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FISCAL NOTE

STATE OF ALASKA Fiscal Not* Number
2001 LEGISLATIVE SESSION BiH Version: H B 149
() Publish Data:

Revision Date/Time (Note if correction): Dept Affected] Revenue

Tide;. M private Prison IN Kenal . Revenue Operations
Component Treasury

Sponsor Representative UN1ENAUIT
Requester  House State Affairs Component Number 12

Expendttures/Revenuat (Thousands o+ Dollars)
Note: Amounts do not Include Inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services

Travel 20.0 10.0

Contractual

Supplies

Equipment

Land & Structure*

Grants & Claims

Miscellaneous
TOTAL OPERATING 20.0 10.0 0.0 0J0 (0]0] 0J0

ICAPITAL EXPENDITURES | | | | | |

ICHANGE IN REVENUES ( )y | | | | |

FUND SOURCE (Thousands of Doiiers)
1002-Federal-Receipts-
1003 GF Metch
1004 GF L 20.0 10.0
1006 UF/H/dflta/rt KeceJW
1037 GF/Mentel HsaRh -
Other (Specify Type)
TOTAL 20.0 10.0 0.0 0.0 0.0 0.0

— L o 'k . .

Estimate of any currant year (FY2001)oost 0.0

Prepared by. Dcvcn Mitchell, State Debt Manager Phone 465*3750
Division Treasury Date/Tlma March 14. 2001, 1 p.m.

proved by Lorry Perslly, Deputy Commissioner Date 03/14/2001
Aflency Department of Revenue

For dwibutfon Informretion, cel the CovarroTo LagvdMine Office
Paoa 1 of 1.



Department of Revenue
Fiscal Note for HB 149

This legislation authorizes the Department of Corrections to enter into an agreement
with the Kenai Peninsula Borough to lease facilities for the confinement and Cale of
prisoners. The lease would be for at least 20 years and provide at least 800

beds with no limitation on cost of the facility or cost of prisoner CdIE, The lease must
provide for an agreement between the Kenai Penninsula Borough and &Hr B third-
party contragtor to construct and operate the facility. The legislation [ N0
requirement 0 use tax-exempt financing, no maximum:|ease ter, N0 maximym annual
lease payment amount, gnd n imum project size Neither Cﬁ"ar SOr numr of
prisoners 0 be houseddl the ?ﬂnﬁﬁl

The bill as drafted would make it quite unlikely that the facility could be financed on @
tax-exempt basis. This means that any financing will cany interest rates approximately
2% higher than rates the state normally pays for financing public facilities. Based on the
project estimates of $60 million to $125 million, paying a taxable rate of irlterest would
increase the cost of the project financing from $16 million to $32 million. Nordes to
minimize the cost to the state (reducing interest expense), the legislation should
redrafted in a way that would permit the use of tax-exempt financing. The current draft
does not sufficiently circumscribe the role of the private third-party contractor to permit
the boropgh to comply with "private use™ and "management contract" guidelines of the
Internal REVENUE service.

Additional concerns that should be addressed:

* No maximum capital expenditure for the facility is established.
* No maximum lease term is specified.

* No maximum lea™ i payments are identified.

While the state's lease payments will be the security for the bonds, there it? no specific
provision for the State Bond Committee to participate in structuring the financing. The
state's credit is involved as purchasers of the bonds look to the underlying source of
revenues for bond payments when determining ng(. As the source of revenues will be
the lease payments of the state to the borough the "credit trail" leads to the state and Its
ability to make future lease payments. The foundation upon which the state has built
credit ratings has been the centralized control of the state's credit through the State
Bond Committee. To the extent we deviate from this policy, continued strong ratings of
the state become more difficult to retain.

Accordingly, similar to the Anchorage jail transaction, it is anticipated that the State
Bond Committee will actively participate in structuring the transaction with the Kenai
Peninsula Borough. The $30,000 in the fiscal note is to cover the state's expenses in
this transection.



FISCAL NOTE
M U AR sesson - oo e s
(H) Publish Date: /2/00

Dept. Affected: CORRECTIONS

Title: An Act relating to correctional facility space arid BRU: Administration and Operations
to authorize the DOC to enter into agreement....... Component: Office of the Commissioner
Sponsor:

Requester: State Affairs/ Finance Component Number: 604

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include Inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Personal Services 71.0 71.0 71.0 326.0 2550 255.0

Travol 5.0 5.0 5.0 5.0 0.0 0.0

Contractual 85.0 75.0 75.0 05.0 90.0 90.0

Supplies 15 15 1.5 66 0.0 0.0

Equipment 3.0 0.0 450 . 0.0 00

Land & Structures

Grants & Claims

Miscellaneous 1%&(}6 4775 4775
TOTAL OPERATING 165.5 152.5 197.5 ) . 8225 822.5

[CAPITAL EXPENDITURES | m |

CHANGE IN REVENUES ( ) l... ! | I |

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF 165.6 152.5 107.5
1005 GF/Progrem Receipts

1037 GF/Mental Health

(Thousands of Dollars) n

1,637.9 822.5 822.5

Other (Specify Type)
TOTAL 165.5 152.5 197.5 1,6370 022.5 822.5
Estimate of any current year (FY2001) coat: 00

Check this box (X) if funding for this bHi la included in the Governor's FY 2002 budget proposal:

POSITIONS

Full-time 1 1 1 10 10 10
Part-time

Temporary

ANALY8IS:  (Alltcfi a »#p*rsf* [Eg* Hnectsery)

This bid alio*? the Commissioner of the Department of Correction* to enter Into e t wenty-Veer agreement predicated on an
agreement with e private third-party contractor who w* construct sod operate the faddy by providing for custody, care, end discipline
for perron* held by the commissioner of correction* under authority of state taw. The agreement must be for a minimum of C00
prison bed* and contain lerme providing the commIMloner of correction®* may terminate for cause, and the commieeiooer may not
enter into an agreement with an agency unable to provide or causa to be provided a degree of custody, care, and discipline simitar to
that regored by the laws of Alaska.

DOC wM require e Long-term Project position- FacWiei Manager | \binterface wHh the local government projeet during design and
construction phaset snd through 1st year operations. Position costs *71.0 per year through PY2005 end an addltonal $14.5
of support costs for FY2002 end $11.5 for FY2003-2005.

(CONTINUED ON PAGE 20f 2)

Prepared by:
Division

Phone 465-4652
Date/Time 3/14/2001 3:46PM

Candace Brower
Administrative Services

Approved by:  Margaret M. Pugh, Commleeloriar Date 3/14/01
Agency Department of Correction®
. ) For distribution information, cel the Governor* Leplslellv* Office
(rjitoodion') Page 1 of 2

COMMITTEE COPY



House Bill 149

“An Act relating to correctional facility space and to authorize the DOC to enter Into agreement..."
Publish Date: 2/26/0L

Page 2

As Corrections Group North has noted, "Management problems in private prisons arc the result of poorly
drafted contracts [and] lack of oversight.” The Department of Corrections (DOC) requires funds to enable
the Agency to hire a professional who will negotiate the necessary prisoner care and operational contracts
with the Kenai Peninsula Borough and its third party Representative. These contracts arc to ensure they
provide a degree of custody, care, and discipline similar to that required by the laws ofthis state. Estimate
approximately S18S per hour X 430 hours m S79.950 or $80.0. This is the estimated amount that the
Municipality of Anchorage spent on their contract negotiations for the New Anchorage Jail. The
Department assumes that all necessary contracts would be completed in FY2002.

The DOC also requires funds to enter into a professional service agreement for contract compliance
monitoring services for the new Kenai Jail. The DOC must be assured that the Third-Party Operator of the
facility complies with all of its contractual requirements to prevent and defend against potential litigation
and/or liability for the State of Alaska. Monitoring services would include development of the monitoring
instrument to include all aspects of correctional practice, on-going monthly monitoring, and reporting
requirements. The Department estimates approximately $100 per hour X 700 hours per year “ $70.0 per
year beginning in FY2003.

State oversight of the new Kenai Facility will require the following additional 4 Permanent full-time state
staffin the Department's budget for the life of the contract: (Assume that staff will begin work FY2005)

Two Probation Officer II's @ $65,0 per year “ $130.0

1 Nurse Il @ $65.0 per year

1 Internal Auditor 1 @ $60.0year

Support costs for 4 Positions @ $5.0 per position “ $20.0

Data processing equipment will be needed to support DOC oversight staff and to interface with the new
Kenai Jail with the Department's Management Information System. Data processing PC's, office
equipment, miscellaneous equipment including the WAN/LAN connection. S45.0 in FY2004

The DOC Transportation Section will require: four (4) additional Prisoner Transportation Officers based at
the Kenai Jail ($65.0 each X 4 w=S260.0) and one Officer in the Anchorage Central Office ($60.0); safety
and operating equipment for the five officers ($14.9 Total One-Time); a new Van to transport prisoners
back and forth from the Kenai Jail (§30.0 one-time); travel and transportation funds to move prisoners from
out of state to Kenai (one-time expenses of $688.0); travel and transportation costs to handle routine needs
at (he facility (annual expenses estimated at $12,500 per month X 12 months - $150.0); and contractual
services fund* for miscellaneous equipment to support new officers, such as radios and weapons. ($7.5).

Cost: $1,210.4 ($477.5 Annually starting in FY2005 and $732.9 One-Time in FY2005.)

The DOC cannot presently calculate the new contractual service fbnds that will be needed to pay for the
prisoner beds at the new Kenai Jail because sufficient information is not yet available. HB 149 only
addresses the need for 800 beds for a minimum of 20 years agreement. We cannot speculate what the
costs per day would bo for each ofthe 800 beds. Thus, we can only submit an indeterminate amount for
these services.



AMENDMENT

OFFERED IN HOUSE FINANCE BY: REP. ERIC CROFT
TO: CSHB 149 (FIN)

1) Page 2, Line 7 after "'index."" add
"It is also the intent of the legislature that the Department of Corrections not sign any

agreement for a private prison until the litigation regarding the Delta prison has been
finally resolved.”
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE CROFT

TO: CSHB 149(FIN), Draft Version "R"

Page 1, line 4:
Delete "within the Kenai Peninsula Borough'

Insert ""'under certain conditions""

Page 1, line 9, following "through a'™

Insert “"publicly or**

Page 1, lines 10-11:
Delete "'the Kenai Peninsula Borough for private'

Insert "'a public or private entity for'

Page 1, line 12, following "'state™:

Insert ""unless the state is able to provide those same facilities at a similar ccst™

Page 1, lines 12 - 13:
Delete "'a privately operated"

Insert “'that this competition to provide a public or private'

Page 1, line 14:
Delete "aprivate'

Insert "‘the"

Page 2, line 10, through page 3, line 12:

Delete all material and insert:
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"AUTHORIZATION TO LEASE CORRECTIONAL FACILITY SPACE UNDER
CERTAIN CONDITIONS, (a) The Department of Corrections may enter into an agreement
with a public or private entity to lease space within a correctional facility located within the
state that will house persons who are committed to the custody of the commissioner of
corrections. The department may enter into this agreement only after soliciting proposals
from public and private entities to provide the housing and after determining that the state
may not provide the housing at the same or a lesser cost in a facility to be constructed and
operated by the state. The agreement, if entered into, must provide that the state agrees to
lease the space for a minimum of 20 years.

(b) The agreement to lease to be entered into under this section is predicated on and
must provide for the public or private entity to construct and operate the facility by providing
for custody, care, and discipline services for persons held by the commissioner of corrections
under authority of state law.

(c) The authorization given by (a) of this section is subject to the following
conditions:

(1) the lease must have a minimum of 800 prison beds, and the lease payments
must be sufficient to cover

(A) the cost for the development and construction of the facility; and
(B) the operating costs for a minimum of 800 prison beds in the
facility.

(2) the agreement to lease must contain terms providing that the commissioner
of corrections may terminate the agreement if the commissioner finds that the entity has failed
to provide or cause to be provided the degree of custody, care, and discipline required by
terms of the lease agreement;

(3) the commissioner may not enter into the lease if the commissioner fmds
that the entity is unable to provide or cause to be provided a degree of custody, care, and

discipline similar to that required by the laws of the state.”



' 22-1.50436UU
Luckhau(SJt
44101

AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE CROFT
TO: CSHB 149(FIN), Draft Version "R

Page 3, line 16, following "Act."":
Insert ""This applicability section does not affect the authority of the commissioner of

corrections to designate the correctional facility to which a prisoner is assigned.”
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i

OFFERED IN THE HOUSE BY REPRESENTATIVE CROFT

TO: CSHB 149(FIN), Draft Version "R"

Page 2, line 3, following "'state'":

Insert "'but including the capital costs for construction of the facility, including debt

service"



Amendment

Offered in House Finance

CS HB 149 (FIN) Representative John Davies

Delete
Page 2, line 3-7

“outside the state) will be 18-20 percent less than the current
average per diem for all state facilities as reported to the federal
government for reimbursement purposes; should be approximately
$89 in current dollars; and from the passage of this Act, should be
adjust annually for changers in the cost of operations as measured by
the appropriate cost of living index ”

Add
Page 2, beginning line 3

“outside the state) will be 18 percent less than a comparable per diem
for a state facility built and operated in Kenai and should be
approximately $80 in current dollars.”



MPARTMINT OF COWHOTIONI
Cost of Car*
Arizona private vs. Ksnal private
vs. Ksnai state prison

ARIZONA Kanai Borough Ksnal Prison
Ln OUTOHTATf  In Private Oporated I'n flats Operated
oe»cwrnoN 7= cosToPQAM  Rdht COST OP CAM Notes COOT OP CAM
Private Coat Private Coat atats Cost Stats Cost
Design and Conafrtioflon Cot? $70,000,000.00 $100,000,000.00 .l $77,000,000.00 $110,000,000.00
Par-Olam Capitalization Coat Capitalization Coat Capitalization Coat Capitalization Coat Capitalization Coat
$2140 $3044 $2341 $3348 |
Par Dtem 9MJ7 $67.00 $88.86 2 $68.62 $68.62
Inmate Program* InoL In Contract InoL In Contraot Inol. In Contraot $2.66 $166
mubtotelt 884.87 $16.00 $81.00 $6246 $10136

Par dlam rata 17cava 11% ovar State'a ooata $78.71 $83.14



Amendment

Offered in House Finance

CS HB 149 (FIN) Representative John Davies
Delete
Page 3, line 12

“custody, care, and discipline similar to that required by the
laws of the state.”

Add
Page 3, line 12

“custody, care, and discipline similar to that required by the
laws of the state, and that the correction employees shall meet the
hiring standards of the correction officers of the State of Alaska.”
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CS FOR HOUSE BILL NO. 149(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES CHENAULT, Green

ABELL

FOR ANACTENTITLED
"An Act expressing legislative intent without tw* force of law regarding correctional
facility space; relating to correctional facility space; authorizing the Department of
Corrections to enter into an agreement to lease facilities for the confinement and care of
prisoners within the Kenai Peninsula Borough; and providing for an effective date."

BE IT ENACTED BY THE LEGISL ATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:

LEGISLATIVE INTENT. It is the intent of the legislature to secure additional
correctional facility space through a privately operated correctional facility in Alaska. The
legislature expects the Department of Corrections to contract with the Kenai Peninsula
Borough for private prison services similar to those currently purchased for medium-security
Alaska prisoners in a private prison outsid'* the state. The legislature anticipates a privately
operated correctional facility will bring compeiitive management styles and operations to

Alaska. The legislature expects .hat the initial per diem cost at a private facility (excluding

- CSHB 149(FIN)
New Text: Underlined [DELETED TEXT BRACKETED]
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costs related to major medical, prescription medication, and transportation of prisoners and
other services excluded in contracts for Alaska prisoner care and custody in private facilities
outside the state) will be 18-20 percent less than the current average per diem rate for all
state facilities as reported to the federal government for reimbursement purposes; should be
approximately $89 in current dollars; and, from the passage of this Act, should be adjusted
annually for changes in the cost of operations as measured by an appropriate cost-of-living
index.

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to
read:

AUTHORIZATION TO LEASE CORRECTIONAL FACILITY SPACE WITH
THIRD-PARTY CONTRACTOR OPERATION, (a) The Department of Corrections may
enter into an agreement with the Kenai Peninsula Borough to lease space within a correctional
facility located within the Kenai Peninsula Borough that will house persons who are
committed to the custody of the commissioner of corrections. The agreement must provide
that the state agrees to lease the space for a minimum of 20 years.

(b) The agreement to lease entered into under this section is predicated on and must
provide for an agreement between the Kenai Peninsula Borough and one or more private
third-party contractors under which private, for profit or nonprofit third-party contractors
construct and operate the facility by providing for custody, care, and discipline services for
persons held by the commissioner of corrections under authority of state law. The
commissioner of corrections shall require in the agreement with the Kenai Peninsula Borough
that the Kenai Peninsula Borough procure one or more private third-party operators through a
competitive process similar to the procedures established in AS 36.30 (State Procurement
Code). The adoption, by the Kenai Peninsula Borough exercising its powers under
AS 29.35.010(15), of Ordinance No. 2000-59, for procurement of land, design, construction,
and operation of a facility on a request-for-qualification basis satisfies the procurement
requirements of this subsection.

() The authorization given by (a) of this section is subject to the following

conditions:

1) the lease must have a minimum of 800 prison beds, and the lease paymelr

must be sufficient to cover

CSHB I149(FIN) -2-
New Taxc Underlined (DELETED TEXT BRACKETED]
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(A) the cost for the development and construction of the facility; and
(B) the operating costs for a minimum of 800 prison beds in the
facility.

(2) the agreement to lease must contain terms providing that the commissioner
of corrections may direct the Kenai Peninsula Borough to terminate its contract with a private
third-party contractor operating the facility in accordance with the provisions of (b) of this
section if the commissioner finds that the private third-party contractor has failed to provide
or cause to be provided the degree of custody, care, and discipline required by terms of the
lease agreement;

(3) the commissioner may not enter into the lease if the commissioner finds
that the Kenai Peninsula Borough is unable to provide or cause to be provided a degree of
custody, care, and discipline similar to that required by the laws of the state.

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to
read:
APPLICABILITY. The provisions of AS 33.30.031(a) do not apply to an agreement
to lease a correctional facility in accordance with the provisions of sec. 2 of this Act.
* Sec. 4. Section 4, ch. 15, SLA 1998, and sec. 6, ch. 35, SLA 1999, are repealed.
*Sec. 5. This Act takes effect June 1,2001.

3- CSHB L49(FIN)

New Text Underlined (DELETED TEXT BRACKETED)



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number

2001 LEGISLATIVE SESSION Bill Version: HB 149
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Revenue

Title: Private Prison in Kenai ~BRU: ' Revenue Operations

Component: Treasury
Sponsor: Representative Chenault
Requester House State Affairs Component Number: 121

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel 20.0 10.0
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 20.0 10.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( H |

FUND SOURCE (Thousands of Dollars)
.002 Federal Receipts
1003 GF Match
1004 GF 20.0 10.0
luus Uh/i-rogram Keceipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 20.0 10.0 0.0 0.0 0.0

Estimate of any current year (FY2001) cost: 00
Check this box (X) if funding for tills bill is Included In the Governor's FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page If necessary)

See attached

Prepared by: Deven Mitchell, State Debt Manager Phone 465-3750

FY 2007

0.0

0.0

Division Treasury Date/Time March 14, 2001, 1 p.m.

Approved by: Larry Perslly, Deputy Commissioner Date 03/14/2001
Agency Department of Revenue
For distribution Informration, caHt»» Governor's Legislative Office
2/70001 OMB) Page 1

of 1



Department of Revenue
Fiscal Note for HB 149

This legislation authorizes the Department of Corrections to enter into an agreement
with the Kenai Peninsula Borough to lease facilities for the confinement and care of
prisoners. The lease would be for at least 20 years and provide at least 800 prison
beds with no limitation on cost of the facility or cost of prisoner care. The lease must
provide for an agreement between the Kenai Penninsula Borough and a private third-
party contractor to construct and operate the facility. The legislation provides no
requirement to use tax-exempt financing, no maximum lease term, no maximum annual
lease payment amount, and no maximum project size in either dollars or number of
prisoners to be housed at the facility.

The bill as drafted would make it quite unlikely that the facility could be financed on a
tax-exempt basis. This means that any financing will carry interest rates approximately
2% higher than rates the state normally pays for financing public facilities. Based on the
project estimates of $60 million to $125 million, paying a taxable rate of interest would
increase the cost of the project financing from $16 million to $32 million. In order to
minimize the cost to the state (reducing interest expense) the legislation should be
redrafted in a way that would permit the use of tax-exempt financing. The current draft
does not sufficiently circumscribe the role of the private third-party contractor to permit
the borough to comply with "private use" and "management contract” guidelines of the
Internal Revenue Service.

Additional concerns that should be addressed:

«  No maximum capital expenditure for the facility is established,
« No maximum lease term is specified.

* No maximum lease payments are identified.

While the state's lease payments will be the security for the bonds, there is no specific
provision for the State Bond Committee to participate in structuring the financing. The
state's credit is involved as purchasers of the bonds look to the underlying source of
revenues for bond payments when determining risk. As the source of revenues will be
the lease payments of the state to the borough the "credit trail" leads to the state and its
ability to make future lease payments. The foundation upon which the state has built
credit ratings has been the centralized control of the state's credit through the State
Bond Committee. To the extent we deviate from this policy, continued strong ratings of
the state become more difficult to retain.

Accordingly, similar to the Anchorage jail transaction, it is anticipated that the State
Bond Committee will actively participate in structuring the transaction with the Kenai
Peninsula Borough. The $30,000 in the fiscal note is to cover the state’s expenses in
this transaction.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2001 LEGISLATIVE SESSION Bill Version: HB 149
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected] Revenue

Title: Private Prison in Kenai "B RU: Revenue Operations

Component: i reasury
Sponsor: Representative Chenault
Requester: House State Affairs Component Number: 121

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel 20.0 10.0
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 20.0 10.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

1002 Federal Receipts
1003 GF Match
1004 GF 20.0 10.0
IUUb tih/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 20.0 10.0 0.0 0.0 0.0

Estimate of any current year (FY2001) cost: 0.0
Check this box (X) if funding for this bill is Included in the Governor’s FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page If necessary)

See attached

Prepared by: Deven Mitchell, State Debt Manager Phone 465-3750

FY 2007

0.0

0.0

Division Treasury Date/Time March 14. 2001, 1 p.m.

Approved by: Larry Persily, Deputy Commissioner Date 03/14/2001
Agency Department of Revenuo

For distribution Information, call the Governor's Legislative Office

(Rev 2/7/0001 OMU) P age 1

of 1



Department of Revenue
Fiscal Note for HB 149

This legislation authorizes the Department of Corrections to enter into an agreement
with the Kenai Peninsula Borough to lease facilities for the confinement and care of
prisoners. The lease would be for at least 20 years and provide at least 800 prison
beds with no limitation on cost of the facility or cost of prisoner care. The lease must
provide for an agreement between the Kenai Penninsula Borough and a private third-
party contractor to construct and operate the facility. The legislation provides no
requirement to use tax-exempt financing, no maximum lease term, no maximum annual
lease payment amount, and no maximum project size in either dollars or number of
prisoners to be housed at the facility.

The bill as drafted would make it quite unlikely that the facility could be financed on a
tax-exempt basis. This means that any financing will carry interest rates approximately
2% higher than rates the state normally pays for financing public facilities. Based on the
project estimates of $60 million to $125 million, paying a taxable rate of interest would
increase the cost of the project financing from $16 million to $32 million. In order to
minimize the cost to the state (reducing interest expense), the legislation should be
redrafted in a way that would permit the use of tax-exempt financing. The current draft
does not sufficiently circumscribe the role of the private third-party contractor to permit
the borough to comply with "private use" and "management contract" guidelines of the
Internal Revenue Service.

Additional concerns that should be addressed:
« No maximum capital expenditure for the facifty is established.
«  No maximum lease term is specified.

*  No maximum lease payments are identified.

While the state's lease payments will be the security for the bonds, there is no specific
provision for the State Bond Committee to participate in structuring the financing. The
state's credit is involved as purchasers of the bonds look to the underlying source of
revenues for bond payments when determining risk. As the source of revenues will be
the lease payments of the state to the borough the "credit trail" leads to the state and its
ability to make future lease payments. The foundation upon which the state has built
credit ratings has been the centralized control of the state's credit through the State
Bond Committee. To the extent we deviate from this policy, continued strong ratings of
the state become more difficult to retain.

Accordingly, similar to the Anchorage jail transaction, it is anticipated that the State
Bond Committee will actively participate in structuring the transaction with the Kenai
Peninsula Borough. The $30,000 in the fiscal note is to cover the state's expenses in
this transaction.
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CS FOR HOUSE BELL NO. 149(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES CHENAULT, Green

A BILL
FOR AN ACT ENTITLED
"An Act expressing legislative intent without the force of law regarding correctional
facility space; relating to correctional facility space; authorizing the Department of
Corrections to enter into an agreement to lease facilities for the confinement and care of

prisoners within the Kenai Peninsula Borough; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodifjed law of the State of Alaska is amended by adding a new section
to read:

LEGISLATIVE INTENT. It is the intent of the legislature to secure additional
correctional facility space through a privately operated correctional facility in Alaska. The
legislature expects the Department of Corrections to contract with the Kenai Peninsula
Borough for private prison services similar to those currently purchased for medium-security
Alaska prisoners in a private prison outside the state. The legislature anticipates a privately
operated correctional facility will bring competitive management styles and operations to

Alaska. The legislature expects that the initial per diem cost at a private facility (excluding

-1- CSHB 149(FIN)
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costs related to major medical, prescription medication, and transportation of prisoners and
other services excluded in contracts for Alaska prisoner care and custody in private facilities
outside the state) will be 18 - 20 percent less than the current average per diem rate for all
state facilities as reported to the federal government for reimbursement purposes; should be
approximately $89 in current dollars; and, from the passage of this Act, should be adjusted
annually for changes in the cost of operations as measured by an appropriate cost-of-living
index.

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to
read;

AUTHORIZATION TO LEASE CORRECTIONAL FACILITY SPACE WITH
THIRD-PARTY CONTRACTOR OPERATION, (a) The Department of Corrections may
enter into an agreement with the Kenai Peninsula Borough to lease space within a correctional
facility located within the Kenai Peninsula Borough that will house persons who are
committed to the custody of the commissioner of corrections. The agreement must provide
that the state agrees to lease the space for a minimum of 20 years.

(b) The agreement to lease entered into under this section is predicated on and must
provide for an agreement between the Kenai Peninsula Borough and one or more private
third-party contractors under which private, for profit or nonprofit third-party contractors
construct and operate the facility by providing for custody, care, and discipline services for
persons held by the commissioner of corrections under authority of state law. The
commissioner of corrections shall require in the agreement with the Kenai Peninsula Borough
that the Kenai Peninsula Borough procure one or more private third-party operators through a
competitive process similar to the procedures established in AS 36.30 (State Procurement
Code). The adoption, by the Kenai Peninsula Borough exercising its powers under
AS 29.35.010(15), of Ordinance No. 2000-59, for procurement of land, design, construction,
and operation of a facility on a request-for-qualification basis satisfies the procurement
requirements of this subsection.

(c) The authorization given by (a) of this section is subject to the following

conditions:

1) the lease must have a minimum of 800 prison beds, and the lease paymel

must be sufficient to cover

CSHB 149(FIN) -2-
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(A) the cost for the development and construction of the facility; and
(B) the operating costs for a minimum of 800 prison beds in the
facility.

(2) the agreement to lease must contain terms providing that the commissioner
of corrections may direct the Kenai Peninsula Borough to terminate its contract with a private
third-party contractor operating the facility in accordance with the provisions of (b) of this
section if the commissioner finds that the private third-party contractor has failed to provide
or cause to be provided the degree of custody, care, and discipline required by terms of the
lease agreement;

(3) the commissioner may not enter into the lease if the commissioner finds
that the Kenai Peninsula Borough is unable to provide or cause to be provided a degree of
custody, care, and discipline similar to that required by the laws of the state.

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to
read:
APPLICABILITY. The provisions of AS 33.30.031(a) do not apply to an agreement
to lease a correctional facility in accordance with the provisions of sec. 2 of this Act.
* Sec. 4. Section 4, ch. 15, SLA 1998, and sec. 6, ch. 35, SLA 1999, are repealed.
*Sec. 5. This Act takes effect June 1, 2001.

-3 CSHB 149(FIN)
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurrber: 1

2001 LEGISLATIVE SESSION Bill Version: HB 149
(H Publish Date: 322/01

Revision Date/Time (Note if correction): Dept. Affected Revenue

Title: Private Prison in Kenali ‘bRU: Revenue Operations
Component: Treasury

Sponsor: Representative Chenault

Requester: House State Affairs Component Number: 121

ExpendltureS/RevenueS (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 00 00 00 00 00 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 00 00 00 00 00 00

Estimate of any current year (FY2001) cost: 00
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqo if necessary)

See attached

Prepared by:  Devon Mitchell. State Debt Manager Phone 465-3750

Division Treasury Date/Time March 14. 2001, 1 p.m.
Approved by.  Larry Persily. Deputy Commissioner Date 03/14/2001

Agency Department of Revenue

For distributiond

(Rov 2/7/2001 OMB) Page 1 of 2



Department of Revenue
Fiscal Note for HB 149

This legislation authorizes the Department of Corrections to enter into an agreement
with the Kenai Peninsula Borough to lease facilities for the confinement and care of
prisoners. The lease would be for at least 20 years and provide at least 800 prison
beds with no limitation on cost of the facility or cost of prisoner care. The lease must
provide for an agreement between the Kenai Peninsula Borough and a private third-
party contractor to construct and operate the facility. The legislation provides no
requirement to use tax-exempt financing, no maximum lease term, no maximum annual
lease payment amount, and no maximum project size in either dollars or number of
prisoners to be housed at the facility.

The bill as drafted would make it quite unlikely that the facility could be financed on a
tax-exempt basis. This means that any financing will carry interest rates approximately
2% higher than rates the state normally pays for financing public facilities. Based on the
project estimates of $60 million to $125 million, paying a taxable rate of interest would
increase the cost of the project financing from $16 million to $32 million, in order to
minimize the cost to the state (reducing interest expense), the legislation should be
redrafted in a way that would permit the use of tax-exempt financing. The current draft
does not sufficiently circumscribe the role of the private third-party contractor to permit
the borough to comply with "private use" and "management contract" guidelines of the
Internal Revenue Service.

Additional concerns that should be addressed:

* No maximum capital expenditure for the facility is established.
« No maximum lease term is specified.

e No maximum lease payments are identified.

While the state's lease payments will be the security for the bonds, there is no specific
provis on in this legislation for the State Bond Committee to participate in structuring the
financing. The state's credit is involved as purchasers of the bonds look to the
underlying source of revenues for bond payments when determining risk. As the source
of revenues will be the lease payments of the state to the borough, the "credit trail"
leads to the state and its ability to make future lease payments. The foundation upon
which the state has built credit ratings has been the centralized control of the state's
credit through the State Bond Committee. To the exten. we deviate from this policy,
continued strong ratings of the state become more difficult to retain.

Accordingly, similar to the Anchorage jail transaction, it is anticipated that the State
Bond Committee will actively participate in structuring the transaction with the Kenai
Peninsula Borough. While costs are not specified in this fiscal note, it is anticipated that
between $50,000 and $100,000 of bond proceeds (dependent upon size) would be
used to pay the state's expenses in this transaction.
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Representative M ike Chenault
District 9

HB 149 Authorizes Private Prison in Kenai

Chenault Seeks to Help Peninsula Economy, Lower State Costs

(JUNEAU) -- A bill introduced in the House of Representatives to allow a private prison in Kenai would
bring hundreds ofjobs, millions of dollars in construction and operations payroll, and improved economic
stability to the Kenai Peninsula Borough, its sponsor said today.

Rep. Mike Chenault (R-Nikiski) introduced House Bill 149 on Monday to authorize the state to house
prisoners in Alaska’s first private prison, which could be built on a former military base adjacent to an
existing state-owned Wildwood Correctional Center in Kenai.

“Alaska has seen a hugr " icreasc in the amount of money spent on corrections in recent years, but a lot of
this money goes to send our criminals to private prisons in Arizona,” said Chenault. “If the state is going to
spend money on private prisons, and we’re looking for economic diversification on the Kenai, why not build
a prison here and keep the money close to home?”

With existing state-run facilities filled to capacity, Alaska has for years been paying to incarcerate prisoners
in private prisons in Arizona. The increasing costs to transport, house, board, and medically care for
prisoners has prompted the state to consider a private in-state prison that could cost the state less, keep
Alaska prisoners closer to home and provide economic benefits to the community where it is located.

HB 149 would amend state law to grant the Kenai Peninsula Borough the authority to contract with the state
Corrections Department to house prisoners in a facility to be built by a third-party private entity. The
borough recently decided to work on a contract with Corrections Group North, ajoint venture including the
Kenai Native Association, Cornell Corrections, and the contracting joint venture Livingstone Sloane Inc.
Nceser/VECO. The Native association owns 4,700 acres of former military land next to Wildwood prison.

The bill requires the contractor to agree to build a minimum-security facility capable of housing at least 800
prisoners, and of operating in full compliance with state prison laws, for at least 20 years. Such a facility
would cost about $60 million to build, create 250 steady jobs, and generate an estimated $600 million in state
expenditures for construction and operations over 20 years, Chenault said.

“This bill should allow us to provide an important state sendee while diversifying the Kenai Peninsula’s
economy and providing steady employment,” Chenault said. “It’s a win-win situation. If the people and the
Legislature get behind it, I’'m looking forward to thorough hearings and early passage.”

mu
Broadcasters note: Comments are available on the Majority Actuality Line 1-800-478-6540



COMMITTEE
MEMBERS

Rep. John Coghill

Chairman

Rep. Jeannette James
Room 214
465-3743

HOUSE STATE AFFAIRS COMMITTEE

STATE CAPITOL. ROOM 102

465-4963
MEMORANDUM
Date: March 19. 2001
To: Members of House State Affairs Committee
From: Rvnmeva Moss. Committee Aide
House State Affairs Committee
Re: HB 149 Subcommittee Meeting

Mv apologies for not being as thorough as normal but | can not
find the file on my laptop where | took notes.

The Subcommittee appointed by Chairman Coghill met
Thursday, March 15lh at 3:00 p.m. The Subcommittee was chaired by
Representative James and other committee members included
Representatives Joe Hayes and Hugh Fate. Other persons attending the
meeting included Mark Higgins of the Kenai Peninsula Borough. Frank
Prewitt of Cornell Corrections. Denny Dewitt from Representative
Mulder’s office. Deven Mitchell of Department of Revenue. Cathe
Herov of Representative Hayes' office. Barbara Cotting of
Representative James’ office. Brenda Balash of Representative Fate’s
office. Margot Knuih of the Department of Corrections, and Sean

Cockerham of the Fairbanks News-Miner.

The Subcommittee recommended that the HB 149 be returned to
full committee without any recommended changes for passage. It also
recommended that if Representative Hayes would like his amendment
approved, he could present it to the full committee on Tuesday.
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Private prison team set

By McKIBBEN JACKINSKY
Peninsula Clarion

A team of four companies has set a course to partner with the Kenai
| Peninsula Borough to develop Alaska's first private prison.

Kenai Natives Association, Livingston Slone Inc., Neeser
Construction/VECO Construction Joint Venture, and Corrections Group
North — a private, corporation developed through an affiliation between
Cornell Corrections of Alaska and Weimer Investments —now face the
hurdle of contract negotiations with the borough before continuing with
the planning, promotion, design, construction and operation of a 800- to
1,000-bed medium

security correctional facility to house state inmates on the Kenai
Peninsula.

Kenai Natives Association's role is to focus on planning and educating
the public about the project. Along with other team members, KN A
intends to develop a training program to assist borough residents in
qualifying for jobs resulting from the project. KN A also owns

the land being proposed for the prison site.

KNA's team includes Richard Segura, of Kenai, who has been KNA'’s
preside nt and CEO since 1997 and worked for Tesoro Petroleum
Corpoiation from 1983 until 1992. Also on KNA's side is Michael
Slezak of Palmer, KNA's chief operating officer since 2000. Slezak's
resume also includes a stint between 1999 and 2000 as chief executive
officer for UMPCO , acompany providing charitable gaming services; a
six-year run from 1993 to 1999 as general manager for Rippie World, a
gaming-related business; and a four-year executive directorship for
Wasilla Area Seniors between 1989 and 1993.

Providing legal representation for KN A on this project is Kenai attorney
Blaine Gilman. Gilman said the association's interest in the project steins
from possible use of associafion land for the facility, as well as an
opportunity to address needs of Alaska Native inmates.

"Obviously, besides the financial clement, they are very concerned with
iVio nor/’ontono of moloc utkn Jn/'orrinrotorl 1 oniri Ime
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dding that Natives account for approximately 35 percent of the state's
mate population, compared with 7 percent of the state's general
population.
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That focus has won support from the Alaska Federation of Natives, the
Kenaitze Indian Tribe, Salamatof Tribal Council and the Ninilchik
Traditional Council.

If (the prison) comes on (KNA's) property, what they're going to attempt
to do is provide unique substance abuse services geared toward Native
people, trying to reduce the recidivism rate,” Gilman said.

The Kenai attorney said KNA's concerns also include the number of
Native prisoners incarcerated in the private facility in Florence, Ariz.
Alaska currently houses approximately 800 state inmates in the Arizona
facility due to lack of in-state bed space.

"1 think (the new prison) will probably bring a good portion of (those
inmates) back," Gilman said.

After contract negotiation with the borough, Gilman said, passing the
necessary legislation is the biggest step. Another hurdle will be the public
hearing process.

"This is just a very complicated project,” Gilman said. "Quite frankly, if
any one of those (steps) fails, probably the project won't go forward."

Kenai Peninsula residents are familiar with the design firm Livingston
Slone Inc., for its work on Kenai's Vintage Pointe Senior Housing and
Seward's Sealife Center, both of which earned the firm awards from the
American Institute of Architects.

However, their projects in Alaska date back 25 years, include other
award-winning structures, and also can be found in Point Lay, Fort
Wainwright, Bethel, Kotzebue and Anchorage.

"And, actually, we've worked with all of these companies," said Tom
Livingston of the other prison project team membeis. "Starting with
Cornell, we've done a number of their halfway houst: around the state.
Neeser just finished construction of a new state public health lab and
medical examiners facility in Anchorage, and we were the designers for
that."

Livingston also said his firm worked with VECO on plans to turn Ft.
Greely into a private prison. Gaining a spot on the winning team isn't the
first gate the design firm has had to pass on this project.

"KNA actually solicited proposals from other firms," Livingston said.
"Ours was selected. So that's how we ended up joining forces with them."
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jLivingston will lead the design team, pulling from his firm's expertise as
well as from the Justice Facilities Group, Wince-Corthcll-Bryson, Reid
Middleton, and RSA Engineering.

""The good news is that we've got good relationships with all the
companies,” Livingston said. ""We're looking forward to moving
forward.”

Claiming 28 years of experience, Neeser Construction is currently
involved in building the new Anchorage jail, a $50 million project
partnering the Municipality of Anchorage with the Alaska Department of
Corrections. Under the direction of president Gerald Neeser, the company
has designed and built other projects, including medical facilities and
community centers.

VECO is no stranger to the Kenai Peninsula, having been involved in the
peninsula’s oil and gas industry since 1968. According to information the
company pruvided in the bid package, VECO has more than 300
employees on the peninsula, and "their capacity allows them to design
and construct projects in excess of $3 billion."

Corrections Group North is headed by Frank Prewitt. The former
commissioner of Alaska's Department of Corrections, Prewitt authorized
the contract with the private prison in Arizona in 1994. In the bid
package, the relationship with the private out-of-state provider is referred
to as "'the successful Arizona contract.”

However, if the prison being proposed for the Kenai Peninsula is built, it
will bring that contract to an end.

In 1995, Prewitt contracted with Corrections Group North to begin
promoting an in-state private prison. Since then, South Anchorage, Point
MacKenzic and Seward have been considered as possible locations. The
most recent site, Ft. Grecly, which actually gained legislative approval
but has virtually stalled after encountering two lawsuits, community
opposition and a change in local government.

Weimer Investments is headed up by William Weimar, who founded
Allvest Inc. in 1984 and operated five pre-release facilities for the state.
In 1998, Weimar sold Allvest to Cornell Corrections.

Running at the front of the pack is Cornell Companies Inc., based in

| Houston, Texas. A well-known name in the private prison industry,
Cornell is headed up by Steve Logan, who has been with the company
since 1993 and has been the company's president and chief executive
officer since 1999. The company has facilities in 13 states.

A resolution approving the agreement with Cornell for the planning and
promotion of the prison project is on the agenda tor the next meeting of
|the Kenai Peninsula Borough Assembly on Tuesday. The meeting begins
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Private prison deserves support
Proposal presents peninsula with largest economic opportunity

|in 20 years

Blaine D. Gilman
Another ViewPoint

Spirited community debate is healthy and enables the open minded to see
the world from another point of view. When the social and economic
stakes are as high as with the proposed private prison, opponents and
proponents owe the public a duty of full and accurate disclosures when
relying upon the media to carry their message.

The state employee correctional officer union recently entered the public
debate with an article entitled ""Private prison won't save money."
Intending no disrespect to our many friends and neighbors who work at
the Wildwood Correctional Center, the union opinion was a disservice to
our community in substance and tone.

Through a maze of unsubstantiated historical inaccuracy, the union
makes four basic claims that require rebuttal if the community dialogue is
to be based upon truth and fair representations of fact:

First, the union states *'the wages paid by privateers will be substandard
for our community." The private prison will be built with public funds
and many other permanent jobs, such as clerks, maintenance workers,
electricians, plumbers, education specialists, treatment and health care
workers will be contractual or salaried at, or above, the local wage and
benefit scale for the private sector. Cornell historically pays correctional
officers at, or near, state hourly rales depending on experience.

The state pays an average of nearly $17,000 above the base annual salary
for journeymen correctional officers’ health and retirement benefits.
While the Cornell benefit package is excellent by private sector
standards, the state of Alaska's 38 percent benefit and 20-ycar retirement
package for correctional officers is extraordinary by any standards.

ISecond, the union says that the operating costs of the private prison will
be "over $ 15 per day higher than what it cc sis to run our local prison."
The average daily operating cost, per bed, in the Wildwood Correctional
Center is $67.77. To arrive at the total daily cost for Wildwood, costs that
arc paid from the department's central office must be added to the daily
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institutional rate. Those costs are $5.93 lor inmate programs, $16.6'7 tor
I:mate health care, $4.08 for administrative support and $6.23 for

atewide indirect costs. These costs are all based on a daily, per inmate,
average. The total, actual cost per day, per inmate at the Wildwood
Correctional Center is $100.70.

Steve Logan, president of Cornell Companies, reports that Cornell
facilities, on average, save local government 10 to 15 percent. The
remarkable fact is that the private sector operating cost includes debt
service. Neither the state nor the union factor long-term debt or capital
expenses into the reported daily operating cost. When apples are
compared to apples there is simply no comparison between the cost of a
private prison and a similar state prison bed.

Third, the union says, ""Cornell has a record of overlooking qualification
standards in order to staff their prisons.” Cornell operates 72 facilities in
13 states with a total bed capacity of 14,845. Over 4,000 of the beds are
medium security, or higher, prison beds. Totaled, Cornell manages over
three times as many offenders as the state of Alaska Department of
Corrections and twice as many high security prisoners.

According to the Corrections Yearbook, Cornell's escape rate is 16 times
better than the average escape rate for public facilities and nearly all of
Cornell's prisons are accredited by the American Correctional
Ass'Kriation. This cannot happen by ignoring hiring and training
standards. By comparison, few state of Alaska prisons are accredited.

Finally, the union says "the issue is, and always will be, a matter of
public safety.” That is correct. But to imply that state prisons are safer
than private prisons is disingenuous. As recent as last year, research by
the Western Association of State Governments found that private prisons
are operated as well and as safely as public prisons.

The private prison project is the largest economic opportunity to present
itself to the Kenai Peninsula for over 20 years. We should applaud the
dedication and the vision of Borough Mayor Dale Bagley and the
assembly in ”ow they have handled and piomoted the private prison.
They are won. g in the best interest of borough, and through their
efforts, hundreds of residents may obtain temporary construction and
permanent prison jobs.

This community needs to stand up and be heard. Let the assembly know
that you support the private prison and that the public employee
correctional union’s position is contrary to the best interest of the
borough. The next hearing relating to the private prison is scheduled for
Tuesday at 7 p.m. at the Borough Building in Soldotna. Let your opinion
be known.

Blaine D. Gilman is a Kenai attorney who represents the Kenai Natives
Association, one of four companies which has teamed together to
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develop Alaska"s first private prison.
Discuss this story in our Discussion Forum

E-mail this story to a friend

Comments or questions? Contact the web master at Peninsula Clarion
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'Prison issues in spotlight Tuesday
Resolutions are topic of assembly meeting

By McKJBBEN JACKINSKY
Peninsula Clarion

If the public wants the Kenai Peninsula Borough®s nine-member assembly
to hear their voice, Tuesday's meeting offers plenty of opportunity.

Taking center stage with four separate resolutions is the proposed 800- to
1,000-bed medium security private prison being considered for
construction and operation on the Kenai Peninsula. All four
prison-related resolutions are on the assembly*s consent agenda, which
means they automatically will be introduced by the panel at the opening
of the meeting unless specifically removed. A public hearing and formal
approval will come at a later date.

Paul Fischer, assembly member from Kasilof, will introduce a resolution
asking for voter approval on the issuance of revenue bonds anticipated to
total between $80 million to $100 million to fund the project.

"I am very concerned that the borough is proceeding with the prison
project, which issignificantly larger than any other project attempted by
the Kenai Peninsula Borough, without providing the voters an
opportunity to vote on it," Fischer wrote inamemo toAssembly
President Tim Navarre and the other seven assembly members.

Fischer said his concerns include the speed with which the project is
moving forward.

"On (Feb. 20) we found out from the (evaluation) group of five that we
had two days tomake a decision, to really search (the bids) out like we
should have," Fischer said.

The assembly held a special meeting Feb. 23 to hear in executive session
presentations by two out of four teams bidding on the project. At the end
of the day, the assembly stated its intent to negotiate a contract with the
team headed by Cornell Companies Inc.

"l think we should have delayed (the decision) aweek or so, so that the
assembly had achance to check itout for our own. We didn"t get
involved in the evaluation committee process at all."

http://peninsulaclarion.com/storics/03120 [/new_0312010001 .shli
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IFischer said he also isconcerned about issues of liability.

"We know nothing about prisons,"” Fischer said of the borough®s
experience iIn the area of corrections. "We"re relying on an expert, but if
things don"t go right, that expert will be gone."

Fischer, a former Alaska legislator who was in office during the planning
of Seward"s Spring Creek Correctional Facility, also said that as a second
class borough, the Kenai Peninsula Borough lacks correction powers.

"I can actually say I"ve lost sleep over this,” Fischer said.

Two more assembly members, Bill Popp of Kenai and Ron Long of
Seward, will introduce a resolution designating property located near
Wildwood Correctional Complex as the site for the new prison. The
legislation would open the door for Borough Mayor Dale Bagley to
obtain the land from owners Kenai Natives Association either through
purchase or a long-term lease. Final approval would still rest in the
assembly*s hands.

"The resolution is intended to begin the public process for site selection,”
Popp said.

Hearings would take place Tuesday, March 27 and April 17, as well as a
planning commission hearing on April 9.

"Coincidentally, ttismy expectation that there will be a resolution
introduced by a council member from city of Kenai to support this
location,” Popp said. "If there are issues that arise through the many
public hearings we will hold, then itismy intention to postpone final
hearing until a date more appropriate.”

Two other prison-related resolutions, authored by Bagley, also are on the
assembly*s Tuesday agenda.

One of the resolutions expresses intent to issue bonds to finance the
prison project.

"It is anticipated that debt service on the bonds will be paid from revenue
derived through a contract with the Alaska Department of Corrections,"
according toaccompanying documentation from Jeff Sinz, the borough®s
finance director. "If the project is not ultimately approved and bonds are
not issued to pay for capital costs associated with the project, then the
costs will be treated as an operating expenditure of the borough 3 general
fund."

The second resolution from borough administration approves the
agreement with Cornell Companies Inc. for the planning and promotion
of the prison project. Although that agreement hus yet to be finalized, the
resolution puts "the public and the assembly on notice that we anticipate

http://peninsulaclarion.com/stories/031201/new_0312010001 .sht:'
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a completed contract on or before March 13, 2001," Sinz wrote.

Assembly committee meetings begin at 1 p.m. Tuesday at the Kenai
Peninsula Borough Administration Building, 144 N. Binkley St. in

Soldotna. The eveging's agsengly meeting begins at 7.
T ﬁd&ﬂ IS Ino.rDiscussion Forum
- _ @
E-malil this story to afriend
Comments or questions? Contact the web master at Peninsula Clarion

Copyrighted by, Rrireula Qarion, a Division of Monis Gonmunicatios
gteclhy. Prlvacy%;l" terms of use.
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Tony Knowles P.0. Box UOOOI

Governor Juneau, Alaska 99811-0001
govemor@gov. gt kakus (907) 465-3500
State of Alaska Fax9073815£32
E.

O ffice of the Governor

J uneau

October 30, 2000

The Honorable Dale Bagley

Mayor of the Kenai PeninsulaBorough
144 North Binkley

Soldotna, A K 99669

Dear Mayor Bagley:

Thank you for your letter regarding the private prison proposed near Kenai. lknow you have
begun meetings with Commissioner Margaret Pugh on this matter, and I appreciate your interest
.nlearning more about the possibilities and the issues involved.

Early on, my Administration developed an approach to prison expansion based on five
principles:

e Protecting the public 3 safety;

e Addressing statewide and regional needs;

e Consistency with best correctional practices;

e Community participation through govemment-to-govemment transactions; and

e Cost-effectiveness.

The Kenai private prison ideamay meet those important objectives. I sure there isplenty of
discussion to come, and I hope you will keep Commissioner Pugh informed of the latest
developments. lknow she has offered to facilitate meetings with state experts to discuss bonding
and other financial matters. Those discussions also are important.

In the meantime, itisclear the Legislature®s intent inHouse Bill 53 was to develop a private
prison at thp port Greely site. The state has been working to do so ever since. There isno doubt
any change of focus or development of a new private prison plan will involve legislative action.

My Administration looks forward to further discussion of Alaska 3 prison needs.

Sincerely,

Tony Knowles
Governor

cc. ~ Commissioner Margaret Pugh, Department of Corrections »
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K enai N atives A ssociation, In c.

FAX

TRANSMISSION

THONE: 283-4851 FAX: 283-4854

TO: Dennis DeWitt-Legislative Assistant

FROM: Michael Slezak- Chief Operating Officer

DATE: 4/4/01 Pages: 13

SUBIJECT: Attached Resolutions ami letters of support
Attached please find the resolutions and letter of support from the

Native community in support of the private prison project in Kenai. |

am sending you these in the hopes that you could get them inserted in
the Bill packages for HB 149.

Michael R. Slezak
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ALASKA FEDERATION OF NATIVES

Revised 10/30/00

BOARD OF DIRECTORS

ALBERT KOOKESH, CO-CHAIR
Alaska State Legislature
State Capitol, Room 114
Juneau, AK 99801-1182

W 465-6835 Fax: 465-2827 Office Cell: 723-2496

In Angoon: PO Box 91, Angoon 99820
H 788-3615 Cell: 723-9477 Fax: 788-3176
E-mail (In Angoon): kookesh@ptialaska.net

DARRYL JORDON

AHTNA, Inc.

PO Box 649

Glennallen, AK 99588

822-3476 Fax: 822-3495
ANCH: 522-3638 FAX; 522-6228
E-mail: danrvi@takas.com

ALMA UPICKSOUN _
Arctic Slope Regional Corporation
301 Arctic Slope Avenue, Suite 300
Anchorage, AK 99518

349-2369 Fax: 349-5476

E-mail: aupicksoun@asrc.com

TREFON ANGASAN _
Bristol Bay Native Corporation
800 Cordova Street, Suite 200
Anchorage, AK 99501-8299
278-3602 Fax: 276-3924
E-mail: tano@hbnc.net

FLORENCE CARROLL

Doyon Limited

3330 Fritz Cove

Juneau, AK 99801

Home & Fax: 790-2243 Cell: 360-0942
Home E-mail: fmcarroll@hotmall.com

CHARLIE CURTIS _

NANA Regional Corporation

PO Box 24

Kiana, AK 99749

475-2287 Fax:475-2267

E-maii: chariie.curtis@nana-reg.com
Alternate: Don Sheldon, NANA 442-3301
Hm: 626-2198 Fax 626-2183

MATTHEW NICOLAI

Calista Corporation

301 Calista Court, Suite A

Anchorage, AK 99518-3028
279-6516 Fax:272-8060

E-mail: mnicoldl@caHstacorp.com
Alternate: Arthur Heckman, FOB 00
PO Box Pilot Station, AK 99630

ROY HUHNDORF, CO-CHAIR

RM. Huhndorf &Company

301 Northern Lights. Suite 444

Anchorage, AK 99503

W 272-7997 Fax: 272-8531 Cell: 223-2019

Home Address: PO Box 111109, Anchorage 99511

B e

VINCENT TUTIAKOFF, SR.

The Aleut Corporation

4000 Old Seward, Suite 300
Anchorage, AK 99503

561-4300 Fax: 563-4328

E-mail: vtutlakoff@aleutcorp.com

TIMOTHY TOWARAK

Bering Straits Native Corporation
PO Box 1008

Nome, AK 99762

W 443-5252 Fax: 443-2985 >
E-mail: tim@berinQ5tralts.cQm

CARLMARRS

Cook Inlet Region, Inc.

PO Box 9333

Anchorage, AK 99509-3330

274-8638 Fax:279-8836 N
Secty Pat Oneill’s E-mail: ponelll@ciri.com

SHERI BURETTA _

Chu%\ch Alaska Corporation

560 E. 34th Avenue, Suite 200
Anchorage. AK 995074196
663-8860 Fax: 563-6402

E-mail: sburetta@ chugach-ak.com

ROSITAWORL

Seaiaska Corporation

11120 Glacier

Juneau. AK 99801-8671

H 364-3872 Fax:463-5012

Cell: 723-8521 W 466-6395 Fax: 586-9266
E-mail: rosrfa.worl@sealaska.com

cc: Robert Lcescher/SeaJaska

DEBBIE LUKIN
KONIAG, INC.

4300 B Street. Suite 407
Anchora%e AK 99503

561-2663 %
E-mail: ng@(ﬁ%]m
NORMAN L. REAM

13th Regional Corporation :
631 Strander Blvd., #8

Seattle, WA 98'1-13

206-575-6229 Tax: 206-575-6283
E-mail: thel3threg@narthlink.net

+92 *11 10 VO Jdfcl
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Revised 11/17/00

AFN Board of Directors

FBEN HOPSON, JR.

Arctic Slope Native Association
PO Box 1232

Barrow, AK 99723

852 2762 Fax: 852-2763
E-mail; ebenh@ barrow.com

ARTHUR LAKE

Asvn ofViIIage Council Presidents
PO Box 219

Bethel, AK 99559

543-3521 Fax: 543-3598

E-mail:

MARK JACOBS, JR.

Central Council of Tlingit
&Haida Indian Tribes

PO Box 625

Sitka, AK 99835

H747-8168 Fax: 747-2678

E-mail: keet hit@ vahoo.com

LARRY EVANOFF
Chugachmiut, inc.
4201 Tuoor Centre, Suite 210

Anchorage, AK 99508
562-4156 Fax: 563-2891
E-mail; lora@ chugachmtut.com

KEN JOHNS
Copper River Native Association
Drawer H

Copper Center, AK 99573
822-5241 Fax:822-8801
E-mail: radloan@ alaska.net

RITA STEVENS

Kodiak Area Native ' elation

3449 E. Rezanof DriVv.

Kodiak, AK 99615

486-9800 Fax:486-9898

E-mail: rstevens@kodiak.alaska.ihs.gov

- Page 2 -

DIMITRI PHILEMONOF
do MARGARET GALOVIN

Aleutian/Pribilof Islands Association
201 E 3t Ave

Anchorage, AK 99501

276-2700 Fax:279-4351

E-mail: marqaretq@ apial.com

DONALD NIELSEN

Bristol Bay Native Association

PO Box 70151

South Naknek, AK 99670

H 246-6652 Fax: 246-3567

Alternate: Ida Roehl, FOB 434,
DHHghem AK 99576, Phone: B42-41B1
CC. Terry Hoefferte/ BBNA !
E-mail: terrvh@ bbna.com

GLORIA O’NEILL
Cook Inlet Tribal Council
670 W. Flreweed Lane
Anchoragt, AK 99503
266-6900 Fax:265-5996

E-mail: qonelll@ crtci.com

LORETTA BULLARD
Kawerak, Inc.

X) Box 948

Nome, AK 99762

443-5231 Fax:443-3708
E-mail: loullard@kawerak.org

JAKE WELLS

Maniilag Association

PO Box 256

Kotzebue, AK 99752

442-3311 Fax:442-2381
E-mail: iwells@maniitag.orQ |

STEVE GINNIS

Tanana Chiefs Conference

122 First Avenue

Fairbanks, AK 99701

452-8261 Fax:459-3850

E-mail: nfuiten@ tananachlefs.orq
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AFN Doard of Directors
- Page 3 -

ELEANOR DEMENTI

(AHTNA Villages)

PO Box 14

Cantwell, AK 99729

Home & Fax: 768-2362 Cell: 360-7010
In Anch: 277-7199

RONALD BROWER
(ARCTIC SLOPE Villages)
PO Box 75

Barrow, Ak 99723

W 852-4594 FAX: 852-4224
Hone & Fax: 852-5903

E-mail;

THOMAS TILDEN

(BRISTOL BAY Villages)

PO Box 786

Dillingham, AK 99576

W 842-2320 H842-2259 Fax: 842-2198
t-mail: ttiktenfinushtei.com

LYDIA ROBART

(CHUGACH Villages)

PO Box 5563

Port Graham, AK 99603

Home: 284-2236 Village Council: 284-2227
cJo Village Council Fax: 284-2222

DARRELL VENT
(DOYON Villages)
PO Box 83

Huslia, AK 99746
829-2294 Fax: 829-2214

CHRISTINA WESTLAKE
(NANA Villages)
PO Box 110

Kiana, AK 9974
W 475 2145 FAX 475-2241

Revised 1’0/30/00

GILDA SHELLIKOFF
(ALEUT Villages)

False Pass Tribal Council j
PO Box 29

False Pass, AK 99583
W 548-2227 Fax:548-2256

STEVE IVANOFF
(BERING STRAITS Villages)
PO Box 235

UnalaWeet, AK 99684
H 624-3068 Fax: 624-3806

WILLIE KASAYULIE
(CAUSTA Villages)

PO Box 29

Akiachak, AK 99551
W 825-4065/4626 Fax: 82L-J29

THOMAS HUHNDORF
(COOK INLET Villages)
PO Box 2895
Valdez, AK 99686
835-3711 Fax: 835-9099
E-mail: huhndorf®alaska,net
t
FRED CHRISTIANSEN '
(KONIAG Villages)
PO Box 6
Old Harbor, AK 99643
W 286-9246 H 286-2241 Fax: 286-2303

KIM STRONG
(SEALASKA Villages)
PO Box 284

Haines, AK 99827
H 7F7-5586 Fax: 767-6687
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First National Bank
of Anchorage

D.H. Cuddy
President

August 17, 2000

George Wright

Kenai Natives Association, Inc.

215 Fidalgo Avenue, Suite 101 i
Kenai, Alaska 99611

Dear Mr. Wright,

I was pleased to learn of the Kenai Natives Association’s project of taking over
the Wildwood Prison property, ft has been a shame that this facility has gone
vacant for so many years when the need for such facilities is so great in our
state. Certainly it will be a materialized benefit to the State of Alaska and your

Association should you renovate and operate this prison facility.

My best wishes to you.

.Sincerely.

d mLZ 511 TO vr
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RESOLUTION 2000-1? J
Council of the Native Village of Tyonek
An Indian Chartered Corporation

WHEREAS, Native Alaskan men comprise 35 percent of Alaska’s prison; and

WHEREAS, Native Alaskan men comprise only 7 percent of the Alaska general
population; and

WHEREAS, The disproportionate incarceration of Native Alaskan men has been
recognized as the mostcritical challenge to the Alaska System of Criminal
Justice; and

WHEREAS, Large numb’ ‘Jative Alaskan and Alaskan men are incarcerated
in Arizona, far from the sup*, rt systems necessary for rehabilitation; and

WHEREAS, The State Department of Corrections’ plan to return prisons to a
privately built and operated prison on Fort Greeiy in 2003 appears to be failing;
and

WHEREAS, The Kenai Natives Association, Inc., is developing a plan to build
and operc ' a 1,000 bed private prison adjacent to the existing, state opeJated,
Wildwood Correctional Center; and

WHEREAS, The Kenai Peninsula Borough has agreed to contact with the Kenai
Natives Association, Inc., to sell the prison servioes to the State of Alaska,
Department of Correction through an intergovernmental agreement; and

WHEREAS, the Kenai Natives Association, Inc., has in turn, agreed to cooperate
with the Kenai Peninsula Borough to expand the Kenai Airport across KN/x lands;
and

'WHEREAS, The prison project and airport expansion will substantially benefit the

economy of the Kenai Peninsula Borough with hundreds of construction related
and permanentjobs; and

Phone: (907) 583-2201-2271  FAX: 583-2442
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WHEREAS, The prison is intended to offer the highest standards of security and
correctional programs, as well as special remedial programs for Native Alaskan
offenders not currently offered in Alaska State Prisons; and

WHEREAS, The proposed prison will benefit all incarcerated Alaskan Offenders
ofevery race, creed, and religion by providing enough beds to serve sendees
in the State of Alaska;

NOW, THEREFORE, BE IT RESOLVED BY THE Native Village of'Tvonek. IRA
Council.

SECTION 1: The Native Village of Tvonek IRA Council, supports the Kenai
Natives Association, Inc., and Kenai Peninsula Boroughs’ proposal to build and
operate a private prison on KNA lands adjacent to the Wildwood Correctional
Center.

SECTION 2: The Native Village of Tvonek IRA Council, urges Governor Tony
Knowles to enter into an intergovernmental agreement to purchase prison
services that result from the Kenai Natives Association, Inc., and effort to build a
private prison on KNA lands.

CERTIFICATION

For

Against

Abstain 0
Present

Absent

VuJo /S .2000.
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P.0. BOX 908
KENAI, ALASKA 99611
(907) 283-3633
Fax (907) 283-3052

July 30,2000

Richard Segura, President
Kenai Native Association, Inc.
215 Fidalgo, Suite#!

Kenai, Alaska 99611

Dear Mr. Segura:

Ref: Letter of Support

Please be advised that the Executive Com nittee/Tribal Council of the Kenaitze Indian Tribe, IRAI after
careful consideration, strongly supports the efforts of the Kenai Native Association, Inc. to build a State
Prison on its properties located at Wildwood, Kenai, Alaska. We believe this project would alleviate the
overcrowding situation that now exists within the state system and would allow those relocated Alaskan

Prisoners to return to Alaska to complete their sentencing.

Tribal Chairperson
Kenaitze Indian Tribe, IRA
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COUNCIL

August 4,2000

Richa d Segura, *

President

Kenai Natives Association, Inc.
215 Fidalgo Avenue, Suite 101
Kenai, AK 99611

Re: Letter of Support
Dear Mr. Segura,

The SalamatofTribal Counci
Kenai Natives"Association, Inc.
Wildwood property. We believe
the overcrowding that-exist,

., M sa sadfo

areNain”slnd ap
Hop~*ythis-.vilit|
surely make thi”“ima

We app"*

Sincere

SHDTi

f*

support for the
son on your
pay toward improving
r

on inthe Alaskalysten
d out of state inArizona
Youreffo;.! .will

t-completely,

150 N Willow St. Suite 29 Kenai, Alaska 99611
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