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Executive Summary

Background

In August, 2011, Winooski River floodwaters resulting from Tropical Storm Irene severely damaged the Vermont Agency of
Agriculture Food and Markets (VAAFM) and Vermont Department of Environmental Conservation (DEC) Laboratory in the
Waterbury State Office Complex. Since that time, laboratory operations have been scattered among several temporary loca-
tions, most significantly at the Hills Building at the University of Vermont. Co-location of the two programs in the Hills
Building is subject to a lease that expires in August, 2015 (with two options to extend the lease until August, 2017). Subse-
quently, as part of a comprehensive redevelopment plan for the Waterbury State Office Complex, the decision was made to
demolish the VAAFM-DEC laboratory building. No permanent future site has yet been identified for these programs.

Responding to the need for a long-term plan to replace the VAAFM — DEC laboratory facility, this feasibility study was au-
thorized and funded by the Vermont General Assembly pursuant to Act 51 of 2013, which directed VAAFM and DEC, in con-
sultation with the Department of Buildings and General Services (BGS), to “examine and report to the General Assembly on
the feasibility of sharing the same laboratory, exploring relationships with the University of Vermont and the Vermont State
Colleges system, or other public or private entities, and determining what specialized services may be sold within the North-
east region to fulfill state and regional laboratory needs ... [including] a cost-benefit analysis and a governance model.”

This study was designed to explore three options for replacing the VAAFM and DEC lab functions lost following Tropical
Storm Irene:

e  Option 1is to OUTSOURCE essential laboratory testing to commercial laboratories and/or to public laboratories in
other states.

e Option 2 s to replicate the model that existed in the Waterbury facility as closely as possible, whereby the Agency
of Agriculture and the Department of Environmental Conservation would be CO-LOCATED but maintain separate
laboratory operations in the same facility.

e Option 3 is to consolidate VAAFM and DEC programs in a single COLLABORATIVE facility operated jointly by the
two agencies under a new governance model, in order to maximize efficiency and eliminate duplication.

Laboratory Missions

The Vermont Statewide Strategic Plan articulates the following strategic priorities that are supported by the mission of the
VAAFM and DEC laboratories :

e  “Promote programs, policies and legislation that support economic growth and competitive advantage for Vermont
businesses and job creation in Vermont. Provide fair and consistent regulation of the marketplace.”

e “Protect, sustain and enhance conservation of our natural resources for the benefit of this and future generations
and to enhance our quality of life.”

e “Maintain and enhance the health and productivity of farm and forest land, and wildlife habitats, including ecosys-
tem services (flood resilience, water quality, clean air etc.)"”

e  ‘“Establish a statewide crop and feed safety program that manages all aspects of agricultural commodity safety,
including pathogens, pesticides and other potential contaminants.”

The VAAFM and DEC laboratories provide a wide range of services to the people of Vermont, consistent with these priorities
and the broad VAAFM and DEC missions to protect human and animal health, safeguard environmental resources, and foster
commerce and economic development. Lab services protect the integrity of iconic Vermont institutions such as the dairy and
maple syrup industries, develop data that protect and support the long term vitality of important air, soil, and water re-
sources, and extend into many other less visible areas of Vermont life.

While the daily services provided by the labs are critical to commercial activities and long term environmental protection, the
labs’ ability to quickly and effectively respond to urgent health threats and emerging threats to natural resources is essential.
Not only are major unanticipated situations a regular occurrence, but these situations by their nature cannot be planned for
in advance. The capacity of the labs to respond quickly and nimbly is essential to the protection of consumers, and to the
continuing viability of major Vermont industries such as dairy. Several ongoing or emergency situations addressed by the
labs are highlighted below and more are included in Appendix A.

1. Protecting Human and Animal Health

e Bedbug / Pesticide Misuse: It was found that hundreds of residential units had potentially been treated with a bedbug
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pesticide that had been banned for residential use. The Agriculture lab, the Department of Health Lab, and federal
authorities worked closely together to obtain and test more than 1000 samples, and provide prompt feedback to
concerned citizens.

e Public Schools / Pesticide Misuse: It was found that a pesticide to control head lice had been sprayed on a school car-
pet. The Agriculture lab was able to collect samples, analyze them, and send detailed results and risk analysis to par-
ents within one day.

e Contaminated Pet Food: It was found that imported pet food was contaminated with melamine nationwide. The Agri-
culture lab was able to rapidly obtain and test pet food products locally, and then quickly advise state citizens of the
specific risks in their local areas.

o Mercury Contamination: As part of a major study of mercury in the northeast, the DEC Lab was instrumental in the
development of data describing sediment and fish tissue mercury concentrations from lakes in the Vermont-New
Hampshire region, and contributing water chemistry measurements. The DEC laboratory work substantiated the need
for Vermont's comprehensive mercury legislation, signed into law in 2005

Safeguarding Environmental Resources

e Water Resources: The LaRosa Analytical Services Grant is a partnership between some of Vermont's volunteer
(citizen) watershed groups, the DEC Monitoring, Assessment and Planning Program, and the DEC Laboratory. The
project began in 2003 and has since fostered partnerships with 31 associations and assessed over 800 sites through-
out Vermont. This program is organized and coordinated so that volunteer sampling expands upon DEC staff sam-
pling; effectively furthering a primary mission of DEC to protect, maintain, enhance and restore the quality of Ver-
mont's surface water resources. The DEC Laboratory provides the analysis at no cost to the volunteer groups.

o Air Pollutants: In 2004, EPA established a National Air Toxics Trends Station (NATTS) monitoring network to fulfill
the need for long-term air toxics monitoring data of consistent quality. The primary purpose of this 27-site national
network of air toxics monitoring stations is tracking trends in ambient levels of air toxic pollutants that are associated
with a wide variety of adverse health effects and regulated under the Clean Air Act. DEC's monitoring site in Un-
derhill, Vermont is one of the NATTS sites and is considered a representative national “background” site. The DEC
Laboratory provides air toxics analytical results such as volatile organic compounds, carbonyls, and metals to AQCD
for this air monitoring.

o Long-term Continuity and Consistency of Environmental Health Data: Data comparability and quality are critical for
long-term monitoring and decision-making. Vermont invests approximately $500,000 annually in the Lake Champlain
Monitoring program. Consistent use of DEC's laboratory for sample analysis ensures that this investment is based on
credible data.

Fostering Commerce and Economic Development
e Contaminated Produce / Commerce: After Tropical Storm Irene, the federal Food and Drug Administration recom-
mended that thousands of acres of animal feed be destroyed due to potential contamination. The Agriculture lab was

able to test the feed and promptly confirm that it was safe to use, saving the crops and sparing farmers from further
financial harm.

e Maple / Food Safety: Testing over several years has led to numerous improvements in maple industry practices, ad-
dressing food safety issues as well as contaminants affecting the flavor of the syrup.

e Dairy: The VAAFM diagnostic laboratory handles the product and animal health testing for Vermont's dairy indus-
try. At $493,926,000 produced annually, the Vermont dairy industry is responsible for 73% of the total market value
of agricultural products produced in the state. The lab’s activities have enabled the number of on-farm processors to
increase by more than 35% in the last five years, from 63 in 2008 to 97 in 2013.

Positioning the Lab for Growth and New Areas of Service

In the coming years, emerging health trends and new federal programs will require implementation and support from
the VAAFM and DEC laboratories, including :

e More stringent federal food safety rules

e Organic certification for growers

Labeling and certification of genetically engineered foods and seeds

Plant virus screening as it increasingly impacts interstate and international commerce
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e Increasing air toxics analysis

Options for Replacement of the VAAFM-DEC Laboratories

1. Outsourcing: Of the three primary options (Outsourced, Co-located and Collaborative) only the Co-located and Collabo-
rative models appear to meet all of the needs identified by the State of Vermont. Specifically, the Outsourced model
(Option 1) is not more cost effective than the other two options, nor does it appropriately address all issues related to
quality and response time. Section 3 of this report outlines in detail the potential for higher annual operating costs
associated with outsourcing. Further, review of outsourcing efforts in other states reveals that core laboratory services
can be outsourced with only marginal success.

Other concerns with the Outsourced model are that:

e |t does not appear to handle well the need for research and analysis with respect to new services or growth in ser-
vices.

e For some tests, especially in the environmental field, few if any outside labs have the capability to detect the low
levels of contaminants that the tests require.

e It does not appear to be an effective model for urgent and emergency situations, where immediate and/or large scale
response is needed. Unlike a state operated lab, it is not likely that an outside lab will be able to set all else aside in
such a situation. Many of the incidents outlined above and in Appendix A would not have been effectively addressed
and resolved under an outsourced lab model.

2. Internal Options: Option 2 (Co-located) and Option 3 (Collaborative) present two different models for a new state
laboratory facility that would continue to deliver the lab services that were provided at the Waterbury facility, and are
being provided, with some limitations, today. In considering these options, some key issues should be noted:

o Several studies in the years prior to Tropical Storm Irene reviewed the operation of the labs and made recommenda-
tions for improvements, including consolidation. The most significant is the Association of Public Health Laboratories
(APHL) report of 2006, which is included as Appendix B to this report. The recommendations were generally not
implemented at the time, in part due to the limitations of the Waterbury facility, but remain valid.

e Current lab operations lack full time, dedicated position for safety, waste management, and quality control. The labs
are currently relying on their University of Vermont landlord for some of these services. Option 2 and Option 3 both
address this need.

e Option 3 can restore all lab functionality that existed prior to Tropical Storm Irene, accommodate some growth, and
provide proper oversight for safety, waste management, and quality control, all without adding to the current number
of full time staff positions approved for the lab. Option 2 requires the addition of 3.5 full time staff positions to ac-
complish this.

o The size of the facility required to support Option 2 would be approximately 10 percent larger than the facility that
would be required for Option 3.

o Either option could include all of the lab programs that existed in the Waterbury facility. To evaluate the impact of
including or excluding some programs from the facility, all programs were classified as either Tier 1, Tier 2, or Tier 3, as
follows:

¢ The Tier 1 programs are the analytical labs that are essential to the new facility, and would be included in the new
lab governance model proposed for Option 3.

¢ The Tier 3 and some Tier 2 programs could be located elsewhere if necessary, in order to reduce the capital invest-
ment in the new facility. The annual operating costs incurred would, however, be greater in many cases.

0 The Weights and Measures program, which is classified as Tier 3, is the only program adequately housed at the
present time.

Please refer to the cost matrix on page 8 and to Section &4 of this report for additional information.

e While it is not the intent of this study to make a final, specific site recommendation, several preliminary locations have
been considered during the preparation of this study: a new site near Montpelier, a site on or near the University of
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Vermont campus or the Vermont Technical College campus, and a site in Colchester adjacent to the new Department
of Health lab. The potential synergies to co-locate and/or collaborate with the Department of Health at the Colches-
ter site are numerous, but the site itself presents challenges.

o The state’s lease at the University of Vermont expires in August, 2015, with two one year options. In order to
have a new facility ready for occupancy by August, 2017 at the latest, a site needs to be selected and design work
needs to begin by late 2014. Please also refer to the schedule in Section 5.

The Co-located model (Option 2) does adequately address all of the above issues and would be a responsible solution for
the State of Vermont. It would be the easiest to implement of the three options because it would essentially be “business as
usual” with a new facility modeled after the one in Waterbury that was lost. However, programmatically it would suffer
from the same functional weakness of redundant services between VAAFM and DEC. In addition, it could only marginally
implement the recommendations of the 2006 APHL study for improved operations.

Recommended Option

The Collaborative model (Option 3) is the best choice overall for improved lab functionality, capacity for growth, efficient
cost of construction, and reduced operational cost. A significant benefit of such a solution would be the ability to implement
proven production workflow enhancements commonly referred to as “Lean Production Management”. The one significant
challenge with Option 3 is that a major change in governance will be required for it to be successful. However, representa-
tives from VAAFM and DEC have consistently expressed their willingness to treat this challenge as an opportunity for im-
proved collaboration and delivery of services. It is assumed that this willingness will continue and develop further as a pro-
gram for construction of a new lab continues.

Thus, the significant benefits of a Collaborative Lab model (Option 3) are:

e  Reduced cost of construction by approximately $1.7 million, compared to the Co-located model. The anticipated cost for
the facility is $14.4 million before escalation and allowances for unforeseen conditions. Assuming construction starting
in 2076, the total budget inclusive of these allowances would be $18.1 million, as outlined in Section 5 of this report.

e Reduced cost of facility operation, compared to the Co-located model.
e  Reduced staffing costs by approximately $250,000 per year, as compared to the Co-located model.

e  Reduced “fee for space” for facility charges by the Vermont Department of Buildings and General Services of roughly
$30,000 per year as compared to the Co-located model.

e  Best use of space for current needs and future growth.
e  Best operational management of work flow and demand to manage growth and peak/emergency situations.

e Most flexibility to adapt to new developments such as growth and changes in testing requirements, and evolving part-
nerships with neighboring states and with institutions within Vermont. Potential partnerships with other states, with
the Department of Health, and with the University of Vermont or Vermont Technical College can be studied further as
planning continues.

e  Opportunity to implement “Lean Production Management” techniques for streamlined governance, emergency re-
sponse, delivery of analytical services, and data delivery .

e  Opportunity to efficiently implement all recommendations of the 2006 APHL study.
e Alignment with strategic initiatives of the State of Vermont for the delivery of services.

e Enhanced perception of “best use of resources” on the part of VAAFM and DEC from the viewpoint of the citizens of
Vermont.

e No significant increase in operational budgets to VAAFM and DEC as the new facility goes into operation.

e All lab functions that existed prior to Tropical Storm Irene can be restored without adding any staff positions.

The loss of the Waterbury lab has produced the opportunity to reimagine the laboratory with a clean slate, no longer con-
strained by the limited adaptability of that facility. Of the available options, the proposed collaborative laboratory facility
makes the best use of that opportunity.




Recommendations to the Vermont General Assembly, VAAFM, DEC, and BGS

1. Build a new Collaborative Laboratory (Option 3) for VAAFM and DEC in which all lab functions are aligned based on
scientific discipline and method instead of by departmental customer. Include all proposed lab functions in the new
facility.

e  Provide funding for and immediately begin a process to determine the preferred location and design for the new
facility, and to then select and obtain the rights to a specific site. The site for the new facility should be confirmed
no later than the end of 2014 (see schedule in Section 5, page 57). Funding should, at a minimum, provide for site
selection, site acquisition, design and planning costs.

e As part of the site selection process, develop an order of priority among the key factors affecting the decision:
proximity to Montpelier, access to BSL-3 space, future collaboration with the Department of Health, and the po-
tential of a higher education partnership.

o Design the new facility for flexibility and growth, so that the core analytical labs can grow into space occupied by
the other labs if necessary, and to facilitate changing priorities as state and regional partnerships evolve. Plan for
anticipated growth in testing, including areas such as food safety, organic agriculture, GE seed testing, and air tox-
ics analysis.

e Please also refer to the table on page 8 for a brief overview of the proposed Collaborative Laboratory, and the
implications of several alternative scenarios.

2. Develop a collaborative governance model for a consolidated and jointly operated laboratory that appropriately shares
authority, responsibility, cost and benefits between VAAFM and DEC. If not feasible due to legal constraints on the
agencies, then shift all lab personnel to either VAAFM or DEC and implement an appropriate governance model. Imple-
mentation of this new model need not wait until the new laboratory facility is complete; in fact, it should be imple-
mented at the earliest reasonable opportunity.

e  With the introduction of the new governance model, implement coordinated plans for laboratory safety, laborato-
ry waste management, and laboratory quality assurance.

e Implement a LIMS (Laboratory Information Management System) throughout the lab (DEC is already using LIMS,
but VAAFM needs to bring LIMS online).

3. Both as the project develops and after the new facility is complete, continue to explore and upgrade partnerships with
labs in other states, and with institutions in Vermont, to develop areas of leadership and specialized expertise in each
location.

4. Implement, at a minimum, all major recommendations of the 2006 APHL Study (see Appendix B, page 75).

January 21, 2014 The S/L/A/M Collaborative

0 N O U1 & W N =



K1Buipiooae padinpal aq pinom 221A13s 1q2p ‘Y34 Aq pasinquias Ajjeiued s) 1soo jendea an ) L
‘ywoiB snid uoneyur Jo a1l 3yl 1 Ajjenuue asesioul 0 palaadxs aq ued Buiainosino Joy saousbe syl 01 3500 [EUDIIPPE YL 6

“paynuenb £jipesl 8q J0ULED 1502 1BY3 INg gE| [EDRA[EUE BUY) 03 ulieg woy sejdwes ANEND Iny HodsUEL} 0} PaUNDUL 8 || }S00 [EUOHIPPY 8

"8I} S1Y] JB PRIEWINSE Usaq Jou Sey 1500 Jey] -aoeds ayj anoldwi 0] pannbal aq |m seinypusadxs [endes [euoiippe ‘ulag ul suiewal AEND Iy Y 4

"1502 8y} aieys o} Buipjing upag sy3 jo Jepuiewss sy seidnooo weiboid 1ayio ou i 1eieslb ag pinom s1elS Byl 01 1s09 [El0] 8|gibybsu s1 uondo pepuswwoonal sy o pasedwoo sbureg g
“Jeaf 151y 8yl ul AjENULE QOZ° 195 S! 150D |EID] palEWNSE - pases| aq snw Buiping amus ay] ~sweiboid syl Ag paidnooo Buipjing syl jo wed sy) 1o} 1500 pajelod By} UD pasEq S11S00 LIPS §
1eak puooas ayy u Bulneys teak 1ad 9557 Ag aseasoul | pue plojpue| sy} woy |esodoid ases| Jead g B UD paseq s 1soo LR

“(a3e1 J183IBW JUBLND) 8;GF 40 81B1 [ENUUE UE J8 pung Jeak 0z B Uo paseq sl 80Was 198q ¢

*G UOIPSS Ul paulno se "238 ‘sapuabunuoa ‘sesy ubisap ‘1500 uoionisuoa Jo aasnpoul s1 Buipjing mau ayy Joj 156png jeydes pasodoly

‘yels Auelodwa) puUE &I} ||ny 40 SAISN|OUI 51 JUNOD [AULOSIaY |

‘S3I10N

g -t 5810} 835 (128} asenbs 572" |£) Ayjenp

. 1eaf 151y 000°0LLLS - . [E10} € "HELS 1Yo Iy pue sainseap g sybiap 1daoxg

ulag ul uewal ueds AJEND Iy pue Ul 000" LEG POIEWISS 01 000°0565 8 =jop =8g uoliw #91L% 03 L°ELS Bl ‘4eIs gE [Randjeuy 5| sweiboig ge |y Gunesodioau
sainsealy § swbiapy 1Byl sewnssy

Ay19e 4 QBT BAlEI0gE(|0]) MR

(1284 auenbs

9 A 151 ‘0z’ patedionue B10] QF ‘JE1S I8Y10 ‘cf) sainses syBiapp 1deaox

TSeNees UNSGUUBLSIUED (oD pss cyopopes OISR I EUSSIBEIS o Gk gy - sweioig 0ot iy Bunesdios

sainsealy g syblapy 1By} sewnssy : a|qibnbap : e qe ms:man.m__au ey

‘OLvLe €101 G-0p ‘JEIS JOI0 (193} a1enbs £80°6E)

auon 000 a,_.q F, 000°EL5% + uoliw g6LE 031 L7918 ._ 507 4 % 4 . sweiboig qe |y Bunesodioou)

01 000°05L°LS ¢Z HEIS Qe [EANABUY 581 Ae4 qe pajedn|-o) map
6 FON

395 OS]y '10} PalUN0OI0E JoU §I ) . . ; .

558UBAISUCIS3] 150] PUE S3IAIBS auon Wi 0002655 + Wil Wil Buiainosing - Aujioe4 map oy

apinoad o1 Aipiqe 3s0| Jo 3500 By
SIAILYNYILTY
P . (188} arenbs 5, £°ge)
auap) 00006215 Wil uolpw | °gL% o} ¥ L [E103 JE 421 JoUio swelboig ge |y Bunelodioou

01 000°0Z0°L% ZZ ‘YEls qeT [Eanfdjeuy G|

Ayjioeg qen angeloge||og majy

NOILJO Q3AN3aIWWOI3d

01 % £ s310p 295 uondoy
(sog Aq siqefed) papuswiLoIasy

IS 1g20 sA03A 7 NAYYA
[enuuy abelany  011Ea) 1ad 1500

(s94 Agq siqeied)
S30M JBYI0 2oeds uiuag
10} 1500 |ENULY

5 (16png) Buipiing pasodoid
uipling mapn 341 341 Ul [SULOSIaY NOILdI¥OS3a ALMIOYS
loj1s0Q [ende)

SNOILLJO ANOLVHOEYT 230-WJdYVA M3N




2. Problem Definition

V2 N
VERMONT







Problem Definition

Background and History / Problem Statement

Background and History

For more than 20 years prior to Tropical Storm Irene in
20T, the Vermont Agency of Agriculture, Food & Markets
(VAAFM) and the Agency of Natural Resources -
Department of Environmental Conservation (DEC) operat-
ed laboratory facilities in a shared facility in Waterbury.
While these facilities were co-located in the same building
they were operated as separate installations, maintaining
separate shipping and receiving areas, separate sample
receiving areas and pathways, and separate glassware
cleaning and preparation areas. Structurally, the building
layout was not conducive to resource sharing between the
two laboratories.

In 1995, Vermont conducted an internal review of all of its
laboratories, looking for areas of cost savings and efficien-
cies. Collaboration between the Agriculture and DEC la-
boratories in at least some areas was one of the recom-
mendations of that review.

Again, in 2006 the Association of Public Health Laborato-
ries (APHL) was invited “to objectively assess and review
the operations of the two laboratories to determine areas
of collaboration to improve customer service, to utilize
technological resources more effectively and efficiently
and, as possible to improve cost effectiveness in the two
laboratories”.

The reviewers noted that “in the intervening years, the
administration of DEC and [VAAFM] have encouraged col-
laboration between the two laboratories with little visible
effect”. Among the recommendations of the APHL review
were a number of significant opportunities for collabora-
tion:

e  Employ the DEC LIMS information management sys-
tem for all analytical chemistry activities in both
agencies’ labs.

e  Consolidate the sample receiving and accessioning
functions into a single area for all analytical chemistry
activities in the two laboratories.

e Designate one professional level staff person to be

Agriculture and DEC Laboratory Timeline

Waterbury State Office Complex Lab Facility
State Review of Lab Collaboration O
APHL Study / Report

Outsourcing Proposal for DEC Lab

Tropical Storm Irene

Temporary Lab Facilities

Design and Construct New Lab Facility

Occupancy of New Facility

the quality assurance officer (QAOQ) for all analytical
chemistry testing in both laboratories.

e (Consolidate metals analysis in the two laboratories.

e  Consolidate all “wet chemistry” testing conducted in
the two laboratories.

e (Consolidate all organic analytical services in the two
laboratories.

These recommendations were considered for implementa-
tion at the time, but the physical limitations of the Water-
bury site and the cost of renovation to implement inhibited
their immediate adoption.

In 2009 a proposal was made to the Vermont General
Assembly to close the DEC lab and to outsource all labora-
tory testing. At that time, it was determined that out-
sourcing would not create economic savings and could
significantly increase risks to the State of Vermont.

Finally, as previously mentioned, in 2011 Tropical Storm
Irene caused significant flood damage in Vermont resulting
in significant damage to the facility in Waterbury that
housed the two laboratories. The State of Vermont, utiliz-
ing FEMA disaster relief funds at least in part, has an op-
portunity now to replace these two laboratories and is
seeking to make decisions on the new facility's design, op-
eration and governance that best serve the needs of the
citizens of the State.

Since early 2012, the labs have been operating in tempo-
rary space, most significantly the Hills Building at the Uni-
versity of Vermont. The lease there expires in August,
2015, but is extendable to August, 2017. A permanent re-
placement facility has not yet been identified,.

Problem Statement

The State of Vermont wishes to make a decision based on
cost effectiveness and risk mitigation as to whether to
build a new laboratory facility for VAAFM and DEC, or to
instead outsource all, or a significant portion of the work
done by these laboratories to commercial laboratory firms.

The decision needs to consider not only initial cost, but

2001
2002
2003
2004
2005
2006
2007
2008
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how best to provide the high quality of services that the
citizens of Vermont require as well as to allow for labora-
tory services growth in the foreseeable future. It is desired
that this be accomplished with the use of a “Lean Produc-
tion Management” approach that emphasizes efficiency and
productivity while simultaneously improving quality.

Further, if the decision is to build new laboratory facilities,
the State wishes to thoroughly consider the opportunity
for collaboration in the operation of those facilities in or-
der to maximize the opportunity at minimal cost. Again,
the value generated for the benefit of the citizens of Ver-
mont is paramount.

Thus, there are really three primary options that need to
be analyzed:

1. Outsourcing all or most of the laboratory services
previously performed by these two laboratories to
commercial laboratories.

2. Building a new “co-located” laboratory facility very
similar to the previous facility at Waterbury but with
shared common services (shipping/receiving, sample
receiving, glassware washing, office areas, meeting
rooms, etc.)

3. Building a new “collaborative” laboratory facility that
incorporates all opportunities for combined services
envisioned by the 2006 APHL review as well as addi-
tional opportunities (microbiology, improved work
flow, standardized equipment leasing, improved BSL
capability, etc.)

Over each of these three primary options there is layered
another set of secondary considerations:

1. Should some services not be included in the new facili-
ty for cost effectiveness? Since “wet” lab space is
more expensive than “dry” lab space, does it make
more sense to utilize another location for those ser-
vices so as to optimize the potential for growth of wet
lab facilities in the future? More detailed options for
siting specific lab programs in alternative spaces are
outlined in the Section 4 of this report.

2. How would location impact usability of the facility and
cost of construction? (i.e. if facility is built within a 10
mile radius of Montpelier, would that mean that BSL-3
capability will need to be planned for now or in the
future, as compared to a decision to build adjacent to
the new Department of Health lab? How will the
location near Montpelier positively impact coordina-
tion with State departments?)

3. What is the impact of growth of services over the
foreseeable future to the cost of operation of each
primary option?

Again, above these are considerations for future opportuni-
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ties that must be considered as well:

1. What additional types of laboratory testing may be
desirable for the State of Vermont to have available in
the future? What capabilities or space allocations
should be designed for in this respect?

2. What would the impact be of a regional model, where
the State of Vermont offered some services as special-
ties to other states, etc. within the region in exchange
for receiving other specialty services from its partners,
or economic compensation? Are there any similar
opportunities not currently offered in the private sec-
tor that the State could benefit from?

Defining Issues

Cost of Acquisition is always a key concern with any such
decision. Yet in this case it is probably not the deciding
factor. Based on the preliminary space plans for a new
facility, a traditional focus on the cost of acquisition will
most likely not prove decisive. The difference between the
cost of construction of a new “co-located” laboratory
(Option 2) and a new “collaborative” laboratory (Option 3)
will almost certainly only be an incremental percentage
(i.e. 10%). If the available budget cannot be increased to
accommodate the additional acquisition cost for a co-
located laboratory, however, additional parts of the lab
may need to be excluded from the new facility in order to
fit the project into the budget.

Further, since funding for a portion of the cost of construc-
tion of a new laboratory will probably be from funds asso-
ciated with the replacement of the Waterbury complex (i.e.
FEMA, Insurance, etc.), most of the potential life-cycle cost
benefit to the State for “outsourcing” (Option 1) these
services as compared to building a new laboratory is elimi-
nated. In point of fact, the findings in 2009 of increased
cost for outsourcing would quickly wipe out any perceived
short-term benefits related to acquisition. Also, out-
sourcing will most likely be considered inappropriate for
the State, based not only on potential cost increases, but
increased risk that the core missions of VAAFM and DEC to
protect human and animal health, safeguard environmental
resources, and foster commerce and economic develop-
ment will be compromised.

Cost of Operation is another significant factor. If an effec-
tive governance model can be developed for a new
“collaborative” lab (Option 3), it probably can offer signifi-
cant cost advantages in operation compared to Options 1
or 2. Further, based on an analysis of the data from 2009
on an increased cost to outsource lab services, either Op-
tion 2 or Option 3 would seem to be beneficial choices for
the State.

Providing for Best Use of Resources is the government'’s
obligation to the citizens of Vermont. Here, the ideal solu-




Problem Definition

Defining Issues

tion would be one that can demonstrate that it provides a
highly efficient use of resources and optimizes productivity
while maximizing the quality of services to Vermont. In
other words, the decision that results from this study must
reinforce the perception of the State's citizens that their
resources are being used wisely, now and in the future.

Emergency Response capability is an important criteria for
both VAAFM and DEC. Frequently in the past situations
have arisen (disease outbreak, pollution incidents, pesticide
contamination, etc.) that have required an immediate priori-
ty response. Several examples are detailed in Appendix B
of this document. The decision that results from this study
must adequately address the need of both VAAFM and
DEC to provide additional emergency and priority services
when required.

Location has been stated as preferably within a 10 mile
radius of Montpelier. This appears reasonable considering
the large amount of interaction with various State
agencies/departments; particularly with respect to interac-
tion with the DEC. However, it does create some potential
cost impacts.

Currently, the only required bio-containment safety level
(BSL) for lab services is for some areas of Microbiology lab
services to be housed in BSL-2 lab spaces. This is not bur-
densome with respect to cost of construction or operation.

However, when looking towards growth in lab services in
the foreseeable future, it is reasonable to assume that a

higher level of biocontainment may be required at some

point. This would most probably be best described as a

BSL-3 lab area.

If the new lab is to be built within a 10 mile radius of
Montpelier, this issue means that quite possibly space
needs to be allocated for the future installation of a BSL-3
lab area, though not installed at this time.

As an alternative, if the new lab facility was constructed
near the new Department of Health (DoH) and University
of Vermont (UVM) lab in Colchester, the BSL-3 facilities
there could potentially be utilized when BSL-3 contain-
ment is needed. However, as an offset to this cost is the
potential cost increase associated with site acquisition and
construction cost in Colchester, as well as the issue of
functional communication with State agencies and depart-
ments located in the Montpelier area.

At a minimum, some agreement as to the use of BSL-3
facilities at DoH needs to be discussed. Such an agreement
could preclude BSL-3 facilities needing to be included in
the design of the new lab.

Regional Model - a consideration for future growth, prob-
ably will not weigh heavily in favor of any particular model
as regards construction of facilities. Both Options 2 and 3

would be able to benefit from future opportunities for
trading of expertise with other regional partners. It would
have little if any bearing on Option 1, Outsourcing. Growth
allowances that reasonably should be built in to either
Option 2 or 3 would accommodate a regional model. Fur-
ther, regional solutions would not significantly reduce the
size of the lab to be constructed due to other factors al-
ready mentioned. While negotiations regarding regional
solutions need to move forward, the timing of such discus-
sions will of necessity be after the decision needs to be
made as to facility budgeting and planning. Any benefits of
those discussions will most likely impact the useful life of
the facility from a growth of services perspective in future
years.

Governance will most likely be the defining factor between
a new “Co-located” laboratory (Option 2) and a new
“Collaborative” laboratory (Option 3).

A new “Co-located” facility would be relatively easy for
VAAFM and DEC to manage once it is occupied. With very
few changes, it would be “business as usual” for what they
have been doing since the mid-1990's. Minor changes as
regards shipping/receiving, sample receiving and glassware
cleaning would be needed but those ancillary services
would be easily manageable. Co-located office areas, ho-
teling stations and meeting rooms again pose little in the
way of feasibility issues.

However, a new “Collaborative” facility would require sig-
nificant restructuring of lab governance. Yet at the same
time, if the governance can be resolved, it is by far the best
solution and presents the greatest opportunities for cost-
effectiveness and growth in the future. However, a further
concern is that these issues must be addressed prior to
making the commitment to build the facility. If there is not
the commitment from all parties to work collaboratively in
the new facility it will most likely be considered inadequate
for operation utilizing the old co-located model for opera-
tions.

Some specific governance issues:

1. Funding — VAAFM'’s lab receives a significant amount
of its funding from General Funds, Special and Federal
Funds; while DEC’s lab is funded by a per capita as-
sessment of each division within the department and
some General Funds. These differences need to be
reconciled in some manner in order to establish a fu-
ture funding mechanism for a collaborative lab going
forward. This issue should be relatively simple to
resolve, however. One very effective approach that
has been used by other state and municipal jurisdic-
tions would be for it to utilize a “Cost Allocation for
Services” model. In point of fact the DEC has devel-
oped and used such a model in previous years. Essen-
tially the lab would be operated as a business and a
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cost schedule would be developed for all labor hours
and standard test procedures. A billable rate would
be assigned to all staff categories based on wages,
benefits, facility cost, management overhead, materi-
als, etc. If staff time was requested by a client agency
this billable rate would be used to provide a bill to
that agency or department for the service requested.
Similarly, a rate schedule could be developed for all
standard tests performed by the lab that would in-
clude all costs and overhead associated with perform-
ing that test. Thus, each agency or department would
be billed appropriately based on their utilization of lab
services. At the end of the budget year cycle a recon-
ciliation process could also be implemented that
would adjust for overcharges or undercharges to the
respective clients based on the actual cost to operate
the lab. The actual usage data based on hours and
tests would allow a fair and rational distribution of
any net or loss. Further, a process could be imple-
mented through the rate schedule to build reserves
for future capital expenditures that the lab might
need.

Workforce administration — If a collaborative lab is to
function, it really needs to have all employees budget-
ed in a manner that they can be tasked on the work
based on priority of the work and availability of staff,
not based on which department an employee works
for. Probably this means a model where all employ-
ees are seen as being part of one organization and pay
group. This could be arranged by having all employ-
ees assigned to one or the other agency, or setting up
a joint lab management organization with common job
descriptions. A joint lab management organization
would have to be very lean if it were to prove cost
effective as an administrative model. Also it might
require additional authority from the Legislature to
function as compared to a simple transfer of staff
from one agency to the other, and the set-up of a lab
administration model within that agency that consid-
ers the needs of all client agencies and departments.

Lab Administration - Lab management, quality assur-
ance and general facility services will need to be orga-
nized as one entity. Again, this needs to be worked
out in advance. Also it goes hand in hand with the
funding model. Some type of organization with a Lab
Director who reports to a joint commission composed
of client departments from both agencies may well be
a workable solution. This can be envisioned as very
much akin to standard procedures by many govern-
ment entities related to vendor management. Essen-
tially the lab is considered to be a separate cost/
revenue center that manages the relationship with the
clients and the quality of services delivered.

Office of the State Chemist as opposed to a collabora-
tive lab operated within VAAFM or ANR. Primarily for
political reasons it appears that re-structuring all
State of Vermont lab services in a new state agency
such as an Office of the State Chemist is not feasible
at this time, even though it may offer long-term bene-
fit. Such an effort would probably take significant
energy away from the workable solution of a collabo-
ration between VAAFM and ANR. In addition, it would
most likely not be agreed to in a timely manner by all
relevant parties. The DoH will be completing their
new lab in Colchester in late 2074. It does not appear
that a viable case could be made to DoH, near term,
for a new combined governance model under a State
Chemist. If it could be made, it most probably cannot
be accomplished in a timely manner in order to allow
VAAFM and ANR to go forward with funding a new
laboratory in early 2014. There are similar issues with
the State Forensics Laboratory. Primarily due to their
“chain of custody” issues they would not be truly re-
ceptive to a new governance model, and again not in a
timely manner.

Management of SOPs / Quality Assurance - Again,
some form of vendor management model may well be
a viable solution for this.

Laboratory Information Management System (LIMS) —
VAAFM will need to embrace the use of the LIMS for
their information management going forward. DEC
has repeatedly made the case of why information con-
sistency is important to them. LIMS as the new inter-
agency standard will have to be addressed. If the deci-
sion is made to proceed with the collaborative model,
a consultant with expertise in LIMS should be retained
to advise on whether to expand or replace the existing
LIMS system, and whether to own the system or con-
tract for it as a service.

Interaction with Departments and Agencies — The cur-
rent labs, particularly the DEC lab, have a very com-
plex relationship with client departments and outside
customers. The VAAFM lab has a very strong regula-
tory role with industry in the State, as well as signifi-
cant outside clients. While a number of these “silos”
need to be opened up to some extent, ultimately a
process must be developed to react to all of these
customer demands in a timely and appropriate man-
ner. Prioritization of work must occur in such a man-
ner that it fairly considers the needs of both VAAFM
and DEC. Potentially this means establishing a new
combined matrix for time to complete tests, based
upon test being run, rather than agency or client
source. Of course, priority treatment will also need to
be defined for special situations (disease outbreaks,
etc.) and consistently applied as well.
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Laboratory Business Model

Summary

Summary

The cost model developed below considers three Primary

Options (Outsourced, Co-located and Collaborative). Fol-

lowing a detailed analysis of the process, a careful analysis
of the costs, liabilities and benefits of Outsourcing is con-

sidered first.

Parallel to that, the model develops budget estimates for
the existing programs at VAAFM and DEC that consider
also the impact of service disruptions as a result of Tropi-
cal Storm Irene in 2011. One result of that storm has been
that the availability of lab services has been severely
stretched due to lack of quality facilities.

Following this parallel process, the opportunities, risks and
benefits of the other two primary options (Co-located and
Collaborative) are analyzed in detail.

Relevant adjustments for secondary considerations, consid-
eration of future opportunities, and a risk/sensitivity review
follow.

The business model concludes with a review of issues re-
lated to creation of a governance model for the Collabora-
tive Lab.

In brief, the conclusions are:

e  Of the three Primary Options (Outsourced, Co-located
and Collaborative) only the latter two appear to meet
all of the needs identified by the State of Vermont.

e  Specifically, the Outsourced model does not appear to
be more cost effective than the other two options, nor
does it appropriately address all issues related to
quality and response time.

e  Further, the Outsourced model does not appear to
handle well the need for research and analysis with
respect to new services or growth in services. This
appears also to be an issue in emergency response
when needed.

e The Co-located model (Option 2) does adequately
address all of the above issues and would be a respon-
sible solution for the State of Vermont. It would be
the easiest to implement of the three options because
it would essentially mean “business as usual”, in a new
facility modeled after the one in Waterbury that was
damaged during Tropical Storm Irene and subsequent-
ly demolished. However, programmatically it would
suffer from the same functional weakness of redun-
dant services between VAAFM and DEC. In addition it
would only marginally implement the recommenda-
tions of the 2006 study by APHL for improved opera-
tions.

e The Collaborative model is the best choice overall for
improved functionality, growth, efficient cost of con-
struction, and reduced operational cost. A significant
benefit of such a solution is the ability to implement
proven production workflow enhancements common-
ly referred to as “Lean Production Management”.

In conclusion, the Collaborative Lab model (Option 3) is
the preferred solution. Its benefits are:

1. Reduced cost of construction by approximately
$1,700,000.

2. Reduced cost of operation, including:

e Reduced staffing costs by approximately
$250,000 per year as compared to Co-located
model.

e  Reduced “fee for space” for facility charges by
BGS of about $30,000 per year.

3. Best use of space for current needs and future
growth.

4. Best operational management of work flow and de-
mand to manage growth and peak/emergency situa-
tions.

5. Opportunity to implement “Lean Production Manage-
ment” techniques.

6. Opportunity to implement all recommendations of the
2006 APHL study.

7. Alignment with strategic initiatives of the State of
Vermont for the delivery of services.

8. Enhanced perception of “best use of resources” on the
part of VAAFM and DEC from the viewpoint of the
citizens of Vermont.

9. No significant increase in operational budgets to
VAAFM and DEC as the new facility goes into opera-
tion.

Cost Model for Three Primary Options

As a first step in developing a cost model for VAAFM-DEC
lab functions it is necessary to determine what the com-
bined operating costs for laboratory services should be if
growth in services had continued along a normal path, and
had not been interrupted by Tropical Storm Irene. Com-
paring this estimate to the actual budgets then allows an
estimate to be made of un-met service needs within the
State of Vermont as a result of the loss of facilities. Fur-
ther, this estimate also allows us to project a reasonable
path for growth of services in the future.

Parallel to this process is the need to develop an estimate
of what these services would reasonably cost if outsourced
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to commercial laboratories. While the recent studies per-
formed by the State during 2009 did not find a service
provider with the full range of capabilities at the ANR DEC
Lab, sufficient cost information appears to have been re-
ceived to make an estimate of what those costs would be if
services were available for all tests. Please note also, that
risks associated with quality assurance, data management
and emergency services would enter into the decision to
outsource as well as cost.

Related to both of these steps is consideration of the de-
sign and construction costs for a new lab facility. While
the cost of acquisition will be important to the State over-
all, they appear to not be directly relevant to the Cost
Model for VAAFM and ANR. This is due to the State’s use
of a “Fee For Space” (FFS) model for facility cost alloca-
tion. This FFS model is essentially a full lease of space to
the Agencies by the State's Building & General Services
Department. This approach essentially allows the State to
depreciate a facility’s design and construction cost over a
50 year period, while paying off the bond cost in a 20 year
period. The aggregated cost of this approach, as well as
facilities maintenance and utilities cost is then converted
into a cost/square foot “lease” rate that is then included in
agency and departmental budgets. Both VAAFM and ANR
have such FFS rates already included in their operating
budgets. Thus the decision for a new lab facility is based
primarily on program needs and efficiencies, not on the
cost of acquisition.

From the results of the two above processes it then be-
comes possible to develop an initial operational cost model
of the three primary options discussed earlier:

e  Qutsourcing all or most of the laboratory services
previously performed by these two laboratories to
commercial laboratories.

e  Building a new “Co-located” laboratory facility very
similar to the previous facility but with shared com-
mon services (shipping/receiving, sample receiving,
glassware washing, office areas, meeting rooms, etc.)

e  Building a new “Collaborative” laboratory facility that
incorporates all opportunities for combined services
envisioned by the 2006 APHL review as well as addi-
tional opportunities (microbiology, improved work
flow, standardized equipment leasing, BSL-3 capability,
etc.)

With respect to un-met service needs, some clarification is
needed. This is an estimate of the difference in services
that would reasonably have been provided in the interven-
ing years by the laboratory if Tropical Storm Irene had not
occurred. It is not an estimate of the potential growth in
services from new or innovative efforts. It is simply an
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estimate of un-met demand for the types of services pro-
vided prior to the storm.

The impact of these un-met service needs is different on
each of the three primary options:

e In the Outsourced Model the cost for these needs is
included in the total cost estimate, since costs are
based on Pre-Irene estimates of the numbers of lab
tests.

e In the Co-located Model, the impact of these needs
would be in addition to the current actual expense
estimates, since additional staff would be required to
meet this requirement.

e In the Collaborative Model, the impact of these needs
would be absorbed within the greater efficiency of
operations due to a lean business process. No, or mini-
mal, additional expense is anticipated. Adequate staff
and equipment is already included in the estimate.

QOutsourced Model

With respect to the DEC Lab, productivity reports were
provided for Fiscal Years 2009, 2010, 2011, 2012 and 2013.
Data from FY 2010 and 2011 was considered most relevant
in considering the “normal path” of budget growth due to
increased services. 2009 appears to have been an excep-
tional year, either due to one or more major studies that
were going on in the region at that time, or based on budg-
et reductions in following years. Utilizing the data from
2010-20T1, it appeared reasonable to estimate what lab
costs were for at least the primary lab testing services that
were handled at the Waterbury facility.

Thus, careful consideration was given to the revenue from
testing during those two years. Further, utilizing the data
from the reports for FY 2011, 2012 and 2013 allowed an
approximate model to be developed not only of budgets
for the DEC Lab in these years but also for “un-met service
needs” during these periods.

As previously mentioned, parallel to this is the process of
developing a cost estimate for what these same services
would cost if outsourced to a private commercial laborato-
ry. Again, two documents provided allowed for a relatively
accurate determination of what the actual costs for tests
might be.

In 2008 and 2009, as a response to the RFP, several firms
provided cost information on commercial lab testing.
Some firms provided multiple pricing scenarios as well. No
firm was apparently able to provide 100% of the testing
needs of DEC at that time. In reviewing these results, a
careful analysis was performed considering all matching
results. Then an average price was determined, as well as
a high Llimit price and a low limit price. For the purpose of




Laboratory Business Model
Cost Model for Three Primary Options

this analysis in the operating cost model, the average com-
mercial laboratory price was considered most relevant,
instead of the lowest price. This is due to several condi-
tions:

e Over time, unless a client is willing to continuously re-
bid contracts and change vendors as required, it is
usually not feasible to continuously achieve the low-
est price available for any particular service. Hence,
when considering cost and price for multi-year peri-
ods, average price is a better indicator of achievable
results.

e When any service is contracted for, it is always neces-
sary to consider how best to balance the need for cost
savings, with quality and time constraints. The State
Labs have consistently acknowledged the need for
quality as well as timeliness. Thus it is reasonable to
assume that some compromise on price for the ser-
vices will be inevitable.

e In addition, since no one vendor can provide all testing
needs, it seems realistic that some testing will have to
be sourced at a higher cost than the pricing available
through quantity discounts and bulk pricing.

Based on this approach it was found that in 2008, the DEC
Lab's pricing model for lab tests was actually 10% lower
than the average commercially available price for similar
services. In fact, when a comparison was made with the
overall budget for that year for the DEC Lab, its total cost
for these tests was actually 20% lower than the average
commercial price. (In 2008 it appeared that a revision to
the pricing model used by DEC could have done a better
job of indicating the actual productivity of the lab then it
was actually showing. In point of fact this appears to have
been adjusted in future years, perhaps even more than was
realistic). Two tables on this page and the following page
highlight these results.

From the DEC Lab analysis in 2008 and 2009 it can be
seen that testing overall at a commercial laboratory would
appear to cost more than comparable testing performed by
the DEC Laboratory.

However, there are additional costs as well, if an outside
lab were to perform all of these tests. In a memo review-
ing the RFP responses from the commercial laboratory
firms entitled, “Comments on the Proposals submitted to
replace VTDEC Laboratory services Water Quality Division
perspective - May 28, 2009”", a member of DEC's Water-
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DEC Price vs

Average Average Vendor Average |DEC Price vs
2008 # of 2008 DEC | DEC Price Vendor Vendor Price Vendor |Low Vendor

Description Samples | Price/Test Quote Price Quote Variance Price Price
Air Toxics Metals 100 | § 176 | & 17,600 22%| & 21,500 21%| & 215.00 3%
Alkalinity 576 | 8 0% 11,520 31%|$ 7,920 2%($  13.75 63%
Alkalinity - Gran 164 | § 32 |% 5248 38%| § 3,280 0%l s 20,00 38%
BOD - Total Uninhibited-5 day 3|8 62 (¢ 186 63%| $ 70 g% s 23.25 71%
Chemical Oxygen Demand 133 | 5 145 1,862 -39%| 5 2,584 54%)| § 19.43 0%
Chloride Colorimetric - Water 1,543 | 5 10 |S 15430 -3%| 5 15,871 46%| § 10.29 25%
Chlorophyll-a - Fluorometric 1,858 | 5 245 44,592 -67%| 5 74,320 88%|5  40.00 17%
Coliform, E. cali, Colilert - MPN 1,592 | & 16| & 25472 49%| & 37,867 29%| s 23.79 25%
Coliform, E. coli, Colilert - Presence/Absence 305 16 | 5 48 -25%| 5 60 10%| 5 20.00 -13%
Coliform, Total, Colilert - MPN 228 16| 8 352 13%| § 396 0% $  18.00 -13%
Coliform, Total, Colilert - presence/absence 38 16| 8 43 -13%)| 8 54 0%%  18.00 -13%
Color, Diss. - Spect. 124 | 8 108 1,240 0% $ 1,240 0%l s 10.00 0%
Conductivity 393 | ¢ 0% 3,930 18%| $ 3,218 a7%| ¢ 8.19 55%
Dissolved Oxygen 509 | 8 12 |5 6,108 2% % 5,981 28%| s 11.75 17%
Gasoline Oxygenates and Aromatics a3 | 5 505 2,400 -50%| 5 3,600 0% & 75.00 -50%
IC Anions a9 | 8 8|8 12,572 7% 8 13,442 20%|§  29.94 63%
Ignitability - Flash Point 85 4|5 272 -25%| 5 340 6%| 42.50 -18%
Mercury - Solid 234 | 8 96 | § 22,464 58%| § 9,343 100%| $  39.93 90%
Mercury - Water 63 |8 4% 1,512 A7%| 8 1,768 5% $  28.06 58%
Mercury-Dissolved 715 2408 168 -57%)| 8 264 19%| & 37.67 -25%
Metals, Target Analyte List a1 | 8 176 | $ 77,616 3% 8 75,323 84%| $  170.80 77%
Metals, Target Analyte List-Dissolved 166 | 5 176 | § 29,216 2%| 5 28,685 82%| S5 172.80 77%
Method 8015 - Solid 3ls 110 | S 330 32%| § 225 0%| S 75.00 32%
Method 8015 - Water 16| 8 65 % 1,040 A5%| 8 1,200 0%l s 75.00 -15%
WMethod 8015-Gasoline Range Organics 105 80 |5 200 21%| 5 633 18%| 5 63.33 44%
Method 8021 - Water 406 | 8 80 | & 32,480 11%| & 28,826 13%§  7L00 19%
Method 8082 - Water 1(8 300 | § 300 49%| 153 7% § 153.33 58%
Method 8260 - Solid 1(8 200 | § 200 41%| 8 119 55%| §  119.00 65%
Method 8260 - Water 1023 | ¢ 140 | § 14,420 %8 14,163 5% § 13750 14%
Nitrate + Nitrite - Water 1,021 | § 205 20,420 -10%| & 22,462 36%| $ 22,00 25%
Nitrogen, Ammonia 815 2008 1,620 8% 5 1,485 6% 5 18.33 25%
Nitrogen, Filtered - Persulfate 6|5 2005 120 -10%| 5 132 0% & 22,00 -10%
Nitrogen, Total - Persulfate 3,665 | 5 2005 73,300 -42%( 5 104,086 76%| 5 28.40 13%
Nitrogen, Total Kjeldahl 78 |8 328 2,49 4% 8 2,145 7§ 2750 30%
pH 218 | & 6% 1,308 22%| § 1,504 37%| § 7.31 25%
Phosphorus - Digested 5,636 | § 16| $ 90,176 4% 94,202 50%| 1671 38%
Phosphorus - Filtered/Digested 1,394 | § 16 |5 22,304 -28%| 8 28,477 96%| §  20.43 38%
silica (Si02) - Filtered 264 | ¢ 0% 2,640 -30%| $ 3,432 54%| ¢ 13.00 0%
Solids, Percent 420 | § 1018 4,200 -39%| § 5,830 79%| § 13.93 0%
Solids, Total Suspended 1,092 | § 205 21,840 29%| § 15,470 76%| 5 14.17 50%
solids, Total Volatile 324 | 8 0% 6,480 %8 6,565 8%l s 2026 25%
Strontium - Water 318 168 496 25%| § 620 50%| $  20.00 38%
Target Analyte List Metals 118 176 | $ 1,936 6% 2,057 2% ¢ 187.00 5%
TO11- Aldehydes in Air 352 | & 100 | § 35,200 40%| $ 49,280 0%|$  140.00 -40%
TO15-5IM 967 | § 400 | § 386,800 0%| $ 386,800 0%|$  400.00 0%
Turbidity 2,186 | § 10]% 21,860 -16%| $ 25,295 3% s 1157 20%
Uranium in Water 3|8 16|85 496 -213%| S 1,530 0%| S 30,00 -213%

Grand Total 26,756 ) 62.66 | $1,023,118 -10% 41,103,946 371% 5 59.04 17.47%

Comparison to 2008 DEC Budget $920,970 -20% -2.40%
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shed

Management Division details some of the additional

costs. A table from that document is included below:

ty assurance will become even more critical than it is
currently. Also, analysis of lab results will still be
needed at a local level even if testing is outsourced.

Cost . . )
In addition, overall management of the services, fulfill-
Sample handling S6,400 . gem
— ment, test scheduling for quick turn-around and any
Shipping costs $9,600 ! -
ncreased oversahUData Teview <6400 number of other items will still need to be managed.
—3 g ! It is estimated this will take approximately 3 FTEs to
Data uploa $3,200 accomplish.
Contract management $9600 2. LIMS management and IT support will probably still
Split samples analysis $36,000 require 0.5 FTE in an outsourced environment.
Proficiency samples $3,600 3. Benefits, taxes and overhead for these employees and
Total Additional costs $74,800 services must be considered as well.
Further, additional costs would need to be reasonably in- Faul!ty Space for this busmes§ un|t.v.w.ll require ap-
. proximately 1200 SF, along with utilities and other
cluded as well: .
services
1. Lab Services Management/QA/Analysis (3 FTEs) — The 5. General Furniture, Fixtures and Equipment (FF&E) to
need for management of lab services will not entirely include workstations and general IT support will be
go away if lab testing is outsourced. In addition, quali- required as well.
$1,400,000
$1,200,000
$1,000,000 M/ mmm Un-Met DEC Lab Needs for State
of Vermont
$800,000 /\/_ Cost for Similar Services if
Outsourced
$600,000 —— DEC Budget (& Projected)
3400,000 = DEC Actual Expenditures
s : .
FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
DEC Lab FY2010  FY2011  FY2012  FY2013  FY 2014  FY 2015
Budget Estimate (Mo Storm Irene) $986.744 $1.078,385 $1.241,041 $1.184.416 §1.170,213 $1.197.11M1
Lab Test Estimate (Mo Storm Irene) $ 577,480 % 593,984 § 610,960 $ 628,421 § 646,380 § 664,853
Lab Test Actuals 5 A77480 3§ 593,984 § 284,664 5 344270 5 361484 § 379,558
Un-Met DEC Lab Needs for State of Vermont 3 - 5 - 3 326,296 3 284151 5 284,897 3 285,296
DEC Budget (& Projected) 5986,744 51,078,385 5914, 745 5900,265 5885,316 5911 875
DEC Actual Expenditures 708,114 $911,826 5794416 5702,994 5724084 5745,806
Lab Tests Only 5 623102 % 640,910 5 659,226 5 678,067 % 637,445 § 717,378
Additional Field Handling/Mailing Etc. 3 74,800 % 77,044 5 79355 % 81,736 % 84,188 § 86,714
Lab Services Management/QA/Analysis (3 FTEs) 3 156,000 5 160,680 3 165,500 5 170,465 § 175,579 5 180,847
LIMS Mgmt & IT Support (.5 FTE) 5 26,000 % 26,780 % 27583 % 268411 % 29263 3§ 30,141
Benefits, Taxes, Overhead, etc (40%) ] 72,800 5 74,984 5 77,234 % 79.551 § 81,937 § 84,395
Facility Services (1200 SF) 3 24,000 3 24720 % 20462 % 26,225 % 27012 3 27,823
FFE /Year including general IT 5 16,000 § 16,480 § 16,974 § 17,484 % 18,008 § 18,548
Cost for Similar Senvices if Outsourced F 992702 § 1021598 § 1051335 § 1081939 5 1113433 § 1,145 848

DEC Lab Budget, Expenditures, Projection
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$1,200,000

m Un-Met AG Lab Needs for

$200,000

$1,000,000 /\
$800,000 /’,_,_,——;——"—_
$600,000
$400,000

ni h

FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

State of Vermont

Cost for Similar Services if
Outsourced

- AG Budget (& Projected)

= AG Actual Expenditures

VAAFM Lab FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

Budget Estimate (No Storm Irene) 5 940,882 5 1028263 § 1.059111 5 1.090.885 § 1.123611 § 1,157,319
Budget Actuals 5 645540 5 736,724 % 754276 &  TIT44T § 800,770 % 824,793
Un-Met AG Lab Needs for State of Vermont 3 - 5 - b 186,882 § 232462 § 279443 % 287827
AG Budget (& Projected) 5 940,882 5 1,028.263 5 872,229 § 858422 § 844,168 5 869.493
AG Actual Expenditures $ 645,540 % 736,724 % 754276 §  TIT.44T7 § 800,770 % 824,793
Lab Tests Only 5 594 141 § 611,121 % 628,587 $ 646,551 § 665,029 5 684,035
Additional Field Handling/Mailing Etc. 5 74800 % 77.044 5 79,355 % 81736 § 84188 § 86,714
Lab Senvices Management/QA/Analysis (2 FTEs) 5 104,000 § 107,120 % 110,334 5 113644 5 117,053 § 120,565
LIMS Mgmt & IT Support (5 FTE) 5 26,000 % 26,780 % 27583 % 28411 % 29263 5 30141
Benefits, Taxes, Overhead, etc (40%) $ 52,000 % 53,560 % 55,167 % 56,822 § 58,526 % 60,282
Facility Services (900 SF) 5 18,000 % 18,540 % 19,096 % 19,669 % 20,269 % 20,867
FFE MYear including general IT 3 12,000 % 12,360 5 12,731 5 13113 5 13,606 5 13,911
Cost for Similar Senvices if Outsourced 5 880941 % 906,525 % 932853 5 959945 5 987,825 3 1,016,515

VAAFM Lab Budget, Expenditures, Projection

When all of these items are considered, a more complete
comprehension of the total cost of outsourcing lab tests
emerges. The table on the previous page summarizes
these costs and compares them to what services would be
for similar periods if performed by the DEC Lab. FY 2010
through 2015 are shown based on a combination of actual
data and estimates.

Utilizing a similar process, and the comparison between the
VAAFM Lab budget and the DEC Lab budget to estimate
data for escalation, a comparable table and chart can be
produced for the VAAFM Lab. Table and chart are above.

As previously mentioned, the “un-met lab needs” in this
series of tables and charts vary in their impact on each one
of the three primary options. (They are included in the
Outsourced Model and for a Collaborative Model, but
would be additive to the costs shown for the Co-located
Model).

As a third step, the budgets for these two labs can now be
combined to produce an estimate of what the overall
budget would look like for a new Co-located lab (Option
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2). While this budget is at this point only a very rough
order of magnitude, it does provide a starting point for
developing an operating cost model of what the costs and
benefits would be of a new laboratory facility to replace
the one lost at Waterbury. In addition, as discussed else-
where, the potential for a “Collaborative Lab” (Option 3)
could easily reduce these operating costs for the same
level of services by another 10% or more.

Further, the significant cost difference between the perfor-
mance of these services in house by VAAFM and DEC ver-

sus the outsourced model provides an excellent opportuni-
ty to fund such a laboratory and pay for it out of the oper-
ational savings so generated. The combined budget model
for a Co-located facility is located on the next page.

In conclusion, an Outsourced laboratory service model is
not cost-effective for laboratory services even when con-
sidering the cost of construction of a new laboratory facili-
ty. In addition, there are significant risk and quality assur-
ance issues that would seem detrimental to the mission
and goals of the State of Vermont.
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$2,500,000

$2,000,000 - /\

mm Un-Met DEC-AG Lab Needs for

$1,000,000

$1,500,000 - /\\/—‘ Cost for Similar Services if

o I I I I
S i i i i i

FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

State of Vermont

Qutsourced

= Budget (& Projected)

— Actual Expenditures

DEC - VAAFM Lab FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

Budget Estimate (No Storm Irene) 51,927,626 52,106,648 52,300,152 §2,275,300 §2,293.824 52,354,491
Budget (& Projected) § 1927626 % 2106648 § 1786974 § 1758687 51729484 5 1781368
Actual Expenditures § 1353655 § 1,648,550 § 1,548,692 § 1480441 51524854 § 1,570,600
Un-Met DEC-WAAFM Lab Needs for State of Vermont  § - % 3 513178 § 516613 § 564340 % a73.122

Lab Tests Only 1.217.243

1,252,031 1,287,813 1324618 § 1.362.475 1.401.413

Additional Field Handling/Mailing Etc. 149,600

154,088 158,711 163,472 168,376 173,427

Lab Services Management/QA/Analysis (5 FTEs) 260,000

267,800 275,834 264,109 292,632 301.411

LIMS Mgmt & IT Support (1 FTE) 52,000

53,560 55,167 56,822 58.526 60,282

Facility Services (2100 SF) 42,000

43,260 44 558 45,895 47,271 48,690

FFE /Year including general IT 28.000

28,840 29,705 30,596 31.514 32,460

3 5
3 5
3 B
;) 5
Benefits, Taxes, Overhead, etc (40%) 5 124,800 §
3 3
;) 5
3 5

Cost for Similar Services if Outsourced 1,873,643

] ] 5
3 3 5 5
) ) ) )
5 5 5 5
128,544 § 132400 § 136,372 5 140463 § 144 677
) ) ) )
5 5 5 5
) ) B B

1,928.123 1,984 188 2,041,884 % 2,101,259 2,162,361

DEC - VAAFM Lab Budget, Expenditures, Projection

Further, it does not appear to provide the robustness re-
quired for emergency service issues that often develop
rapidly and require innovative and strategic efforts in order
to meet the needs of the State. (see Appendix A for nu-
merous examples).

Co-Located Model

As mentioned above, a Co-located model would be a cost-
effective solution long term for the State of Vermont as
compared to an Outsourced model. It would also signifi-
cantly mitigate risk related to quality and timeliness with
respect to laboratory testing.

Initial planning for such a facility envisions space utilization
as being very similar to that at the old laboratory facility at
Waterbury. VAAFM would have its own lab spaces and
DEC would have theirs. Both would share common ser-
vices (shipping/receiving, sample receiving, glassware wash-
ing, office areas, meeting rooms, etc.) as much as feasible.
Staffing would also be similar to that at Waterbury.

Initial estimates of Net Assignable Square Footage (NASF)
are 23,450 square feet. NASF is the measure that Build-
ings & General Services (BGS) uses in the determination of
Fee For Space (FFS) for facility charges to department
budgets. For 2014, the FFS rate is $13.46 per square foot.

Gross Square Footage (GSF) is estimated at 39,083 square
feet. GSF is used to estimate cost of construction. Cur-
rent rough estimates of construction cost are based on a
laboratory construction cost of $450/square foot.

Thus, the annual cost for space (FFS) and the construction
cost for a new Co-Located Laboratory Facility are estimat-
ed at:

Co-Located Maodel Ft* $/Ft®  |Total Cost
FFS (NASF) - Annual 23,450 | § 13.46 | % 315,637
Construction Cost (GSF) 39,083 |$ 450 [$ 17,587,330

The largest single item in the annual operating budget for
such a facility would be Personal Services, the cost for the
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STAFF (FTEs) INCLUDED IN LABORATORY BUDGET Before T::::al Storm F.Y. 2013 Co-located Model
LS/LM | Admin | Temp | LS/LM | Admin | Temp | LS/LM | Admin | Temp
STAFF INCLUDED IN LABORATORY BUDGET
VAAFM LAB
Lab Supervision 1.0 1.0 1.0
QA/QC, Safety, Waste Mgt. 1.0
Chemists 3.0 3.0 3.0 0.5
Microbiologists 3.0 3.0 3.0 0.5
AAFM LAB STAFF SUBTOTAL 7.0 0.0 0.0 7.0 0.0 0.0 8.0 1.0 0.0
DECLAB
Lab Supervision 1.0 1.0 0.5 1.0 1.0 1.0
QA/QC, Safety, Waste Mgt. 1.0 0.5 1.0
Metals Analysis 1.0 0.5 1.0
Inorganic Chemistry and Microbiology 2.0 2.0 2.0 2.0 2.0 2.0
Organic Chemistry 1.0 1.5 15
DEC LAB STAFF SUBTOTAL 6.0 1.0 2.0 5.0 1.0 2.0 6.5 1.0 2.0
COMBINED LABORATORY BUDGET STAFF SUBTOTAL 13.0 1.0 2.0 12.0 1.0 2.0 14.5 2.0 2.0|
Permanent 14.0 13.0 16.5
Permanent + Temporary 16.0 15.0 18.5
STAFFING COST FY2011 FY2012 FY2014
VAAEM LAB g 605,409 | 609,126 | 806,657
DEC LAB g 532,132 | & 399,963 | § 489,204
TOTAL LAB STAFF COST g 1,137,541 | 5 1,009,089 | 1,295,861

Staffing Cost - Co-located Model

staff. Currently DEC spends 63% of its average expenses
on Personal Services, and VAAFM spends 76%.

Staffing at the Waterbury facility, current staffing (in tem-
porary quarters), in a new co-located model, and the esti-
mated associated costs are outlined in the table at the top
of this page.

Thus, it is estimated that Personal Services cost for a new
Co-located Laboratory would be approximately $158,000
higher than the staffing cost for the Waterbury facility.
Part of this cost is the impact of un-met needs previously
discussed as well as inflation.

It should also be noted that combined Personal Services
actual cost for VAAFM and DEC Labs in 2013 was
$1,009,089. The current estimate for a Co-located Labora-
tory would therefore require an increase above current
budget levels for Personal Services of approximately 28%.
This includes a cost of living increase of 3%.

Collaborative Model

As mentioned above, a Collaborative model would be an
even more cost-effective solution long term for the State
of Vermont as compared to an Outsourced model. It
would also significantly mitigate risk related to quality and
timeliness with respect to laboratory testing.

Another significant benefit of such a solution is the ability
to implement proven production workflow enhancements
commonly referred to as “Lean Production Management”.
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These techniques have been successfully implemented in
many industry sectors from healthcare service delivery to
automobile manufacturing. Today, most major pharmaceu-
tical laboratories and many commercial test laboratories
routinely use these techniques to reduce cost of opera-
tions as well as to significantly improve quality. Further
these techniques dramatically reduce production errors
and improve safety. One well known source that discusses
the foundations for this approach is “The Toyota Way: 14
Management Principles from the World's Greatest Manu-
facturer”, by Jeffrey Liker.

Initial planning for such a facility envisions space utilization
as being significantly improved as compared to that at the
old laboratory facility at Waterbury. VAAFM and DEC
would combine all similar lab operations based on type of
lab tests instead of based on departmental or agency func-
tion. Both would share common services (shipping/
receiving, sample receiving, glassware washing, office areas,
meeting rooms, etc.) as much as feasible. Staffing would
be greatly reduced in this model and would be similar to
the changes made by necessity during the critical period
after Tropical Storm Irene.

Initial estimates of Net Assignable Square Footage (NASF)
are 21,225 square feet. NASF is the measure that Buildings
& General Services (BGS) uses in the determination of Fee
For Space (FFS) for facility charges to department budgets.
For 2014, the FFS rate is $13.46 per square foot.
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Gross Square Footage (GSF) is estimated at 35,375 square
feet. GSF is used to estimate cost of construction. Cur-
rent rough estimates of construction cost are based on a
laboratory construction cost of $450/square foot.

Thus, the annual cost for space (FFS) and the construction
cost for a new Collaborative Laboratory Facility are esti-
mated at:

Collaborative Model Ft* $/Ft®  |Total Cost
FFS (NASF) - Annual 21,225 | 13.46 | % 285,689
Construction Cost (GSF) 35,375 |$ 450 [$ 15,918,750

The largest single item in the annual operating budget for
such a facility would be Personal Services, the cost for the
staff.

The Personal Services costs associated with a new Collabo-
rative Lab (shown below) compare favorably with the cur-
rent estimated labor cost for VAAFM and DEC Lab func-
tions, and also when compared to the similar cost for a Co-
located Lab facility. The current estimate for a Collabora-
tive Laboratory would require an increase above current
budget levels for Personal Services of only the cost of
living which is estimated at 3%. They would also be 25%
less than the Co-located Lab model.

This estimate includes adequate staff to meet the un-met
service needs previously discussed as well.

Thus, a Collaborative Lab facility would create savings per
year compared to a Co-located Lab facility of about
$250,000 in Personal Services cost and about $30,000 in

FFS Facility charges from BGS. There would be additional
savings due to increased efficiencies due to lean processes
which should create total savings close to the dollar value
of the “un-met service needs” estimate. It would also be
almost $1.7 million less expensive to build.

Another way of stating this is that the Collaborative model
can restore services to the pre-lrene levels, address man-
agement deficiencies and even accommodate some growth
without adding to current staffing levels. To do the same
with the Co-located model requires adding several posi-
tions to the current staff and probably equipment as well.

Relevant Adjustments for Secondary Considera-
tions

Over each of these three primary options there are layered
another set of secondary considerations:

Should some services not be included in the new facility
for cost effectiveness? Since wet lab space is more expen-
sive than dry lab space, does it make more sense to utilize
another location for those services so as to optimize the
potential for growth of wet lab facilities in the future?

Once a “footprint” is established for a new lab facility, it
will probably not be cost effective to add additional space
to the building, short of a major addition. In light of this, it
makes sense to plan adequate space into the facility for
future growth of services. Such future growth space quite
often gets value engineered out of projects, due to the
significant cost and marginal use during the first 5-10 years
of a building's life.

STAFF (FTEs) INCLUDED IN LABORATORY BUDGET Eolinbos akieelial
LS/LM |Admin| Temp
COLLABORATIVE LA
Lab Leadership incl. QA/QC, Safety, LIMS 2.0 1.0
Inorganics and Nutrients Lab 1.0 - 1.0
Metals Lab 1.0
Monautomated Analysis and Nutrients Lab 1.0 - 1.0
Organics Lab 4.0
Microbiology Lab 2.0
Molecular Biology Lab 1.0
Animal Pathology Lab - - -
COMBINED LABORATORY BUDGET STAFF SUBTOTAL 12.0 1.0 2.0
Permanent 13.0
Permanent + Temporary 15.0
STAFFING COST FY2014
COLLABORATIVE LAB 5 1,039,362
TOTAL LAB STAFF COST 5 1,039,362
ANNUAL STAFF COST SAVINGS - COLLABORATIVE LAB | § 256,500
Annual % Change from Current Budgets (includes 3% escalation) 3%
Annual % Savings versus Co-Located Lab -25%

Staffing Cost - Collaborative Model
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A specific opportunity exists in the new lab models for
future growth by building in “Flexible Space” at this time
that can cost-effectively be upgraded at a later date. The
Space Program in Section 4 segregates lab space into Tier
1, which is critical to the functionality of the lab, and Tiers 2
and 3, which are less critical. Including the Tier 2 and Tier 3
functions in the facility, while designing their space to be
upgradeable to accommodate future growth of Tier 1 func-
tions is a cost effective way to both:

e currently house the Tier 2/ Tier 3 functions in the new
facility, avoiding the need to house them elsewhere,
and

e  provide space for future Tier 1 growth if needed

The opportunity to house Tier 2 and Tier 3 Lab facilities
within this new lab facility provides a unique opportunity
to plan for growth, while still making good economic use
of all space during the early years at the new facility. If
growth necessitates the use of this space for Tier 1lab
functions in the future, these Tier 2 / 3 functions can be
most cost effectively relocated to a different site at that
time. In the interim, the opportunity for excellent collabo-
ration between Tier 1 staff and Tier 2 / 3 staff will further
increase the efficiency and productivity benefits to the
citizens of Vermont.

In this scenario, the “Flexible Space” utilized by the less
intensive Tier 2 and Tier 3 labs would be designed in such a
way that it can be economically upgraded to more inten-
sive Tier 1space in the future. This would probably take
the form of providing for later installation of additional
HVAC, fume hoods, power, lab gasses, etc. but not actually
installing those systems initially in those areas.

This strategy would be especially beneficial with respect to
the Collaborative Lab model. It would of course provide
additional space for future growth. However, such utiliza-
tion of upgradeable space by Tier 2 and Tier 3 labs would
also act as a safety net for the Tier 1space if governance
issues are not fully resolved and the new lab is not as col-
laborative as envisioned, during actual operation.

How would location impact usability of the facility and
cost of construction? (i.e. if facility is built within a 10 mile
radius of Montpelier, would that mean that BSL-3 capabil-
ity will need to be planned for now or in the future, as
compared to a decision to build in Colchester? How will
the location near Montpelier positively impact coordina-
tion with State departments?)

Current thinking by the project study team is that BSL-3
capability is not needed for current functions. Most proba-
bly this applies for the foreseeable future as well. Thus it
does not appear cost-effective to build in upgrade capacity
for BSL-3 into the space plan for this facility. From a prac-
tical point of view then, this means that BSL-3 space, if
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needed, will have to be found at the new UVM and DoH
Lab in Colchester.

There are three logical scenarios for the location of the lab:

e  Locate within a 10 mile radius of Montpelier
e Locate adjacent to the new DoH Lab in Colchester

e Locate on or near the University of Vermont or the
Vermont Technical College campus.

Each of these choices has pros and cons. Locating near
Montpelier would have the benefit of improving communi-
cation between all Departments utilizing the lab services,
thus reducing “windshield time”. It would also be more
centrally located for Departments providing services
throughout the State.

However, a Montpelier location would not be conducive to
the future possibility of sharing lab resources with DoH or
other State lab facilities. Such an opportunity would have
significant benefits to efficiency and productivity. In addi-
tion, it is foreseeable that the area around the DoH Lab in
Colchester and the UVM research facility could well devel-
op into a “technology park” type of environment within 5-
10 years. That could provide significant opportunity for
the growth of lab space (or the lease of lab space) in the
future.

A location near the DoH Lab in Colchester would best opti-
mize the potential benefits and minimize the risks men-
tioned above. In addition, a location near the DoH Lab and
the UVM research facility could provide an opportunity to
utilize existing BSL-3 biocontainment facilities if needed in
the future.

Locating near a University campus would have similar pros
and cons to the above discussion. The two likely candidate
areas would be Burlington (near or on the UVM campus)
or Vermont Technical College. The UVM Burlington cam-
pus would have very similar benefits to the Colchester site.
Vermont Technical College has two campuses; one in Wil-
liston and one in Randolph. Williston is not feasible due to
lack of available land. Randolph would appear to offer few
benefits as a site location. It has been considered previous-
ly by VAAFM as part of a combined teaching/regulatory
model but VTC has not been approached regarding the
concept. If VTC were to create a 2 year lab tech program,
for example, the lab could serve both purposes. However
neither of the VTC sites would appear to be close enough
to the DoH Lab to encourage the growth in shared re-
sources between the labs in the future. In addition, the
location would be less likely to see the type of “technology
park” growth that may well occur around the UVM campus
in Burlington or in Colchester.

One other point regarding locating actually on either uni-
versity's campus is that siting and expansion would have to
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be carefully orchestrated with their campus master plan.
This could well mean location and growth opportunities
would not be ideal either now or and the future.

The potential future needs should be carefully weighed
when considering site options. While a location near the
Colchester site of the DoH Lab may not be ideal as regards
interaction with other departments and field personnel, it
may be the lowest risk option for growth in services look-
ing to the next 5 to 20 years. In addition it may well pro-
vide the best opportunity for collaboration with other
State lab services.

What is the impact of growth of services over the fore-
seeable future to the cost of operation of each primary
option?

With respect to the Outsourcing model, growth in services
would almost be immaterial. Staffing changes would be
minimal as quantity of samples increased. Thus, for estab-
lished processes, simple growth in quantity would not pre-
sent an issue. The addition of new services could be prob-
lematic however. Investigation and research needed to
develop new services or resolve new needs would not be
readily achievable in an outsourced model. Such activities
would necessitate analysis and consultation services which
might no longer exist within the State’s diminished internal
resources. This could be a significant risk.

With respect to the Co-located and the Collaborative Op-
tions, growth in services could be handled more robustly.
Both of these options will make use of some outsourcing
of lab tests on a continuing basis; so all of the capacity
growth needs would be equally well handled by each of
these options. In addition, however, each of these options
has the potential for growth of internal capacity as well.
Further both would have the potential for developing new
tests and SOPs for internal trials based on new research
and analysis. Both of these options would significantly
reduce the risk from needing to develop new analyses and
techniques as compared to the Outsourced model.

In addition, the Collaborative Option would probably offer
a slightly better path for growth of services than the Co-
located Option simply because of its better alignment
around scientific discipline and equipment. Also, its greater
capability through Lean processes to handle “un-met ser-
vice needs” should translate into a better ability to handle
future growth. Further the growth potential of underuti-
lized space (Tier 2/3 space discussed above) probably
would make it more flexible structurally to the develop-
ment of growth based new techniques.

Consideration for Future Opportunities

Future opportunities do exist for new services. The impact
on facility design and capacity is discussed above. What
has not been discussed is the impact such opportunities

might have for the State of Vermont, it citizens and indus-
tries.

While this report cannot predict with confidence the eco-
nomic value of such future opportunities, nevertheless, it
can confirm that they do exist and should be planned for.
Such opportunities and challenges for the State's citizens
and industries will have a significant impact on the growth
and development of Vermont, as compared to other states
within the region.

A functional and credible lab facility and program that sup-
ports the environmental quality and agricultural health of
Vermont's industries is vital to the State's continued suc-
cess. To maximize the potential for such future opportuni-
ties the State needs to be able to effectively partner with
industry and citizens for the common good. That mission
and goal would be significantly challenged utilizing an out-
sourced model for lab services that significantly limited
research and analysis around new needs, developing agri-
cultural needs, and growing environmental awareness and
concerns.

Related to the above, growth in market share and product
types for the dairy, meat and other agricultural industries
within Vermont is likely to occur. Such growth would ne-
cessitate an increase of testing at the Lab as well as new
types or applications of testing. The ability to adapt to
these changes is critical to the future of the citizens of the
State.

In addition, opportunities may well exist for additional “fee
for service” opportunities in partnership with existing local
industries and partnerships as well as new client relation-
ships. While these future opportunities cannot be easily
characterized at present, it is reasonable to assume that
they exist and should be planned for.

Another area of future opportunities has to do with the
development of regional partnerships with other states
and municipalities. Developing relationships between
VAAFM and DEC with other states offer the high probabil-
ity in the future of the exchange of services on a regional
basis. Current examples of this are the efforts in air quality
at DEC and in maple sugar hydrometers at VAAFM. Both
of these efforts recognize specialized capabilities that have
been developed by the state labs that are recognized as
“Best in class” by other regional partners. This of course is
a two way street. Due to Vermont's position and expertise
it now has the opportunity to partner with other states to
leverage their special expertise as well. This is a direct
benefit to Vermont and also promotes growth of agricul-
tural industries and the well-being of its citizens. Again,
both the Co-Located and the Collaborative models would
support this approach. The Outsourced model would not,
or only very marginally.
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Some specific opportunities that are being discussed and
considered by VAAFM and DEC are:

Agriculture

1.
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Food Safety- water analysis, crop monitoring, facility
monitoring: This program could serve a wide variety of
clients including crop producers, raw agricultural com-
modity producers, certified organic crop and food pro-
ducers, food web distributors, and processors. This is a
timely consideration given impending federal food
safety rules. This type of service could differentiate
Vermont products in the marketplace and serve as a
source of income supporting laboratory functions.

Soils analysis — becoming the state resource for all
required nutrient management plans (NMP) soils anal-
ysis: Vermont's Accepted Agricultural Practices, the
medium farm permit program, the large farm permit
program and the golf course permit program all cur-
rently require, or soon will require, soils analysis. This
is a possible opportunity to investigate as a fee based
program. The concept of a regulatory agency serving
in this function should be researched.

Organic certification- soils and crop monitoring: Be-
yond the food safety concept, there is a need on the
part of certified organic growers and certification enti-
ties to have a program to monitor organic operations
for compliance with approved materials criteria. The
state's pesticide lab has the knowledge and skills to
provide this type of fee based service.

Arbovirus and vector born disease monitoring: With
the presence of Lyme disease, West Nile Virus and
Eastern Equine Encephalitis in Vermont, it is critically
important to have the capacity to monitor the pres-
ence of these diseases in a variety of media from mos-
quitoes to livestock and wildlife. The future will also
bring the possibility of other disease concerns result-
ing from tick or mosquito vectors including Babesiosis,
Anaplasmosis, Powassan virus, St. Louis encephalitis,
and Rocky Mountain Spotted Fever. The laboratory
could serve as the center of a robust disease surveil-
lance program.

Feed — nutritional analysis, mycotoxins, feed adultera-
tion: The current feed program no longer serves the
needs of Vermont's feed consumers. This program
could expand beyond the current protein, fat and fiber
program to include a complete nutritional analysis,
including energy, mycotoxins and adulterants, such as
heavy metals, pesticides, and other contaminants.

Fertilizer and Compost: The ability to monitor ingredi-
ent streams for adulterants and/or the ability to pro-
vide quality certifications for products produced in
Vermont.

Weights and Measures: There has been growth in the
maple industry throughout all maple producing areas.
With this growth there has been a considerable in-
crease in the number of hydrometers tested. Other
states that do not require testing have been voluntari-
ly having Vermont test and certify hydrometers. This
year hydrometers have been tested for dealers in New
Hampshire, Connecticut and Michigan.

The weights and measures laboratories in the north-
eastern part of the US are in transition with new per-
sonnel and upgraded facilities. Some jurisdictions have
been having difficulty attaining NIST certification of
traceability. For this reason, the Vermont facility has
seen an influx of weights from out of state service
companies. This may be a short term trend as other
state labs attain certification or may continue to
evolve for the foreseeable future.

In the past, there has been some discussion among
some of the labs about creating or concentrating in
more of a regional manner in regard to weights and
measures labs and their functions. One facility might
have the ability to concentrate on small mass, another
on large volume transfer, and another on large mass.
Vermont has been specializing more on hydrometers
and large mass. This seems to be fitting our model
relatively well and may provide for steady long term
growth of services

Plant Industry:

e Regulatory and compliance services — Should GE
labeling become the norm in Vermont, the oppor-
tunity to provide GE identification services may
present itself, especially as demand for non-GE
foodstuffs and animal feed increases. Also, con-
sumers will want to verify the non-GE nature of
their own inputs, and even if this niche is one that
VAAFM doesn’t want to exploit, the opportunity
for certification for private labs may become
available.

e  GE seed testing — if the VAAFM lab is equipped
to analyze for the presence of GE markers in
foods and feeds, the lab could also be called up-
on to verify the presence of GE traits in seeds
sold in Vermont. Seed labeled GE has to contain
the trait; if the trait is missing, then the consumer
of the seed has a cause of action against the man-
ufacturer making claims as to the quality of their
seed, much the same way they would if seed did
not meet specified germination or purity state-
ments.

e Hemp testing — although the law no longer re-

quires testing of cannabis for verification of THC
content, the possibility that this service will be
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requested remains, especially if there are farmers
in Vermont exposed to federal prosecution under
the controlled substances act.

e  Plant Virus Screening — Plant certification
schemes are increasingly dependent on molecular
techniques to verify the health of plants pro-
duced for interstate and international commerce.
Seeds and other propagative materials (tubers,
bulbs, rhizomes, cuttings) are often required to
have DNA analyses performed to verify the ab-
sence of viruses, phytoplasmas, and related or-
ganisms as prerequisites for shipment to other
states or countries or as part of a generational
health program (seed potatoes). Right now, sam-
ples have to be sent out of state for these ser-
vices. An in-state PCR facility could address these
needs faster than outside labs.

Environmental Conservation

1. Air Pollution: Add PAH and metals analyses of air sam-
ples and expand the VOC-air analyses.

2. Waste Management: Provide analytical support in
water, soil, and possibly air samples (metals, VOCs,
and possibly TPH, semi-VOCs, and PCBs) to the haz-
ardous waste program and the sites management sec-
tion, which provides oversight of investigation and
cleanup where a hazardous material releases has con-
taminated the environment. This function will likely
not be a large volume because the need for these
analyses is typically on a limited and emergency basis.

3. Air Toxics: Analyzing other New England states’ air
toxics samples (regional laboratory expertise).

4. Increasing “in kind services” allowing for matching
grants: The DEC laboratory analyzes thousands of
water samples collected by volunteer groups from
Vermont's lakes, ponds, rivers, and streams. Leverag-
ing this volunteer resource allows the agency to ob-
tain invaluable water quality data that would not oth-
erwise be collected. Also, this program helps facilitate
a partnership between the state and local communi-
ties to address challenging water quality issues. There
is not a commercial laboratory model that can repli-
cate this service. It is estimated that over 6,600 tests
are performed annually.

Risk and Sensitivity Review

The primary risk factors that could affect the outcomes of
this analysis (ranked based on impact) are:

Estimate of Un-met Needs After Tropical Storm Irene

An estimate is provided in this analysis and report of the
un-met needs for analysis and testing as a result of the

destruction of facilities resulting from Tropical Storm Irene
and the diminished capacity in interim facilities that has
resulted from 2012 to the present. The estimate was
based on a projection of the growth in services from 2008
through 2011 with an emphasis on 2011/2012. During this
same period there was significant downsizing in State and
municipal government due to macro-economic conditions
(i.e. Great Recession).

Due to these mitigating conditions, the estimate on un-met
services may be under-reported at this time. Consensus
among lab staff experienced with the work load prior to
Tropical Storm Irene is that the estimates within this re-
port are conservative. Actual un-met demand is probably
higher than estimated.

The estimated amounts of what the budgets would be is
included in the tables above as “Budget Estimate — No
Storm Irene”. Please note that the un-met needs figure is
included in the budget estimates for “Cost of Similar Ser-
vices if Outsourced”, but not in “Budget (& Projected)”, or
“Actual Expenditures” data in the tables and charts above.
The impact of these un-met needs would differ for the Co-
Located and Collaborative Models. Since the impact would
vary it is discussed separately for each Option.

The current estimate in this report on un-met needs is ap-
proximately $500,000 per year. It is believed that either
the Co-located Option or the Collaborative Option would
allow for these needs to be met in the near future follow-
ing construction of a new lab with capacity at least equal
to the old lab at Waterbury. Yet the cost associated with
meeting these needs in each option would be different.
Both options would also allow for future growth by better
utilization of space and by the use of outsourcing for addi-
tional capacity where quality and timeliness concerns are
adequately addressed.

However, the risk related to current un-met needs may be
underestimated. The effect of this would be to underesti-
mate the future size of the facility needs.

With respect to an Outsourced model this risk would most
likely only be recognized retroactively when departmental
and client budgets were exceeded for testing.

With respect to a Co-located model, this risk would impact
different labs disproportionately. In other words, some
departments would see a greater demand for increased
services than others. Thus, budgeting for these demands
would be difficult and would most likely happen when
client/departmental budgets are exceeded.

With respect to a Collaborative model, the impact of this
risk would be readily tracked by the growth in service re-
quests for specific test types regardless of industry or cli-
ent. This should make tracking of the growth in service
needs more quickly apparent and easier to quantify. Thus,
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this model would appear to be more responsive to this
type of risk. It would also make it more predictive of fu-
ture service growth needs and thus better able to budget
appropriately going forward. In addition, its greater effi-
ciency and productivity would optimize the use of lab
space and “flex space” (space currently assigned in the
models to Tier 2/3 activities but that could economically be
upgraded for Tier 1 use) to minimize the need for additional
construction in the future.

In conclusion, while the analysis in this report is sensitive
to the amount of un-met needs, the recommended options
appear to allow for adequate resources to compensate for
a reasonable increase beyond that currently estimated.

Staffing Cost for New Facilities

Estimates of staffing at the Waterbury facility are based
primarily on interviews with key staff present during that
period, and are believed to be a reasonably reliable ac-
counting of how many people were on the laboratory pay-
roll on a full-time or part-time basis. The estimates are
also based on budget and expense data from that period,
which provides total budget and expense data for person-
nel but no headcount information. It was also reported
that one position was purposely left unfilled in the immedi-
ate aftermath of Tropical Storm Irene, due to reduced la-
boratory capabilities.

Staffing estimates for the current period are based in part
on interviews and budget/expense records as well. Howev-
er these estimates are probably more accurate than those
for the earlier period. Yet, the diversity of work locations
adds difficulty to the accuracy of these estimates as well.

The estimate for a new Co-located and a new Collaborative
Lab are based on the space planning interviews and staffing
requests in the most recent meetings with the various de-
partmental labs. To some extent, staffing has been esti-
mated as a take-off from space allocations also. These
estimates may inaccurately reflect job title or work loca-
tion within the lab facility but are probably fairly accurate
as to total head count of FTEs.

The most likely source of error in these calculations is the
staffing position estimate for the Waterbury facility. If
these estimate figures are high, the impact would be to
overestimate the cost of staffing for the Co-located model.
If these figures are low, the impact would be to underesti-
mate the staffing cost for the Co-located model.

The Collaborative model is based on the current staffing
estimate. As such there is proportionately a very low risk
of its estimate being inaccurate.

With respect to staffing costs, however, both models are
based on a comparison with FY 2013 costs. Thus the sig-
nificance of any error is greatly reduced.
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In conclusion, while the analysis in this report is sensitive
to previous staffing levels, the recommended options are
based primarily on a cost comparison with current staffing
levels and should accurately reflect the change from cur-
rent resource use. The historical comparison to pre-lrene
levels is a best approximation but has minimal impact on
the overall results.

Growth in Service Needs in the Future

Future growth in services, above the level provided at Wa-
terbury, has been estimated at 3% per year. This is in
agreement with the current growth rate in the United
States GDP of 2.8%.

Accelerated growth in the economy of the State of Ver-
mont could mean this estimate is conservative. However,
as a long-term estimate it is probably appropriate.

Need for BSL-3 Lab Capabilities

At present, none of these estimates include BSL3 capabil-
ity. Such capacity, if desired would require a revision of
construction costs and staffing requirements.

Cost of Construction

Cost of construction at present is a square foot cost esti-
mate based on $450 per square foot. It does not attempt
to consider regional differences in construction cost within
the State of Vermont. It is at best an order of magnitude
estimate, for consideration of differences between the two
new lab models. It is not intended to accurately depict
actual construction costs, or site differences.

Opportunities and Concerns

Primarily the opportunities and concerns are focused
around three key areas:

e s the joint operation of a laboratory facility by two
State Agencies feasible?

e  Would a partnership with a higher education institu-
tion be a realistic alternative?

e  Are there governance examples from other States
that would prove useful?

Each of these topic areas is discussed below in some depth.

Organization of Multi-Agency Laboratory

The consideration of governance of a multi-agency lab only
really applies to the adoption of the Collaborative model
(Option 3). No change in current governance would be
required for Option 1or 2.

As Option 3 offers the best economic opportunity for
VAAFM/DEC lab services for the State of Vermont a thor-
ough discussion is appropriate. There are several viable
approaches to such a situation:
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e  Formation of a new State Laboratory Department
(Office of the State Chemist) that would include all
lab functions (DoH, VAAFM, DEC and the State Foren-
sics Lab).

e  Formation of a new inter-agency commission by Legis-
lative action to operate a lab for VAAFM and DEC

e Joint Operation of a new lab solely for VAAFM and
DEC as an inter-agency effort.

e Operation of a new lab solely for VAAFM and DEC by
one or the other of the agencies/departments.

Consideration of State Laboratory Department

Primarily for political reasons, it is believed that restructur-
ing all lab services in a new state agency such as an Office
of the State Chemist is not feasible at this time. Even
though it may offer long-term benefit, such an effort would
probably take significant energy away from the workable
solution of collaboration between VAAFM and ANR. In
addition, it would most likely not be agreed to in a timely
manner by all relevant parties. The DoH will be complet-
ing a new lab in Colchester in late 2014. It does not appear
that a viable case could be made to DoH, near term, for a
new combined governance model under a State Chemist. If
it could be made, it most probably cannot be accomplished
in a timely manner in order to allow VAAFM and ANR to
go forward with funding a new laboratory in early 2014,
There are similar issues with the State Forensics Laborato-
ry. Primarily due to their “chain of custody” issues they
would not be truly receptive to a new governance model,
and again not in a timely manner.

However, if VAAFM and ANR were to build a new laborato-
ry near the site of the new DoH lab in Colchester it could
lead to greater collaboration among the agencies in the
future.

Formation of a new inter-agency commission by Legislative
action

Such a management model, though potentially beneficial
long term, would pose similar issues of feasibility to that of
an Office of the State Chemist without having the future
capability to expand the management to include other
Agencies’ laboratory facilities. Even though it may offer
long-term benefit, such an effort would probably take sig-
nificant energy away from the workable solution of a col-
laboration between VAAFM and ANR. In addition, it would
most likely not be agreed to in a timely manner by all rele-
vant parties.

Joint Operation of a new lab solely for VAAFM and DEC as
an inter-agency effort

This is a highly feasible solution that appears capable of
implementation solely with an approved Memorandum of
Understanding between the two agencies/departments.

Functionally it might prove the most beneficial model for
equitably managing needs and services between VAAFM
and DEC. Most likely it would take the form of a jointly
approved Lab Director who reports to a Board of Govern-
ance composed of primary lab users in VAAFM and DEC.
Such a Board could also provide guidance on SOPs, billing
procedures, staffing issues, etc. Quarterly meetings of the
Board of Governance would probably be appropriate.

In addition, such a model could foreseeably grow to in-
clude other State agencies or departments if additional
opportunities for collaboration were to develop in the fu-
ture.

Operation of a new lab solely for VAAFM and DEC by one
or the other of the agencies/departments

If it proves unfeasible to jointly operate a new lab, than the
next best alternative would be for one or the other of the
two agencies/departments to agree to operate the lab for
the benefit of both. While in some ways this may prove
simpler to gain authority for and funding approval, it may
prove more difficult in application. Some of the issues that
may develop are:

e Assignment of work based on need and request date.

e  Lab personnel from one agency/department would
need to be transferred to the other agency/
department

e  Billing management

e  Approval of SOPs, etc.

Governance of Multi-Agency Laboratory

Much of what is written below would apply equally to a
lab operated jointly by both agencies/departments or oper-
ated within either one.

A new "collaborative” facility poses significant governance
challenges. Yet at the same time, if these issues can be
resolved, such a facility poses the greatest opportunities
for cost-effectiveness and growth in the future. It is by far
the best solution if the governance issues can be resolved.
However, a further concern is these issues must be ad-
dressed prior to making the commitment to build the facili-
ty. If there is not the commitment from all parties to work
collaboratively in the new facility it will most likely be con-
sidered inadequate for operation utilizing the old co-
located model for operations.

Administrative governance

Administrative governance must include a mechanism to
consider and resolve needs of all client departments equi-
tably. Yet at the same time it must not be cumbersome or
costly. A Board of Governance, composed of key internal
clients from both agencies/departments is probably the
most effective way to resolve these issues. However, day
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to day operation requires one person who would be in
charge of all operations. Thus a Lab Director for all lab
functions is needed as well. Essentially this is a “CEQ" for
the lab who would manage all operations and report to a
“Board of Directors” who would handle policy and govern-
ance issues at a macro level, basically the same way that
most corporations are managed.

One possible organizational structure discussed by VAAFM
and DEC is shown on the following page.

The Board of Governance would not be full time positions,
but instead representatives of client departments who
meet periodically, perhaps quarterly, to address issues
brought to them by the Lab Director, client departments,
personnel, etc. The Board would have overall responsibil-
ity for approving policy, budgets, etc. The Lab Director
would have overall authority for all operational decisions
and adjustments to policy in between Board meetings.

The Board could, if desired, exert formal approval down to
the level of SOPs, work prioritization, etc. as a matter of
policy or approach.

A possible adjunct to the Governance Board could be an
Advisory Board that would draw on constituents for the
lab, such as farmers and environmentalists. Such a group
could help the Governance Board better understand
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emerging issues and trends/directions in agriculture and
the environment that may impact future growth in services
or changes in needs. The DEC is already doing this, but
more informally.

Revenue and Cost Models

A model will need to be developed to allocate cost be-
tween the client agencies as well as other lab customers.
Currently VAAFM and DEC use significantly different meth-
ods to allocate costs. In addition, budgets in both agencies
include general funds, external funds (federal, regional,
grants etc.) and some fee-based services to individuals and
municipalities. Also, some testing is regulatory required
even though related to a specific client/service. In addition,
significant emergency response services occur for both
VAAFM and DEC.

One good method to allocate services performed for vari-
ous departments and clients would be to estimate the
costs of providing lab testing services based on the time
required to perform specific units of tests of various types.
This would then allow for the allocation of lab costs to
various departments within the agencies, as well as exter-
nal customers, based on the percentage of work load they
burdened the lab with. Such a method could also allow for
the regular adjustment of general funds and other similar
budgetary amounts appropriately to the lab based on work
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load.

In point of fact, DEC has had such a model in the past. Up
until about 2009 all costs for testing were allocated by
DEC to its various clients and departments based on
“productivity” and “work time units”. This model would
need significant re-characterization from its current imple-
mentation, but would be a good starting point. One point
of note, a new time study should be conducted, as most of
the original data in this model is from the early 1990's.
(See Appendix F). Significant changes in process and pro-
cedure have occurred since. then Also, it would appear
that significant adjustments have been made to this reve-
nue/cost model since 2009 (due to its partial subsidy with
General Funds) that may not be consistent with the origi-
nal data driven framework that was constructed. A further
consideration that needs to be included in this revenue and
cost model is an appropriate allocation for the capital re-
placement of lab equipment.

Staffing

Currently not all lab personnel are classed similarly since
they work for different agencies/departments. In order for
staff to see their workload as independent of the client
department it will be necessary to rationalize job titles and
pay classes. This will most likely involve some negotiation
between the agencies/departments and the Vermont State
Employees Association. Ultimately the goal will need to be
to have all employees performing similar tasks to be simi-
larly classed and paid. This will need to occur so that a
common identity can be established within labs; thus ulti-
mately allowing for a better leveling of workload and pri-
oritization.

Priority management; workload management

One of the more complex pieces of developing a collabora-
tive model will be workload management and prioritiza-
tion. Every agency/department will feel that their work, to
some extent, should be a priority. There must be a process
for resolving these issues as a matter of policy that seems
fair and equitable to all involved. Resolving concerns in
this area and managing policy may be one of the appropri-
ate functions of the Board of Governance. Closely linked
with this must be an emergency procedure where issues
related to disease outbreaks, contaminated spills, disasters,
etc. can be expedited before routine testing.

Contractual models and fee for service opportunities

As mentioned above, a cost allocation model based on lab/
test time will probably be the most efficient means for the
division of costs between the various agencies/divisions.
This same model would also allow the pricing appropriate-
ly to outside customers (municipalities, other States, Fed-
eral etc.) for lab services provided.

Consideration of higher education partnership

It has been suggested that a partnership with a higher edu-
cation institution or system may be feasible and beneficial.
While this is a viable option, there are significant issues
relative to location, availability of BSL-3 resources, and
integration with campus master plans, as mentioned previ-
ously. The relationship established with UVM in response
to the Tropical Storm Irene issues has been beneficial and
should be explored as an opportunity for long term part-
nership. Similarly, opportunities with other higher educa-
tion institutions are potentially beneficial.

One other benefit that may exist is the availability of stu-
dents as part-time/temporary staff at the lab. Skilled labor
would be a significant benefit potentially of a campus loca-
tion. In addition the opportunity to consult with university
staff on research initiatives may be of benefit as well.

In conclusion, opportunities with higher education institu-
tions should be explored. However, significant constraints
may exist with respect to coordination with the university's
master plan, competition with campus programs for appro-
priate sites, and location specific issues as regards to coor-
dination with other State departments.

Examples of Other State Regulatory Lab Models

Please refer to Appendix E for a review conducted by State
of Vermont personnel into the operational model of other
states in the region, including their experiences with out-
sourcing efforts.

Conclusion and Recommendations

Of the three Primary Options (Outsourced, Co-located and
Collaborative) only the latter two appear to meet all of the
needs identified by the State of Vermont. It also risks the
loss of essential monitoring partnerships and long term
data crucial to policy decision making.

Specifically, the Outsourced model does not appear to be
more cost effective than the other two options, nor does it
appropriately address all issues related to quality and re-
sponse time.

Crisis response would most likely be significantly slower in
this model as well, since an in-house lab facility has a great-
er ability to respond effectively and immediately to emer-
gencies. Also, if the crisis is of a national impact (i.e. pet
food adulteration) commercial facilities may be over-
whelmed with other clients before Vermont is able to ob-
tain their services.

Related to this is the issue of research on unanticipated
issues. Often in years past, the problems that consistently
became the most important issues that the lab addressed
were completely unknown at the start of the year. Nimble
response is the key to success in addressing these critical
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issues.

Further, the Outsourced model does not appear to handle
well the need for research and analysis with respect to
new services or growth in services. This may also be an
issue in emergency response when needed.

Lastly, it appears to be a program that other states have
tried to implement in the past with only marginal success.

The Co-located model (Option 2) does adequately address
all of the above issues and would be a responsible solution
for the State of Vermont. It would be the easiest to imple-
ment of the three options because it would essentially
mean “business as usual”, in a new facility modeled after
the one in Waterbury that was damaged during Tropical
Storm Irene and subsequently demolished. It would be
more functional than the old lab, and better able to adapt
to needed growth in the future. However, programmatical-
ly it would suffer from the same functional weakness of
redundant services between VAAFM and DEC. In addition
it would only marginally implement the recommendations
of the 2006 study by APHL for improved operations.

The Collaborative model is the best choice overall for im-
proved functionality, growth, efficient cost of construction,
and reduced operational cost. A significant benefit of such
a solution is the ability to implement proven production
workflow enhancements commonly referred to as “Lean
Production Management”. Today, most major pharmaceu-
tical laboratories and many commercial test laboratories
routinely use these techniques to reduce cost of opera-
tions as well as to significantly improve quality. Further
these techniques dramatically reduce production errors
and improve safety.

The one significant challenge to implementing the Collabo-
rative model is that a major change in governance will be
required for it to be successful. So far during this study,
representatives from VAAFM and DEC have consistently
expressed their willingness to make these major changes.
It is assumed that this willingness will continue and devel-
op further as a program for construction of a new lab con-
tinues.

In summary, the significant benefits of a Collaborative Lab
model (Option 3) are:

1. Reduced cost of construction by approximately
$1,700,000.

2. Reduced cost of operation, including:

e Reduced staffing costs by approximately
$250,000 per year as compared to Co-located
model.

e  Reduced “fee for space” for facility charges by
BGS of about $30,000 per year.
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Best use of space for current needs and future
growth.

Best operational management of work flow and de-
mand to manage growth and peak/emergency situa-
tions.

Opportunity to implement “Lean Production Manage-
ment” techniques.

Opportunity to implement all recommendations of the
2006 APHL study.

Alignment with strategic initiatives of the State of
Vermont for the delivery of services.

Enhanced perception of “best use of resources” on the
part of VAAFM and DEC from the viewpoint of the
citizens of Vermont.

No significant increase in operational budgets to
VAAFM and DEC as the new facility goes into opera-
tion.
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Space Programming Methodology

The space programming effort focused on identification of
the spaces needed in a new facility for VAAFM and DEC.
Space needs were identified and quantified for two op-
tions:

e the Co-located option, which is generally based on the
governance and operating model in place in the Wa-
terbury facility prior to Tropical Storm Irene, and

e the Collaborative option, which establishes a new
combined governance model and organizes the labs by
the type of science being done, rather than by the
identity of the “customer” that needs the test results.

The process included detailed interviews with lab users to
confirm the type and volume of analysis being conducted,
the equipment and space required, opportunities for syner-
gy, requirements for isolation, and other needs. Interviews
included discussion of the ways in which the Waterbury
facility met the needs of the users, and the ways in which it
fell short. Interview notes were compiled and shared with
lab users for review and comment. The edited interview
notes are included in this report as Appendix C. The pro-
posed space allocations are based on:

e the outcomes of the interviews,

e an analysis of space usage in the Waterbury facility,
which was derived from the original design drawings
for the facility, and

e  tours of existing facilities in Burlington, Berlin, and
Montpelier to document how space is currently being
used.

The proposed space programs on the following pages out-
line the programmatic requirements in both tabular and
graphic form. The collaborative program requires approxi-
mately 10 percent less space than the co-located program,
which is consistent with the operating efficiencies outlined
elsewhere in this report. Both of the space programs in-
corporate all of the labs that were located in the Water-
bury facility, as well as a proposed Animal Pathology Lab.

The labs have been characterized as Tier 1, Tier 2, and Tier
3 as follows:

e  The labs identified as Tier 1are the analytical or “wet”
labs. Along with the core space and the administrative
space, these are the labs that are fundamental to the
operation of the proposed facility.

e  The labs that are identified as Tier 2 are generally
“dry” labs and not as intrinsic to the operation of the
lab. It is still significantly advantageous to operating
efficiency if they are located in the same facility, so
they should be included if at all possible. “Dry” labs
typically do not require the same intensity of lab ser-

vices as “wet” labs.

e  The lab identified as Tier 3 (weights and measures) is
more independent of the other labs. It is also the only
lab that is adequately housed currently. It should be
included in this facility for space efficiency, but could
also remain in its current location in Berlin if that
space can be leased for the long term.

These programs only provide an overview of space require-
ments. A more detailed effort to precisely define the
needs of each lab will be required at a later point in the
process.

Administrative Organization

Safety, Quality Assurance, and Waste Management

Previously at the Waterbury facility, neither VAAFM nor
DEC employed a dedicated Safety or QA officer. These
functional roles were, in part, covered by staff with other
responsibilities (i.e. “wearing different hats”). In many cas-
es, having staff performing multiple duties is perfectly ac-
ceptable. Where this model of operation falls short is
often in the category of safety, including waste manage-
ment. ldeally, the proposed laboratory facility, operating
with approximately the same number of personnel as there
were in Waterbury, would have an individual dedicated to
overall safety of the laboratories. This would include areas
of safety related to 1) biological safety, 2) chemical safety,
3) waste management and 4) and occupational health is-
sues. Previously, waste management compliance resulted
in a consent decree and a $110,000 fine against DEC,
stressing the importance of focused attention on these
issues. The safety officer would serve the laboratory facili-
ty independently of any governance issues, meaning the
position does not directly report to either agency. Compli-
ance with biological and chemical safety is often regulated
by organizations such as Health and Human Services,
through the Centers for Disease Control and Prevention,
and the Occupational Safety and Health Administration.

Often, many laboratory safety personnel have experience
in the fields of quality assurance and quality control. As
the safety position may not warrant a dedicated full-time
position, it is reasonable to recruit a safety professional
with QA/QC experience.

If and when the new laboratory facility enters into a con-
ceptual design phase, we recommend that a seasoned safe-
ty professional be involved in the programming effort, or
that a laboratory safety consultant be part of the program-
ming and design team. This will provide a greater assur-
ance that safety issues related to the flow of personnel,
materials, wastes, etc. will be factored in to the design for
compliance and safety.
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Biosafety Level Recommendation

Review of the programs currently conducted by both
VAAFM and DEC, as well as areas of potential expansion
to include future programs, does not necessitate the imple-
mentation of BSL-3 facilities or programs. At most, the
laboratory functions conducted are considered BSL-2 in
nature. The justification for not including BSL-3 programs
or facilities for these agencies is based on several consider-
ations. First, as noted, the current and proposed activities
of VAAFM and DEC do not require BSL-3 facilities or pro-
grams as described by Biosafety in Microbiological and
Biomedical Laboratories, 5th Ed. (Centers for Disease Con-
trol and Prevention/ National Institutes of Health,

U.S.). While VAAFM does provide diagnostic services relat
ed to Brucella species (the causative agent of Brucellosis)
the amounts of agent isolated for diagnostic purposes re-
mains below the limits required by BSL-3 conditions. It
should be noted that this work should be done under BSL-
2 conditions, utilizing biosafety cabinets for primary con-
tainment. Further, these agents are not cultured beyond
diagnostic purposes.

Secondly, it is not out of the realm of possibility that a
naturally-occurring outbreak of an infectious agent that
poses a threat to human, animal or environmental health
could occur in Vermont. This scenario would possibly war-
rant the use of BSL-3 facilities and operations. However,
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the Vermont State DoH Lab currently has and operates a
BSL-3 lab that would (potentially) be able to serve in an
emergency situation. Likewise, as the planning for the new
laboratories for the VAAFM and DEC moves forward, it is
reasonable to provide for BSL-2-Enhanced (BSL-2+) capa-
bilities. It is not uncommon for emergency response situa-
tions that require BSL-3 capabilities to be conducted under
BSL-2+ conditions. BSL-2+ facilities would provide VAAFM
and DEC with this flexibility.

Finally, the cost of new BSL-3 construction is much higher
than traditional laboratory space, even BSL-2+ space. For
this reason, and the reasons listed above this analysis re-
vealed that BSL-3 facilities are not required for the pro-
posed laboratory model for VAAFM and DEC.

Laboratory Information Management System (LIMS)

The DEC lab currently uses a LIMS developed by Accelerat-
ed Technology Laboratories. The VAAFM lab has ex-
pressed the intention to implement a LIMS but has not yet
done so. Regardless of the governance model elected for
the new laboratory, a comprehensive LIMS should be im-
plemented. Due to issues such as security and privacy of
data, and chain of custody for enforcement cases, it is rec-
ommended that a qualified consultant be engaged to assist
in development of a LIMS plan. The current DEC system
may or may not prove to be the best solution. It may also




Space Needs and Operating Model

be advantageous to consider partnering with the DoH on
management of a LIMS, or outsourcing the management to
a consultant, to obtain the best value.

Administrative Organization: Co-Located Model

In the Co-located model space program, the organization is
assumed to be similar to the Waterbury facility, with sepa-
rate operations for VAAFM and DEC. The program does
assume some consolidation of basic building functions such
as sample receiving, glass washing, long term storage, and
autoclaves. The total space required is projected to be
approximately 39,000 gross square feet, which is an in-
crease of approximately 4,000 square feet over the Water-
bury facility. The difference is due to several factors, pri-
marily rectifying the shortfall of space in a few of the labs
in the Waterbury facility, the addition of an animal patholo-
gy lab, and provision of more adequate space for building
services such as HVAC systems.

Administrative Organization: Collaborative Model

In the Collaborative model space program, the organization
is assumed to be a fully integrated analytical lab that pro-
vides all Tier 1 laboratory services as a single entity. The
Tier 2 and Tier 3 labs are assumed to be administratively
independent, but subject to the governance of the collabo-
rative lab in the areas of lab safety and waste manage-
ment. The more efficient space utilization enables the col-
laborative lab to be approximately 35,400 gross square
feet, or 3,600 square feet less than the co-located scheme.
Compared to the Waterbury facility, the space shortfalls
have been rectified, an animal pathology lab has been in-
corporated, and adequate space has been provided for
building services, yet the proposed facility is only a few
hundred square feet larger than the Waterbury facility .

In general, all of the laboratory work that falls under
VAAFM and DEC can be categorized as either biology- or
chemistry-based. Structural organization of the laboratory
services into biology and chemistry allows for compatibility
of core resources, equipment and expertise. These two
divisions are not organized in terms of governance, rather
they are organized by laboratory type. This division favors
the use of the collaborative model described in detail in
this report. Our investigation revealed that compatibility
among the laboratory programs (i.e. the type of science,
analysis, etc. being performed) favors a collaborative mod-
el.

On the chemistry side, for example, several programs relay
on the use of gas chromatography, HPLC, etc. In a collabo-
rative model, critical instrumentation would be accessible
to all programs. As the organizational chart shows, we
have divided the laboratory programs into Chemistry and
Biology- this chart does not suggest a governance or re-
porting structure. Rather, this indicates which programs

fall into either Chemistry or Biology, and suggests how the
new facility would be best configured.

In addition, the collaborative model would provide central-
ized, core resources that could be shared amongst the pro-
grams from both Biology and Chemistry. We envision a
central core area that would include central access to ship-
ping and receiving, long-term cold storage, autoclaves and
decontamination, sample accessioning, centralized gasses
and cylinders, deionized water, and others. This reduces
the overall area required to house services and utilities
used in all programs.

Specific Notes for Individual Chemistry Laboratories

1. Nutrients:

e Has requirement for substantial bench space for
analytical equipment, such as autoanalyzers.

e Has arequirement for a smaller, dedicated auto-
clave for sample preparation- ideally, this would
be located in/near the lab.

e Nitrogen is the primary gas needed, but due to
low volumes required, there is little need for
piped gasses.

e |s compatible with other areas of Chemistry, such
as Non-Automated & Inorganics, as far as space
and equipment sharing.

2. Metals Laboratory:

e  Possible to condense functions from VAAFM and
DEC to reduce redundancy.

e HVACis critical, given the ducting, temperature
and humidity control elements of the operations.

e  Sample preparation/ grinding operations need to
be done separate from the analytical laboratories,
i.e. a separate room.

3. Non-Automated Analysis & Inorganics:

e |s compatible with other areas of Chemistry, such
as Nutrients, as far as space and equipment shar-
ing.

e  Extraction area needs to be separate from analyti-
cal (wet) lab areas.

e Chlorophyll extraction and preparation needs to
be performed in a separate room, preferably,
since those operations require no light.

4. Organics Laboratory:

e Possible to consolidate space between VAAFM
and DEC, but dedicated equipment for each is
required.

e  Extraction space (negative pressure) should be
truly separated from analytical space (positive
pressure).

e Has requirement for large Dewars of liquid nitro-
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gen.

e Analytical space should be separated into two
areas, 1) volatiles and 2) semi-volatiles, to prevent
cross-contamination.

e  This lab would benefit for a core facility where
compressed gasses could be piped in.

5. Air Quality:

e  Requires dedicated environmentally controlled
room for gravimetric filter operations. Typically
controlled at 20-23 Deg. C, +2 Deg C / 24 hours
and RH 30-40%. + 5% / 24 hours/day.

e Gravimetric facility (“AP Balance Room”) must be
isolated from building exterior entry ways to re-
duce the fugitive dust/moisture/ temperature/
pressure/ changes.

e  (an be associated with other programs in Chemis-
try, sharing certain resources, such as GC/MS.

e Needs to be physically separated from pesticides
programs.

e  Should be under slightly positive pressure to
prevent outside air contamination.

Specific Notes for Individual Biology Laboratories

1. Microbiology Laboratory:
e Dairy Chemistry should be located adjacent to
Molecular Biology Laboratory.
e  Has high demand for fume hood space.
e Dairy Microbiology operations require clean
(positive air-flow) space.
e  BSL-2+ facilities should be strongly considered
for this area.
2. Molecular Biology Laboratory:
e Requires clean (positive air-flow) space to prevent
contamination of DNA products.
e  Should be adjacent to Dairy Chemistry
(Microbiology) and Plant Industry.
e  BSL-2+ facilities should be strongly considered
for this area.
3. Plant Pathology & Entomology
e Requires a great deal of storage space for equip-
ment.
e  Preferably located near/adjacent to Molecular
Biology Laboratory.
e  Flexibility is critical, as seasonal operations dic-
tate day-to-day function.
e Need to plan for expansion of GMO testing.
4. Watershed Management/ Biomonitoring Laboratory:
e Need storage space for flammable cabinets and
field equipment, including equipment washing &
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decontamination.

e Ventilation is critical, given the large volume of
flammable solvents used.
5. Animal Pathology:

e  Possible sharing of space and/or resources with
Fish &Wildlife (ANR).

e  Should be under slightly negative pressure to
prevent potential pathogens from escaping labor-
atory area.

6. Fish & Wildlife:

e Possible to share space and resources with Ani-
mal Pathology.

e Requires a darkroom that is separate from the
other wet lab space.

Prioritization

Ideally, a new VAAFM-DEC facility would have the capacity
to house all of the labs that were located in the Waterbury
facility, as well as an Animal Pathology Lab. The primary
business model incorporates this assumption, as do the
space programs and the capital construction cost model. It
is recognized, however, that some of the labs could be
located elsewhere if necessary. The labs identified in the
space programs as Tier 1are the analytical or “wet” labs.
These, and the core space and the administrative space are
fundamental to the operation of the proposed facility. The
labs that are identified as Tier 2 and Tier 3 are generally
“dry” labs and not as intrinsic to the operation of the lab,
but it is still advantageous to include them in the same
facility if possible. Implications of including or excluding
the Tier 2 and Tier 3 labs in the facility are outlined below
and in the table on the following page:

1. Space and Cost Efficiency: Each lab located else-
where will require at least as much space in another
location as it would require in the proposed new facili-
ty. Most likely, more space would be required, as
opportunities to share space and resources (sample
receiving, conference or office space, lab systems, etc.)
with other labs would no longer be available. In the
Fee for Space model of cost allocation, the annual
cost to the respective agencies would therefore in-
crease. Depending on the alternative location(s) se-
lected for the other labs, the capital cost incurred by
Buildings and General Services might be more or less.
If a separate new building were required, the cost to
BGS would almost certainly be greater.

2. Operating Efficiency: For the Tier 2 labs that provide
samples to the Tier 1 labs for analysis, a location in the
same facility enhances operational efficiency. A sepa-
rate location would require frequent transport of sam-
ples between facilities, as many of the samples are
time sensitive. This will add labor cost every year
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Existed in Non Ag/ Site Location
Waterbury DEC Lab Impact

CONSIDERATIONS

TIER 2 LABS

Relationship to Other  Laboratory Environment

Site Size Impact Labs Needs

Has some laboratory HVAC

Need space on site  Furnishes samples to lab for requirements, including
Air Quality X ; )
for trailer storage analysis environmentally controlled
room

Uses lab equipment and has

Animal Pathology Noéger;;m laboratory HVAC
requirements
Some preference for . Furnishes large volume of
. L Need it Has laboratory HVAC
Biomonitoring / Watershed central VT location eed space on site samples to lab for analysis, as faboratory H
X for fleet of vehicles requirements, uses limited

Management for ease of access
for field staff

significant transport issue if

and water craft -
not at same location

laboratory equipment

Funding and chain of custody Uses lab equipment and has

Fish and Wildlife X X issues may restrict interaction laboratory HVAC
with other labs requirements
Statutory relationship to Plant Has laboratory HVAC
Forest Biology X X Industry, and functionally requirements, uses limited
similar laboratory equipment
Statutory relationship to
Forest Biology and
Has laboratory HVAC
Plant Pathology & Entomology Freestanding functionally similar, as ‘anoratory Fi.
X : ] requirements, uses limited
(Plant Industry) greenhouse desirable intermittent access to
A ; a laboratory equipment
equipment in other labs is
valuable
TIER 3 LABS
Weights and Measures X Large vehicle access

Tier 2 and Tier 3 Lab Function Evaluation

throughout the life of the facility.

3. Safety/Risk Management: Although the Tier 2 and
Tier 3 labs are planned to be administratively separate,
co-locating them on the site of the collaborative ana-
lytical lab offers better opportunity to assure that
safety, quality, and waste management standards are
consistently implemented, thereby reducing risk

4. Lab Access: Many of the Tier 2 labs utilize some level
of specialized laboratory services, although sometimes
on a small scale. These requirements raise concerns
for Tier 2 and Tier 3 labs if located elsewhere:

e This requirement may limit the state’s options in
finding other space that can accommodate the
specialized needs of the Tier 2 labs. Fragmenting
rather than consolidating specialized systems will
likely make it relatively expensive to procure the
necessary space.

e Some Tier 2 labs may be able to make use of spe-
cialized equipment and space in Tier 1labs if co-
located, but would require their own dedicated
equipment and space if located elsewhere.

5. Future Growth of Collaborative Model: The current
plan is that the Tier 2 and Tier 3 labs will be adminis-
tratively separate from the collaborative analytical
lab, as outlined elsewhere in this report. If they are

co-located, however, the option remains open to incor-
porate them into the collaborative model in the fu-
ture. This would not be readily possible if they were
located on a separate site.

6. Long Term Flexibility: Locating the Tier 2 and Tier 3
labs within the new facility offers a high level of fu-
ture flexibility for growth in the future. Some possible
scenarios include:

e If growth does not occur, the facility can continue
to operate as originally planned.

e  Growth may occur in some areas, while other
areas recede due to reduced demand, or due to
miniaturization of processes that reduces space
needs. With more space under one roof, flexibil-
ity to accommodate this is maximized.

e  Growth may occur, and more space may be need-
ed. If the Tier 2 and Tier 3 space is designed to be
upgradeable to analytical lab (Tier 1) space, as
outlined in Section 3, the choice can be made at
that time of which functions may need to be
moved to another location, or into an addition.

If any lab has to be eliminated from plans for a new facility,
it is recommended that Weights and Measures be consid-
ered first. This lab has the least specialized space require-
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ments, and has the least interface with other labs. It is
adequately housed in Berlin currently. It can remain there,
if the state can continue to lease the building, and can iden-
tify a compatible occupant for the balance of the building.

If necessary, Air Quality may be considered for elimination
from the new facility as well, due to relatively limited di-
rect interface with other programs. The remaining pro-
grams would either:

e Lead to a significant reduction in operating efficiency if
not co-located, because they interact closely with the
analytical labs (Plant Industry, Biomonitoring, Animal
Pathology), or

e Have little impact on the cost of the new facility if
eliminated, because their space requirement is so mi-
nor (Forest Biology, Fish and Wildlife).

Proposed Space Programs

The space programs on the following pages are generally
based on planning modules of 225 square feet for labora-
tory space and 100 square feet for laboratory support
space, equipment space, and office space. It is assumed
that all laboratory staff should have access to desk space
outside of the laboratory environment.

While specific laboratory needs have not yet been finalized,
for the purpose of this report laboratory space is assumed
to generally include (as needed) chemical fume hoods,
biosafety cabinets, bench space, laboratory gasses, space
for specialized equipment, and a relatively high rate of
ventilation. Laboratory support space would typically en-
compass a range of specialty rooms such as prep rooms,
incubator rooms, darkrooms, etc. that may have unique

Conceptual Facility Diagram
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requirements, but are not outfitted and ventilated as a lab
space is. The intent at this early stage of planning is not to
define exact requirements for each space, but to initially
budget what it may cost to outfit each category of space.

The number of staff to be housed in the facility in each of
the models is illustrated in the table on the following page.
For both models, it is assumed that the management of the
LIMS will be outsourced and will not be the day to day
responsibility of the laboratory staff. It should be noted
that:

1. The proposed collaborative model enables the lab to
return to the service level that existed prior to Tropi-
cal Storm Irene, without adding to the current number
of personnel.

2. The proposed co-located model would require 3.5
additional personnel (restoring previously eliminated
positions as well as adding new) to return to the ser-
vice level that existed prior to Tropical Storm Irene.

Conceptual Facility Diagram

The diagram below illustrates one effective conceptual
layout for a new laboratory facility. This layout maximizes
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