears in Appendix 2. Also included in Appendix 2
are comments received from the Office of Financial Management
concerning Recommendation 6.
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RECOMMENDATIONS

Summary

Recommendation 1

The legislature should consider either eliminating all future funding for the staff housing
units at Naselle Youth Camp or requiring that rents be set high enough to cover all
associated costs.

Legislation Required: Potentially
Fiscal Impact: Will end current subsidization of staff housing
Completion Date: 1997 Legislative Session

Recommendation 2

The Juvenile Rehabilitation Administration should amend its capital plan to provide for
the earliest possible replacement of the housing units identified in this report as being non-
cost-effective. If the Juvenile Rehabilitation Administration determines that certain units
should not be replaced for programmatic reasons, it should specify what those reasons are
and what steps it will take to improve their cost-effectiveness.

Legislation Required: No
Fiscal Impact: Annualized savings of up to $2.5 million per year
Completion Date: September 1, 1997

Recommendation 3

The Juvenile Rehabilitation Administration should further amend its capital plan to
provide for the consolidation of Indian Ridge and Mission Creek at:

a) Green Hill School, assuming forecasted population levels donot increase substantially
beyond currently forecast levels; or

b) Maple Lane, inthe event that forecasted population levelsincrease beyond currently
forecastlevelstothe point where consolidation at Green Hill would not be practicable.

Legislation Required: No
Fiscal Impact: Annualized savings of up to $1.3 million per year
Completion Date: September1,1997
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Recommendation 4

The Juvenile Rehabilitation Administration should develop an ongoing master planning
process that incorporates the type of analytic tools utilized in this study.

Legislation Required: No
Fiscal Impact: Will help facilitate future savings
Completion Date: September1,1997

Recommendation 5

In reviewing any Juvenile Rehabilitation Administration capital requests for new or
replacement housing units, the legislature should be provided analysis on whether such
projects meet benchmarks of capital and operating efficiency.

Legislation Required: No
Fiscal Impact: Will help facilitate future savings
Completion Date: 1997 Legislative Session

Recommendation 6

The Juvenile Rehabilitation Administration should incorporate a thorough and ongoing
review of alternative construction methods into its capital planning processes. If these
methods show the potential for reducing life-cycle capital costs, the bidding and predesign
process for projects should be structured so as to allow for competition from these methods.

Legislation Required: No
Fiscal Impact: May help facilitate future savings
Completion Date: Ongoing

Recommendation 7

The Juvenile Rehabilitation Administration should further develop and apply a staffing
model for its housing units and institutional support services that rely on cost-effective
benchmarks.

Legislation Required: No
Fiscal Impact: Will reduce operating budget
Completion Date: Development by November 1, 1997

Implementation byJune 30,1999



BACKGROUND

Chapter One

I he Juvenile Rehabilitation Administration (JRA) within
the Department of Social and Health Services currently operates
six secure facilities for the custody and treatment of juvenile
offenders. Combined annual operating costs are approximately $47
million. Perbed costs are approximately $52,800 per year, which is
more than twice as high as in the adult system.

In late 1995, the Joint Legislative Audit and Review Committee
(JLARC)! had already made plans to conduct a study of JRA facility
costs, focusing specifically on the impact of housing unit design on
staffing requirements and overall operating costs. An earlier study
conducted by a committee of the adult correctional system had
found that, at least in some cases, significant cost savings could be
achieved by remodeling or replacing older housing units.

Inthe 1996 Supplemental Budget, JLARC was mandated to conduct
a somewhat similar study of “staffing models and staff deployment”
at the juvenile institutions. The final study scope and objectives
were developed to address both the mandated study issues, as well
as those included in JLARC’s initial study plans. Specifically, this
study reviews both the capital and operating costs of JRA’s major
residential facilities, and seeks to identify whether efficiencies and
cost savings can be realized. Major objectives include:

e Determining whether JRA’s capital planning process results in
cost-effective practices and projects;

! Then known as the Legislative Budget Committee.
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Chapter One: Background

» Assessingtherelative efficiency of current and planned facilities
and determining whether they are being used in the most cost-
effective manner; and

» Assessing the costs and benefits of replacing existing facilities
with new facilities.

JRA FACILITY OVERVIEW

Exhibit 1 presents an overview of the major residential facilities
operated by JRA. The three largest facilities (Green Hill, Maple
Lane, and Echo Glen) are referred toby JRA as “institutions.” Each
operate both medium and maximum security units, and offer what
is primarily an academically-oriented program. Housing units at
these facilities have typically consisted of small, 15- to 16-bed
“cottages.”

The three other facilities (Naselle, Mission Creek, and Indian
Ridge) arereferred to either as youth camps or forestry camps. They
provide medium security confinement (no maximum security) and
awork-oriented program in addition to the academic program. For
some residents, the work program entails working on forestry crews
under the supervision of the Department of Natural Resources.
Housingunits at these facilities currently tend to be larger, ranging
in size from 24 to 60 beds.

Two additional facilities are also expected to open in early 1997: a
48-bed Basic Training Camp which will be located in Connell, and
an 80-bed unit located on the grounds of Eastern State Hospital in
Medical Lake that JRA expects to operate as a temporary facility.

It should be kept in mind that one of the cost drivers of the juvenile
system 1s its emphasis on treatment and rehabilitation.2 JRA
provides a basic core program of treatment and rehabilitative
services at each ofits facilities. Thisincludes counseling and course
workin such areas as victim empathy, self-responsibility and control,
and respect for authority. At many of its facilities, JRA also offers
more intensive and specialized treatment programs for substance
abuse and mental health problems, as well as sex offender treatment
programs.

2The provision of “necessary treatment” for juvenile offenders is listed as
being one of the “equally important purposes” of the state’s Juvenile Justice
Act (RCW 13.40.010(f)).
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Exhibit 1
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Chapter One: Background

THE 1995 FACILITY MASTER PLAN

JRA does not have an ongoing master planning process. However,
n 1994 the legislature appropriated $300,000 to JRA to develop a
comprehensive master plan for juvenile facilities. The plan was to
include a comprehensive analysis of future facility needs, as well as
an assessment of existing facilities. A major focus was on assessing
these facilities for their “build-out” potential to handle additional
capacity. JRA contracted with the firm of NBBJ to prepare and
develop the plan.

The plan was commissioned and developed at a time when JRA
institutional populations had been increasing rapidly, and numerous
proposals were being advanced to “toughen” juvenile sentencing
practices—which would increase the need for beds even more. The
legislation directing the development of the Master Plan stated that
it was “theintent of the legislature to consider design and construction
of additional facilities or other methods to increase capacity in the
1995-1997 Biennium.”

The plan was successful in providing a comprehensive overview of
JRA facilities, and in identifying “physical” options for system
expansion. A major shortcoming, however, was that the plan
contained only minimal economic analyses of the major capital
alternatives. In all but one instance in which economic analyses of
alternatives would have been appropriate, such analyses were not
done. In that one instance—a comparison of the cost-efficiency of
two construction methods—the analysis was technically flawed and
rested on questionable assumptions. A discussion, with examples,
of how economic analyses can be used in capital planning is
includedin Chapter 4: Opportunities for Cost Savings. A discussion
of alternative construction methods is contained in Chapter 5:
Further Efficiencies.

Nevertheless, the Master Plan did serve as the basis for JRA’s 1995-
97 capital plan and budget request. The request, which was mostly
funded by the 1995 Legislature, included a variety of repair and
infrastructure related projects, as well as two immediate capacity
building projects: a 48-bed work camp at Echo Glen and the Plan’s
major project, the re-building and expansion of Green Hill School.
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THE REBUILDING OF GREEN HILL
SCHOOL AND THE DEVELOPMENT OF
THE HOUSING UNIT PROTOTYPE

The Master Plan called for rebuilding Green Hill School and
expanding its capacity from 144 to 254 beds, at a cost of $38.8
million. New capacity was to be housed primarily in five 30-bed
medium security housing units.

Inthefall of 1995 a new juvenile institution population forecast was
released by OFM that was significantly higher than the previous
forecast on which the Master Plan had been based. This led to
expanding the original Green Hill plan even further, from 254 beds
to 416 beds. The estimated cost for the 416 beds is approximately
$52 million.

A key feature of the Green Hill project has been the development of
what is referred to as the Housing Unit Prototype. This is a 64-bed
unit that consists of four 16-bed wings. Because of its design, it offers
the promise of substantial staffing efficiencies when compared to
many older housing units. It also serves as the basis for a good
portion of our analysis throughout this study. The current plan for
Green Hill calls for building six of these units.

At the present time, work on the Green Hill project is progressing.
JRA has only secured funding to construct three of the prototype
units, however, which will give it a capacity of 224 when the units
open in the spring of 1998. In addition, JRA has also received
funding tobuild out the facility’s infrastructure to thelevel necessary
toaccommodate 416 residents. JRA will seek funding from the 1997
Legislature to build the additional three prototype units.

Page 5
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SYSTEM NEEDS: JRA POPULATION
FORECAST VERSUS CURRENT AND

PLANNED CAPACITY
Chapter Two

I he newest 1997 JRA institutional population forecast is
substantially lower than the 1996 forecast. Current and already-
funded new capacity is now expected to exceed the forecasted
population for the next several years—barring any major changes
to current sentencing practices. This casts doubt on the need to
proceed with any additional capacity building projects at this time.

The aboveisbased on “rated capacity”levels. Ifthe higher “maximum
operating capacity”levelis considered, the amount of excess capacity
increases even more. Which level should be used for capacity
planning purposes is an issue which should be decided by the
legislature.

JRA POPULATION FORECAST

Each fall OFM prepares a ten-year “Juvenile Rehabilitation
Administration (JRA) Institutional Population Forecast.”” The
newest, 1997 forecast, which was released in October 1996, is
substantially lower than the 1996 forecast, by an average of 121
beds per month in FY 1997. This is significant since it was the 1996
forecast that resulted in plans to build Green Hill School out to a
level substantially beyond that originally proposed in the 1995
Master Plan. The 1997 forecast actually tracks quite closely to the
1995 forecast as shown in Exhibit 2.

Although not shown in Exhibit 2, the 1997 forecast extends through
theyear 2016. Because of an expected decrease in the total juvenile

! The forecast is based on policies and sentencing laws in effect at the time of the
forecast.
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Chapter Two: System Needs

population beginning around the year 2008, the “long-term” trend
line does not continue to increase. In fact, whereas the projected
population for 2005 1s 1,655, it actually decreases to 1,639 in the

year 2016.
Exhibit 2
Comparison of Last Three JRA Institutional
Population Forecasts (Average Annual
Population —- Adjusted for Seasonalization)
1900

1800
1700
1600
1500

Institutional Population

1400
1300 +

2002
2003
2004 T
2005

1996
1997
1998 1
1999
2000
2001 1

Fiscal Year

|+1995 Forecast —#— 1996 Forecast —— 1997 Forecast |

CURRENT AND PLANNED SYSTEM
CAPACITY

Facilities and Projects Included

Exhibit 3 depicts current and “formally planned” JRA system
capacity through FY 2004, and compares it to the latest 1997
population forecast. Included are the following new, and already-
funded, capacity building projects:

Anew 48-bed work camp at Echo Glen, scheduled tocome on-
line in 1999;

The three new 64-bed “prototype” units at Green Hill,
scheduled to open in 1988 (because existing housing units
will be demolished, the net increase is only 80 beds);

A 48-bed Basic Training Camp, scheduled to be phased in
beginning in early 1997;*> and

The 80-bed Medical Lake Treatment Center, at Eastern
State Hospital, scheduled to open in 1997.

Two additional projects that have received some legislative
consideration, but have not yet been funded, are also included in
Exhibit 3:

2This camp will be operated by a private organization, under contract to JRA.
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Chapter Two: System Needs

* The three additional 64-bed prototype units at Green Hill.
Asnotedin Chapter 1, the re-building project now underway
includes building out the facility’s infrastructure to
accommodate these additional housing units; and

* A new 300-bed facility to be located in Eastern Washington.
This project was first suggested in the 1995 Master Plan, and
has received legislative funding for site selection work.

Exhibit 3 does not include two additional capacity-increasing
projects containedin JRA’s recently released 10-Year Capital Plan.?
These newly proposed projects would increase rated capacity by an
additional 38 beds at Maple Lane and 32 beds at Indian Ridge. This
plan alsoincludes the additional Green Hill prototypes and the new
300-bed facility noted above.

Rated Capacity Versus Maximum Operating
Capacity

A significantissue when comparing forecasted population to capacity
1s how to define capacity. Exhibit 3 presents figures provided by
JRA* for two different capacity levels: “rated capacity,” and
“maximum operating capacity,” or MOC.

* Rated Capacityisbroadly defined by JRA asbeingbased on
a “recognized space standard” of 70 square feet per youth in
a single room, or 50 square feet per youth in a dorm or
multiple occupancy sleeping room.? Individual rooms at
JRA facilities range in size from 67 square feet at Echo Glen
to 94 square feet at Green Hill, but all are considered single
rooms for purposes of determining rated capacity.

3 Contained within the Department of Social and Health Service’s 10-Year Capital
Plan, and released in September 1996.

+ The MOC figures for the new Echo Glen work camp and the new 300-bed facility
were developed by the study team rather than being provided by JRA staff. The
figures are comparable to those provided by JRA for other similar facilities,
however.

5 Although JRA has indicated this is the American Correctional Association’s
(ACA) standard for juvenile facilities, it is actually an old ACA standard. Based
on the 3rd edition of the standards (dated January 1991), the current standard
calls for 35 square feet of unencumbered space per occupant, for anywhere from
1 to 50 youths — with unencumbered space being defined as useable space that
is not encumbered by furnishings or fixtures.
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e Maximum Operating Capacity, as used by JRA, refers to
its “ability to crowd living units . . . above the rated capacity
for sustained periods.” It is usually accomplished by double
or triple bunking a portion of the sleeping rooms. JRA’s
policy is to not operate maximum security or specialized
treatment living units above rated capacity. In FY 1997,
MOC exceeds rated capacity at the six major institutions by
a combined total of 13.7 percent.

JRA claimsthat atthe MOClevel, some of a facility’s infrastructure
systems (e.g., mechanical, waste treatment) may become stressed
beyond design. Ininformation provided to the study team, JRA also
noted that “[b]ecause line staff are responsible for treatment and
custody functions, rehabilitative treatment always decreases as
crowding increases.”

Despite JRA’s reservations about operating at MOC, the reality is
thatithasoperated most of its facilities at or above this level for most
of the past three years. In information prepared for the 1996
Legislative Session on how to reduce crowding inits facilities, which
was quite significant at the time, JRA indicated its goal was to
“maintain [average daily population] at 90 percent of Maximum
Operating Capacity.” For this study, JRA has indicated its goal is
to operate at rated capacity.

The Bottom Line

Current and planned JRA capacity is now expected to exceed the
forecasted population for the next several years, assuming the
continuation of existing sentencing policies and practices. With the
exception of FY 1997, thisis the case no matter which capacity level
1s considered. Between FY 1998 and 2002, and consideringalready
funded projects only, rated capacity will exceed the population
forecast by arangeof 2to 72beds. Maximum operating capacity will
exceed the forecasted population by a range of 130 to 206 beds.®

6 These numbers are based on annual averages for both capacity and
population; i.e., the sum of the monthly levels divided by twelve. This measure
provides a good overview of the year as a whole. In any year, however, the
highest monthly variance will be more than the average annual variance.
During the time period referenced, there could be a temporary deficit of up to
40 beds at rated capacity. At maximum operating capacity, however, there
would always be a surplus of at least 88 beds.
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Chapter Two: System Needs

These numbers cast doubt on the need to proceed with any capacity
building projects at this time. This includes the new 300-bed
facility in Eastern Washington as well as the two additional new
capacity building projects included in JRA’s recently released 10-
Year Capital Plan. The numbers also cast doubt on the need to
proceed with building the additional three prototype units at Green
Hill for capacity building purposes. However, as will be shown
later, some additional expansion of Green Hill forreplacementbeds
offers the promise of substantial cost savings.

Finally, in past legislative sessions, JRA’s capital budget requests
have often been tied to rated capacity. This study made no attempt
to assess the relative legitimacy of either of the two capacity levels,
or to determine which was the most appropriate. The very fact that
JRA has been able to operate at a level higher than rated capacity,
however, raises the issue of whether a higher level might be
appropriate when planning for future capital needs. The budget
1mplications are obviously significant. Ultimately this is a policy
decision which should be decided by the legislature.



JRA FACILITY COSTS

Chapter Three

T he annual operating costs for the six JRA facilities currently
average $52,800 per bed at rated capacity. By 1998, the annual cost
per bed will be lower, approximately $50,500, since there will be
additional beds open at Green Hill and at a seventh facility to be
operated by JRA in eastern Washington.

Our analysis shows that as the size of a housing unit increases, or
the size of afacility increases, the cost per bed significantly decreases.
Thus size or “scale” is a primary cost driver for the JRA system.

Current capital costs for the six facilities, annualized over 50 years,
average approximately $8,700 per bed. One capital cost that stood
outinourreview related tostaff housing at Naselle Youth Camp;the
only facility to provide such housing for some of its employees. Since
JRA officials indicate thereis no programmatic need for this housing,
a recommendation is made to eliminate future funding for these
units or raise rents to a level sufficient to cover costs.

TOTAL COSTS

There are three agency budgets that cover the cost of incarcerating
ajuvenile in a Washington State facility, and the funding source for
all three is the General Fund. The largest category is operating
costs, which includes facility staffing, and clothing and feeding
juveniles. A much smaller category, but still significant, is the
capital cost to the state for housing juveniles and providing
associated support facilities reflected in annual debt service. And
finally, thereisthe category of cost to the Office of the Superintendent
of Public Instruction (OSPI) for providing educational services in a
JRA facility rather than within the regular public school system. A

Summary

Largest
category is
operating
costs
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Chapter Three: JRA Facility Costs

breakdown of these three costs appear in Exhibit 4. Note that the
first category, operating costs for the facilities, represents about 80
percent of the total cost.

Exhibit 4
Major Costs for Incarcerating a Juvenile in Washington
State (FY 1996 Dollars)

Category (Associated Agency Budget) Annual Cost Bed at Rated Capacity
Operating Cost' (JRA) $50,500
Capital Debt Service? (State Treasurer) $8,700
Educational Costs Above Base? (OSPI) $4,100
Total Cost $ 63,300

OPERATING COSTS

In FY 1998, the seven JRA facilities will have a combined rated
capacity of 1,056 beds and an estimated average operating cost of
approximately $50,500 per bed. Our analysis of the individual
facilities at rated capacity indicates that their annual base budgets
will range from a low of $44,500 to a high of $54,000 per bed. The
three camp facilities will be less expensive on a per bed basis than
the three main institutions or the new beds at Medical Lake.

Operating costsinthejuvenile system are more than twice as much
per year as in the adult system ($52,800 versus $24,000 per bed in
FY 96.) This is one of the reasons the legislature directed JLARC
to identify the primary cost drivers in the juvenile system.

Primary Cost Drivers
A review of facilities’ operating budgets at rated capacity shows

that labor accounts for 85 percent of operating costs as shown in
Exhibit 5.

! Since costs are changing due to current capital projects, this average is based on FY 1998 rated
capacity operated by JRA. The department also has a contract with a private company to operate
a 48-bed boot camp at a cost of $45,000 per bed.

2 This is an annualized per bed equivalency that is provided here to show the proportionate
relationship between annual capital and operating costs. Real debt service and new capital
expenditures vary greatly from year to year.

3 School districts serving students in school year 1995-96 actually received $8,500 to provide
educational services. The $4,100 in the table is the difference between the apportionment of
$8,500 and the average expenditure per student of $4,400 for the same year. The $4,100 is based
on a key assumption that the juvenile would be in school if not in a JRA facility, otherwise the
cost would be the full $8,500.
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Exhibit 5

Breakdown of Major Operating Costs within JRA
in FY 1998
(Average Cost = $50,500 per bed in FY 1996 Dollars)

Non Labor Costs
15%

Housing Staff
50%

Other Facility
Staff
35%

For the purpose of analyzing cost drivers, it is helpful to divide the
total cost of labor into two subcategories. As this chapter further
elaborates, the impact of size, or scale, on each subcategory is
essential tounderstanding and reducing costs inJRA. The principle
of economies of scale (that higher volumes reduce unit costs, or in
this case, per bed costs) is applicable here.

Housing Unit Size

In 1996, JRA operated 42 separate housing units in 6 different
facilities. (A housing unit is a discrete area where cells/beds are
clustered. A unit can be a freestanding building or a wing within a
larger configuration.) As Exhibit 5 illustrates, staffing for these
units account for 50 percent of the total costs of operating the
facilities.

JRA has recently developed a staffing “model” for housing units
that capitalizes on efficiencies that are possible within larger units.
Details of the staffing model show that efficiencies are possible in
larger housing units because the cost of some positions, such as the
night security officer or the unit supervisor, are spread over a larger
population, thereby reducing costs on a per bed basis. (Actual
staffing and the staffing model are discussed further in Chapter 5 of
thisreport.)

Page 15
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Chapter Three: JRA Facility Costs

Exhibit 6
Unit Size Cost of JRA Staffing Model
Rated Capacity Medium Custody
16 Bed Units $27,500
24 Bed Units $24,198
48 Bed Units $20,961
64 Bed Units $20,189

As Exhibit 6 shows, the smaller units are more expensive due to
diseconomies of scale. Ofthe 42 unitsinthe JRA system, 38 of them
are smallerthan 30beds.* The larger size units shown in Exhibit 6
are located at camps. Housing unit size is a major reason why JRA
camps have traditionally operated at alower cost per bed than main

institutions. New, larger-sized units are currently under construction
at Green Hill.

Facility Size

The seven juvenile facilities that will be operatingin FY 1998 range
in size from 60 beds to 260 beds.? The influence of scale on per bed
cost was apparentinour analysis of facilities’ budgets. For example,
per bed costs for business and administrative services are $4,100 at
Maple Lane (at 260 beds), whereas it is $6,200 at Indian Ridge (at
76beds.)* Thisisbecause the cost of certain “fixed” positions such as
Superintendent, Business Manager, and other positions less sensitive
tochangesin population, are spread over larger populations resulting
in a lower cost per bed.

Green Hill Project and Economies of Scale

The Green Hill expansion project provides a good illustration of the
impact that housing unit and facility size can have on per bed cost.
The first phase of the project (which has already been funded)
includes replacing 112 beds from seven 16-bed units with three
prototype units at 64 beds each, for a net gain of 80 beds. The 16-bed
units being replaced have an average annual operating cost of
approximately $30,400 per bed, while the 64-bed prototypes will
have an annual operating cost of approximately $20,200 per bed.

4 In contrast, the adult system in Washington usually has hundreds of beds in each unit.
5 In contrast, the smallest adult institution in FY 1998 will be 350 beds.

6 Business and administration responsibilities at each are comparable. Average salaries were used
in the analysis of operating costs to make comparison more accurate.
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Future expansion plans for Green Hill call for building three
additional prototype units. If these housing units are added,
overall cost per bed of the facility will decrease due to further
economies.

Exhibit 7 shows the per bed cost of Green Hill before the project
began (capacity of 144), at the currently funded level (capacity 224),
and at full build out according to the master plan (capacity 416.) As
the bars illustrate, sizable efficiency gains are made when the
institution replaces the existing small housing units with the
prototype as it goes from 144- to 224-bed capacity. Moving from
capacities of 224 to 416, efficiency gains continue due to economies
of scale in institutional support services.’

Exhibit 7

Operating Costs for Green Hill at Various Capacities

Fiscal Year 1996 Dollars
$70,000

O Non Labor Costs

$60,000 + W Support Staff Costs
E Housing Staff Costs

$50,000 +

$40,000 T

$30,000 +

$20,000 T+

Cost per Bed per Year

$10,000 +

$-
Capacity of 144 Capacity of 224 Capacity of 416

Rated Capacities

Annual operating costs per bed at Green Hill will be reduced from
$63,000 at a capacity of 144 to $41,000 at a capacity of 416. At a
capacity of 416, Green Hill would be the most cost efficient in the
JRA system (assuming no changes at other facilities).

The Rehabilitation Mandate

Afundamental difference between the adult system and the juvenile
system in Washington is that JRA is required to not only house

7 “Support” would be any functions outside the living units, including plant maintenance, food
service, the warehouse, medical and dental services, chaplain services, and business office.
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Chapter Three: JRA Facility Costs

committed juveniles, but to provide the “necessary treatment” for
rehabilitation. The entire cost of this mandate is not readily
quantifiable since the line between “treatment” and security is often
blurred. For example, staff that work in juvenile housing units are
classified as juvenile rehabilitation counselors. These counselors
perform security functions (room checks, escorting juveniles,
headcounts) but also provide group and individual counseling and
act as liaisons with the court system.

One way JRA carries out its rehabilitation mandate is to have a
policy of maintaining one counselor for every four youths and
providing a core treatment program for all juveniles, augmented by
specialized treatment programs as needed. The one to four ratio of
counselors to youths is based on historical patterns and is what the
agency believes is necessary for effective interaction between staff
and juveniles. This study did not evaluate the appropriateness of
this ratio, but it is clearly a major cost driver in the system. When
facilities are operating at rated capacity, counseling staff account
for almost half of the FTEs.

Another manifestation of JRA’s mandate to provide rehabilitation
is the designation of certain housing units as residential treatment
beds. Almost 20 percent of the system’s rated capacity in FY 1996
was devoted to specialized treatment programs for one of three
areas: drug and alcohol, sex offender, or mental health. The special
treatment units are usually more staff intensive than core housing
units.

CAPITAL COSTS

The current annual equivalent capital cost for all JRA facilities,
calculated over a fifty year period, is approximately $8.9 million or
about $8,700 per bed.® This figure is comprised of the three major
components shown in Exhibit 8.

8 QOur estimate of capital costs includes the cost of currently funded, new
construction projects. Thisincludes the three new housing prototype units at Green
Hill and the 48-bed work camp at Echo Glen. Also, see Exhibit 9 for a description
of the model we used to calculate capital costs.
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Exhibit 8
Total Annual Per bed
Cost Component Equivalent Costs Costs

Current new construction and remodeling projects,
includina an allowance for periodic repair and
replacement $2.7 million $2,604
Future remodeling and replacement costs, including
an allowance for periodic repair and replacement $3.3 miillion $3,248
Debt Service on past projects $2.9 million $2,849

Just under 40 percent of JRA’s total capital costs are directed
towards housing units.

Staff Housing At Naselle Youth Camp

In comparing capital costs among JRA facilities, one cost that stood
out related to staff housing at Naselle Youth Camp, which is the only
facility that provides such housing for some of its staff. There are
atotal of 27 staff housing units at the facility, including six four-plex
units, one duplex, and one single family residence (the
Superintendent’s house).

Rent is charged for these units, but the amounts are nominal: $92
per month for the four-plex units, $135 per month for the duplex
units, and $160 per month for the house. The total amount of rent
received annually is less than $30,000. Including the cost of a new
sewer line, over $230,000 worth of major repairs have been done on
these units since 1987. In addition, JRA has identified over
$700,0001in repair work (in 1996 dollars) that needs to be done over
the next ten years.

In response to our question, JRA Headquarters’ staff stated that
there was “no programmatic need” for these units. In light of this,
we see no need to expend further state resources on them.

RECOMMENDATION

Recommendation 1

The legislature should consider either eliminating all future
funding for the staff housing units at Naselle Youth Camp or
requiring that rents be set high enough to cover all associated
costs.

Page 19
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Chapter Four

T he new prototype housing unit offers significant operational
savings in comparison to many of the existing housing unit types at
JRA facilities. Our analysis shows that there are a number of
instances where cost savings could be maximized by the earliest
possible replacement of existing units with these prototype units.
Significant cost savings could also be achieved by consolidating the
Indian Ridge and Mission Creek facilities at Green Hill. Finally, the
fact that there are such significant savings tobe identified indicates
there is a need for JRA to develop an on-going master planning
process that incorporates the types of analytic tools utilized in this
study.

INTRODUCTION

Because of its size and design efficiencies, the 64-bed housing
prototype model developed by JRA can be expected to eventually
result in reduced system costs; that is, as the units are built to
replace existing housing units once they have reached the end of
their useful life lives.

Using the prototype as a benchmark of efficiency, we conducted a
review of JRA facilities to assess their current level of cost
effectiveness, and to determine whether cost savings can be achieved.
Specifically, we looked at each individual facility to see if cost
savings could be achieved by replacing their existing housing units
with one or more prototype units. We also looked at various “cross-
facility” strategies to see if other efficiencies could be realized. This
chapter presents the results of our analysis.

Summary

Prototype
used as
benchmark
of efficiency
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Chapter Four: Opportunities for Cost Savings

The process that we followed can be used not only to assess current
facilities, but also to compare the relative cost-effectiveness of
alternative capital proposals. It is this economic and analytic
component that was missing in the 1995 master plan.

THE JLARC CAPITAL COST MODEL

We developed a capital cost model, which is summarized in Exhibit
9 (on the following page), to assist in our analysis. An important
feature of this model is that it can incorporate operating costs. As
noted in Chapter 3, the operational costs are based on existing
staffing practices for each facility and individual housing unit as
reported by JRA. Staffing figures for the new prototype unit were
also provided by JRA.

A key feature to keep in mind is that the model depicts costs as an
annual equivalent amount, expressed in current 1996 dollars, and
calculated over a 50-year period. In other words, it 1s an amount
equal to the average expense that could be expected to be incurred
over each of the next fifty years.
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Exhibit 9
The JLARC Capital Cost Model - An Overview

What It Does

The model calculates an overall capital cost for every building at each of the different
institutions, viewed over a 50-year time period. All major cost factors are accounted
for,! including the costs of replacing the building once it has reached the end of its
useful life.

What the Numbers Represent

The numbers, which are expressed in constant 1996 dollars, represent an annual
equivalent amount, calculated over a 50-year period. Inother words, it is an amount
equal to the average expense that would be incurred over each of the next fifty years.
Itisnota“budget-type” figure. Actual cash flow will vary over time; this figure will not.

Uses and Examples

By “plugging in” different assumptions, and by incorporating operating costs, the
model can be used to compare the costs associated with different alternatives. For
example, three alternatives were examined for each housing unit:

. Replacing the unit with a similar structure (i.e., same size and capacity) once it
reaches the end of its useful life;

. Replacing the unit with the more efficient prototype design once it reaches the
end of its useful life; and

. Replacing the unit with the more efficient prototype design now.

Major Data Sources and Assumptions

Information on current building repair needs, and expected useful life, was provided
by JRA. Future new construction costs (for replacing buildings once they have
reached the end of their useful life) were based on figures originally developed
separately for each building by the firm of NBBJ as part of the 1995 Master Plan.

For comparing building alternatives, the model uses a 10 percent real discount rate.
Useofaratethishighresultsin figuresthatcanbe considered quite conservative. (See
Appendix 3.)

1 Including, as appropriate: original construction costs; past repairs, debt service and financing;
currently known repair and remodeling needs; and an allowance for future periodic repair and
replacement.
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Chapter Four: Opportunities for Cost Savings

Replacing Existing Units at Their Current

Locations

There were a number of instances where we found that significant
cost savings could be realized by immediately replacing existing

housing units with one or more prototype units.

Exhibit 10 portrays the amount of savings that could be realized by
replacing four older cottages at Maple Lane School (two 15-bed and
two 16-bed cottages) with one 64-bed prototype unit. It isimportant

to understand how to read the exhibit:

¢ The second column presents what can be considered a status quo
option. Itidentifies the annual equivalent cost of replacing these
four units with “themselves”—meaning structures of the same
capacity and same square footage, no matter how inefficient they
may be—once they have reached the end of their estimated

useful life (with estimates of remaining useful life being provided
by JRA).

¢ Thethird and forth columns present two cost-saving alternatives,
with the “savings” being in comparison to the status quo option.
The third column shows the savings which would be realized by
replacing the existing units with a prototype unit once they have
reached the end of their useful life. The forth column shows the
savings that would be realized by replacing the existing units
with a prototype unit now.

Exhibit 10?

Maple Lane School
Replace Evergreen, Pine, Sequoia, and Spruce Cottages

Annual Equivalent

Replace Units With

Replace Units With

Replace Units With

Costs Similar Structures Prototype Unit Prototype Unit
(in 1996 dollars) At The End of Their At The End of Their Now
Useful Life Useful Life

Capital Costs $133,174 $108,069 $220,791
Operating Costs $1,738,899 $1,539,195 $1,251,746
Total Costs $1,872,072 $1,647,264 $1,472,537
Total Savings $224,808 $399,535
Per bed Savings $3,626 $6,444

2 Cost figures are annual equivalent amounts, expressed in current dollars, and

calculated over a 50-year period.
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In this case, the prototype unit is significantly more efficient, in
terms of its associated operating costs, than the four existing Maple
Lane units. Because of this efficiency factor, cost savings would be
achieved by replacing these units with a prototype unit at almost
any time, but the savings would be maximized by replacing them
1mmediately or as soon as possible.

It must be remembered that the amounts in the table are annual
equivalent amounts. On an actual cash flow basis, the annual
savings would be less than that shown for the first five years,
averaging $248,000. Beginning in year six, however, the amount of
savings increases substantially beyond that shown in Exhibit 10,
and continues to increase for the next 45 years. A full 50-year cash
flow analysis is presented in Appendix 4.

It should also be noted that the cost figures shown in Exhibit 10 are
based on the rated capacity of the units. When calculated at
maximum operating capacity, the amount of cost savings is still
significant, but as shown below it is reduced substantially from the
amounts based on rated capacity ($399,535 total savings, and
$6,444 per bed savings).

Total Annual Savings: $230,916
Per bed Annual Savings: $ 2,566

As will be seen in Exhibit 11, the amount of the variance between
savings based on rated capacity versus MOC differs depending on
the particular scenario being considered.

Exhibit 11 also shows three otherinstances where we identified cost
savings that could be realized by immediately replacing existing
housing units with prototype units. In each of these examples, the
general pattern shown in Exhibit 10 holds constant; that is, higher
capital costs but significantly lower operating costs, and savings
maximized by replacing the existing units immediately.
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Chapter Four: Opportunities for Cost Savings

Exhibit 11

Summary of Savings From Other Housing Unit
Replacement Options?

AtRated Capacity AtMax. Oper. Capacity
Scenario Total Per Capita Total Per Capita
Savings Savings Savings Savings

Maple Lane School

Replace three 24-bed cottages with one prototype $78,116 $1,085 $104,379 $1,243
Echo Glen

Replace 8 16-bed cottages with two prototypes $669,841 $5,233 $394,493 $2,529
Replace 12 16-bed cottages with three prototypes $1,005,647 $5,238 $711,458 $3,234

The Maple Lane scenario in Exhibit 11 is particularly notable
since the three cottages (Rainier, Pacific, and Olympic) are only
three years old.

Echo Glen serves the youngest offenders in the JRA system, those
ranging from 10 to 14 years of age. JRA staff have told us that for
programmatic reasons, they would not be inclined to place children
that young in housing units as large as the 64-bed prototype.

We did not assess programmatic criteria. It is apparent from the
figures shown in Exhibit 11, however, that there is substantial
room to achieve some amount of savings in comparison to the
existing housing situation at the facility. If JRA considers the
current prototype design inappropriate for this population group,
it should seek to develop an alternative design that would be
programmatically acceptable, but would still offer efficiencies.

Consolidating Facilities

We looked at the prospect of replacing existing housing units with
prototype units at the three youth camps, but found it would not be
cost effective. We did find that significant savings could be achieved,
however, by consolidating the two smallest facilities, Indian Ridge
and Mission Creek, at a larger institution. Exhibit 12 depicts the
savings which could be achieved by closing Indian Ridge and
consolidating it at Green Hill, by building an additional prototype
unit at that facility.

3 Cost figures are annual equivalent amounts, expressed in current dollars, and
calculated over a 50-year period.
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Exhibit 12¢

Indian Ridge
Close Facility, and Consolidate at Green Hill

Annual Equivalent Continue to Operate Facility, Close Facility Now,
And Consolidate at Green Hill

By Building Additional

Costs
(in 1996 dollars)

Replacing Buildings With
Similar Structures At the End

of Their Useful Life Prototype Unit

Capital Costs $335,439 $270,647
Housing Staff Costs $1,553,161 $1,534,398
Other Operating Costs $2,248,261 $1,667,313
Transition Costs n/a $28,306
Total Costs $4,136,860 $3,500,665
Total Savings $636,195
Per bed Savings $8,371

As has been noted previously, Green Hill School is in the process of
being rebuilt. Three prototype units are currently being built, as
well as an infrastructure sufficient to accommodate up to three
additional prototype units. Those additional units have been
planned, but as noted in Chapter 2, the newest population forecast
casts doubt on whether they will be needed for new capacity.

Cost savings in these consolidation scenarios are achieved not so
much because of increased housing unit efficiency, but rather
because of increased economies of scale. As can be seen in Exhibit
12, the greatest amount of savings is achieved in the area of non-
housing unit staff. The capital costis also less because by closing the
facility, the costs of maintaining all of the buildings and then
replacing them once they have reached the end of their useful life,
1s avoided.

Our estimates of cost savings through consolidation do not reflect
any impacts on the Department of Natural Resources, because it is
unknown at this time if closing one or two youth camps would
necessarily reduce the number of inmate work crews used by this
agency. Potentially there would be no impact. We also did not
estimate the value of alternative uses of these facilities’ land and
buildings. Whatever value these would have would count in favor
of consolidation.

*Cost figures are annual equivalent amounts, expressed in current dollars, and
calculated over a 50-year period.
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Chapter Four: Opportunities for Cost Savings

Exhibit 13 below shows the estimated cost savings associated with
the option of consolidating Mission Creek at Green Hill, as well as
the combined effect of doing both.

Exhibit 13

Summary of Savings From Other Consolidation

Options®
Scenario [Total Annualized |Per bed Annualized
Savings Savings
Close Mission Creek and consolidate at Green Hill
by building an additional prototype unit $491,543 $8,192
Close Mission Creek and Indian Ridge, and
consolidate at Green Hill by building two additional
prototype units $1.264,959 $9.301

Thetotal annualized savings achieved by consolidatingboth Indian
Ridge and Mission Creek at Green Hill ($1,264,959) is greater than
the combined amount of the separate consolidation options (i.e.,
$491,543 for Mission Creek plus $636,195 for Indian Ridge equals
$1,127,738). Thisis because of the economies of scale that would be
achieved in a larger facility as explained in Chapter 3.

Using Existing Facilities More Efficiently

Finally, we identified one option that combines replacement
efficiencies with other savings that come from using existing facilities
more efficiently. This option revolves around the 32-bed Intake
Unit at Maple Lane, which is currently located in one of two wings
ofthat facility’s new maximum security building. Programmatically,
the intake unit does not need to be located in the maximum security
building. Because it is, however, it is staffed at the more intensive
maximum security level, which results in higher than necessary
costs.

5 Cost figures are annual equivalent amounts, expressed in current dollars, and
calculated over a 50-year period.



Juvenile Rehabilitation Capacity Planning Page 29

Exhibit 14¢

Maple Lane School

Combine Current Intake Unit and Two Other Cottages Into New
Prototype Unit -- Close Two Maximum Security Units, Including
One From Green Hill, And Move Into Current Intake Unit

Annual Equivalent
Costs
(in 1996 dallars)

Replace Units With
Similar Structures
At The End of Their
Useful Life

Replace Units With
Prototype Unit
At The End of Their
Useful Life

Replace Units With
Prototype Unit

Now

Capital Costs
Operating Costs
Total Costs

Total Savings

$163,887
$2,019,403
$2,183,290

$135,972
$1,775,483
$1,911,455
$271,835
$4,384

$220,791
$1,251,746
$1,472,537

$710,753

$11,464

Per bed Savings

[Note: Because JRA does not operate any of these units above rated
capacity, there 1s no need to calculate a second set of cost figures
based on a higher capacity level.]

Ascanbe seeninthe exhibit, this scenario would result in substantial
operational savings--just over $710,000 on an annual equivalent
basis. It would require closing one of Green Hill’s two existing
maximum security units, and moving it into the Maple Lane facility.
Although this would leave Green Hill with reduced maximum
security capacity, the two facilities are located only about 15 miles
apart. Presumably if the need arose, Green Hill would be able to
transfer its maximum security residents to Maple Lane.

CONCLUDING DISCUSSION

Our analysis shows that JRA hasbeen on the right track in terms of
its development of the housing prototype unit. These new units offer
significant cost savings in comparison to many of the existing
housing unit types at JRA facilities. Our analysis further shows
that there are a number of instances where cost savings would be
maximized by the earliest possible replacement of existing housing
units with prototype units.

6 Cost figures are annual equivalent amounts, expressed in current dollars, and
calculated over a 50-year period.

Much
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for cost
savings
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Chapter Four: Opportunities for Cost Savings

Similarly, our analysis shows that significant cost savings could be
achieved by consolidating Indian Ridge and Mission Creek at Green
Hill. Obviously, this assumes that the latest population forecast is
accurate, and that additional units will not be needed at Green Hill
just to respond to increased system capacity. Even if that were to
turn out to be the case, however, either because of the forecast
being inaccurate or because of changes to current sentencing laws,
itis likely that cost-effective consolidation could still be achieved by
expanding Maple Lane.

The total maximum amount of annual equivalent cost savings that
are identified in the different scenarios presented in this chapter is
justlessthan $3.5 million. In our opinion, the fact that such savings
arethere tobeidentified points tothe need for JRA to develop an on-
going master planning process that incorporates the types of analytic
tools that we have utilized in this study. We have provided copies of
our capital model to JRA, along with instructions as to its use.

Having this type of on-going process will avoid the pitfalls associated
with a “one-shot” type of master planning project such as the 1995
master plan. It would also enable JRA to respond to changing
population forecasts in the most cost-effective manner possible.

RECOMMENDATIONS

Recommendation 2

The Juvenile Rehabilitation Administration should
amend its capital plan to provide for the earliest
possiblereplacementofthe housing units identified in
this report as being non-cost-effective. If the Juvenile
Rehabilitation Administration determinesthatcertain
unitsshouldnotbereplaced for programmatic reasons,
it should specify what those reasons are and what
steps it will take to improve their cost-effectiveness.

Recommendation 3
The Juvenile Rehabilitation Administration should

further amend its capital plan to provide for the
consolidation of Indian Ridge and Mission Creek at:
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a) Green Hill School, assuming forecasted population levels
do not increase substantially beyond currently forecast
levels;or

b) Maple Lane, in the event that forecasted population levels
increase beyond currently forecast levels to the point where
consolidation at Green Hill would not be practicable.

Recommendation 4

The Juvenile Rehabilitation Administration should
develop an ongoing master planning process that
incorporates the type of analytic tools utilized in this
study.

Recommendation 5

In reviewing any Juvenile Rehabilitation
Administration capital requests for new orreplacement
housing units, the legislature should be provided
analysis on whether such projects meet benchmarks of
capital and operating efficiency.



FURTHER EFFICIENCIES

Chapter Five

T hischapter discusses two areasthat JRA can pursueinorder
to generate additional savings. The firstistolower the cost of capital
projects. If capital costs for housing units can be lowered, the
scenarios described in this report for replacement of existing housing
units can become even more economically attractive. The second
area 1s to develop and use benchmarks (efficiency targets) for
staffing housing units and support functions. This can be done to
gain efficiencies without the use of capital expenditures.

ANALYSIS OF NON-TRADITIONAL
CONSTRUCTION

As part of its work on JRA’s master plan, the consulting firm of
NBBJ reviewed an alternative to the traditional method of
constructing new facilities. The purpose of this review was to
examine whether there was a more cost-efficient approach to
providing new JRA beds.

The traditional method 1s to build structures on site, more or less
from scratch. The alternative method reviewed by NBBJ is called
“modular construction.” In the context of correctional construction,
modular construction can mean any of several non-traditional
materials and methods of construction, ranging from fabric structures
to pre-cast concrete cells.

NBBJ’s review concluded that modular construction would be more
costly over time. We found, however, that this conclusion was based
on a technically flawed analytical model (which we subsequently

Summary

Previous
study was
flawed
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Chapter Five: Further Efficiencies

verified with the consulting firm),' and, even more importantly, on
questionable assumptions. Most notably, the firm combined costs
for pre-cast concrete structures (which use materials similar to
traditional construction) with an assumed life span and maintenance
requirements appropriate for buildings using much less durable
construction materials. The impact of this was to significantly
overstate the lifetime cost of using pre-cast concrete modulars in
place of traditional construction.

Results of JLARC Modular Analysis

Using a life-cycle cost model, similar to that described elsewhere in
this report, we compared the estimated cost of building pre-cast
concrete housing units to the budgeted cost of JRA’s new prototype
units being build at Green Hill. In making this comparison, we used
the highest cost reported from among our sources for modular
construction,? and we used JRA budgeted costs for its 64-Bed
Prototype Housing Unit.

The results of this analysis indicate that the pre-cast alternative
may result in savings in the range of 26 percent over traditional
construction.? However, until this state actually solicits and receives
bids for this kind of construction, it is difficult to say with any degree
of certainty what kind of savings might actually be achieved.*

Additionally, it should be noted that because alternative construction
methods have not been widely used in Washington, the state’s
overall bidding and pre-design processes have been oriented towards

'JLARC audit workpapers: NBBJ Analysis for JRA, 8/26/96; and NBBJ Life-Cycle
Cost Analysis of Traditional v. Modular Construction, 10/15/96.

2Wereviewed NBBJ estimates, actual cost experience in Pennsylvania with two
projects, and a study done for California by the Kitchell Corporation. We made
adjustments for regional cost differences, when needed. The cost figures from each
of these sources assume that prevailing wages are paid and that there is no use of
inmate labor.

3The break-even pointin this analysis was 24 years. Thatis, if the pre-cast units
would last atleast 24 years, they would be preferable to traditionally constructed
units. The break-even point of 24 years is about half of the expected useful life.
*Pennsylvania, which has experienced costs for pre-cast units in the $120-$122
range (1996 dollars), hasrecently had to go out to bid a second time because bids for
both pre-cast concrete and modular metal cells came in at substantially higher
amounts.
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traditional construction techniques. As a result, companies that
manufacture modular structures could be effectively excluded from
competing on projects unless these processes were restructured to
specifically permit this type of construction technology.

The results of our review should not be interpreted as suggesting
that any particular construction method should be used in building
new housing units. On the contrary, what this analysis suggests is
that serious consideration and careful analysis of alternative
construction methods, not just one method, should be incorporated
into the capital planning process.

STAFFING EFFICIENCIES

Previous discussion in this report addresses opportunities for
efficiencies through increasing the size of individual housing units
orbyincreasing the size of entireinstitutions. Savings are generated
because the cost of capital projects, in these scenarios, is less than
operational savings that will result over the lifetime of the building
or institution. While the capital projects identified in the previous
chapter will provide large and easily identifiable savings, there are
additional ways for JRA to achieve efficiencies in the system. One
method is to develop and use benchmarks (efficiency targets) for
determining how housing units and support functions are staffed.

Staffing Patterns

The existing system of facilities and staffing patterns in JRA are
due more to history and to decentralized control than to systematic
planning. Staffing patterns, and the establishment of residential
treatment beds which require enriched staffing, have generally
beeninitiated by individual institutions. Staffing new capacity has
generally been guided by how many FTEs have traditionally been
used in 16-bed cottages at Echo Glen. In reality, units of the same
size and offering the same core or special treatment program differ
somewhat in their level of staffing since there is no required
standardization.

There has been an attempt in recent years for headquarters to
“level” or equalize resources between institutions, although the
general result has been to maintain operations or establish new
operations within the traditional level of resources.
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Chapter Five: Further Efficiencies

The Staffing Model

The first staffing model for JRA was developed initially in order to
estimate the staffing level which will be requested for the new 64-bed
units at Green Hill in the 1997-99 Biennium. In doing so, the new
staffing model outlines the staffing needs at various unit sizes
within JRA and identifies areas where staffing efficiencies can be
realized from larger sized units.

Development of this staffing model for new capacityis a positive step
for JRA. The model clearly establishes the efficiency gains JRA
plans to take with the new 64-bed units. (Supporting data also
provides some clarity on how unit staff spend their time.) Although
the model outlines staffing levels for 16-bed, 24-bed, and 48-bed
units, itisnot yet determined how the department intends tousethe
model beyond staffing the 64-bed units. We see the model as an
opportunity for the department to generate future efficiencies.

When compared to current staffing levels, the model’s staffing for
different size housing unitsis sometimesless costly than units of the
same size, and sometimes it is more costly. Those housing units
which are operating at a lower cost per bed than the model are of
particular interest. These are internal benchmarks that could be a
starting point for JRA to develop a staffing model that generates
further efficiencies. A preliminary estimate of applying JRA’s
internal staffing benchmarks—orits new model, whicheverisleast
costly for the particular size unit—suggests there could be a combined
savings of approximately $284,000 per year.

Classification Mix

The match of staff classification levels and responsibilities in JRA
Iinstitutions 1s another area where there is room for refinement;
specifically for counselors and counselor assistants. Theissue of the
match between responsibilities and classification also raises the
question of how efficiently counselors are used in a system where
they have duties that include a wide variety of functions that range
from drug counseling to checking out hygiene supplies. Some of
theseresponsibilities can be effectively handled by assistants instead
of full counselors.
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One of the reasons the staffing model shows efficiencies over the
current system is that the classification level of FTEs in the model
1s generally less costly than in actual practice. For example,
because counselorsreceive a higher salary than counselor assistants,
it would be more expensive to staff with all counselors rather than
a mix of the two classification levels.

While the new staffing model generally shows a less expensive mix
of classifications than actual patterns, our review indicates thereis
room to improve in this area. The staffing model includes slightly
more counselor FTEs than JRA’s analysis for its staffing model
indicates are necessary to provide the functions of counseling and
general intervention duties.> If the job of counselor is defined in
very broad terms, JRA’s analysis would suggest that some minor
changes in the model’s mix of classifications are appropriate. We
estimate this could reduce costs at each 64-bed facility by $10,000/
year. However, there could be a more sizable impact if the
responsibilities of counselors were less broadly defined, therefore
leaving more tasks to counselor assistants.

Support Services Model

JRA doesnot have a staffing model for institutional support services
(everything except housing units). Our review of institutional
support services identified some variations in cost that were
unexplained by differences in facility size, purpose, or design. Nor
were the differences obviously attributable to population
characteristics.

While housing unit staff represent the largest share of institutional
labor, support staff still comprise 36 percent of total operating costs.
Establishing a staffing model based on internal benchmarks for
staffing support services has a potential for reducing and controlling
costs.

CONCLUSION

There are opportunities for JRA to pursue further efficiencies in
both the capital and operating areas. Both areas, however, will

5 JRA conducted a “time-motion” study of how various staff spend their time in order
to determine amount of staff needed for the new 64-bed units.

Page 37

Refining
the "mix" of
positions
could save
money

Staffing
model
needed for
support
positions



Page 38

Chapter Five: Further Efficiencies

require ongoing analysis and review to first identify the most
efficient benchmark, or direction, and then to continue to review
previous targets for ways to improve.

It should be noted that if JRA can lower its capital costs by using
alternative construction methods, all of the scenarios presented in
this report, which suggest the economic advantage of replacing
older housing units, would become even more economically attractive.
To the extent that current staffing practices can be made more
efficient in existing buildings, this will minimize costs until the
structures can be improved. However to achieve sizable savings,
current facilities will need to be rebuilt. Improving the staffing
models will save money but this can not match the savings that
would be possible under the scenarios discussed in the previous
chapter for rebuilding and consolidating facilities.

RECOMMENDATIONS

Recommendation 6

The Juvenile Rehabilitation Administration should
incorporate a thorough and ongoing review of
alternative construction methods into its capital
planning processes. Ifthese methods show the potential
for reducing life-cycle capital costs, the bidding and
predesign process for projects should be structured so
as to allow for competition from these methods.

Recommendation 7

The Juvenile Rehabilitation Administration should
further develop and apply a staffing model for its
housing units and institutional support services that
rely on cost-effective benchmarks.



SCOPE AND OBJECTIVES

Appendix 1

SCOPE

This study will review the capital and operating costs, both current and planned, of the
major residential facilities operated by the Department of Social and Health Services’
(DSHS’) Juvenile Rehabilitation Administration (JRA). Emphasis will be placed on
identifying cost drivers and determining whether efficiencies and/or cost savings can be
realized.

OBJECTIVES

1.

Determine whether JRA’s capital planning process results in cost-effective practices
and projects.

Assesstherelative efficiency of current and planned facilities and determine whether
they are being used in the most cost-effective manner.

Assess the costs and benefits of replacing existing facilities with new facilities.*

Review staffing practices and identify staffing level drivers at each institution,
including the impact of facility design, security requirements, and programming
considerations.*

Assess whether JRA staffsits facilities, and otherwise provides services in an efficient
and cost-effective manner.

Develop a methodology for estimating the costs or savings associated with changes
to institutional populations, including provisions related to the appropriate use of
average and marginal costs.*

*Consistent with legislative direction per ESSB 6251.
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Appendix 2

® Department of Social and Health Services
o Auditor's Comments to Agency Response

® Office of Financial Management
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SEATE OF WA SHISE TOM

DEPAKTMENT OF 500 1A AND HEALTH SERVICES
CHympiz Wed 5 TE--3 U H E E E
i i
PEC 314
JLAR(

Deecember 30, 19%6

Cheryle A Broom, Legislative Awdior

Joint Legislacive Audic and Beview Commities
306 16" Avenue 5.E.

Otympia, Washington 985(H-2323

Chear b=, Broom:

This lerter 15 the Deparment af Social and Health Services ({DSHSY formal tesponse o the
recarmmendations included in the loant Legislative Aodit and Beview Commitlee (JLARC)
Preliminary Report oo Juvenile Rehabilitation Capacity Planning.

The Juvenile Behabilitation Administation (JRA) appreciates the hard work, thoroughness, and
expertise of the JLARC staff, Constructive and positive working relationships were developed
duning the audit, and JRA staff plans 1o continue a working partnership with the JLARC aoditoes,
esperially in tegard Lo the analytic toeds for Life Cyele Cost Analysis.

Additonally, I want to thank vommittee members for their continming interest and support of
D*SHS/JRA issucs and programs.

A3 you revicw our response belew, [ believe 1t 15 important to keep in mund that orgamzationally,
JEA provides a broad weave of programs for youthful oftenders in a vaniety of facilities acquired
gver lime o mect rapedly changing offender demographics and popalation  forecasts.
Accordingly. somc of the recommendations that are based on corunon standards applied
uniformly fit well in some nslances, and not 5o well 1 others. For example, foresory programs
for youth in small relatively melhicient Deparment of Matural Resources-based {ONR) wark
camps provide a very uwnportant ool for juveniles needing structured emplovment work skills
meluding respect for auwthonty, leamwork, and individual accountabilicy in a “real™ wotkday
envitermment, In addition. the work perfonmed results in tangible retams to the taxpayer. [n the
bottom lime, il becomes & quesiion of posiive rchabilitative programming versus a relative
IMeTease 1N o35t per day,

NOTE: Amore detailed agency response is available by directly requesting one through the JLARC office.
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Auditor’s Comments in Response to Agency Remarks

Recommendation 1: Eliminate subsidy for Naselle staff housing.

We acknowledge JRA’s intention not to re-build the staff housing units once they have
reached the end of their useful life. We note again, however, that JRA hasidentified over
$700,000 in repair work that needs to be done within the next ten years. It has also
indicated that these units are expected to reach the end of their useful lives in the year
2009. The legislature should be aware of these circumstances prior to approving the
expenditure of any funds for these units.

We recognize JRA’s point that the rents for these units will go to the General Fund and
can not be directly retained for maintenance at Naselle. However, the objective of
eliminating General Fund subsidy of housing for JRA employees will still be met aslong
as rents cover the cost of upkeep because the result will be revenue neutral.

Recommendation 2: JRA should amend its capital plan to provide for replace-
ment of housing units that are not cost-effective.

Many of JRA’s comments do not appear to directly address the recommendation. We also
questionthe comment that “[s]entencing reforms proposed in thejust released Governor’s
1997-1999 Budget also affect this recommendation.” The housing units we identified as
being non-cost-effective will remain that way irrespective of any changes to the sentenc-
inglaws.

Recommendation 3: JRA to amend capital plan to provide for consolidation of
Indian Ridge and Mission Creek.

JRA states that it does not concur with this recommendation for two reasons: 1) it
believes that the Governor’s sentencing proposals will increase the number of beds
needed, thereby requiring all facilities to remain open; and 2) it believes that the DNR
program is “an important and effective rehabilitation tool...which cannot be replicated
at Green Hill or Maple Lane.”

Our response to the first point is that evenif the Governor’s initiatives were enacted in
the 1997 session, Indian Ridge and Mission Creek should still be consolidated at larger
institutions. Changes in sentencing laws could potentially impact the timing of closing
existingfacilities, but consolidation of facilities should not be incompatible with building
new capacity.
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Our response to the second point is that this is a policy decision the legislature needs to
weigh. These smaller forestry camps provide DNR jobs for approximately 70 juveniles
atacosttothe state of $1,260,000 more per year (or $18,000 per participant) thanifthey
were consolidated into a larger institution. (Thisis after accounting for the capital costs
of moving and housing the camp populations.)

As for the value of the programs housed at Mission Creek and Indian Ridge, we are not
aware of any evaluation or other documentation that confirms that the camp programs
are more effective than other JRA programs. Furthermore, JRA stafftold us previously
that it would not be particularly problematic if they were unable to continue their
forestry work programs at Indian Ridge and Mission Creek, since they would likely be
able to develop some other type of work training program to replace it. As for continuing
the DNR work experience, our understanding is that the Department of Natural
Resources has not ruled out the possibility of operating a forestry work program out of
either Green Hill or Maple Lane.

Recommendation 4: No auditor's comments.
Recommendation 5: No auditor's comments.
Recommendation 6: JRA should review alternative construction methods.

JRA’s response suggests that JRA does not have a role or responsibility in evaluating
alternative construction methodologies that might lead to lower capital costs. The
response further states that this is the role and responsibility of OFM, and that OFM
always analyzes alternatives well in advance of the pre-design process.

Wedisagree. JRAhasanecessary and majorrole to play in evaluating alternatives, and
OFM does not typically analyze specific alternative construction methodologies, al-
though it certainly has a role in reviewing what agencies propose.

A model that JRA can follow is offered by the Department of Corrections. This agency
hastakentheleadinevaluating alternative construction methodologies for its facilities,
such as the 400 bed minimum security prisons that are constructed of wood. DOC also
conducts its own life cycle cost analyses.

Since JRA must take the lead in evaluating its programmatic needs, it should also take
the lead in evaluating the kinds of facilities and construction methodologies that can

meet those needs in the most cost-effective manner.

Recommendation 7: No auditor's comments.
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January 9, 1947

Chervle A Broom, Legislative Auditar

Tcint Legislative Audit and Review Comomietes
Post (Mhice Box 40910

CHympia, Washington 9854(-2213

Lear Ms Broom:

Thank you for providing the Office of Financial Management {{3Fh) 1he apportumey b review
the preliminary report on Juvenile Behabilitation Capacity Planning.

The Department of Social and Health Senaces is responding to the reconunendations in the repoit
that relate to the operation af the Juvenile Rebabilitalion Administration

Thiz letier is cesponding to Recommendation & which addresses consideration of allernative
construction approaches in the development of juvenile justice facilities. OFM has instituted a
comprébensive predesign process for state capital projects which provides a format for the
consideration of alternative construction methods. The predesign process calls far defining che
prowmams ta be delivered in the propesed facility and the analysis of construction alternat ives to
meet this program need  Included in the review process is an cxamination of costs, schedules, and
alternative budgets using the life cycle cost analvtical approach. The predesign pracess s
completed poor to the design siage 5o the cpportunity to employ alternative construction
methods is avadable.

OFM cxpects that future proposals for majer expansions in the juvenile rehabaltation syscem will
underko a thorouwsh predesign process that includes the consideration of alternateve construction
methods  TF wou should have any questinns on the currem capital process, please contact Tom
Henderson of OFM at 02-0542

Sincerchy,
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Crary §  Rohingon
Acting Lhirectar



SENSITIVITY OF DISCOUNT RATES

Appendix 3

The estimated savings figures portrayed in Chapter 4 were calculated using a real (after
inflation) discount rate of 10 percent. A discount rateis used to translate future valuesinto
present values. It recognizes the time value of money. For example, it recognizes that a
dollar today, which can be invested for gain, has potential greater value than a dollar
received ten years into the future.

The use of a 10 percent real discount rate is consistent with the rate recommended by the
federal Office of Management and Budget' for comparisons in which there is significant risk
associated with assumptions of savings accrued many years into the future. This can also
be considered a conservative rate in that it places a greater burden on proposals that entail
spending now in order to save more money over the long run.

Since the choice of a discount rate can have a significant impact on the outcome of an
analysis, we conducted a sensitivity analysis using a lower real discount rate of 5 percent.
This is the minimum discount rate that JLARC has found to be justified in its economic
analyses.? It approximates the unsubsidized rate of return that state taxpayers (i.e., those
who pay state bonds) could expect on a low risk, long-term investment. Asis shown in the
exhibit on the following page, use of the lower discount rate would suggest higher estimated
savings in all instances.
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Appendix 3
(Continued)

Maple Lane School (Exhibit 10, p. 24)
Replace Evergreen Pine, Sequoia and Spruce Cottages

Maple Lane School (Exhibit 11, p. 26)
Replace three 24-bed cottages with one prototype

Echo Glen (Exhibit 11, p. 26)
Replace 8 16-bed cottages with two prototypes

Echo Glen (Exhibit 11, p. 26)
Replace 12 16-bed cottages with three prototypes

Maple Lane School (Exhibit 14, p.29)
Combination of replacement and alternative use efficiencies

Indian Ridge (Exhibit 12, p.27)
Close facility and consolidate at Green Hill

Mission Creek (Exhibit 13, p.28)
Close facility and consolidate at Green Hill

Indian Ridge and Mission Creek (Exhibit 13, p.28)
Close both facilities and consolidate at Green Hill

Real
Discount Rate
10%

Replace Now

Savings/Bed
$ 6,444
$ 1,085
$ 5,233
$ 5,238
$ 11,464

Appendix3: Sensitivity of Discount Rates

Real
Discount Rate
5%

Consolidation

Replace Now

Savings/Bed

$ 6,621
$ 1,783
$ 6,308
$ 6,313
$ 11,681

[Consolidation

Savings/Bed
$ 8,371
$ 8,192
$ 9,301

Savings/Bed

$ 8,639
$ 8,816
$ 9,741
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Appendix 4
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