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Overview and Scope
This project consisted of a performance audit analysis of the methods used by the Pierce County Corrections Bureau to calculate the rate charged to contract agencies to house misdemeanor jail inmates.  To conduct this analysis, we developed detailed cost information and rate and revenue scenarios related to jail operations and the housing of misdemeanant inmates.  The analysis included calculating capital, operating, and fully-burdened staffing costs to establish a complete accounting of jail costs.  This report is designed to provide the Pierce County Council, County Executive, and Corrections Bureau with information needed to help develop a sound, financially stable, rate setting strategy.  

Objectives and methods

The main subjects of the study included evaluating the rigor of the County’s current rate setting approach, establishing a detailed accounting of jail capital and operation costs, developing a rate model with alternative rate setting approaches, and assessing the current approach in light of the practices used by other Washington jails. Specifically, the study objectives were to:

1. Evaluate the strengths and challenges to Pierce County’s current approach to misdemeanor contract billing.
2. Determine fully-burdened jail capital and operating costs.
3. Develop a rate model that addresses financial planning and revenue requirements and costs of services and provides business case scenarios for full cost recovery, marginal cost, or market rate. 
4. Identify data needs to support rate analysis and reporting.
5. Conduct a review of best and peer contracting practices related to revenue generation and contract charging methods. 

The first two objectives are closely integrated.  To evaluate the County’s current billing approach, the study team analyzed the existing jail cost model and worked with staff in the Corrections Bureau, Budget and Finance, and Facilities to understand the costs and assumptions that supported it.  The team worked concurrently to establish complete jail capital, operating, and fully-burdened staffing costs, and worked closely with Corrections Bureau staff to identify if and how these costs might vary with changes in the inmate population.  The cost analysis included development of a staffing cost model with: 
· Fully-burdened costs per post, overtime costs, and an updated relief factor.
· Staffing costs by function, floor, unit, and bed, and by security classification level (minimum, medium, and maximum).
· Modeling of the extent to which staffing costs change with inmate population levels and housing unit operations.
· Total and per bed staffing costs for Mental Health beds broken out by acute, sub-acute, and chronic. 
· Total costs of jail medical staffing and care.

Analysis of contract misdemeanants
To provide information on the costs of housing contract misdemeanants, the study team analyzed data on contract misdemeanants.  Key questions asked included: 
· What their population is compared to the rest of the jail population.
· At what security level they are typically classified.
· Where they’ve been housed and how that impacts costs.
· Whether they were in Mental Health housing.
The cost of housing inmates depends in large part on the level of security supervision they require and whether they require special housing, such as mental health housing.  However, this information was not being reported and used by the County for its rate setting.  The team therefore had to conduct original research and data collection to answer these questions. 

To conduct this analysis, the study team worked with Corrections Bureau staff to obtain monthly snapshots over a two year period of all inmates in the jail on a given day.  The sample data included inmate charge (felon or misdemeanant), classification levels, and housing location.  For inmates with multiple charges, the data did not indicate whether an inmate was a county inmate or a contract inmate so the team had to make this determination based on charge type and court assignment.  This process accounted for most, but not all, of the jail’s criteria for making this determination due to the complexity of the process and the large volume of inmate records involved.  As a result, it should be considered a representative sample; however, our testing verified that the methodology is accurate in most cases. 

The study team then matched misdemeanant classification levels and housing locations with housing costs to estimate the percentage of contract misdemeanants housed in different jail locations at different costs.

Development and application of a rate model 
Our approach to developing a rate model started with an update of the current model, which included identifying and verifying assumptions and testing for errors.  After this initial effort, we added additional functionalities that allow the user to change assumptions and see the impact on the rate, including:
· Taking assumptions that were built into the model and turning them into variables (for example the user can now decide which costs to include or exclude, such as debt service on capital improvements).
· Taking implicit assumptions and making them explicit.  For example, instead of treating all costs as fixed, the model provides the ability to treat portions of them as variable, such as utility costs that may vary as the inmate population changes.
· Including detail on costs known to be variable, such as food services, that change when the inmate population changes.
· Providing options for which services might have separate billing rates, and showing how including or excluding separate rates affects the daily bed rate.
We used this updated and reformatted model to assist in our establishment of the full cost of jail operations, and analysis of different rate setting approaches and business case scenarios, including full cost recovery, market rate, and marginal cost approaches to contracting.  The rate model was integrated with the staffing cost model described in the previous section, which informed our analyses of the various costs and revenues associated with different contracting and housing unit use scenarios. 
The model can also serve as an example for future model development by Pierce County and can be used to explain how contract rates compare to the full costs of operating the jails.

Research into contracting practices of comparable jurisdictions
As part of our research, we reviewed interlocal rates and contracts for the housing of jail inmates.   These are all recent Washington contracts that have been executed since the end of 2011, and include some of Pierce County’s peer agencies.  These contracts illustrate both common contracting practices as well as some of the more diverse contracting approaches agencies are taking. 

· Benton County and the Cities of Kennewick, Prosser, Richland and West Richland, 2012-2016
· King County and the City of Seattle, 2012-2030
· Pend Oreille County, 2013 contract terms provided by the County Sheriff
· Snohomish County and the City of Everett, 2012-2017
· Yakima County and Sunnyside, 2013
· South Correctional Entity (SCORE), rate structure approved by SCORE Administrative Board, March 2012
· City of Fife and City of Tacoma, 2013-2022
Our contract review focused on several elements.  First, we looked at the types and amounts of rates they charged (for example, whether they use a single rate or multiple rates).  Second, we also looked at contract provisions related to additional services, such as medical and mental health care.  In particular, we wanted to know how costs were split between the jail and sending jurisdiction and how extraordinary costs were charged.  Third, we looked for examples of contract safeguards or incentives, such as requirements that a sending jurisdiction would use at least a minimum number of beds. 
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