HOUSE FI NANCE COW TTEE
March 28, 2002
1:48 P. M

TAPE HFC 02 — 69, Side A
TAPE HFC 02 - 69, Side B
TAPE HFC 02 - 70, Side A

CALL TO ORDER

Co-Chair Mulder called the House Finance Conmttee neeting
to order at 1:48 P. M

VEMBERS PRESENT

Represent ati ve El don Mul der, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft
Represent ati ve John Davi es
Representative John Harris
Representative Bill Hudson

VEMBERS ABSENT

Representative Bill WIlIlianms, Co-Chair
Representative Ri chard Foster
Represent ati ve Ken Lancaster
Representative Carl Mses
Representative Ji m Wit aker

ALSO PRESENT

Margot Knuth, Assistant Attorney GCeneral, Departnent of
Corrections; Charl es Campbel |, Juneau; Frank Prewtt,
Cornell VWhittier, Anchorage; David Katzeek, Juneau ANB, Canp
2, Juneau

PRESENT VI A TELECONFERENCE

Pete Halgren, Cty Admnistrator, City of Delta; Muyor John
WIllianms, Kenai; Steve Sweet, Fairbanks; John Duffy, Borough
Manager , Mat-Su; Jim LeCrone, Public Safety Enpl oyee
Associ ation, Anchorage; Don Val esko, Public Enpl oyees #72,
Anchor age; Dee Hubbard, Anchorage; Frank Smth, Kansas;
Marvin Webe, Cornell Corporation, Ventura, California

SUMVARY

#HB498

HB 498 An Act expressing legislative intent regarding
privately operated correctional facility space and
servi ces; relating to the devel opnent and
financing of privately operated correctional
facility space and services; authorizing the
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Departnent of Corrections to enter into an
agreenent for the confinenent and care of
prisoners in privately operated correctional
facility space; and providing for an effective
dat e.

HB 498 was HEARD and HELD in Committee for further
consi derati on.

HOUSE BI LL NO._ 498

An  Act expressing | egi slative intent regar di ng
privately operated correctional facility space and
services; relating to the devel opnment and financing of
privately operated correctional facility space and
services; authorizing the Departnent of Corrections to
enter into an agreenent for the confinenent and care of
prisoners in privately operated correctional facility
space; and providing for an effective date.

MARGOT KNUTH, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF
CORRECTIONS, agreed that nore prison and jail beds are
needed for Al aska. She nentioned the two bills put forth by
the Governor, which address the expansion of existing

facilities and Senator Geen's proposed bill, which also
addresses the expansion of sonme of the various State
facilities. In crafting the Departnent of Corrections

expansi on plan, Governor Know es and Comm ssioner Pugh cane
up with a four-point standard that nust be nmet by any plan.
Any initiative nust be:

. Saf e;

. Meet the statew de needs of the Departnent;

. Meet governnent-to-governnment rel ationships; and
. Be cost effective.

She warned that HB 498 does not neet any of the criteria.
Co- Chair Mul der asked Ms. Knuth for further clarification.

Ms. Knuth explained that the community of Wittier has a
popul ati on base of around 200 residents. It is located 45
mnutes from the Anchorage area. The proposal under
consideration is a 1200 bed prison. The Cty of Wittier
has a limted infrastructure. The capability of its fire
and police departnent to be able to respond in the evident
of an energency is limted. Additionally, there are issues
of transfer tinme for nedical energencies. She reiterated
that the fire and police protection concerns are problematic
when there are six inmates for every citizen in a conmunity.
That is a difficult ratio and additionally, there will be
one correctional enployee for every three inmates naking
anot her 400 staff nenbers.
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Ms. Knuth referenced remarks nmade by Frank Prewitt regarding
the State’ s needs. She noted the handout provided by M.
Prewitt, which indicates the Departnment of Corrections
master plan nunbers. Qut of the 1269 beds listed there, the
beds in Palnmer and Kenai are the types of beds that the
proposed facility would be duplicating. The remaining beds
woul d not be satisfied with that proposal and it does not
address any “special need’” beds. Addi ng the 1200 bed
facility as proposed would not relieve the State from the
current need for the 96 beds in Bethel, 80 beds in Fairbanks
and the 150 beds in Seward or any of the special need beds
for the youthful offender program The WMat-Su beds are
essential because that 1is where the fastest grow ng

popul ation is. Pt. MKenzie is the transition place and
those needs would not be addressed. Juneau and Ket chi kan
are also jail facilities. At this tinme, the Departnent of

Corrections has identified a need of about 475 beds for
medi um security inmates.

She pointed out that those nunbers are listed in the handout
and it also indicates the 750 beds in Arizona. The Arizona

i nmates woul d be brought back. She rem nded nenbers that
the new Anchorage jail facility would be opening very soon
Those beds will take care of the Arizona popul ation. She

interjected that listing the 217 Palnmer beds, the 250 in
Kenai and then adding the 750 Arizona beds to that, was
“false” math. By the end of this fiscal year, the nunber of
inmates in Arizona will drop to 585 because of the opening
of the Anchorage jail.

Ms. Knuth pointed out that crine rates are declining across
the nation except in Alaska. There are two reasons for that
to be occurring. In 1980, when the sex offender code was
revi sed, Al aska extended sentences significantly. That has
increased the length of tinme that inmates are spending in
the system They are not getting out as fast as they are
comng in. Additionally, there has been an increase in the
nunber of incarcerated pretrials. She advised that both of
those concerns could be addressed through policy changes.
O her states have made the decision to not spend as nmuch of
their budget on incarceration but instead at |ooking at
reduci ng sentences and increasing treatnent prograns outside
the facility. Ms. Knuth clained that it is essential to
stabilize the incarceration given the State’'s fisca
ci rcunst ances.

In the State’s master expansion plan, when the Departnent
i ndi cated sonme uncertainty whether they would continue to
need beds in Arizona, given the expansion as outlined, it
was because the Departnent could not determ ne future needs
and whether there would be an increase or a decline. She
suggested that it would be unfortunate to lock the State
into a 1200 bed facility if there was a way to stabilize the
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i ncarceration needs. She added that even if there were
adequate nunber of prison beds, the State would still need
700 nore jail beds and special need beds that are not
addressed by the prison proposal.

Ms. Knuth pointed out that the proposal does not include
transportation costs. She noted that when there are people
in Bethel who nmust show up for court appearances, that the

transportation need nust be addressed. It is for that
reason that Bethel needs to be expanded. She expl ai ned that
expansi on should have been done several years ago. The
needed expansion nunber is 400 beds, not 96. That nunber
was scaled back to just the jail beds by Cornell, and the
jail bed nunber is 96. Fai r banks needs 80 nore beds for
those inmates who are pre-sentenced or serving short
sent ences. Logistically, it is difficult to transfer an

inmate from Fairbanks to Arizona or Wittier to serve a
three or four day sentence.

Ms. Knuth enphasized that the proposed |egislation does not
neet statew de needs and suggested that it was “overbuilt”.
The Departnent sees a need for about 500 nmedium security
prison beds. The legislation would be locking the State
into 1200.

On the issue of governnent-to-governnent, she voiced concern
that Whittier is a small community and that it does not have
the infrastructure and expertise to "stand on it own two
feet" through the transaction. \Whittier has never taken on
a project of this size and they would be forced to rely on
out si de resources. In a town with a population of 182, it
is not likely that the State of Alaska would have a
gover nnent -t o- government rel ati onshi p. She sensed that the
State would have a superficial relationship with Wittier
and would need to apply to other experts for negotiations.
Ms. Knuth stressed that it is the private party, Cornell,
that has the vested interest. The venture would not be cost
effective for the State of Al aska.

Ms. Knuth rem nded nenbers that the Anchorage jail project
is comng on line. The Minicipality of Anchorage had enough
resources to be concerned about what they wanted. The State
was able to work with Anchorage as a team She reiterated
that the Anchorage jail was an inpressive facility and was
the result from negotiations and planning, needed for any
facility, especially one that is three tinmes the size of
Anchor age.

Ms. Knuth pointed out that there are other problens wth
VWhittier regarding the infrastructure needed to support a
prison that size. Their water and electric capacity is not
known. They do not have the popul ati on base from whi ch they
would be able to hire correctional officers, teachers or
medi cal personnel to run the facility. She added that there
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are other communities such as Metlakatla that would like to
be considered for a proposal such as this. That community
believes that they could be conpetitive and that they have a
relationship with the Bureau of Indian Affairs (BIA)
currently established. That relationship with the federal
governnment coul d nake them conpetitive because they woul d be
able to qualify for subsidized federal funds. She commented
that in ternms of a conpetitive process that would nake sense

for the State. It would behoove the Comnmttee to open the
bill up to allow other comunities to express their
i nterest.

Ms. Knuth nentioned that the State has significant concerns
regarding the conpetitive bidding process. She reconmmended
deleting |anguage on Page 2, Lines 22 & 27, which states
that the procurenent requirenents of that subsection are
satisfied by the Cty of Wittier in exercising its powers
to procure. The concern for the State is that the Cty of
VWhittier is able to achieve and protect its interest through
the procurenent process. She stressed that the State of
Al aska has extrenely vested interest and those interests
need to be protected. Using the State procurenent code
woul d al | ow t hat.

Ms. Knuth pointed out that references had been nade to the

Inter Governnental Agreenent (IGA). The problem wth
relying on the I1GA is that in terns of effectiveness, the
State does not know and will not have the resources to know

how much these services ought to cost such as building a
fence around the facility. The conpetitive bidding process
is cost based. That is the process that the State uses

That process has proven to be a significant grantor of cost
ef fecti veness.

Ms. Knuth pointed out that the cost listed by Cornell is $91
dol lars per day. That nunber does not represent the 18-20%
cost savings over what the State’s cost of running the sane
facility as proposed here.

Co- Chair Mul der thought that the State's capital costs were
not the sane.

Ms. Knuth replied that would be if the State were building a
1200 bed facility as opposed to expanding the existing
facilities. She suggested that nore would be |ost because
it will expand the “econony of scale”. If the State could
use a 1200 bed facility, and they built it and ran it, then
Al aska could do it for $4 mllion dollars a year |less than
the anount of noney authorized through the legislation for
Cornell. The figure that is used in the legislation for the
State nunber is the current average per diem rate for all
State facilities. |If the State ran a 1200 bed facility, it
could beat its own average per diem rate because of the
econony of scale.
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Co- Chair Mul der agreed. He asked if that $4 mllion dollars
| ess woul d include the operational costs.

Ms. Knuth offered to provide that information. She added
that the cost of care in Palnmer and Cook Inlet, which are
the State’s largest facilities, is $65 dollars a day when
you exclude the itens that are excluded in HB 498. Those
excl uded itens are pri soner care, maj or medi cal ,
prescription nedical, and transportation costs of the
prisoners. She noted that M. Prewitt suggested that those
dollars would total over $15 dollars or less a day, when in
reality, they are over $30 dollars a day. Major nedical per

inmate per day is $17 dollars. The indirect costs would
total $32 dollars a day. The cost of care in Palner is $65
dollars a day. If the State were operating a 1200 bed

facility, the State could do better because of the econom es
of scal es.

Vice-Chair Bunde inquired why the State was not currently
running a 1200 bed facility if it were that nuch cheaper.

Ms. Knuth replied that the Departnment does not believe that
there is a population that warrants or justifies that size
facility. There needs to be nore regional beds. If an
inmate were going to be sentenced tonorrow in Bethel, they
woul d need to be in Bethel.

Co- Chair Mul der thought that the concept of a jail with a
| arger central facility was sinply a larger jail. He
advised that it appeared that the Adm nistration has gone
along with the concept of a larger jail as opposed to a
central facility. He was trying to understand why that was
preferential. He felt that the costs would not warrant it.

Ms. Knuth explained that the jails are overcrowded. The
pl aces highlighted in the account sheet, indicate inmates
that cannot go el sewhere. People with remarkably short
sentences are being transported to Palner. Pal ner 1is
supposed to be a facility for sentenced innates. The
handout indicates that the Palnmer nedium correctional 1is
hol ding 130 un-sentenced innates. Those are people that
belong in jails and there is not enough roomin their | ocal
jails for themto be housed. OQur court system has said that
defendants have a right to appear at their trial and
sent enci ng. If a three-day sentence were about to occur,
that would be difficult.

The Departnent of Corrections has 30,000 bookings a year.
Qut of that, within the State there are 2,894 beds currently
being used and 700 beds in Arizona. There are 3,500 beds
filled with Al aska inmates. The 30, 000 bookings that cone
through the facility represent a large volune of people
staying for a very short tinme. Those people need to be in
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the jails and cannot be sent to Arizona or a prison in
Vhittier. It does not make econonmic sense to take soneone
with a three or four day sentence and pay the airfare to get
them from Bethel to where there is a larger facility. Each
day, the nunber of inmates is conbed, |ooking for those that
have a |longer than 10 day sentence. The average |ength of
sentence for people in Arizona has dropped dramatically.
Anybody that has a sentence longer than a year would be
eligible to go to Arizona. They are released directly from
Arizona back into their comunities. She stressed that
prisons are bursting at the seans.

Represent ati ve Hudson requested a si de-by-side conparison of
all the nunbers being presented. He asked the nunber the
Department would recommend for a facility and if the
facility would need to include a pre-trial area. He
admtted that he was confused.

Representative Davies agreed that a side-by-side conparison
woul d be hel pful. He added that the current conparison was
an "apples to oranges" conparison. He added that there
needs to be a conparison of the option of having a |onger-
term incarceration regional facility versus having inmates
in a centralized facility. He recommended that the bigger
policy choices should be separat ed.

Ms. Knuth recommended that one way that could happen would
be to take the summary sheets fromthe handout and to circle
the 217 beds from Pal ner and the 256 beds from Kenai. Those
are the two prisons that the Admnistration wants to expand
to create room for the long-term sentenced defendants.
That nunber is 473 and then you can add the anticipated
growth rate.

In response to Co-Chair Milder’s recomendation that the
Ari zona conponent be included, Ms. Knuth explained that the
nunber was based on bringing hone the Arizona inmates. She
added that there are about 735 inmates in Arizona, and
reiterated that the Anchorage jail would soon be opening.
That would allow the State to bring enough inmates hone,
that by June 30", the nunber would decline to 585. That is
t he nunber of prison beds needed. She noted that 256 woul d
go to Kenai and 217 would go to Pal ner. There would be
special beds at the Pt. MKenzie farm and the Seward Spring
Creek facility. Pt. MKenzie and Seward Spring Creek woul d
not be a part of the prison system It is the Palnmer and
Kenai beds that represent the pool.

Co-Chair Ml der questioned that supposition. Under the
proposal, “increasing capacity at WIdwood woul d enabl e the
Department of Corrections to keep up with the grow ng nunber
of prisoners and perhaps bring hone sone prisoners from out
of State”. He believed that the supposition was that the
Department may or may not bring people back from Ari zona.
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Ms. Knuth argued that the Departnent of Corrections would
never "look a bed in the nouth". If that is how the State
wants to spend noney, then filling every bed coul d happen.

Co-Chair Miulder inquired how many inmates at the Bethel
facility were from Fairbanks.

Ms. Knuth did not know but offered to provide that
i nformati on.

Represent ati ve Davies and Co-Chair Mil der requested that the
Depart nent provi de t he Comm ttee wth si de- by-si de
hi ghl i ghting points of concern.

Ms. Knuth requested clarification on the specifics.

Representative Davies recogni zed that a pre-sentencing need
exi sts and asked to see:

. The shortage nunbers;

. I nformation on the nedium and | onger-need inmate
needs;

. Building a larger facility in Whittier scale and

would that be cost effective using the State’s
econony of scale.

Representative J. Davies requested that the trade-offs
be highlighted. He thought that should be a reasonable

policy question. He requested a conparison of the
policy options and costs associated and those policy
choi ces.

Representative J. Davies thought that the best system would
be one in which the person that needs to go to jail would be
placed in their local area so that the transition back into
the community could be nore snooth. He recommended seeing
the full-up costs.

Co-Chair Ml der disagreed, comenting that not everyone
agrees that the inmates should be located in close proximty
to their communities. He clainmed that the Legislature has a
hi gher "sensitivity" than nost of the Al askan public to that
concern.

Ms. Knuth referenced the expression that Wiittier was 100%
behind the process. She pointed out that there is a
process, which the community has not yet gone through, where
the comunity learns what is being proposed and what it
woul d | ook |ike.

Ms. Knuth addressed the expense of the project. At $90
dollars a day, tinmes 1200 inmates, tines 365 days, would

House Fi nance Committee 8 03/ 28/ 02 1:48 PM



equal a $40 nillion dollar a year piece of |egislation.
Over the 25 year Ilife of the proposed contract would
generate $985 mllion dollars. She underlined how
conplicated that is. That would be the |argest anount ever
awarded in the history of the State.

CHARLES CAMPBELL, JUNEAU, advised that the difference
between a private correction and a public correction is the
goal. The goal of a public facility is to try to enpty the
beds, while the goal of a private facility is to keep the
beds full.

M. Canpbell advised that the |legislation proposes the
bi ggest contract in the State’'s history, which he assuned
was a bad idea. He advised that nost correctiona
professionals in the State that know about the situation,
realize that this is bad |egislation and do not support it.
He added that Senator Lyda Geen’'s bill, SB 231, was a
superior approach to addressing the Alaska prison based
needs and probl ens.

M. Canpbell stated that the bill would not acconplish the
needs of Al aska. The thought of a with 1200 bed prison in
an inaccessible location with inexperienced and marginally
qualified officers and no | aw enforcenent back up near by,
iIs very worrisone. He voiced <concern wth the
qualifications of the staff and noted that Cornell would
have a difficult tinme recruiting a conpetent staff of
officers and in addition would have a nore difficult tine
trying to keep their staff. The annual turnover rate in
private prisons across the country has risen to 53%

If the legislation passes, M. Canpbell stated that it would
create a huge | egal headache and enbarrassnment for the State
of Al aska. He acknow edged that the Cleary ruling has been
overturned but he thought that could suddenly change. The
principle ruling remains in place, as does the State
Constitution.

M. Canpbell did not agree with M. Prewitt in contending
that a private prison wuld be the best place for the
Departnent of Corrections to center the State’s correctional
efforts. He advised that corrections happen better in snal

facilities than they do in the |arger ones. The [ ack of
infrastructure in Wittier would make it inpossible to have
a professional correctional program The size of the

facility would make it worse.

M. Canpbell stated that the biggest need is to bring the
of fenders back from Arizona. The bill proposes a |ocation
in which the inmtes would still be inaccessible to their
famlies and their conmunities.
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M. Canmpbell noted that Al aska is one of the few states that
still have a viable correctional system Many other states
are basically “warehousing” prisoners. He clainmed that
Al aska could continue to have a better system when it is
clear that the staff and not the inmates are in charge. M.
Canmpbel | enphasi zed that Senator Geen's bill offers a
responsi bl e and reasonable nmeans of doing that with seven
comuni ties addressing their individual concerns.

M. Canpbell stressed that it is “very wong” that an
essential public service be given to a profit making entity
when the goals of that entity are in conflict with the
State’s m ssion.

TAPE HFC 02 - 69, Side B

M. Canpbell added that private prisons have never served
the public well. They have a fatal flaw and serve a
conflict of interest, because the focus has to be on the
profit margin rather than on the effectiveness of the
program He indicated that wth HB 498, mllions of dollars
woul d be | eavi ng Al aska.

Representati ve Hudson asked if M. Canpbell had ever been or
evaluated a Cornell operated or conparable private operated
prison.

M. Canpbell responded that he had not. He added that an
“exenpl atory” system is never seen anynore. He added t hat
the facility in Arizona is one of the better private
prisons. |If a business nust be careful of the bottomline,
they always cut corners. He reiterated that he had not seen
a Cornell prison facility.

Representative Hudson stated that HB 498 neasures a Cornell
system He added that the State is interested in trying to
i nprove the corrections systemin Al aska.

PETE HALGREN, CITY ADM NI STRATOR, CITY OF DELTA, indicated
that the Cty of Delta has no position on the advisability
of a prison at Whittier. He advised that Delta Junction has
its own lawsuit settlenent obligation arising out of the
previ ous prison proposal. M. Halgren noted that the Cty
of Delta Junction has already paid $100 thousand dollars and
has an additional $1 million dollar obligation due in three
nonths for the prom ssory note. Delta does not have the
noney to pay that obligation and cannot raise it.

Co-Chair Mul der noted efforts nmade to |lighten the burden for
the Gty of Delta Junction.
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M. Hal gren voiced his appreciation, however, added that the
underlining federal statute thoroughly precludes the use of
inpact funds for anything prior to that concern. He
stressed that the Cty of Delta, currently, has no way of
usi ng any potential grants that are on the horizon.

Co- Chair Ml der understood and noted that they had net with
those individuals to reflect that concern

MAYOR JOHN W LLI AMS, KENAI, commented that it is the State's
responsibility to incarcerate and protect crimnals and to
address and admnister the | aws. Phi | osophi cal ly, Mayor
WIllians noted that he opposes the issue of private run
jails. He stated that HB 498 has the sane problens that it

had when Kenai was being considered. It would be difficult
to oversee the concerns in such an isolated area and that
much of the noney would |eave the State of Al aska. The

| ocation of Whittier has a lot to be desired.

Mayor WIllians addressed the issue of multiple prisons
t hroughout the State. He noted that many people in Al aska
support Senator Lyda Geen’s bill, which would take care of
many of the problens and questions through smaller prisons.

He spoke to the existing infrastructure. |If you can add on
to the existing infrastructure, then that which is available
could be taken advantage of, and that action which would
save a considerabl e anount of noney. Mayor Wl ianms added
that the personnel problens would then be handled nore
efficiently. He noted that he did support a snaller, State
run facility and recommended that the issue be put to rest.
The State of Al aska has been involved in this problemfor so
| ong. He added that during one of his previous testinonies,
the question was asked if the comunities were against
prisons. He explained that the comunities are not agai nst
State run prisons but they oppose privately run prisons.

Co-Chair Mul der asked if Mayor WIIlians was aware that under
the approach of the Admnistration, the increased cost to
the State would be over $30 million dollars per year. He
war ned that was the amount of revenue sharing and nuni ci pal
assistance. He asked if their community would be wlling to
give that up for the sake of having a regional plan. He
indicated that these are “real considerations” that need to
be made by the Legislature.

Mayor W I lianms advised that he would not be willing to give
up nunicipal assistance and revenue sharing but would be
willing to pay an incone tax and cap the dividend fromthe
per manent fund. He stated that in regards to the $30
mllions dollars, the State currently spends $20 nillion
dollars in Arizona per year. An additional benefit to the
State would be that an extra $10 mllion dollars would be
spent within the communities that need that kind of econom c
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devel opnent . Mayor WIllians stated that there are answers
to all sides of each question.

Representative Davies voiced concern with the nunber being

“t hrown around”. He noted that it is not an “apples to
appl es” conpari son. The Admnistration’s nunber s
attenpting to solve sone other problens as well. He

reiterated the need for the spreadsheet.

STEVE SWEET, FAIRBANKS, voiced his opposition to the

| egislation and building a private super prison. He
coomented on the wear and tear to the road system in
building such a facility. He noted that he was a heavy

equi pnent operator and had worked on the Haul Road and seen
t he damage done from heavy |oads. The volunme and equi pnent
involved in building a super prison would be huge. After
the prison was built, the State would have to up grade the
road to a four-lane road to accommopdate all the people that
woul d work in the prison. He pointed out that it costs $1
mllion dollars per mle to upgrade a road.

M. Sweet added that there is currently no place to live in
Whittier, so the roads would be greatly inpacted. The
threat of avalanches is present all of the tine and nmany
peopl e have been killed in that stretch of road already.
Citizens have already voted 3-1 against the private prison
in three cities so far.

M. Sweet stated that he did not want to support a
multimllion-dollar conpany that would | ower the standard of

living in Alaska by saving noney using cheap | abor. He
clainmed that cheap | abor would be the only way that Cornell
could make noney. It nmakes economc sense to expand

existing facilities throughout the State.

M. Sweet disagreed with coments made by Co-Chair Ml der
that the people of the State do not care where the prisoners
are | ocat ed. He agreed with Representative J. Davies that
it is healthier for those inmtes to be |ocated close to
their communities and famly support when in prison.

JOHN DUFFY, BOROUGH MANAGER, MAT-SU, voiced opposition to HB
498. He added his support for Senator Geen's bill, SB 231.
He noted that he was concerned that HB 498 would redirect
revenue and attention away from public owned and operated
commercial facilities throughout the State.

M. Duffy added his concern that there are not true

regul ations concerning the operations, security and
managenent of private prisons in the State. Those
regul ations should be put in place first. If a private

prison is to be considered, then an open and conpetitive
process shoul d be used to sel ect the operator.
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M. Duffy noted that there nust be a request for
qualifications by the city of referral. That needs to be
one of the on-going steps of the procurenent process. It is
inportant to determ ne what type of qualifications needs to
be in place. It is inportant that qualification
requirenents be in place that considers audits, prior
experience and rmanagenent approval.

M. Duffy noted that he preferred the regional approach
where the economc inpact is shared throughout the State of
Al aska. There are a nunber of communities that have voiced
their support for the regional concept, the preferred
alternative.

JI'M LECRONE, PUBLI C SAFETY EMPLOYEE ASSCOCI ATI ON, ANCHORAGE,
voi ced support for SB 231 and opposition to HB 498. He
acknowl edged that no one could argue against Wittier’s
econom ¢ need. There is no logical tie between that need
and the State’s need so far as the correctional institutions

are required. Every single time that the voters in the
State have been given a choice, they resoundingly vote
agai nst private prisons. Privatizing an inportant public

safety function makes no sense.

M. LeCrone rem nded nenbers that in 1977, the Legislature
enacted a statute creating the Police Standards Council. In
1988, the Departnent of Corrections was placed under that
statute and they rule on standards for selection, training
and certification of correctional officers. He cauti oned
the Committee to hold Cornell to that standard and not to a
| esser one.

He added that the fiscal notes to the bill suggest that the

contract woul d spend nearly $1 billion dollars over 25 years
and would be the largest single contract in the State’'s
hi story. He warned that the Legislature should nove

cautiously when entering into a contract with a corporation
that is involved in no less than five lawsuits with their
st ockhol ders.

Co- Chair Mul der asked about M. LeCrone’s statenent that the
voters had rejected overwhelmng private prisons three
tines. He asked which city rejected it besides Delta and
Kenai .

M. LeCrone noted that Wangell had a vote, in which 70%
voted against the private prison

DON VALESKO, PUBLI C EMPLOYEES #71, ANCHROAGE, noted that he
has sat on the privatization conm ssion that the Legislature
authorized a few years back. On the Comm ssion, it was
reveal ed that over the past ten years, the State has turned
over quite a few of its functions to the private sector and
during that time, the State has seen the largest increase
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expense in the rate of governnent doing business in Al aska.
The term that privatizing sonmething is going to save the
State dollars is a fallacy. He noted that he had serious
concerns that privatizing a governnment function is norally
wWr ong. To privatize housing, care and rehabilitation of
prisoners does not nake sense. He questioned where
privatization saves noney.

M. Valesko reiterated that privatization would save noney
on the backs of the working people. He thought it was w ong
for the Legislature to say that they want to |ower the
standard of living for the people of Al aska.

M. Valesko indicated that SB 231 would expand prisons.

That bill would bring prisoners back to Al aska from Arizona
and put them in comunities where they have a support
comunity. It would allow for construction at reduced costs

and personnel costs would be | ess.

M. Val esko addressed the nunber of aval anches that happen
each year going into Wittier. Most of the enployees for
Cornell would live in Anchorage. He asked if the Commttee
could imgine a prison where the roads would be closed
because of an aval anche and the existing staff on board in
VWhittier woul d have work day and night during that tine. He
asked who would run the prison. There would not be enough
rested staff to do the work. He asked if the Legislature
was willing to comnmt the dollars to fix up the road between
Anchorage and Whittier.

M. Valesko reiterated his support for Senator Geen's
prison bill and concluded that community support is non-
exi stent for any private prison.

DEE HUBBARD, ANCHORAGE, voiced strong opposition to HB 498.
She warned that currently, there are no existing statutes or
regul ations that govern private prisons. There use to be
but in 1986, the corrections title was rewitten and all the
references to private prisons were deleted. Since there are
no laws, the State would have to go on whatever the private
agreenent was.

Ms. Hubbard spoke to the contract that Cornell had presented
to the State. The State would be paying for all of the
beds, whether they are filled or not. That is called “take
or pay basis”. The take or pay rate nust be acceptable to
Cornell and advance paynent is required. A bond trustee
woul d be appointed because the City of Wittier would have
no responsibility for the bond. The bond wll reflect that
it would be paid by the bond anount. Under warranties of
the Cty of Wiittier, the facility would be established as
an adult, nediumcorrectional facility to house inmates from
in Alaska, the federal governnent and other governnental
entities that may wish to house inmates in the facility.
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She stated that neans that Cornell could “go shopping” for
i nmat es wherever they want because the State has no |aws
which indicate that we wll not accept out of state
prisoners. The Gty of Wittier would cooperate wth
Cornell to accommodate any other sources of inmates, which
Cornell may identify. That could allow for an additional
expansion of the facility. The State would not be invol ved
if the facility were to be expanded or not, it would be up
to Cornell. Cornell and Wiittier would cooperate with each
other to seek reinbursenent of their planning and pronoting
expense. She suggested that the “pronoting” expenses woul d
be their |obbying costs. In other words, Cornell and
VWhittier are going to be reinbursed for every expense since
the time that they began tal king about the plan in Cctober
2001.

Ms. Hubbard stated that if the Cornell agreenment 1is
termnated for cause, the State still has to nake paynent.
There are only two-sub sections in the entire agreenent
where it states that if there is a conflict between the
agreenent and the I1GA, the terns of the | GA shall control

Ms. Hubbard pointed out that the forner CEO of Cornell, M.
Logan, had a conference in October and was asked about the
|npact of Sept enber 11" He stated that since Septenber

there is a helghtened focus on detention. He comrented
that it would cause nore people to get caught and cl ained
that was positive for the industry. He added that in the
United States, there are over nine hundred thousand
undocunent ed individuals of Mddle Eastern descent and that
popul ation is being targeted. He noted that the federal
business is the best business for Cornell and the events of
Septenber 11'" are increasing the |evel of business. V5.
Hubbard thought that statenent indicates the noral problem
that many residents in Al aska have with Cornell

Ms. Hubbard questioned if enough fiscal notes had been
submtted for the legislation. She enphasized that she did
not support the “marriage” of a public and private prison
bill. M. Hubbard asked if the $90 million dollars that was
del eted from the operating budget was intended to cover the
costs associated with the proposed bill

FRANK SM TH, KANSAS, commented that there were few true
connents made by Mayor Butler of Wittier. He added that he
was “out raged” by comments made by M. Prewitt. There were
few factual statenents in Mayor Butler’s testinony. M.
Smith thought Whittier was a terrible place to put a prison.

M. Smth stated that he had visited both private and State
owned prisons throughout the country. He noted the need for
prisoners to be near their famlies. M. Smth indicated
that he had done research regarding prisoners being near
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their comunity. The recidivismrate by the prisoners not
| ocated by their famlies and communities is nuch higher.

M. Smth addressed how all of the Cornell prisons have been
run and the |egal trouble that those prisons are
experienci ng throughout the country. He warned that Cornel
has a bad history and reputation.

TAPE HFC 02 - 70, Side A

MARVIN W EBE, CORNELL CORPORATION, VENTURA, CALIFORNI A,
offered to answer questions of the Comnmttee. He noted that
he does not believe that the Governor intends to close five
private prisons in the State. He clainmed the information is
not yet rel eased.

Co-Chair Mil der asked if there were any particular points
raised that M. Webe wanted to respond to.

M. Webe comented on the ethics of corporations in
general . He acknow edged that there is a sense that there
is no basis for the private operation of a prison. M.
Webe noted that he had been working for 28 years in the
private correctional center business. He pointed out that
the federal governnent is enbracing the private correctiona
pl ans. The primary source of national strength is private
operat ors.

M. Webe added that specifically, he was addressing one
recent study in the Arizona operations. It was noted that
after three or four years of operation, over $5 nllion
dol l ars had been saved, indicating a 12% savings. He added
that those prisons were run as well as any prison throughout
the State. He added that nationwi de, there is a $50 billion

dollars shortfall in state budgets over the next year. The
state governnments do not have a lot of options on how to
deal with that shortfall. He suggested that the cost of

| abor shoul d be considered. He acknow edged that there is a
difference in | abor costs for a private and public facility.
M. Weibe acknow edged that Cornell had been criticized by
payi ng | ower wages to enployees. He clained that the wages
are not consistent in the market place and that those are
the i ssues which need to be addressed.

DAVI D KATZEEK, JUNEAU ALASKA NATI VE BROTHERHOOD ( ANB), CAMP
2, JUNEAU, noted that his famly settled in this |and. He
pointed out that the majority of the prisoners in the State
of Al aska are Native Al askans. The fundanental thing that
Al askan Natives have is the way in which they address one
another. M. Katzeek comented that the testinony presented
has provided many nunbers, however, he asked how many
| eaders have heard the cry of a person incarcerated. He
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asked how does one know the frustration, rage, anger, and
resentnment that cone on the land those people settled |ong
before any other people. The issue is not to place any
burden on anyone. It takes |leadership to do what the
maj ority m ght say you should not do.

M. Katzeek noted that back in the late 1800's, people
called Al aska, Seward’ s folly. Evidence is built all the
time on why sonething should not be done. There is an
opportunity for the |eaders of Alaska to face the issue.
The need is that the Alaska Natives, the citizens of the
State who are being incarcerated, have a right under the
Constitution to be rehabilitated. He clained that issue is

not adequately being addressed. The recidivism rate is
hi gh, and that 96% of the people that end up going back into
jail have problens with alcohol and drug abuse. He
acknowl edged that the public also needs to be saved. He

clainmed that safety does not rest in building bigger prisons
but in rehabilitating the inmtes with treatnent efforts.
M. Katzeek agreed that an additional need was one of
respecting finances. He concluded that what needs to be
shoul d be handl ed t hrough Legi sl ative | eadership.

M. Katzeek urged that the cry of the Native people be
heard. He believed that this is the opportunity and voi ced
hi s appreciation for the proposed |egislation.

Co-Chair Mul der acknowl edged the need for appropriate

prograns for the Natives. He noted that he and
Representative Kapsner had visited the facility in Arizona
and that the progranms there were good. Co- Chair Mul der

bel i eved that those prograns as well and nore variety could
be addressed in Al aska. He encouraged M. Katzeek to work
with Cornell to develop a strong foundation for that type
program

HB 498 was HELD in Commttee for further consideration.
#

ADJ QURNVENT

The neeting was adjourned at 3:41 P.M
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