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(ID .OUSE COMMITTEE REPC-.T
Date Referred to Com m ittee: February 5, 1996 FU R TH ER  REFERRALS:

uu ic  oi L-ommiuee Action: a J a k
The FIN A N C E  Com m ittee considered: HB 428

H O USE BILL NO . 428 LE A SE-PU R C H A SE C O R R EC TIO N A L FA C ILITY

“An Act giving notice of and approving a lease-purchase agreem ent for construction and operation o f a correctional 
facility in the Third Judicial District, and setting conditions and limitations on the facility's construction and operation.”

reco m m en d s it be rep laced  \ / \
w ith  th e  follow ing co m m ittee  s u b s t i tu te _________ L\ 'b ? )  u R A J  )

[ ] additional referral t o __
[ | attached am endm ent(s)

A D O P T S :________________

Com m ittee

Letter of Intent

A TTA CH ES NEW  FISCA L NOTE(s): (Dcp0 APPROVES PREV IO U S:

| y (F iscal note(s) D h f ,___________________  [ ] Fiscal note(s) ___________

[ L the sam e title 
M  a new title

(Depl/Datr)

[ ] zero Fiscal note(s) [i/] zero Fiscal note(s) DDE. 2 I *5 W u

Co C H A IR ’S SIG N A TU RE
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C h en o w c th
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H £ L D  2,9,96

T O : CSHB 42S( )

1 Page 3, line 22, after "capacity:":

2 D ele.e "ana"

3 Page 3, line 2 7  after "contractor":

4 Insert and

5 (4) may employ in the operation o f the correctional facility only state

6 residents"

7 Page 4, line / / j ,  after "hire":

S Insert "and employ only state residents, and to hire"
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C h cn o w eth  
2 /1 9 /96

A M E N D M E N T  P O -lU C i/  ̂ ^

O FFERED  IN THE HOUSE BY R E PR FSE N i 'ATIVE BROW N

TO: CSHB 428( )

1 PageH , following line 2 0 1

2 In sen  a new bill section to read:

3 "* Sec. 4. CO NSTRUCTION OF CORRECTIONAL FA CILITY  IS A PUBLIC

4 CO NSTRUCTIO N PROJECT. Construction of the correctional facility to be constructed and

5 operated under this Act is a project within the meaning of the term "public construction" set

6 out in AS 36.95.010. The provisions o f AS 36.05.010 apply to work perform ed on

7 construction of the correctional facility."

8 Renumber the follow ing b ill sections accordingly.
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Chenoweth 
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TO: CSHB 428( )

1 Page 3, follow ing line 18:

2 Insert a new paragraph to read:

3 "(1) may not be constructed under the authority given in this Act unless,

4  (A) before com m encing construction planning, the com m issioner of

5 corrections first conducts a feasibility study, including a cosc-benefit analysis, that

6 exam ines various methods available to the state for relieving or eliminating the state’s

7 prison overcrowding; and

8 (B) die feasibility study conducted under (A) o f this paragraph

9 dem onstrates that construction and operation o f the correctional facility described in

10 (a) o f this section

11 (i) offers a positive cost-benefit ratio when com pared to

12 alternative methods considered; and

13 (ii) is otherwise feasible to relieve or eliminate overcrow ding

14 o f existing correctional facilities;"

15 R enum ber the following paragraphs accordingly.
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Chenoweth

2727/96

O FFER ED  IN THE HOUSE BY REPRESEN TA TIV E BROW N

TO: CSHB 42S( )

Page 3, follow ing line 18:

In sen  a new paragraph to read:

"(1) may not be constructed under the authority given in this Act unless, 

before com m encing construction planning, the com m issioner o f corrections first conducts a 

study, and the study demonstrates that construction o f the correctional facility described in

(a) o f this section will result in a saving to the state o f at least 5  percent when com pared 

to construction  o f the facility by the state using the usual and custom ary state construction 

practices;"

Renumber the follow ing paragraphs accordingly.
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Chenoweth 

2/27/96

A M E N D M E N T  %

O FFER ED  IN  THE HOUSE BY REPRESEN TA TIV E BRO W N

TO: CS HB 42Sf )

1 Page 3, line 22, after "capacity;":

2 Insert a new paragraph to read:

"(3) may not be constructed for operation by a contractor under the authority

4 given in this Act unless, before com m encing construction planning, the com m issioner of

5 corrections first conducts a study, and the study dem onstrates that operation o f the

6 correctional facility described in (a) o f this section will achieve a saving to the state o f at

7 least 5" percent when com pared to operation o f the correctional facility by the D epartm ent

8 o f  Corrections;"

9 Renumber the follow ing paragraph accordingly.
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A ivr E N P  iM E N T  ^

O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T IV E  B R O W N
TO : C S H B  4 28 ( )

1 P ag e  3. lin e s  3, a f te r  " in to " :

2 D e le te  "a le a s e -p u rc h a s e  a g re e m e n t  w ith  a  p r iv a te  th ird -  
p a r ty  c o n t r a c to r "

3 In s e r t  "o n e  o r  m o re  le a s e -p u rc h a s e  a g r e e m e n ts  w ith  o n e  
o r  m o re  p r iv a te  th i r d - p a r ty  c o n tr a c to r s "
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O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T IV E  B R O W N
T O : C S H B  4 2 8  ( )

1 P a g e  3 . line  26:
2 D e le te  "o r"

3 P a g e  3 , l in e  2 7 . a f te r  " c o n tra c to r" :
4  In s e r t  o r
5 (C ) th e  s ta te  is a b le  to  o p e ra te  th e
6 c o r r e c t io n a l  f a c i l i ty  a t le s s  c o s t  th a n  a th ird -p a r ty
7 c o n t r a c t o r "



z l i d \ H d

( ^ f a d - i c i  3 - 8 " " )  r  12

A M E  N D  iVfE N T :&'"C

O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T IV E  B R O W N
T O : C S H B  4 28  ( ) •

1 P ag e  3, lin e  26:
2 D e le te  "or"

3 P a g e  3 , lin e  2 7 . a f te r  " c o n tra c to r" :
4 In s e r t  o r

5 (C )  th e  s ta te  d e te rm in e s  th a t  it is
6 in  th e  b es t in te r e s t  o f  th e  s ta te  fo r  th e  c o r re c t io n a l
7 fa c il ity  to be  o p e ra te d  by  th e  s ta te  o r by th e  p o l i t ic a l
8 s u b d iv is io n  o r  p u b lic  c o r p o ra t io n  o f  th e  s ta te "
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Chenoweth 
2/6/96r i u L t f

A M E N  I) M  F. M T  '

O FFER ED  IN THE HOUSE BY REPRESEN TA TIV E BRO W N

TO: CSHB 428( )

1 Page 3, line 22:

2 D elete "temporarily"
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Chenoweth

2/16/96

A M E N D M E N T &

O FFER ED  IN TH E HOUSE BY REPRESENTATIVE BRO W N

TO: CSKB 428( )

1 Page 4, line 2 ,  after "correctional officers.”:

2 Insert "The Department of Corrections shall establish procedures for background and

3 record checks on personnel hired to staff the correctional facility and shall adopt regulations

4 for verifying that correctional officers and other staff employed at the correctional facility

5 have received proper training consistent with AS 18.65.130 - 18.65.290 to w ork with

6 incarcerated felons."
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O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T IV E  B R O W N
TO: C S H B  4 28 ( )

1 P ag e  3 , lin e  14
2 D e le te  "an d "

3 P a g e  3 , line  16, a f te r  " fa c ility " :
4  In s e r t  " ;an d  (4 ) In ca se  o f  d e fa u l t  by  a c o n tra c to r , fo r—an y
5 r-ea s o n  -w h a ts o e v e r , the  S ta te  o f  A la s k a  m a y  p ro c u re  th e  g o o d s
6 o r  s e rv ic e s  fro m  a n o th e r  so u rc e  an d  h o ld  th e  d e fa u lt in g
7 c o n tr a c to r  re s p o n s ib le  lo r  any—re s u l t i n g - e x c e s s  c o s t ,  and  m ay
8 s e e k  o th e r  re m e d ie s  u n d e r  la w  o r e q u ity ."
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O F F E R E D  IN  T  IE H O U S E  B Y  R E P R E S E N T A T IV E  B R O W N
TO: C S H B  4 28 ( )

1 P a g e  I ,  lin e  5

2 D e le te  "a le a s e - p u r c h a s e  a g r e e m e n t”
3 I n s e r t  " l e a s e - p u r c h a s e  a g r e e m e n t s ”

4  P a g e  1, lin e  6, a f te r  "D is tr ic t" :
5 In s e r t  "a n d  c o r r e c t io n a l  f a c i l i t ie s  in  o th e r  ju d ic ia l
6 d i s t r i c t s "

7 P a g e  1, lin e  7, a f te r  " th e":
S D e le te  " fa c i l i ty 's "
9 I n s e r t  " f a c i l i t i e s ’"

J 0 P a g e  3 , lin e  5, a f te r  "o f":
1 1 D e le te  "a  c o r r e c t io n a l  fa c i l i ty "
1 2  I n s e r t  " c o r r e c t io n a l  f a c i l i t i e s "

1 3 P a g e  3 , l in e  5 , a f te r  " D is tr ic t" :
1 4  I n s e r t  "o r  o th e r  ju d ic i a l  d is t r ic ts "

1 5  P a g e  3 , l in e  6, a f te r  " c o r re c t io n s ." :
1 6  D e le te  "T h e"
1 7 Insert "A"

„2>;  . m o
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Chenoweth

2/13/96

WORK DRAFT WORK DRAFT WORK DRAFT

CS F O R  H O U SE  B IL L  N O . 428( )

IN THE LEGISLATURE OF THE STATE OF ALA SKA 

NINETEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): HOUSE FINANCE COMMITTEE

A B IL L

F O R  AN A C T  E N T IT L E D

"A n  A c t re la tin g  to th e  au th o rity  of th e  D ep a rtm en t o f C o rrec tio n s  to c o n tra c t

fo r  facilities fo r the confinem ent an d  care of prisoners, and  annulling  a  regu lation

of th e  D e p a rtm e n t of C orrections th a t lim its the purposes fo r w hich an  ag reem en t

w ith  a  p r iv a te  agency m ay  be en tered  in to ; an d  giving notice o f an d  a p p ro v in g

a le a se -p u rc h a se  ag reem en t for the  design, construction , an d  o p e ra tio n  o f a

c o rre c tio n a l facility  in th e  T h ird  Ju d ic ia l D istric t, and  se ttin g  cond itions an d

lim ita tio n s  on  th e  fac ility ’s design, co n stru c tion , an d  o p e ra tio n ."

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* S ec tio n  1. AS 33.30.031(a) is am ended to read:

(a) The com m issioner shall determ ine the availability o f state correctional 

facilities suitable for the detention and confinem ent of persons held under authority o f 

s ta te  law  or under agreem ent entered into under (e) o f th is section. If  the 

com m issioner determines that suitable state correctional facilities are not available, the

-1- CSHB 428( )
New Text Underlined [DELETED TEXT BRACKETED]
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WORK D R A F T WORK DRAFT

com m issioner m ay enter into an agreem ent with a public or private agency to provide 

necessary  facilities, su b jec t to  the  following:

(1) th e  com m issioner m ay not e n te r  in to  an  a g re e m e n t w ith  a 

p u b lic  o r  p r iv a te  agency th a t  is u n ab le  to p rov ide a  d eg ree  o f custody , c a re , an d  

d isc ip lin e  to  th e  ex ten t re q u ire d  by th e  law s o f th is  s ta te :

(21 co rrec tio n a l [. CO RRECTIONAL] facilities provided through 

agreem ent with a public agency fo r the detention and confinem ent o f  persons held 

und er authority o f state law m ay be in this state or in another sta te ;

(3) co rrec tio n a l [. CORRECTION AL] facilities provided through 

agreem ent w ith a private agency

(A) m ust be located in this state unless the com m issioner finds

in writing that

f i)  [(1)] there is no o ther reasonable alternative for 

detention in the state; and

(ii) [(2)] the agreem ent is necessary because o f  health 

or security considerations involving a particu lar prisoner or class o f 

prisoners, or because an em ergency o f  prisoner overcrow ding is 

im m inent;

(B) m ay  p ro v id e  fo r the d e ten tio n  an d  co n fin em en t o f all 

p e rso n s  he ld  bv the co m m issio n er u n d er a u th o r ity  o f s ta te  law , w h e th e r 

ch a rg ed  w ith  o r  convicted  o f felonies o r m isdem ean ors , w ith o u t re g a rd  to  

th e  cu sto d y  classifica tions fo r p riso n e rs  as d e te rm in e d  bv th e  

co m m issio n er, un less the secu rity  of the fac ility  is in co n s is ten t w ith  those 

cu sto d y  c lassifica tions: an d

(C) m ay  n o t be adm in istra tively  res tric ted  o r  lim ited  bv the 

com m issioner to use only fo r p risoners involved in ce rta in  reh ab ilita tiv e  o r  

t re a tm e n t p ro g ra m s  au th o riz ed  bv law . [THE C O M M ISSIO N ER  M AY 

N O T EN TER  INTO A N  A G REEM EN T W ITH AN  A G EN CY  U N A B L E TO 

PROVIDE A D EG REE O F CUSTODY, CARE, AND D ISCIPLIN E SIM ILA R 

TO  T H A T R EQ U IR ED  BY TH E LAW S OF TH IS STATE.]

* Sec. 2 . N O T IC E  A N D  A PPRO V A L OF LEA SE-PU RCH A SE A G REEM EN T, (a) To

WORK DR AFT

C S H li 428( ) -2-
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provide fo r the design, construction, and operation of a new correctional facility  in order to
* •• * 0 

• ■

relieve overcrow ding o f existing correctional facilities, the Department o f  A dm inistration, on 

b eh alf o f  the D epartm ent o f Corrections, may enter into a lease-purchase agreem ent with a 

private th ird-party  contractor under AS 33.30.031 for the design, construction, and operation 

o f a correctional facility in the Third Judicial D istrict that will house persons who are 

com m itted  to the custody o f the com m issioner o f corrections. The project approval given by 

this subsection  is subject to the conditions o f (b) o f this section and to the following 

lim itations:

(1) the total construction and related costs o f establishing the correctional 

facility m ay not exceed $100,000,000;

(2) the total lease payments for the full term of the agreem ent may not exceed 

$200 ,000 ,000  and the anticipated annual am ount o f the rental obligation to be paid  by the 

D epartm ent o f  Corrections under the lease m ust be reasonably com m ensurate with that total; 

and

(3) at the end o f the term of the lease-purchase agreem ent, the state shall own 

the correctional facility.

(b) T he correctional facility to be designed, constructed, and operated under the notice 

and approval given in (a) o f this section

(1) m ust be designed and constructed so as to house, in separate housing, 

fem ale prisoners and male prisoners;

(2) may not contain a total population o f more than 1,000 prisoners, but must 

be designed and constructed so as to allow expansion o f the facility to a greater capacity; and

(3) may not be operated by the state except tem porarily when

(A) the private third-party contractor with w hom  the state has entered 

in to  an agreem ent to operate defaults in perform ance under the contract and state 

operation  is reasonably necessary to ensure the facility's continued operation; or

(B) the state is unable to contract with a private third-party contractor.

(c) I f  required by the com m issioner o f corrections as a condition o f the correctional 

fac ility ’s operation, in the award o f a contract for the operation o f the correctional facility to 

be designed, constructed, and operated under the notice and approval given in (a) o f this 

section , the D epartm ent o f Adm inistration shall require that persons em ployed by the

WORK DRAFT WORK DRAFT WORK DRAFT
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con tracto r as correctional officers in the facility meet the requirem ents o f  AS 18.65.130 - 

18.65.290 that are applicable to correctional officers.

(d) Subsection (a) o f this section constitutes the notice and approval required by 

AS 36.30.085.

* S ec. 3. CO N STRU C TIO N  O F CO RRECTIONAL FA C ILIT Y  U N D E R  PR O JEC T 

L A B O R  A G R EEM EN T, (a) The purpose of this section is to enable the state to m eet its 

obligation to im prove the care and custody o f the prisoners fo r w hich it is responsible at an 

early date through the completion o f construction o f a m ajor correctional facility by structuring 

labor relations at the jo b  site of the correctional facility in the interests o f  industrial harm ony 

and in a  way that m akes optim al use o f  construction resources.

(b) N otw ithstanding any restrictions that may be applicable under AS 36.30, the 

correctional facility described in sec. 2 o f this Act may be constructed  only under a public 

construction project labor agreement between the building construction contractor and one or 

m ore building trade unions; the labor agreement must provide

(1) a no-strike and no-slow down pledge by the union o r unions;

(2) a com m itm ent on the part o f the construction con tracto r to hire through 

local union  hiring halls; and

(3) a provision allowing not more than 15 percent o f  the construction 

co n trac to rs  workforce on the public construction project to be com posed o f persons who are 

not m em bers o f  the union or unions.

* Sec. 4. N othing in sec. 2 o f this Act precludes operation o f the correctional facility 

described  in sec. 2(a) o f this Act by a private third-party contractor com prised  o f persons 

em ployed by the D epartm ent o f Corrections.

* Sec. 5. 22  A A C  05.300(e) is annulled.

WORK DRAFT WORK DRAFT WORK DRAFT
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Revis ion D a t e : ______________________________________________________ Dept. A ffe c te d :_____________ Correc tions_____________
T tie : An A c t g iv ing no tice of and approv ing a lease- BRU: ALL_______________________ ___________
purchase ag reem en t fo r con s tru c tio n and ope ra tio n s ........................................C om ponen t: ________________________________________
Sponso r; House Finance
re q u e s ts r : House Finance __________________________ COMPONENT SERIAL NO. *0 6 9 4

STATE OF A LA SKA  BELL NO. CSHB 4281
1996 LE G ISLA T IV E  SESSION

Exp end itu res/R even u es (T housands o f Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02

PERSONAL SERVICES 171 .7 174 .3 176 .9 179 .5 182 .2 1 85 .0
t r a v e l

CONTRACTUAL 3 0 0 .0
SUPPLIES
EQUIPMENT
.A N D  & STRUCTURES
SnANTS , CLA IM S
M ISCELLANEOUS 20 .0 2 0 .0 2 0 .0 2 0 .0 20 .0 2 0 .0
TO TAL OPERATING 4 9 1 .7 1 94 .3 1 9 6 .9 1 9 9 .5 2 0 2 .2 2 0 5 .0

CAP ITAL EXPENDITURES 1 1 1 I I

CHANGE IN REVENUES ( 1 | 1 1 1 1 1 1

FUND SOURCE (Thousands o f Dollars)
*0 0 2  Feoera l Rece ip ts 1 I 1
*0 0 3  GF M a tch 1 1 1
ICC 4 GF 1 1 1
1 005 GF /P rogram Rece ip ts 1 i 1
' 006 G F /M HT IA 1
C 'n e r CIP Rcots 4 9 1 .7 1 94 .2 196 .9 199 .5 i 2 02 .2 | >05 .0
TOTAL 4 9 1 .7 194 .3 196 .3 1 9 9 .5 | 2 0 2 .2  | 2 0 5 .0

E stim a te r f  any cu rre n t yea r (FY96) cos t: $ 0 ,0

POSITIONS
FULL-TIME 3 1 I
PART-T IME

1 ! 1
"M P O R A R Y _ . i I i

ANA LYS IS :_________ (A tta c h a separa te page if necessary)_________________________________________  [
This bill would allow the DOC to enter into a single combined lease/purchase and operational agreement with a
private third party to provide up to 1000 jail/prison beds at a construction cost of not more than $ 10 0 ,00 0 ,00 0 . :
The bill is silent regarding the cost of operation.' This fiscal note states those costs associated with planning 
and management. No costs of site procurement, construction or operation are included.

CONTINUED ON PAGE 2

D iv is ion : O ffic e o f th e Comm iss ione r ,

A op roved by C om m is s io n e r ~ C v V "  * a r a ;

Phone: 4 6 5 -4 6 5 2
Da te : 2 /1 9 /9 6

Da te : 2 /1 9 /9 6
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The DOC would secure consultant services to develop :
1/ a feasability study determ ining the potential costs and benifits which would result from 

contracting facility operations,
2/ a feasability  study to determ ine the system  wide im pact o f  a large centralized facility in 

the ..vird Judicial District:
3/ and a staffing and operational plan including operational standards.

5300.0 has been requested for this purpose.

The DOC w ould be required to provide DOA sufficient inform ation and consultation 
necessary to:

1/ finalize site selection.
2/ prepare an RFP for the construction o f  a facility o f  up to 1000 jail/prison  beds in the 

T h ird  Judicial District;
3/ and prepare an RTP seeking private providers to construct and operate the facility.

DOC w ill need to m aintain constant project planning and oversight capability throughout the 
life o f  the project which is expected to take five or m ore years.

The duties o f  a C rim in a l Ju s tice  P la n n e r  (S71.9) w ould change as the project progressed.
A t the outset this position would assist in preparing the RFP for consulting services and 
w ouid assist throughout with governm ental liaison, com m unity  relations related to sire 
selection, construction and operation. Prisoner m ovem ent, program m ing, staffing and 
operational contractor start-up w ould be the responsibility o f  this position.

The F ac ilities  M a n a g e r  I (S67.4) w ill serve as DO C’s first line o f  oversight and project 
m anagem ent site selection, facility design, and construction. The need for this position will 
extend through final acceptance o f  the facility.

The A d m in is tra tiv e  C le rk  I  ($32.5)w ill be required throughout the project to prepare 
research, m aintain  files and records and generally provide necessary support to the C rim in a l 
Ju s tic e  P la n n e r  and Facilities M a n a g e r  I

For each position above the salary is show n as annual. It is included for the expected six year 
duration o f  the project an has been budgeted w ith a 1.5% increm ent each year after FY  97

$20.0 annually  is included to pay for office space, equipm ent, supplies, travel, etc.
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BRU: R e v e n u e  O p e r a t i o n s

C om ponen t: Treasury M a n a g e m en t

Sponsor:

R equesrcr;

House Finance Committee

(H ) JUD

E xp en a itu ie s/R even u e s:

COMPONENT SERIAL NO. 

(T hou sand s o f Dollcrs)

121

| OPERATING EXPENDITURES FY 97 FV 08 FY 99 FY CO FY01 FY 02

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 1

CHANGE IN REVENUES (

FUND SOURCE (T hou sand s of Dollcrs)

• IC02 F ed e ra l R ece ip ts 1

j 1C03 GF M atch 1

i 1004 GF 1
1
:CC5 G F/P rccrcm  R ece ip ts 1I

i0 3 7  G r/M en tc l H ec ilh 1

O ther

TOTAL 0.0 0.0 0.0 0.0 0 .0 0.0

Estim ate of a n y  current y e a r  (FT96) co st  i  

POSITIONS:

‘full-time

PART-TIME

'tem porary

ANALYSIS: (A ttach a  so p a r a le  p a g e  if n e c e s s a ry )

(S e e . A t t a c h e d  A n a ly s is )

P rep a re d  by:

Division:

A pproved  b y  Com m issioner: 

Agency:

Phone : _ 4 6 5 -3 7 5 0  

D ate :

D ate :
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1/25/96
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F i s c a l  N o t e  A n a ly s i s  H B  4 2 8  

l e a s e - P u r c h a s e  C o r r e c t i o n a l  F a c i l i t y  

J a n u a r y  2 5 .  1 9 9 6  

P a g e  2  Of 2

| H o u s e  Bill N o . 4 2 8  a p p r o v e s  a  l e a s e - p u r c h a s e  a g r e e m e n t  fo r t h e  f in c n c in g ,  c c n s m jc t l c n .  a n d  o p e r a t io n  

| o f  a  c o r r e c t io n a l  fa c il i t y .

, 'O p e r a t in g  B u d g e t

iT h e  l e g i s la t io n  w o u ld  h a v e  n o  im p a c t  o n  t h e  T re c su ry  D iv is io n 's  o p e r a t in g  b u d g e t .

D e b t  F in a n c in g  I s s u e s

O u r c o m m e n t s  a r e  c a s e d  o n  s e v e r a l  a s s u m o r io n s .  First, t h e  le a " " -  w ill b e  lo n g - t e r m . S e c o n d ,  t h e  l e a s e -  

p u r c h a s e  a g r e e m e n t  t e rm s  w ill b e  in p e r t  b a s e c  c n  t h e  c o n t r a c t o r  b o r r o w in g  u p  to  S1GO.OGO.OCO fo r 

d e s i g n in g ,  c o n s t r u c t in g ,  a n d  e q u ip p in g  t h e  fa c il i ty . A n d  f in a lly , t h e  f in c n c in g ,  c o n s t r u c t io n ,  a n d  

o p e r a t io n  o f  t h e  r 'c c i'lty  w ill b e  b u n d le d  in to  a  s in g le  c c n t r c c t .

If t h e  a s s u m p t io n s  a r e  c o r r e c t ,  s e v e r a l  i s s u e s  c o m e  to  m in d  t h a t  m a y  n e e d  to  b e  c o n s id e r e d .

1 ) This l e a s e - p u r c h c s e  w ill b e  c o n s id e r e d  d e b t  fro m  a  b o n d  r c t in g  p e r s p e c t i v e  e n d  w ill 

b e  r e c o r d e d  a s  s u c h  in  t h e  S t a t e 's  f in c n c ic l  s t a t e m e n t s .

2 )  T he  c o n t r a c t o r  m a y  w a n t  to  s e c u r i t i z e  t h e  S t a r e 's  l e a s e  a n d  o f f e r  th is  d e b t  In t h e  

d o m e s t i c  o r  in t e r n a t io n a l  f in a n c ic l  m c r k e t s  in  o r d e r  to  o b t o in  t h e  f u n d s  n e c e s s a r y  

fo r c o n s t r u c t io n .  This p r o c e s s  r a i s e s  s e v e r a l  m e r e  q u e s t io n s .

3 )  S e c u r i t i z in g  t h e  l e a s e  o v e r  a  p e r io d  o f  r im e  b e y o n d  t h e  e x p e "  e c  P r u .  ../  C u r v e  

m a y  h a v e  a n  a f f e c t  o n  t h e  S t a t e 's  c u r r e n t  b o n d  r a t in g ,  W e  a r e  w o rX ln g  w ith  o u r  

f i n a n c i a l  c d v i s o r  to  c o n v in c e  t h e  m a r k e r  t h a t  t h e  S t a t e  Is w o r k in g  o n  a  p l a n  to  fill t h e  

f i s c a l  g a p  a n d  r e d u c e  o u r  d e p e n d e n c e  o n  o il r e v e n u e s .

4 )  C o n s id e r a t io n  s h o u ld  b e  g i v e n  to  c n  o v e r a l l  s t r a t e g y  d e a l i n g  w ith  in f r a s t r u c tu r e  a n d  

c a p i t a l  n e e d s  o f  t h e  S t a t e .  A g r e e m e n t s  a s  o u t l in e d  in  HB N o . 4 2 8  a r e  o n ly  a  p o r t io n  

o f  t h e  t o t a l  p ic t u r e .  This a g r e e m e n t  w ill r e d u c e  t h e  S t a t e ' s  d e b t  c a p a c i t y  a s  w e  o f f e r  

o u r  c r e d i t  t o  a  p r lv o te  c o n t r a c t o r  a n d  a t  t h e  s a m e  t im e  g i v e  u p  t h e  r ig h t  t o  h a v e  a n y  

c o n t r o l  o v e r  t h e  d e b t  I s su in g  p r o c e s s .

C a n  a  p r iv a t e  c o n t r a c t o r  I s su e  s e c u r i t i z e d  s t a t e  l e a s e s  c h e a p e r  t h a n  t h e  S t a t e ?  T he  e n s w e r  Is p r o b a b ly  

n o t . W e  c a n  a c c e s s  t a x  e x e m p t  m a r k e t s  u s in g  o u r  e x is t in g  c o n t r a c t s  w ith  o u r  o w n  f in a n c ia l  a d v i s o r  a n d  

b o n d  c o u n s e l  a n d  b o r r o w  m o n e y  a t  v e r y  c o m p e t i t iv e  r a t e s .

A d v a n t a g e s  o f  s e c u r i n g  o u r  o w n  f i n a n c in g  in c lu d e  t h e  a b i l i t y  to  r e f i n a n c e  a t  a n y  t im e  f a v o r a b le  m a r k e t  

c o n d i t io n s  p r o v id e  s a v in g s .  A lso , w e  e l im in a t e  t h e  n e e d  to  u n b u n d le  t h e  l e a s e - p u r c h a s e  fro m  t h e  

c o n s t r u c t io n  a n d  o p e r a t in g  c o n t r a c t s  s h o u ld  p r o b le m s  a r i s e  d u e  to  n o n - p e r f o r m a n c e  o r  d e f a u l t  o n  t h e  

p a r t  o f  t h e  c o n t r a c t o r .
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STATE OF ALASKA 
Q  LEGISLATIVE SESSION

BILL NO. CSHB 423 (FIN )

Title:

Sponsor:
Requestor:

A n A ct g iv ing  notice o f and approv ing  a 
lease-purchase agreem ent for construction  & operations. 
House F inance

Dept. A ffected  C orrections
BRU : Ail

C om ponents:
Serial # s/0694

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY 97 FY 98 FY 99 FY00 FY 01 FY 02
P e r s o n a l  S e r v i c e s
T r a v e l
C o n t r a c t u a l
S u p p l i e s
E q u ip m e n t
L a n d  & S t r u c t u r e s
G r a n t s ,  C l a i m s
M i s c e l l a n e o u s
TOTAL OPERATING

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

300.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0,0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

300.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0

| ^ N U E 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (THOUSANDS OF DOLLARS)
General Fund 300.0 0.0 0.0 0.0 0.0 0.0
Federal Fund 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 300.0 0.0 0.0 0.0 0.0 0.0

P O S IT IO N S :
Full-Time 0 0 0 0 0 0
Part-Time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)________________________________________
S100.0 thousand dollars for RSA to the DepL of Transportation & Public Facilities 
initial design specification work for Request for Proposal;
S 100.0 thousand dollars RSA to DOA to work on site selection & issue RFP; and 
S 100.0 thousand dollars for DOC to contract for identifying population to be 
served in contract prison, and prepare requirements for contract prison. 

________________Balance of needs identified will be included in financing package as capitalized costs.

l^ p rc d by: House Finance Committee Date: 2/28/96

Rep. Mark Hanley, C o - C h a w ^ ^ ^ ^ y ^ *  Phone: 465-4939

Rep. Richard Foster, C o - C h a m ^ ^ ^ ^ ^ A T J ^ ^  Phone: 465-3789
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t o w w o f
H F C ______

Revis ion D a t e : ___________________________________________________
T itle : "A n A c t g iv ing notice o f and app rov in g a lease-
purchase ag reem en t fo r con s tru c tio n and o pe ra t io n s ..."_____________

STATE OF ALASKA
1996 LE G IS LA T IV E  SESSION

B IL L  NO. CoHB 4 2 8 1

Dep t. A ffe c te d ^ 
'BRU :
C om ponen t:

C o rrec tions
ALL

Sponso r:
Requester:

House Finance
House Finance COMPONENT SERIAL NO. # 0 6 9 4

Expenditures/Revenues (T h ou san d s of Dollars)
OPERATING EXPENDITURES FY 97 FY 9R FY 99 FY 00 FY 01 FY 02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLA IM S
M ISCELLANEOUS

0 .0 0 .0 0 .0 0 .0 0 .0

3 ,1 2 9 .6
TOTAL OPERATING 3 ,1 2 9 .6 0 .0 0 .0 0 .0 0 .0 0 .0

CAP ITAL EXPENDITURES 3 ,1 2 9 .6

CHANGE IN REVENUES J  )

FUND SOURCE (Thousands o f Dollars)
1 00 2 Federal Rece ip ts
1 003 GF M a tch
1 0 0 4 GF
1005 GF /P rogram Rece ip ts
1006 GF /M HT IA
O the r CIP

0 .0 0 .0 0 .0 0 .0 0 .0

3 ,1 2 9 .6
TOTAL 3 .1 2 9 .6 0 .0 0 .0 0 .0 0 .0 0 .0

E stim a te o f any cu rre n t year (FY96) cos t: $ 0 .0

POSITIONS
FULL-TIME
PART-T IME
TEMPORARY

ANALYS IS : (A tta c h a separa te page if necessa ry) I
This bill w ou ld a llo w  the DOC wo rk ing th ro ugh the DOA to  secure the con s tru c t io n and ope ra tion o f o f a ja il/p r is on fa c ility . 
The bill spec ifie s th a t the fin anc ing o f the c on s tru c t io n is to  be financed by the p riva te c o n tra c to r and paid fo r th ro ugh a lease 

purchase agreem en t.

The depa rtm en t w ou ld serve as the lead depa rtm en t th ro u g h the com p le tio n o f tho p ro je c t. DOC ,DOA and DOT&PF w ou ld 
p rov ide se rv ices as described in the fisca l no tes s u bm itte d by each depa rtm en t. The sum o f all fisca l no tes , in c lu d in g DOC is 
show n as a cap ito l expend itu re in th is DOC fisca l no te . Funds requ ired by the o th e r depa rtm en ts w ou ld be p rov ided by RSA 

from  the DOC.

RSA to  DOA $ 5 8 0 .0  
RSA to DOT&PF $ 1 ,0 6 0 .0  

DOC cos ts $ 1 ,4 8 9 ,6

Prepared by: 
D iv is ion :

Je rry Shriner
O ffic e o f th e Comm issioner

^Approved by C omm iss ione r: 
'A g e n c y : _________ of C orrections

-^ ejrPugh

Phone:
Da te :

Da te :

4 6 5 -4 6 5 2
2 /1 9 /9 6

2 /1 9 /9 6

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call tba Governor’s Legislative Office
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F I S C A L  N O T E

Revis ion Da te : __________________________________________________
T itle : A n A c t g iv in g no tice o f and app rov ing a lease-
pu rchase ag reem en t fo r c o n s tru c t io n and ope ra t io n s ..............................
S ponso r: House Finance___________________________________
Requester:

STATE O F  ALASKA
1996 LE G ISLA T IV E  SESSION

B IL L  NO . CSHB 4 2 8 1

Dep t. A ffe c te d ^ 
"BRU :
C om ponen t:

C o rrec tions
ALL

House Finance

Expenditures/Revenues

COMPONENT SERIAL .MO. 

(T h o u sa n d s o f Dollars)

# 0 6 9 4

OPERATING EXPENDITURES FY 97 FY 98 FY 9 9 FY 00 FY 01 FY 0 2
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLA IMS
M ISCELLANEOUS

171 .7 1 7 4 .3 1 7 6 .9 1 7 9 .5 182 .2 1 8 5 .0

3 0 0 .0

2 0 .0 2 0 .0 2 0 .0 2 0 .0 2 0 .0 2 0 .0
TO TAL OPERATING 4 9 1 .7 1 9 4 3 1 9 6 .9 1 9 9 .5 2 0 2 .2 2 0 5 .0

CAP ITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (T housands o f Dollars)
1 0 0 2 Federa l Rece ip ts
1 0 0 3 GF M a tch
1 0 0 4 GF
100 5 GF /P rogram Rece ip ts
1 0 0 6 G F /M HT IA
O the r CIP Rcpts 4 9 1 .7 1 9 4 .3 1 9 6 .9 1 9 9 .5 2 0 2 .2 2 0 5 .0

TO TA L 4 9 1 .7 1 9 4 .3 1 9 6 .9 1 9 9 .5 2 0 2 .2 2 0 5 .0

E stim a te o f any cu rre n t year (FY96 ) co s t: $ 0 .0

POSITIONS
FULL-T IME 3
PART-T IME
TEMPORARY

ANALYS IS : (A tta c h  a separa te pag e if necessary)
This bill would allow the DOC to enter into a single combined lease/purchase and operational agreement with a 
private third party to provide up to 1000 jail/prison beds at a construction cost of not more than $ 10 0 ,0 0 0 ,0 0 0 . 
The bill is silent regarding the cost of operation. This fiscal note states those costs associated with planning 
and management. No costs of site procurement, construction or operation are included.

CONTINUED ON PAGE 2

Prepared by: J e rry Shriner Phone: 4 6 5 -4 6 5 2
D iv is ion : O ffic e o f th e C omm iss ione r r \ (\ -L/b ^ Date : 2 /1 9 /9 6

A pp roved by C omm iss ione r: ^  Pugh Date : 2 /1 9 /9 6
A gen cy : x  D ^ fa r tm e n t o f C o rre c tio ns

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call tho Governor's Legislative Office

(Rev 11/95) 96fisno.xls/DBR 1 of 2
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T he D O C w ould secure consultant services to develop :
1/ a feasability  study determ ining the potential costs and benifits w hich would result from  

contracting  facility  operations,
2 / a  feasability study to determ ine the system  wide im pact o f  a  large centralized facility in 

the third Judicial D istrict;
3 / and a staffing  and operational plan including operational standards.

$300.0 has been requested for this purpose.

T he DO C w ould  be required to provide DOA sufficient inform ation and consultation 
necessary to:

1/ finalize site selection,
2 / prepare an RFP for the construction o f  a facility o f  up to 1000 jail/prison  beds in the 

T h ird  Judicial D istrict;
3/ and prepare an RFP seeking private providers to construct and operate the facility.

D O C will need  to m aintain  constant project planning and oversight capability throughout the 
life o f  the project w hich is expected to take five or m ore years.

T he duties o f  a C rim in a l Ju s tic e  P la n n e r  ($71.9) w ould change as the project progressed.
A t the outset this position  w ould assist in preparing the RFP for consulting services and 
w ould  assist throughout w ith governm ental liaison, com m unity relations related to site 
selection, construction  and operation. P risoner m ovem ent, program m ing, staffing and 
operational contractor start-up w ould be the responsibility o f  this position.

T he F ac ilitie s  M a n a g e r  I ($67.4) will serve as D O C ’s first line o f  oversight and project 
m anagem ent site selection, facility  design, and construction. The need for this position will 
extend through final acceptance o f  the facility.

T he A d m in is tra tiv e  C le rk  I  ($32.5)w ill be required throughout the project to prepare 
research, m aintain  files and records and generally provide necessary support to the C rim in a l 
J u s tic e  P la n n e r  and F ac ilities  M a n a g e r  I

For each position  above the salary is show n as annual. It is included for the expected six  year 
duration  o f  the project an has been budgeted with a 1.5% increm ent each year after FY 97

$20.0  annually  is included to pay for office space, equipm ent, supplies, travel, etc.
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Revision O ate: ___________________________________

Title: l e c s e  P u rc h c se  C o rrectiona l Facility

STATE OF ALASKA
I 996 LEGISLATIVE SESSION M f l f f i O U T O F

B i l l  V e r s i o n :  C SH B  a 2 8 ( J U D )

(H) Publish Cate: 2/5/96 ^
D ept. A ffected : R evenu e

8RU: R e v e n u e  O p e r a t i o n s

C om ponen t: Treasury M a n a g e m e n t

sponsor:

Reauesror:

House Finance Comn.ittee

(H ) JUD

Expend itu re s/R evenues:

COMPONENT SERIAL NO.

(T housand s o f Dollars)

121

CHANGE IN REVENUES (

FUND SOURCE (T hou sand s o f Dollcrs)

1 OPERATING EXPENDITURES FY 97  | FY 08 F / W FY CO FY01 i FY 02

| PERSONAL SERVICES 

i TRAVEL

'c o n t r a c t u a l

SUPPLIES 

EQUIPMENT 

LAND & STRUCTURES 

GRANTS. CLAIMS 

! MISCELLANEOUS

|

iTOTAL OPERATING 0.0 0.0 0.0 0.0 0 .0 0.0

I CAPITAL EXPENDITURES i

i 1C02 F ed e ra l R ece ip ts

11C03 G F M ctcn 1

ilCCUGF 1

, ’CCS G F/Progrcm  R ece ip ts 1

1037 G F/M entc l H eclth !

Other 1
TOTAL 0.0 0.0 0.0 0 . 0 1 0 .0 0.0

Estim ate of a n y  curren t y e a r  (FY96) c o st  $ 

POSITIONS:

[full-time

i PART-TIME 

| TEMPORARY

ANALYSIS: (A ttach a  s e p c ra te  p a g e  if n e c e s sa ry )

(S e e  A t t a c h e d  A n a ly s i s )

P rep a red  by:

Division: Treasury

A pproved  b y  C om m issioner:

Agency:

e s t  BroWne, D eb t M a n a g e r

£

Phone : _ 4 6 5 -3 7 5 0  

D ate :

D ate :

1/25/96
1/25/96

D e ca r im en t o f R even u e

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further d istribution in form ation c a ll th e  G overnor's Leg isla t ive  O ffice

C Q M M I J J i E E  C O P Y
P c g e  1 c f  2



f i s c a l  N o t e  A n a ly s i s  H B  4 2 8  

L e a s e - P u r c h a s e  C o r e c t i o n c l  F a c i l i t y  

J c n u a r y  2 5 ,  i 9 9 6  

P a g e  2  Of 2

H o u se  Bill N o . 4 2 8  c p o r o v e s  a  l e a s e - p u r c n c s e  a g r e e m e n t  for t h e  f in c n c t n g .  c o n s t r u c t io n ,  e n d  c c e r c t i c n  

o f  a  c o r r e c t io n a l  fa c il ity .

!
O p e r a t in g  B u d g e t

T he l e g i s la t io n  w o u ld  h a v e  n o  im p c c t  c n  t h e  T re a su ry  D iv is io n 's  o p e r a t in g  b u d g e t .

| D e b t  F in a n c in g  I s s u e s

l
O ur c o m m e n t s  a r e  b a s e d  c n  s e v e r a l  a s s u m o t ie n s .  Firs*, t h e  l e c s e  w ill b e  lo n g - t e r m . S e c o n d ,  t h e  l e c s e -  

p u r c h a s e  a g r e e m e n t  t e rm s  w ill b e  in p e r t  b c s e d  c n  t h e  c c n t r c c r c r  b o r r o w in g  u p  to  S1CO.OCO.CCO fo r 

I d e s i g n in g ,  c o n s t r u c t in g ,  e n d  e q u ip p in g  t h e  fa c il i t y . A n d  fin c lly , t h e  f in c n c in g ,  c o n s t r u c t io n ,  a n d  

j o p e r a t io n  o r  t h e  f a c il i t y  w ill b e  b u n d le d  in to  a  s in g le  c o n t r a c t .
| I
| If t h e  a s s u m p t io n s  a r e  c o r r e c t ,  s e v e r a l  i s s u e s  c o m e  to  m in d  t h c t  m a y  n e e d  to  b e  c o n s id e r e d .

'
|

1) This l e c s e - p u r c h a s e  w ill b e  c o n s id e r e d  d e b t  fro m  a  b o n d  r a t in g  p e r s p e c t i v e  e n d  w ill 

b e  r e c o r d e d  a s  s u c h  in  t h e  S t a t e ’s  f in c n c lc l  s t a t e m e n t s .

2 )  T h e  c o n t r a c t o r  m a y  w a n t  to  s e c u r i t i z e  t h e  S t a t e ' s  l e c s e  a n d  o f f e r  th is  d e b t  In t h e  

d o m e s t i c  o r  in t e r n a t io n a l  f in a n c ia l  m c r k e r s  in  o r d e r  to  o b t a in  t h e  fu n d s  n e c e s s a r y  

fa r  c o n s t r u c t io n .  This p r o c e s s  r a i s e s  s e v e r a l  m o r e  q u e s t io n s .
I

3 )  S e c u r i t i z in g  t h e  l e a s e  o v e r  a  p e r io d  o f  t im e  b e y o n d  t h e  e x p e c t e d  Pruct- C u r v e  

m a y  h a v e  a n  a f f e c t  c n  t h e  S t a t e 's  c u r r e n t  b o n d  r a t in g .  W e  a r e  w o r k in g  w ith  o u r  

f i n a n c i a l  c d v i s o r  to  c o n v in c e  t h e  m a r k e r  t h a t  t h e  S t a t e  is w o r k in g  o n  a  p l a n  to  FI! t h e  

f i s c a l  g a p  a n d  r e d u c e  o u r  d e p e n d e n c e  o n  o il l e v e n u e s .

4 )  C o n s id e r a t io n  s h o u ld  b e  g i v e n  to  a n  o v e r a l l  s t r a t e g y  d e a l i n g  w ith  In f r a s t r u c tu r e  a n d  

c a p i t a l  n e e d s  o f  t h e  S t a t e .  A g r e e m e n t s  c s  o u t l in e d  in HB N o . 4 2 8  a r e  o n ly  a  p o r t io n  

o f  t h e  t o t a l  p ic t u r e .  This a g r e e m e n t  w ill r e d u c e  t h e  S t a t e ' s  d e b t  c a p a c i t y  a s  w e  o f fe r  

o u r  c r e d i t  to  a  p r iv a t e  c o n t r a c t o r  a n d  a t  t h e  s a m e  t im e  g i v e  u p  t h e  r ig h t  to  h a v e  a n y  

c o n t r o l  o v e r  t h e  d e b t  I s s u in g  p r o c e s s .

C a n  a  p r iv a t e  c o n t r a c t o r  i s s u e  s e c u r i t i z e d  s t a t e  l e a s e s  c h e a p e r  t h a n  t h e  S t a t e ?  T n e  a n s w e r  Is p r o b a b ly  

n o t . W e  c a n  a c c e s s  t a x  e x e m p t  m a r k e t s  u s in g  o u r  e x is t in g  c o n t r a c t s  w ith  o u r  o w n  f in a n c ia l  a d v i s o r  a n d  

b o n d  c o u n s e l  a n d  b o r ro w  m o n e y  a t  v e r y  c o m p e t i t iv e  r a t e s .

A d v a n t a g e s  o f  s e c u r in g  o u r  o w n  f in a n c in g  in c lu d e  t h e  a b i l i t y  to  r e f i n a n c e  a t  a n y  t im e  f a v o r a b le  m a r k e t  

c o n d i t io n s  p r o v id e  s a v in g s .  A lso , w e  e l im in a t e  t h e  n e e d  t o  u n b u n d le  t h e  l e a s e - p u r c h a s e  fro m  t h e  

c o n s t r u c t io n  a n d  o p e r a t in g  c o n t r a c t s  s h o u ld  p r o b le m s  a r i s e  d u e  to  n o n - p e r f o r m a n c e  o r d e f a u l t  o n  t h e  

p e r t  o f  t h e  c o n t r a c t o r .

.



FISCAL NOTE

^ R e\

STATE OF ALASKA
LEG ISLAT IVE  SESSION

B IL L  NO . c s rm  (.TUP)

Revision Date: ______________________________________________
Title: “An act relating to the Department of Corrections to
contract tor facilities for the confinement and care o f  "
Sponsor: House Finance____________________________________
Requestor: Mulder___________________________________________

Department Affected: Administration 
BRU: General_Services_____________
Component: Purchasing

EXPENDITURES/REVENUES:

COMPONENT SE R IA L  NO. J30

(Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02

PERSONAL SERV ICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

50.0 100.0 0.0 45.0 11.3

100.0 150.0 *

TOTAL OPERATING 0.0 150.0 250.0 0.0 45.0 11.3

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

LUND SOURCE: (Thousands of Dollars)

SPR02 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

OTHER * C IP  receipts 150.0 250.0 0.0 45.0 11.3

TOTAL 0.0 150.0 250.0 no 45.0 11.3

Estimate of any current year (FY  96) cost: S 0.0 

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

1 1

1 1

ANALYSIS: (Attach a separate page if necessary.)

Costs are funded from CIP receipts from capital appropriation in FY 97 shown on Department of Corrections fiscal note

See Continuation Page

Prepared by: 
Division:

Dugan Petty. Director
General Services

Approved by Commissioner: Mark Boyer
ency: Department of Administration

l/ l/V —-

Phone:
Date:

465-2250

© Date: 3 - j 20 A? I?

Rev 01/96
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office
Page 1 of 2



FISCAL NOTE 
STATE OF ALASKA

1996 LFGISIATIVr: SESSION
BILL NO. CSHB  428  (JUD )

^ ^ A L Y S IS : (continued)

1. ASSUM PTIONS:

1.1. Dept, of Corrections will furnish requirements for the number of beds and location criteria.

1.2. Dept, of Corrections wiil establish operational criteria for the facility.

1.3. DOT&PF will develop a building space program, conceptual design and performance specifications 
suitable for use in the Request for Proposals.

1.4. DOT&PF will provide construction administration and inspection services from award to occupancy.

1.5. Lease payments will begin within 24 months of issuance of debt. Based on a debt payoff by the year
2013, $100 million principal, and current coupon rates ranging from 3.8 to 5.4 percent (based on 
discussion with the Dept, of Revenue), the approximate annual payment is estimated to be $10.3 million.

2. DEPARTM ENT O F ADMINISTRATION R ESPO N SIB IL IT IES  AND C O ST S :

2.1. F a r  lity criteria.

2.1.1. Prior to award - $225,000 (FY  98 - 99).

2.2.2. After award -1 years startup effort (FY 01).

1/2 time Contracting Officer for contract administration $45,000

2.3. Annual cost to administer the lease-purchase agreement, and the operation agreement after occupancy. 
Begin in FY  03

Legal:

Financial:

Develop RFP :

1/2 Project Manager, R 21 for 24 mo.

$50,000

$25,000

$50,000

$100,000
2.2. Operations criteria.

2.2.1. Prior to award - $125,000 (FY  98 - 99)

Legal:

R FP  development & preparation:

1/2 Project Manager, R 21 for 24 months:

$25,000

$50,000

$100,000

1/8 Contracting Officer for life of lease: $11,250

S ee  attached sp read sh eet for allocation of c o s ts  by fiscal year and fund sou rce

Page _2_ of _2



Allocate Fiscal Note HB 428

2.1 C o n s tru c t io n  c r ite r ia  fo r th e  RFP
Legal: 

Financial: 
Develop FIFP: 

1/2 Project Manager R21 for 24 months

2 .2 O p e ra tio n a l c r ite r ia  fo r th e RFP

2.21 Prior to award
Legal:

RFP development & preparation: 
1/2 Project Manager, R 21 for 24 months:

2.22 After award
1/2 Contracting Officer for 1 year stanup effort:

2.3 C o n tra c t A dm in is t ra t io n
Annual cost to administer the lease-purchase 
agreement, and the operation agreement. Begin in 
FY 02

1/8 Contracting Officer for life of lease:

Sub-total

FY 97
GF C ap ita l F und s

FY 98

25.0

25.0
50.0

5 0 .0

FY 99

25.0
25.0
25.0
50.0

25.0
50.0
50.0

FY 00 FY 01

45.0

FY 02

| 150.0| 250.01 [ 45.0

1 1 .3

To ta l
C a p ita l
F un d s

50.0
25.0
50.0 

100.0

25.0
50.0 

100.0

45.0

11.3

11 .31 4 5 6 .3 1

A nnua l 
O pe ra tin g 
Funds 

FY 03

1 1 .3

11.3

File:JAILS.XLS-Fis Note Page 1 Printed:2/20/96-8:34 AM



STATE OF ALASKA
1996 LEG ISLATIVE SESSION

F I S C A L  N O T E
B ILL NO. I IB42C

Revision Dale: 2/9/96_________________________________________ D e p t . Affected;______________ DOT&PF__________
Title: *An Act giving notice of and approving a lease- BRU: Central Region____________________
purchase agreement for construction and...of a correctional facility...* Component: Design and Construction___________
Sponsor; House Finance__________________________________  __________________________________
Requester: House Judiciary_________________________________ COMPONENT SERIAL NO. 11561

E xp en d itu res/R even u es______________  (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERA DNG 0.0 O.C 0.0 0.0 0.0 0.0

CAP ITAL EXPENDITURES 5900 370.0 80.0 20.0

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
O ther 590.0 370.0 80.0 20.0
TOTAL 590.0 370.0 80.0 20.0 0.0 0.0

E stim a te o f any cu rre n t year (FY96) cos t: S 0.0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

S ee a tta ched d o cum en ta tio n fo r add itio n a l de ta ils .

M L

1f a a d o y V " ^

Prepared by: Roger Head/Loren Rasmussen. P.E. ActinqD irector Phone: 465-2960
Division: Engineering and Operations _ ,  Date: 2/9/96

Approved by:
. .  L \ 9 X ^ Date: 2/9/96---------------------------- r f  •— ------------------------

'Joseph L. Perkins. Commissioner
Agency: Department of Transportation and Public Facilities

PREPARER TO PROVIDE A LL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call ihe Governor's Legislative Office 

(Rev 01/96) 9640fisn.xIs/SSK Page 1 of 1



Attachment to 
Department o f Transportation & Public Facilities 

Fiscal Note For House B ill 428
House Bill 42S is an act to provide for construction and operation o f a new correctional 
facility. The Department of Administratior would act on behalf o f the Department o f 
Corrections to enter into a lease-purchase agreement for construcdon and operation o f a 
facility in the Third Judicial District.

The Department o f Corrections is the lead agency responding to the bill and has determ ined 
that prior to requesting Department o f Administration to solicit proposals, it will be 
necessary to complete a population study to determine the effect o f the proposal on the 
remaining facilities in the State system. This will determine the type and program expected 
o f the new facility.

DOT&PF is limited to assisting DOC in determining a site and preparing a conceptual plan 
based on the information developed from the population study. This work will take place 
prior to Department o f Administration’s solicitation for the lease-purchase contractor.

Cost Estimate:

Due to the size and complexity o f this project, one project manager would be dedicated to 
the work for a period o f 18 months. Advertising and proposal selection for consultant 
services would also be required. The consultant, in conjuncuon with the population study 
prepared for the Department of Correcdons, would prepare a function/space program, a 
location study and site selecuon, and prepare a concept design. Consultant costs are based 
on a percentage o f a typical design fee for a S70,000,000 construcdon project. Design fee 
at 7% of the construcdon value would be S4,900,000. Costs are esdm ated as follows:

Project M anager 18 months S 105,000
Support S taff 20,000
Advertising and Award Costs 10,000

Consultant Costs:
Function & Space Program (.03 x Design Fee) 125,000
Locauon Study/Site Selecuon 150,000
Conceptual Design (12 x Design Fee) 550,000

Design and Construcdon Allowance 100.000

Total Department o f Transportauon & Public Faciliues cost S 1.060.000

See additional spread sheet1 for other costs projected by Department o f Correcdons

1 Past experience has show n that an extensive am ount o f tim e and effort will be expended dtroughoul the 
final design and construction phase o f the project. An allow ance has been included in the fiscal note even 
though the costs on the additional spread sheet do not include the final design and construction phases.
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S t a t e  o f  A la s k a
DEPARTM ENT OF TRANSPORTATION A PUBLIC FA C IL IT IES

PUBLIC  FACILITIES BRANCH

Thcs j  an -neonmi tfonrnujceacu : f  tie C ro r a u a i or Tm spotucon a  Public F .xM its. If you received this tacsimbc a  —ct. please, 
c o sx t  ocr easiness oilice % (907) ?S2—71it761~Z~6 so we c n  ccrrec: -J and avoid a reoccurrence a  the .-umxe.

TO: Loren Rasmussen DATE: January- 23, 1996

TELEPHONE NO: 762-4275 
FAX: 762-4008

FROM: Roger D Head SUBJECT: HB42S Fiscal Note
Public Facilities Chief

Attached is our preparation for a response to HB423. The estimates were prepared concurrently with 
Department of Corrections yesterday. It was their understanding that OMB is looking for department 
responses today. Cur direct contact person was Facility Planner, Ted Kinney. Please let us know if 
additional information is needed. 3y  copy o f this FAX. I am providing Mark Mayo with the same 
information.

F A X M E M O
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Department o f Transportation &. Public Facilities 
Fiscal Note For House B ill 42S

House 3 i i l - IS  is in  je t :a provide fo r cons tric tion and operation c f a new ccrrecticnal fac ility . The 
Deportment ot Adm in is tra tion would act on beha lf o f the Department o f Corrections to ^ ite r into a lease- 
purchase agreement fc r acns inc ticn and operaticn o f a fac ility in the Third Judicial D istric t.

The Department o f Corrections :s the lead agency responding to the b*il ar.d has determined that prior to 
requesting Department o f Adm in istra tion to so lic it proposals, it ’Anil he necessary to complete a population 
study to determine the eifect o f the proposal on the remaining facilities in the State system. This w iil 
determine ’-he type ar.d program exgecwd o f the r.e*.v facility

CO T iiP F 's is lim ited to assisting DCC in determining a site and preparing a conceptual pian based on the 
information, developed mom the population scum.-. This v/nrk tv ill take piace p rio r to Department o f 
Adm in istra tion 's so lic ita tion f c r ’-he lease-purchase car,rector.

Cast Estimate

Due to ’-he size and complex ity o f phis project, one project manager would be dedicated to Phe work for a 
period o f IS months. Advertis ing arid proposal selection for consultant sernces '.vcuid also be required, The 
ccnsuipar.P m ccn ju rc r.cn w ith the population srady prepared fc r Phe Department o f Corrections, would 
prepare a runcticr/space arcgroup a location srady and site selection, and prepare a concept design. 
Consultant cornu are based cn a percentage o f a typical design fee fc r a S70.000.U00 construction prcjcec 
Design fee at "-P-j o f Phe ecnsiraciitir. vaiue would be S-i.iJlVj/JriO Cosu arc estimated as fo llows-

P ro je c t.Manager l S months SlUf.COu
Supper: b lu f f S JU.CdO
Advertis ing and Award Casts S |tl,(,‘t)<)

Consultant Casts

Function Sc Spain: rVcvram ( 1 >i ,t Design Foei 51D5,COti
L a o  non Study.-tine Selection JlfO .CdH
Conceptual Design ( ' . Z x Design Keel SS5lt.fii«i
T ris tan  and  C ansrrC arton  A llotuancc ±,100,000
I 'o u l Department o f Transportation ic Pualic Facilities cost -40’1' "  Hnrr

n f l , 0 b 0 , 0 0 0
see additional spread sheet fcr ocher ccsu projected by Department a f ConvcUors 

S

<-xp<Lsj cn<c.p /^ s  sho u>n tVi a f **0 c x fo n s /re  am o u n t o f  / v m c  

3nd  <z/£>r+ o l////  d7c <ox.poncleo/ th ro u o S ffrd e  c/c.S(qn .? n J
C o n s /ru c p /o n  / A i a r c  o f  //?<r p ro jh c .h f A n  a > / / e ? « / J n c c t  X=?jr &<onn 

' h  * * *  f 's c j / n o / c  fr io v q A  M e  d o s f j on f.h c
d d c / t h ' o n a /  s p r e s c /  s h < ^ Y  n o /  ,h a /u < d c  f , n < 5/  c S c o f n
<3ncf C jo a s rt-u c .t/o n  p h a s e s .
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iC o n t ra c ts i S ta ff ! SUD cc rt! S um i

i
ccc

iStarf Sucocn I
* C rm in a l J u s tic e P lanne r (21 /A ) 71.31 20.01 (PER YEAR)
• Facilities Manager I (20/A) 67.+1 I I

I I - A dm in C le rx I (7 ,'A -c l 22.5 i
|Contrac(s)____________________________
I i - Prepa/B Poculauon Mgt Plan

i
250.01

I • Precare CDerational Standards 50.0i I
I i CCC Subtciall 200.01 171.71 20.01 +91 71

I
I I

DCA
iS ta i f S uo c cn
i I • General Sucpcrt 40.01 10.01
.Contra a s I
i | - LegalServic-es 1 5 0 .0 1

I C C A S uo tc ta ll 1SO.CI +0.01 10.0[ 2CO.C|

I
co T iP R ;

I S ta f f Suoo rt
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Sp on so r S ta tem ent

C S  f o r  H o u s e  B i l l  4 2 8  ( J u d )

t y
The H ou se  Finance C om m ittee

HB 428, b y  th e  H o u s e  F in a n c e  C o m m itte e , a llo w s  th e  C o m m is s io n e r  o f  th e  
D e p a r tm e n t  o f  C o r re c t io n s  to  p u r s u e  th e  u s e  o f p r iv a te  fac ilitie s  fo r  a n y  
p r is o n e r  a s  lo n g  as s e c u r i ty  a t  th e  fac ility  is c o n s is te n t w ith  th e  c la s s if ic a tio n  o f 
th e  p r is o n e r s  h o u s e d  a t  th e  fac ility . It p ro v id e s  th a t  th e  d e p a r tm e n t  m a y  e n te r  
in to  a le a se  p u rc h a s e  a g re e m e n t  w ith  a p r iv a te  p a r ty  to  c o n s tru c t  a n d  o p e ra te  
a p r is o n  in  th e  T h ird  Ju d ic ia l  D is tric t. A g ro u p  o f e m p lo y e e s  fro m  th e  
D e p a r tm e n t  o f C o r re c tio n s  c o u ld  be th e  p r iv a te  c o n tra c to r  if th e y  b id  
c o m p e ti t iv e ly  fo r  th e  c o n s tru c t io n  a n d  o p e ra t io n  o f th e  fac ility .

L e g is la tiv e  C o u n s e l a d v is e d  u s  in  a n  O c to b e r  20, 1995 m e m o ra n d u m ,
"w h ile  th e  s ta tu to r y  b a s is  fo r a u th o r iz in g  u se  o f  p r iv a te  fa c ilit ie s  fo r 
s ta te  p r is o n e rs  is p r o b a b ly  a d e q u a te ,  a lb e i t  b a re ly , th e  re g u la t io n s  c ite d  -- 
p a r t ic u la r ly  22 A A C  05.300(e) -- im p o se  rea l o b s ta c le s  to  e x te n s iv e  u se  o f 
p r iv a te ly - c o n tr a c te d  fac ilities , w h e th e r  in  s ta te  o r  o u ts id e ."  [e m p h a s is  
a d d e d ]

T h is  b ill m a k e s  c le a r  th e  le g a l a u th o r i ty  o f  th e  D e p a r tm e n t  o f  C o r re c tio n s  to 
h o u s e  a n y  p r is o n e r s  in  p r iv a te  fac ilities . T h is  w ill re d u c e  th e  p o s s ib il i ty  o f 
l i t ig a t io n  to  re s o lv e  w h a t  m ig h t  b e  c o n s id e re d  a n  o p e n  q u e s t io n  b y  so m e  
p e o p le .

H B 428 a ls o  a n n u ls  22 A A C  05.300(e) th a t  m a y  a c t to  lim it th e  
C o m m is s io n e r 's  a b i l i ty  to  u se  p r iv a te  fac ilitie s  fo r p r is o n e r s  o th e r  th a n  th o s e  
in  f u r lo u g h  s ta tu s  o r  in  c o r re c tio n a l r e s t i tu t io n  c e n te rs . T h is  c o u ld  b e  d o n e  b y  
a d m in is t r a t iv e  a c tio n , b u t  a s ta tu te  w ill m a k e  le g is la tiv e  in te n t  c ry s ta l  c le a r .

T h e  fa c ility  a u th o r iz e d  b y  th is  le g is la tio n  w ill
• in c lu d e  a  m a x im u m  o f 1000 b e d s
• b e  d e s ig n e d  to  a l lo w  e x p a n s io n
• in c lu d e  h o u s in g  fo r  fe m a le  p r is o n e r s
• n o t e x c e e d  c o n s tru c t io n  c o s ts  o f $100,000,000
• b e  c o n s t ru c te d  u n d e r  a p ro je c t la b o r  a g re e m e n t
• b e  a c c re d ite d  if s ta te  fac ilities  a re  a c c re d ite d
• w ill h a v e  c o r re c t io n a l  o ff ice rs  w ith  th e  sa m e  t ra in in g  as  s ta te  

c o r re c t io n a l  o ff ic e rs

Sponsor Stml HB 429
Office of Rep Mulder
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S p o n s o r  S ta te m e n t  
C S H B  428 (Jud )
P ag e  2

W e n e e d  a d d i t io n a l  p r iso n  c a p a c ity  in  A la sk a . T h e  D e p a r tm e n t o f C o rre c tio n s  
r e p o r ts  th a t  it is r e g u la r ly  e x c e e d in g  th e  m a x im u m  a n d  e m e rg e n c y  c a p a c ity  
u n d e r  th e  C le a ry  A g re e m e n t b y  o v e r  100 p r iso n e rs . It a lso  h as  206 p r is o n e r s  in  
a c o n tra c t  fac ility  in  A riz o n a . T h is  p ro p o s a l  w ill a d d re s s  th o se  n e e d s  a n d  a t  a 
lo w e r  c o s t  to  th e  s ta te , b o th  in th e  o p e ra t in g  a n d  c a p ita l  b u d g e t . It w ill  a lso  
b r in g  a lm o s t  $6 m illio n  w e  s p e n d  o u ts id e  b ack  to  A lask a , p ro v id in g  jo b s  fo r 
A la s k a n s  a n d  im p ro v in g  o u r  e c o n o m y .

T h e  s ta te  h a s  a n e e d  to  im p ro v e  its  fac ilitie s  fo r fe m a le  p r is o n e rs . W e h a v e  
fe m a le s  h o u s e d  in  L e m o n  C re e k , F a irb a n k s , S ix th  A v e n u e , a n d  H ig h la n d  
M o u n ta in  a n d  a re  c o n s ta n tly  o v e r  c ro w d e d  a t  th e  M a t-S u  P re tr ia l  F ac ility . 
O n ly  H ig h la n d  M o u n ta in  w a s  d e s ig n e d  to  h o u s e  b o th  m a le s  a n d  fe m a le s . T h e  
s ta te  n e e d s  to a d d re s s  th is  p ro b le m , a n d  HB 428 d o e s  th a t  b y  r e q u ir in g  th a t  th e  
n e w  fa c ility  b e  d e s ig n e d  to h o u s e  w o m e n .

T h e  H o u s e  F in a n c e  S u b c o m m itte e  o n  C o r re c t io n s  h e ld  in te r im  h e a r in g s  o n  
th e  to p ic  o f  p r iv a tiz a t io n . It fo u n d  th a t  m a n y  s ta te s  h a v e  e n te re d  in to  
a g re e m e n ts  w ith  th e  p r iv a te  s e c to r  to  c o n s tru c t  a n d  o p e ra te  p r is o n s . T h e y  
h a v e  b e e n  su c c e s s fu l in  r e d u c in g  th e  c o s ts  o f  in c a rc e ra tio n  a n d  h a v e  
m a in ta in e d  s e c u r i tv  fo r r e s id e n ts  o f  th e  s ta te .

S in ce  F e b ru a ry  o f 1995, A la sk a  h a s  h a d  206 p r is o n e r s  in  a p r iv a te  fa c ility  in  
A r iz o n a . W e h a v e  h a d  a p o s i tiv e  e x p e r ie n c e . T h e  fac ility  h a s  o p e ra te d  
w i th o u t  a n y  s ig n if ic a n t  n e g a tiv e  in c id e n ts . T h e  s a v in g s  h a v e  b e e n  s ig n if ic a n t. 
T h e  d a i ly  c o s t  a t th e  A riz o n a  fac ility  is S59.00 p e r  d a y  p e r  in m a te . A la s k a n  
fac ilitie s  a v e ra g e  $107.00 p e r  d a y  p e r  in m a te , n o t  in c lu d in g  th e  c o s t o f  
c o n s t r u c t io n  o r  o th e r  c a p ita l  a p p r o p r ia t io n s .

T h e  a d v a n ta g e  o f a  p r iv a te  fac ility  is s ig n if ic a n t. T h e re  is a  s t ro n g  p o s s ib il i ty  
th a t  th e  p e r  d a y  c o s t o f  a p r iv a te  fac ility  in  A la sk a  w ill b e  w ith in  $10 .00  o f th e  
c o s t  o f  th e  A r iz o n a  fac ility . In  o th e r  s ta te s  v /h e re  p r iv a te  p r is o n s  h a v e  b e e n  
b u il t ,  th e re  h a s  b e e n  a  v e ry  p o s itiv e  e ffec t o n  s ta te  fac ilities . T h e  e n try  o f 
c o m p e ti t io n  h a s  re d u c e d  th e  c o s t o f  m a n y  s ta te  o p e ra te d  p r iso n s .

A  n e w  c o n tra c to r  ca n  b r in g  n e w  id e a s  to o u r  s ta te . If it h a p p e n s  to  e n d  u p  a 
n a t io n a l  c h a in , it w ill b r in g  th e  e x p e r ie n c e  it g a in s  in  m a n y  o th e r  s ta te s  a n d  
m a n y  o th e r  fac ilitie s . If a n a t io n a l  c h a in  te a m s  u p  w ith  lo ca l c o n tra c to r s ,  w e  
w ill  g e t  th e  b e n e f i t  o f d e s ig n s  th a t  w o rk  in  p r is o n s  a n d  c o n s tru c t io n  
te c h n iq u e s  th a t  fit th e  A la sk a  e n v iro n m e n t.  W e a re  to ld  th a t  a p r iv a te  s e c to r  
c o n tr a c to r  ca n  b e g in  s e rv in g  p r is o n e r s  as  so o n  a s  18 m o n th s  a f te r  c o n tra c t  
a w a rd  a n d  s e c u r in g  p ro p e r ty  fo r th e  fac ility .

Sponsor Stmt HB 429
Office of Rep Mulder
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S p o n s o r  S ta te m e n t  
C S H B  428 (Jud )
P ag e  3

H B 428 re s p o n d s  to  c o n c e rn s  ra is e d  b y  p u b lic  e m p lo y e e s  a t  th e  in te r im  
h e a r in g s . It r e q u ire s  th a t  th e  c o r re c tio n a l o ff ice rs  in  th e  p r iv a te  in s t i tu t io n  
w ill  be  t ra in e d  to th e  s a m e  s ta n d a r d s  as s ta te  c o rre c tio n  o fficers . It a lso  
re q u ire s  th e  p r iv a te  fac ility  w ill b e  a c c re d ite d  b y  a n y  s ta n d a r d s  r e q u ir e d  o f  
s ta te  fac ilitie s . W e b e lie v e  th a t  th e se  t vo  p ro v is io n s  w ill p ro te c t  th e  in te g r i ty  
o f  th e  p r is o n  s y s te m  w h ile  ta k in g  a d v a n ta g e  o f  th e  lo w e r  co s ts  a n d  
in n o v a t iv e  m a n a g e m e n t  te c h n iq u e s .

H B 428 re q u ire s  th e  c o n s tru c t io n  c o n tra c to r  b u i ld  th e  fac ility  u n d e r  a  p ro je c t  
la b o r  a g re e m e n t ,  to  a s s u r e  th e  m a x im u m  p o s s ib le  A la sk a  h ire .

H B  428
• A d d re s s e s  th e  p r is o n  c a p a c ity  p ro b le m
• C re a te s  c o n s t ru c t io n  jo b s
• C re a te s  o n  g o in g  p r is o n  jo b s  fo r A la s k a n s
• B rin g s  A la s k a n  m o n e y  b a c k  in to  A la s k a ’s e c o n o m y
• P ro v id e s  a n  in n o v a t iv e  o p p o r tu n i ty  to  a d d re s s  A la s k a 's  n e e d s

Sponsor Slml HB 429
Office of Rep Mulder

January 2t>. 199h
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H o u s e  F i n a n c e  C o m m i t t e e  I n t r o d u c e s  P r i s o n  P r i v a t i z a t i o n  B i l l s

For Im m ediate Release: Jan u ary  17, 1996 Contact: Ken Freem an (9 0 7 )4 6 5 -3 3 0 4

JUNEAU — Legislation to a llow  the construction and operation o f a private 
prison in A laska was introduced by the House Finance Committee 
Wednesday. The two b ills facilitating th is process are part o f the Legislative 
Leadership's Renewed Commitment.

The first, HB 428, directs the Departm ent o f Corrections (DOC) to 
contract with a private party  to construct and operate a prison in 
Southcentra l A laska, the Third Jud ic ia l D istrict. The second, HB 429 , gives 
DOC legal au thority  to house prisoners in private facilities.

"Our state facilities are fu ll and regu la rly  exceed maximum  capacity.
We have double bunked, used cots, and shipped 2 06  p risoners to A rizona 
We need a facility to house female p risoners in an appropriate manner.
These b ills will address those prob lems at a lower cost than we cou ld by 
constructing more state facilities," said Representative E ld on  Mulder.

During  the interim, the House Finance Subcommittee on Corrections, 
Chaired by Rep. Mulder, held hearings on the topic o f privatization.

"The Committee found that there are m any opportunities fo r the state 
to save on its cost o f incarceration and provide the same level o f protection 
to the public," said Mulder.

"Many other states are cu rren tly  contracting with private vendors to 
provide p rison  service, including Texas, Oregon, as well as the Federal 
Government. A laska has a lso had success with private contracting.
We curren tly  have 206  p risoners in a  private prison in A rizona at a cost of 
$ 5 9 .0 0  per day, compared to the average cost o f  incarceration in A laska of 
S 1 07 .00  per day," said Representative Norm  Rokeberg, who serves on the 
Subcommittee on Corrections.

Representative Gary Davis, who is a lso a member o f the Subcommittee, 
noted public employees expressed concerns that correctiona l officer 
standards be maintained in every p rison holding A laskan prisoners.

"HB 4 28  requires correctiona l officers in a private p rison  to meet the 
State o f A laska training requirements. The proposed legislation a lso 
requires any private facility to m aintain the same nationa l accreditation 
standards required o f state facilities," said Representative Davis.

HB 4 2 8  requires a pro ject lab o r agreement for the construction o f the 
new facility. M ulder noted this w ill help assure the maximum  possible 
A laska hire.

"Construction and operation o f the new facility in A laska w ill create 
new job s fo r A laskans," said Mulder.
Broadcast Note: An audio actuality is available from Repi Eldon Mulder by 
calling 1-800-478-6540.

m



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907) 485-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M  January 26, 1996

S U B JE C T : CSH B 428(JUD), "O" version, relating to authority o f  the Departm ent
o f  Corrections to contract for operation  o f  correctional facilities and 
to lease-purchase agreement for construction and operation o f  a new 
correctional facility -- sectional analysis (W ork O rder No. 9- 
L S 1 33 8 \0 )

T O : R epresentative Brian Sorter, C hair
House Judiciary Com m ittee 
Attn: Tom  M eyer

F R O M : Jack C h « x rw e tl^
L egislaftW C oynsel

CSHB 4 2 8 (JU D ) com bined HB 428 and HB 429. House Bill 428 was prepared and offered 
as uncodified  law  authorizing use o f  a lease-purchase agreem ent for the construction and 
operation  o f  a new  correctional facility, to be located in southcentral Alaska.

Current state law authorizes the com m issioner o f  corrections to enter into an agreem ent with 
a  th ird  party  for the latter to provide correctional facilities. H ouse B ill 429 revises that 
au thority  and annuls an adm inistrative regulation that lim its the use o f  private third part)' 
correctional facility contractors.

Bill sec tion  1: The bill section  amends. AS 33.30.031(a)
(1) to restate and expand the existing requirem ent that, w hen the com m issioner 

proposes to enter into an agreem ent with a third party for the latter^ provision o f  correctional 
facility  services, the com m issioner may do so only if  the degree o f  custody, care, and 
discipline to be offered by the third part)/ provider m eets the standards required by state law, 
including those im posed by court order;

(2) to authorize use o f  contracted third party provider services w ithout lim itation  by 
the nature o f  the prisoners' o ffen ses-fe lo ny  or m isdem eanor--or by reference to prisoner 
custody classifications unless the security o f  the facility is inconsistent w ith prisoner custody 
classifications, and to prohibit an adm inistrative determ ination  that restricts or lim its use of 
third party provider services under contract to rehabilitative o r treatm ent purposes authorized 
by law.
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Bill sec tion  2: The bill section

( 1) in its subsection (a), gives the notice and approval necessary for a lease-purchase 
agreem ent to initiate the project and sets out, in general terms, param eters applicable to the 
project's financing;

(2 ) in its subsection (b). sets out particulars applicable to other facets o f  the project 
including population  housing perspectives, a requirem ent that the project be constructed 
under a project labor agreem ent, and a prohibition on direct state operation o f  the 
correctional facility  w ith specific exceptions;

(3 ) in its subsection (c), describes the circum stances under which persons em ployed 
by the contractor as correctional officers m ay be required to meet the requirem ents o f  the 
A lask a  Police S tandards Council (AS 18.65) that are applicable to correctional officers 
em ployed by the state and its m unicipalities;

(4 ) in its subsection (d), describes the circum stances and lim itations on the 
c ircum stances under w hich the state m ay require that the correctional facility gain 
accreditation; and

(5 ) in its subsection (e), declares that the m easures section 1 (a) "constitutes the notice 
and approval required by AS 36.30.085" for lease-purchase agreements that are entered into 
by the state.

Bill sec tion  3: The bill section declares that the Act is not intended to preclude or prevent 
operation o f  the correctional facility by a private third-party contractor com posed o f  persons 
em ployed  by the D epartm ent o f  Corrections.

Bill section  4: The regulation proposed to be annulled, 22 AAC 05.300(c), lim its the use o f  
con tract facilities to contract housing for confinem ent o f  prisoners convicted o f  
m isdem eanors. Since am endm ent o f  AS 3 3 .30 .0 3 1(a)(3)(B) made by bill section 1 would 
a llo w  for use o f  contracted facilities for convicted felons, the regulation would be 
inconsisten t w ith  the relevant statute.

JB C :glc:p l
96-049.glc



DIVISION OF LEGAL AND RESEARCH SERVICES

S U B JE C T : Private prisons (W ork O rder No. 9 -L S 1323\A)

TO : Representative Eldon M ulder

F R O M : John B. Chenoweth
Legislative Counsel

' *■----LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA -  s-

) (9 0 7 ) 4 6 5 -3 8 6 7  o r  46 5 -2 4 5 0

F.-LX (9 0 7 ) 4 6 5 -2 0 2 9  130 S e w a rd  S treet, S u ite  4Q9

M a il  S top  3101 Juneau, A la ska  99 8 0 1 -2 1 0 5

M E M O R A N D U M  October 20, 1995

This is by way o f  response to your inquiry concerning the use o f  privately-operated 
correctional facilities. The statutes and Department o f  Corrections' regulations usually refer 
to these as "contract facilities."

I

I am  satisfied  that the current set o f  statutes provides a m inim ally sufficient basis for 
D epartm ent o f  Corrections officials to house inm ates in private contract facilities.l/ The

u U nder AS 33.30.031,

(a) The com m issioner shall determ ine the availability o f  state correctional 
facilities suitable for the detention and confinem ent o f  persons held under authority  
o f  sta te  law  or under agreem ent entered into under (e) o f  this section. If  the 
commissioner determines that suitable state correctional facilities are not 
available, the commissioner may enter into an agreement with a public or 
private  agency to provide necessary facilities. Correctional facilities provided 
through agreement w ith a public agency for the detention and confinem ent o f  persons 
held under authority o f  state law may be in this state or in another state. Correctional 
facilities provided through agreement with a private agency must be located in 
this state unless the commissioner finds in writing that (1) there is no other 
reasonable alternative for detention in the state; and (2) the agreem ent is 
necessary because of health or security considerations involving a particu lar 
prisoner or class of prisoners, o r because an emergency of prisoner 
overcrowding is imminent. The com m issioner may not enter into an agreem ent with 
an agency unable to provide a degree o f  custody, care, and discipline sim ilar to that 
required by the laws o f  this state.

(continued...)
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specific limitations imposed on private contract facilities should have your review  to 
ascerta in  whether the constraints are too dem anding. So, for exam ple, AS 33.30.031(a) 
favors use o f  in-state private contract facilities over those located outside A laska. 
AS 33.30.031(c) requires that the services o f  a private contract facility provider be obtained 
by com petitive bid. Other constraints are imposed by departm ent regulation. U nder 22 AAC 
05.252(a), a prisoner will be transferred to a private contract facility outside A laska if  "a 
determ ination  is made that the prisoner's rehabilitation  o r treatm ent w ould not be 
substantially  impaired by the transfer," while, under 22 AAC 05.300(e),

[co rrec tion al facilities provided through agreem ent w ith a private agency 
will be in this state, and will only be used to involve a prisoner in a  p rogram  
established under AS 33.30.091 - 33.30.131 or 33.30.151 - 33.30.131, o r to 
confine a prisoner convicted o f  a m isdem eanor.

M y instincts tell me that, while the statutory basis for authorizing use o f  private facilities for 
state prisoners is probably adequate, albeit barely, the regulations c ited -particu larly  22 AAC 
05.300(e)--im pose real obstacles to extensive use o f  privately-contracted facilities, w hether 
in state or outside.

II

To your second question, relating to encouraging use o f  private construction and operation 
o f  prisons:

I don't have any particular insight into this matter. I can share with you the benefit o f  som e 
reading and research on the topic as related to contracts relating to s ta te , as d istinguished 
from county or local governm ent, correctional facilities.

N ew  M exico was am ong the first o f  the states to call for construction and operation  o f  a 
prison facility under contract. A  1985 law authorizes its corrections departm ent to contract 
for the construction o f a private facility to house that state's "special incarceration alternative 
program" and a separate provision authorizes the departm ent to contract for the operation  o f  
a facility  to house adult fem ale inm ates. A pparently  in an effort to get its corrections 
departm ent to move in the area o f  privately contracted construction and operation, in 1988, 
the N ew  M exico legislature appropriated one m illion dollars for expenditure "to contract for 
the operation o f  a tw o-hundred bed facility for housing fem ale inm ates . . .  ." So, having 
given the departm ent private facility contracting authority, N ew  M exico legislators used the

•'(...continued)

(e) N otw ithstanding AS 36.30.300, an agreem ent w ith a p rivate agency to 
provide necessary facilities under (a) o f  this section  m ust be based on com petitive 
bids.
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appropriation  process in an effort to secure operation o f  at least one facility by a private 
contractor.

The State o f  Tennessee adopted, in 1986, a comprehensive "Private Prison Contracting Act."
Subsequent am endm ent o f  the Act assured a substantial am ount o f  legislative branch 

oversight o f  requests for proposals and contracts for contracted prisons. Looking only at the 
text o f  that Act, it appears that Tennessee legislators were prepared to w ork w ith persons in 
the state's executive branch who had responsibility or authority for private contract operation 
in the field o f  corrections, but wanted to try to assure at key stages that state responsibility  
w as not, in effect, surrendered.

The experience o f  these two jurisdictions is useful. First, my sense is that, if  you really want 
to shift som e responsibility for corrections operations to the private sector, A laska probably 
needs to consider and enact a comprehensive private prison contracting m easure. The 
Tennessee A ct m ay be a useful model, but the A laska measure ought also to address a  host 
o f  p roblem s such as the degree o f  delegation, responsibility for program s, liability, 
em ploym ent security, dispute resolution, perform ance m onitoring, sanctions, and the 
em ployees' w orking conditions, including, particularly, the right o f  em ployees o f  the 
con tracto r to strike. That measure needs to take into consideration, as well, the state 's 
ex isting  obligations under the Final Settlem ent Agreement and O rder in the principal 
decision  in this state relating to conditions o f  incarceration, Clearv v. Sm ith .

N ew  M exico's use o f  an appropriation measure to "force" or require state action in the area 
o f  private contracting is also deserving o f consideration. I would guess that, by w ithholding 
an appropriation  to the Departm ent o f  Corrections on a line-by-line basis for w ages and 
benefits and other appropriations objects, and placing an amount in the contractual line w ith 
accom panying language indicating the intent to use the money for contracted purposes, you 
w ould  send a sufficient m essage to the adm inistration that the operation o f  a particular 
facility or facilities should be made the subject o f  a contract.

F inally , as to private construction o f a prison facility, consider~as the last two 
adm inistrations have done in other fie lds-the  use o f  certificates o f  participation o r sim ilar 
form  o f  lease financing arrangem ent, for w hich the legislature retains substantial approval 
authority under AS 36.30.085. As you no doubt know, in the quite recent past the initiative 
for lease financing arrangem ents has rested with the adm inistration. B ut I can th ink  o f  no 
reason why the legislature could not take advantage o f  tire lease-financing provisions and use 
them  to require the Departm ent o f  Corrections to shift to private contractors for the 
construction  and operation o f  new facilities, as the legislature m ay direct.

JB C:pl
95-170.plm
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S U B JE C T : Project labor agreem ent com ponent o f  draft CSHB 428( )
(W ork O rder No. 9 -L S l338\R )

T O : R epresentative Brian Porter, Chair
House Judiciary  Com m ittee

FRO M : Jack C h e n o w e th y ^ ^ ^ ^ j ^ ^ ^ ^

O ur Thursday conversation to u c h ^ ^ r im e  project labor agreem ent language o f  sec. 2(b)(3) 
o f  C SH B  428. After that conversation , you provided me copies o f two 1990 opinions o f  
A ssistan t A ttorney G eneral C arolyn  Jones. The opinions raised objections to proposed 
project labor agreem ent language by the Alaska Energy Authority. Ms. Jones’ objections 
w ere based on (1) perceived inconsistencies w ith the state's Procurem ent Code, AS 36.30, 
and (2) objections o f  constitutional m agnitude based on the decision in State v. Enserch 
A laska Construction. Inc.. 787 P.2d 624 (Alaska 1989), w herein the A laska Supreme Court 
s truck  dow n the state 's regional preference law (AS 36.10.160) as a violation o f the equal 
p ro tection  clause o f  the A laska C onstitution.

T he decision in Enserch relied on  an  earlier decision, Lvnden Transport. Inc. v. State. 532 
P.2d 700 (A laska 1975). In L vnden Transport, the Alaska Supreme Court determ ined that 
d iscrim ination  betw een state residents and state nonresidents based solely on the object o f  
assisting the one class over the o ther economically could not be upheld under the state equal 
p ro tection  clause. H ow ever, since Lvnden Transport, the legislature and the voters have 
enacted  article I. section  23 as part o f  the Alaska C onstitution, perm itting the giving o f  
preferences to residents over non-residents. Adoption o f  article I, section 23 arguably 
u ndercu ts the court’s reliance on  the state constitutional equal protection provision as the 
basis to invalidate a residence preference over non-residents. It does not invalidate or set 
aside  the equal protection  prov ision  as the basis to invalidate a  preference am ong state 
residents w ho are also  residents o f  econom ically distressed zones, nor docs it avoid 
app lication  o f  the alternative federal constitutional provision, the federal privileges and 
im m unities clause.

C SH B  428 is silent on  resident/nonresident distinctions, though it does require the project 
labor agreem ent to include a provision that hiring for the correctional facility 's construction 
is to proceed under a  local union hiring hall requirement.
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As to project labor agreements, the leading decision apparently is Building and Construction 
Trades Council o f  the M etropolitan District v. Associated Builders and Contractors o f 
Mass. R.I.. Inc.. -- L'.S. 122 L.Ed.2d 565. 113 S.Ct. 1190 (1993). Because o f  the length
o f  the caption, the decision is often called the "Boston Harbor" case. In that decision, the 
court approved the legality o f a union-only pre-hire agreement for the Boston Harbor cleanup 
project against a pre-em ption challenge that cited the National Labor Relations Act. The 
court determ ined that, when the state acts as the owner o f  a construction project, it is free to 
im plem ent that kind o f a pre-hire agreement entered into by the parties. The project labor 
agreem ent in CSHB 428 is differently structured. If it survives at all, it will surely survive 
only if  the state can show  that it is, as in the "Boston Harbor" decision, the owner o f  the 
construction project. O f course, as CSHB 428 is structured, the state is not the project ow ner 
at the outset: it becomes the owner at some future point. Whether that is enough to fulfill the 
"state-as-project-owner" rationale on which the "Boston Harbor" decision turned rem ains to 
be seen. So that a court does not lose sight o f  the eventuality o f state ownership o f  the 
correctional facility to be constructed. I have so noted in the extended "project labor 
agreem ent" provision as redrafted.

JB C :klb  
96-054 .klb
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SUBJECT: H ouse Bill 428, lease-purchase agreem ent for construction  and 
operation o f  a new  correctional facility  -- sectional analysis 
(W ork O rder N o. 9-LS1338\K )

TO:

FROM:

R epresentative E ldon M ulder, V ice-C hair 
House Finance C om m ittee 
A TTN : D ennis DeW itt

Jack  C henow eth 
Legisla

House Bill 428 is prepared and o ^ r e d  as uncodified law  authorizing use o f  a lease-purchase 
agreem ent for the construction and operation o f  a new  correctional facility , to be located in 
southcentral Alaska.

Bill section  1: The bill section

( 1 ) in its subsection (a), gives the notice and approval necessary for a lease-purchase 
agreem ent to initiate the project and sets out, in general term s, param eters applicable to the 
project's financing;

(2 ) in its subsection  (b), sets out particulars applicable to o ther facets o f  the project 
including population  housing  perspectives, a requirem ent that the p ro ject be constructed 
under a project labor agreem ent, and a prohibition  on d irect state operation o f  the 
correctional facility w ith  specific exceptions;

(3 ) in its subsection (c), describes the circum stances under w hich  persons em ployed 
by the contractor as correctional officers m ay be required  to m eet the requirem ents o f  the 
A laska Police Standards C ouncil (AS 18.65) that are applicable to correctional officers 
em ployed by the state and  its m unicipalities;

(4 ) in its subsection  (d), describes the circum stances and lim itations on  the 
circum stances under w hich the state m ay require that the correctional facility gain 
accreditation; and
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(5) in its subsection (e), declares that the m easures section 1 (a) "constitutes the notice 
and approval required by AS 36.30.085" for lease-purchase agreem ents that are en tered  into 
by the state.

Bill section  2: The bill section  declares that the A ct is not in tended to preclude o r prevent 
operation o f  the correctional facility by a private third-party contractor com posed o f  persons 
em ployed by the D epartm ent o f  Corrections.

JB C :klb 
96-017.klb
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M E M O R A N D U M  January 22, 1996

SUBJECT: House Bill 429, relating to authority o f  the D epartm ent o f  Corrections 
to contract for operation o f  correctional facilities -- sectional analysis 
(W ork O rder No. 9 -L S 1337\C)

R epresentative Eldon M ulder, V ice-C hair 
House Finance Com m ittee 
ATTN : D ennis D eW itt

TO:

FROM:

Current state law authorizes the com m issioner o f  corrections to enter into an agreem ent w ith 
a th ird  party  for the latter to provide correctional facilities. H ouse Bill 429 revises that 
au thority  and annuls an adm inistrative regulation  that lim its the use o f  p rivate th ird  party  
correctional facility contractors.

Bill sec tion  1: The bill section  am ends AS 33.30.031(a)
( 1 ) to restate and expand the existing requirem ent that, w hen the com m issioner 

proposes to enter into an agreem ent w ith a third party for the tatter's provision o f  correctional 
facility  services, the com m issioner rnay do so only  i f  the degree o f  custody, care, and 
discipline io be offered by the third party provider m eets the standards required by state taw, 
including those im posed by court order;

(2 ) to authorize use o f  contracted third party provider services w ithout lim itation  by 
the nature o f  the prisoners' o ffen ses-fe lo n y  o r m isdem eanor--or by reference to p risoner 
custody classifications unless the security o f  the facility is inconsistent w ith prisoner custody 
classifications, and to prohibit an adm inistrative determ ination that restric ts o r lim its use o f  
third party provider services under contract to rehabilitative or treatm ent purposes authorized 
by law.

Bill section  2: The regulation proposed to be annulled, 22 A A C 05.300(c), lim its the use o f  
con tract facilities to contract housing for confinem ent o f  prisoners convicted  o f  
m isdem eanors. Since am endm ent o f  AS 33.30.031(a)(3)(B ) m ade by bill section  1 w ould  
a llow  for use o f  contracted facilities for convicted felons, the regulation  w ould  be 
inconsistent w ith  the relevant statute.

JB C iklb
96-016.klb



Sheen

Institution FY 95 Ave Pop % ol Group % ol Total Direct Cost

Anvil Mountain 
Hiland Mtn

88 3.35% 3.09% $3 ,924 ,I62

Meadow Creek 293 11.15% 10.28% $7,331,807
Cook Inlet Cor Cntr 400 15.23% 14.04% $9,333,283
Fairbanks 198 7.54% 6.95% $7,058,424
Ketchikan 54 2.06% 1.89% $2,610,819
Lemon Creek 181 6.89% 6.35% $6,071,570
Mat-Su Cor. Cntr 
Palmer Med

84 3.20% 2.95% $2,743,871

Palmer Min 371 14.12% 13.02% $8,810,670
6th Avenue 116 4.42% 4.07% $3,829,857
Spring Creek 
Wildwood c

442 16.83% 15.51% $13,825,922

Wildwood Pre trial 281 10.70% 9.86% $7,860,467
Yukon-Kuskokwim 1 19 4.53% 4.18% $3,955,584
Sub Total 2627• 100.00% 92.18% $77,356,436

Pt. Mackenzio 78 2.74% $1,623,431

P a g e  1

Direct Cost/Day Indirect Cost (est) Total Costs Total Cost /Daj

$122.17 $876,631 $4,800,793 $149.46

$68.56
$63.93
$97.67
$132.46
$91.90
$09.49

$2,918,783
$3,984,686
$1,972,420
$537,933

$1,803,070
$836(7B4

$10,250,590
$13,317,969
$9,030,844
$3,148,752
$7,874,640
$3,580,655

$95.85
$91.22
$124.96
$159.75
$119.20
$116.79

$65.06
$90.45
$85.70

$3,695,796
$1,155,559
$4,403,078

$12,506,466
$4,985,416
$18,229,000

$92.36
$117.75
$112.99

$76.64
$91.07
$80.68

$2,799,242 
$1,185,444 
$26,169,426

$10,659,709
$5,141,028

$103,525,862

$103.93
$118.36
$107.97

$57.02 $777,014 $2,400,445 $84.31



Sheet2

Lemon Creek Example

FY 95 actual 
FY 97 Gov. 
Request

FY 95 Actual

Direct
Appropriation

$6 ,0 7 1 ,5 7 0

$ 6 ,1 9 1 ,3 0 0

Total Direct 
Cost 

$ 7 7 ,3 5 6 ,4 3 6

Direct Cost 
Per Day

$ 9 1 .9 0

Indirect
Appropriation

$ 1 ,8 0 3 ,0 7 0
Total

$ 7 ,8 7 4 ,6 4 0

Average
Inmate
Population

181

Average Cost 
Per Day

$ 1 1 9 .2 0

Total Need at 
$77/Per Day* 

$ 5 ,0 8 7 ,0 0 5
Savings

$2 ,787 ,635

$ 9 3 .7 2 $ 1 ,8 0 3 ,0 7 0 $ 7 ,9 9 4 ,3 7 0 181 $121.01 $5 ,0 8 7 ,0 0 5 $2 ,907 ,365

Direct Cost 
Per Day Indirect Cost Total Cost

Total
Inmate
Population

Average Cost 
Per Day

Total Need at 
$105.63 Per Day

$7 4 .3 6 $ 3 3 ,5 6 3 ,4 9 5 $110 ,9 19 ,931 2 8 5 0 $ 1 0 6 .6 3 $ 1 0 9 ,8 8 1 ,6 0 8 $1 ,038 ,324

Source: Gov. FY 97 Budget, Dept, of Corrections, By Legislative Finance Division
and 11/20/95 letter to U.S. Marshal from Robert Cole, Dept, of Corrections

I ....................................................... ...............................................

Prepared by Office of Rep. Mulder Feb. 1, 1996

‘ Cost testified by Public Employees at Judiciary 
Hearing on 1/31/96

Page 1
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Sec. 3 6 JO .0 8 5 . Leaaa-porchase agreement*. (a) To perform iu  
duties and statutory functions, the department, the Board o f Regent* 
of the University o f Alaaka, the iegialative council, or the supreme 
court may enter into lease-purchase agreement!. The department, the 
Board o f Regents, the legislative council, or the supreme court may 
enter into a lease-purchase agreement only if the department, the 
Board o f Regents, the legislative council, or the supreme court ia the 
lessee under the agreement.

<b> When evaluating proposals to acquire or improve real property 
under a lease-purchase agreement, the department, the Board of Re­
gents, the legislative council, or the supreme court shall consider

( 1 ) in addition to lease costa, the life cycle coats, function, indoor 
environment, public convenience, planning, design, appearance, and 
location o f the real property propoeed for acquisition or improvement; 
and

(2 ) whether acquisition or improvement of the real property by 
lease-purchase agreement is likely to be the least costly means to 
provide the space.

(c) A lease-purchase agreement
( 1 ) may not provide for a period of occupancy under the fu ll term o f 

the lease-purchase agreement that is greater than 4 0  years;
(2 ) must provide that lease payments made by the department, the 

Board o f Regents, the legislative council, or the supreme court are 
subject to annual appropriation.

(d) I f  the department, Board o f Regents, legislative council, or su­
preme court intends to enter into or renew a lease-purchase agree­
ment for real property, the department. Board of Regents, legislative 
council, or supreme court shall provide notice to the legislature. The 
notice must include the

(1 ) anticipated total construction, acquisition, or other coats o f the 
project;

(2 ) anticipated annual amount o f the rental obligation; and
(3 ) total lease payments for the fu ll term of the lease-purchase 

agreement.
(e) The department, the Board of Regents, the legislative council, or 

the supreme court may not enter into a lease-purchase agreement to 
acquire or improve real property unless the agreement has been ap­
proved by the legislature by law.

( 0  The provisions o f (d) and (e) o f this section do not apply to a 
lease-purchase agreement

( 1 ) related to the refinancing of an outstanding balance owing on an 
existing lease-purchase agreement; or

(2 ) by the University o f Alaaka i f  the lease-purehaae agreement ia 
secured by student fees or university receipts as defined in AS 
1 4 .4 0 .4 9 1 .



9 36.30.095 Alasia  Statutes Supplement § 36.30.130

(g) In this section,
( 1 ) "fu ll term of the lease-purchase agreement" includes a ll renewal 

options that are defined within the lease-purchase agreement;
(2 ) "lease-purchase agreement" includes a lease-financing agree­

ment. (§ 7 ch 7 5  SLA 1 9 9 4 ; am §§ 2 , 3 ch 3 6  SLA 1 9 9 5 )
Effect ot  laud s*o ts . — The 1995 Effective da tee. — Section 13, ch. 75, amendment, effective May 25, 1995, in- S L A  1994 makas thu eection effective serted "or improve’ ia aibsection* fb) end June 7 , 1994, in accordance with AS lei and "or improvement" in paragraphs 01 .10.070(c).(bXl) end <bM2).

9
Sec. 3 6 .3 0 .0 9 5 . P rocurem ent o f  p aper. Except as otherwise re­

quired under AS 3 6 .1 5 .0 5 0  or AS 3 6 .3 0 .3 2 2  —  3 6 .3 0 .3 3 6 , when a state 
agency purchases paper, at least 2 5  percent o f the quantity purchased 
must be recycled paper unless the commissioner o f the department in 
which the agency is located makes a written finding that recycled 
paper is not available for the purchase or that, after application o f the 
procurement preference under AS 3 6 .3 0 .3 3 9 , the recycled paper is 
more expensive than the nonrecycled paper. I f  the agency ia not lo­
cated in a department, the procurement officer for the agency ahall 
make the written finding. I f  the agency is located in the Office o f the 
Governor, the governor ahail make the written finding. (§§ 1 , 2 ch 1 7 5  
SLA 1 9 9 0 )

Effect of iiwiidsiHti. — The 1990 plies to procurements that begin on or if- amaodmenl, effective July 1, 1994, tubeti- ter September 19, 1990. Section 10, cb. 
tutod "25 percent” for *15 percent" in the 175, 9 A 1990 provides that the emend- 
firat sentence. meets to this section thst are effective

Editor's notes. — Section 9 , cb. 175, July 1, 1994. apply to procurement! that SLA 1990 provides that this section ap- begin on or after fm ty 1, 1994.
A rtic le 2 . Competitive Sea led B idding .

Section Section
130. Public notice of invitation to bid 170. Contract award after bide
150. Bid arrcptaiww and bid evaluation

«

Sec. 3 6 .3 0 . 1 3 0 . Pub lic  notice o f  inv ita tion  to bid. (a) [Effective 
until August 2 2 , 1 9 9 8 .] The procurement officer shall give adequate 
public notice o f the invitation to bid at least 2 1  days before the date for 
the opening o f bids. I f  a determination is made in writing that a 
shorter notice peiiod is necessary for a particular bid, the 2 1 -day pe­
riod may be shortened. The determination ahail be made by the chief 
procurement officer for bids for supplies, services, or professional ser­
vices. The determination shall be made by the commissioner o f trans­
portation and public facilities for bids for construction or acquisition o f 
property for the state equipment fleet. Notice shall be published in the 
A lsaka Administrative Journal. The time and manner o f notice must

10
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(4 ) U iuUd State* Public Health Service, the Indian Health Service, 
or any affiliated group or agency if the priaoner ia a Native American 
and ia entitled to medical care from thoee agenda* or groupe; and

(5 ) parent or guardian o f the priaoner if the prisoner ia under the 
age o f 1 8 .

(b) The commiaaioner ahail require priaonera who are without re­
sources under (a) of this section to pay the coeta o f medical, paychologi- 
cai, and paychiatric care provided to them by the department. At a 
minimum, the priaoner shall be required to pay a portion o f the reiria 
baaed upon the prisoner's ability to pay. (S 13 ch 7 0  SLA 1 9 9 6 )

Effective date*. — Section 13, ch. 70,SLA 1996, which enacted thia taction, took effect on September 3 , 1996.

Sec. 3 3 .3 0 .0 3 0 . C o m m ia a io n e r  to  a d o p t  r e g u la t i o n s .  [ R e p e a d e d ,  f  1 2  
c h  8 8  S L A  1 9 8 6 .)

Sec. 3 U M I 1 . C on trac ts fo r  o o a f la e m a t  and c a re  o f  p ris ­
oner*. (a) The commiaaioner ahail determine the availability o f state 
correctional facilities suitable for the detention and confinement o f 
persons held under authority o f state law or under agreement entered 
into under (e) o f thia section. I f  the commiaaioner determines that 
suitable state correctional facilities are not available, the commia­
aioner may enter into an agreement with a public or private agency to 
provide necessary facilities. Correctional facilities provided through 
agreement with a public agency for the detention and confinement o f 
persons held under authority o f state law may be in this state or in 
another state. Correctional facilities provided through agreement 
with a private agency must be located in thia state unless the commis­
sioner findr in writing that ( 1 ) there ia no other reasonable alternative 
for detention in the state; and (2 ) the agreement ia necessary because 
o f health or security considerations involving a particular prisoner or 
class of priaonera, or because an emergency of prisoner overcrowding 
is im m inen t. The commissioner may not enter into an agreement with 
an agency unable to provide a degree o f custody, care, and discipline 
sim ilar to that required by the laws o f this state.

(b) [ R e p e a le d ,  i 3 7  c b  2  FSSLA 1 9 9 2 .]
(c) Notwithstanding AS 3 6 .3 0 .3 0 0 , an agreement with a private 

agency to provide necessary facilities under (a) o f this section must be 
baaed on competitive bids.

(d) A person employed outside the facility while confined in a pri­
vately operated correctional facility established under (a) o f thia sec­
tion is subject to the provisions o f AS 3 3 .3 0 .1 3 1 .

(e) The commissioner may enter into an agreement with the United 
States, another state, a municipality o f this state, or another state

39



agency, to provide a correctional facility for the custody, care, and 
discipline o f a person held under authority o f the law o f that jurisdic­
tion. ( I  8  ch 8 8  SLA 1 9 8 6 ; am 5 4 9  ch 1 3 8  SLA 1 9 8 6 ; am § 5 5  ch 14 
SLA 1 9 8 7 ; am 5 1 4  ch 9 0  SLA 1 9 9 1 ; am H  5 , 3 7  ch 2  FSSLA 1 9 9 2 )

Croa* rwfareoeaa. — For internal* compact* n»wyiiin| thu confinement of 
inmate*, eee AS 33.36.Effect of amendment*. — The 1991 amendment, affective July 3 , 1991, in sub­
section i t) , deleted the former last two 
sentence*.The 1992 amendment, effective July 1,

1992, rewrote mbssctioc (a) and repealed eubeection (b).Op In Iowa of attorney generaL — On September 4 , 1966, the commiaaioner of correction* obtained authority to contract fcr the placement of priaonera found guilty but not mentally ill Into pnvataly operated treatment Cadlitia*. July 8, 1986 Op. Att'y Gen.
NOTES TO DECISIONS

Annotator's note*. — The Department of Correction* was created from the Dtvi- aioo of Cometjooa of th* Department of Health and Social Service* by &.O. No. 53 (1984). Eariisr ceee* refer to the executive adminiatrmtioa then in effect.Authority granted. — The legialature ha* authoriaed the commissioner of health and welfare to deaignato an appropriate facility for »*rvio* of a aentence by an Alaakan priaoner whether or not such fa­cility ia in another stale, territory, or poe- •eaaioo of the United State* Dwyer v. State. 449 P 2d 282 (Alaaka 19691. decided under former AS 33 .30.060 .Alf/ika'a legialature authorized the commiaaioner of haalth end welfare to en- into agreement* with the p roper
United State* aathoritia* fw the pit meat of af Alaskan priaonera in federal facilities. Dwyer r. SUU, 449 P 2d 282 (Alaaka 1968), decoded under farmer AS 
33 .30 .060.

Judicial precedent baa supported the validity of contractual arronga- 
seaate entered into under statutory provi- 
moos similar la thooa found is formsr AS 
33 .30.060 and former AS 33 .30.100. 
Dwyer v. State, 448 P.2d 282 (Alaaka 
1960).

Incareeratioa la federal faeUtty. — Defendant’* incarceration upon a aaatam * 
for violation of Alaaka'* burglary atatute in a fedaraJ facility located in the Stele of 
California ia not unlawful. Dwyer v. State, 440 P.2d 282 (Alaaka 1969), decided 
under farmer AS 33 .30 .060 .The Congrsm of the United State* has authoriaed the Attorney General of the 
United State* to contract with proper elate official* for the car* of itate pris­
oners in fader*] fadlitie*. Dwyer ▼. State, 
449 P.2d 282 (Alaska 1969), decided under 
former AS 33.30 .06 0 .

Collateral refer f e e  — Liability of private operator af "halfway house" or group home houaing convicted prisoners
be for* final release, for injury to third per­
son caused by inmate. 9 ALRSth 968, 4 4 .

Sec. 3 3 .3 0 .0 3 5 . N otice to sex o ffend e rs  o f  reg is tra tion  requ ire ­
m en t The department shall provide written notice to a sex offender o f 
the registration requirements o f AS 1 2 .6 3 .0 1 0 , and shall obtain a 
signed acknowledgement o f receipt o f notice from the sex offender 

( 1 ) at the time o f the sex offender’s release from a stab- correctional 
facility;

<2 ) immediately after taking supervision o f a aax offender under the 
Interstate Corrections Compact or AS 3 3 .3 6 .1 1 0 . (§ 8  ch 4 1  SLA 1 9 9 4 )
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the appropriate security level o f a correctional facility. The security 
level o f a correctional facility w ill be maximum, medium, minimum, 
or multi-level, baaed on the security feature* and staffing ratio of the 
facility. (Eff. 1 1 /3 /8 4 , Register 9 2 ; am 1/9 /8 7 , Register 1 0 1 )
Authority: AS33 .30 .0 1 i AS 33 30 021 AS 44.28.030

22 AAC 05.300 Alaska Administrative Codi 22 AAC 05.300

A rtic le  5 . P rog ram *
Section
300 . Contract £*rilitie»
305. <fUfM*l«d)
310 . Furlough for priaonor* ouUide 

Alaaka 
315. (Rapaalad)
318. Furlough
320. (RapMJad)
321 . Prarvlaaaa furlough
325 . (Rapaalad)
326. Short-duration furlough
330 . (Rapaaled)

Section
331. Furlough or rwtitutioD canter place­

ment involving employment 
335. Violation of furlough conditions 
340 . Academic education 
345. Vocational and work opportunities 
350. Raatitution canter*
352. Reetitutioo canter consideration 
356. Return from a restitution center or contract misdemeanant houaing-, discipline

2 2  AAC 0 5 .3 0 0 . CO N TRA CT  FA C IL IT IE S , (a) The commis­
sioner w ill, in his or her discretion, contract for residential correc­
tional facilities and programs under AS 3 3 .3 0 .0 3 1  to supplement the 
resources o f the department for the care, custody, and rehabilitation of 
prisoners meeting the e lig ib ility criteria set out in this chapter.

(b) Community residential centers w ill, in the commissioner's dis­
cretion, be contracted for and used for the placement o f prisoners on a 
prerelease furlough in accordance with 2 2  AAC 0 5 .3 2 1 .

(c) Contract misdemeanant housing w ill, in the commissioner's dis­
cretion, be contracted for and used for the confinement of prisoners 
convicted o f a misdemeanor.

(d) Restitution centers w ill, in the commissioner’s discretion, be 
contracted for and used for the placement o f certain non-violent pris­
oners in accordance with 2 2  AAC 0 5 .3 5 0 . 1 ‘

(e) Correctional facilities provided through agreement with a public 
agency w ill, in the commissioner’s discretion, be in this state or an­
other state. Correctional facilities provided through agreement with a 
private agency w ill be in this state, and w ill on ly be used to involve a 
prisoner in a program established under AS 3 3 .3 0 .0 9 1  —  3 3 .3 0 .1 3 1  or 
AS 3 3 .3 0 .1 5 1  —  3 3 .3 0 .1 8 1 , or to confine a prisoner convicted o f a 
misdemeanor.

ff) Contract facilities must provide a degree o f custody, care, and 
discipline for prisoners sim ila r to that required by the laws of thia 
tf-ate, consistent with the security and custody status o f the prisoners 
who have been placed there under contract.



(g) A prisoner incarcerated in a contract facility in the state is 
subject to the provisions o f 2 2  AAC 0 5 .4 0 0  — 2 2  AAC 0 5 .4 8 0  unless 
informed in writing o f other disciplinary provisions approved by the 
commissioner as applicable to prisoners in contract facilities. (EfT. 
1/9 /8 7 , Register 1 0 1 )
Authority: AS 33.30.011 AS 33.30.031AS 33 .30.021 AS 44.28 030

2 2  AAC 0 5 .3 0 6 . IN ST ITUT IO N  FROM  W H ICH  A P R IS O N E R  
IS FURLO UGH ED , Repealed 1/9/8 7 .

2 2  AAC 0 5 J 1 0 . FURLO UG H  FO R  PR ISO N E R S  O UTS IDE  
ALASKA . Alaska prisoners incarcerated outside A laska under con­
tract with another jurisdiction may not participate in a furlough pro­
gram unless approved by the commiaaioner. Before being considered 
by the commissioner, a prisoner requesting turloogh must ( 1 ) first 
meet the eligibility criteria for a furlough established by the contract 
facility, (2 ) have served at least a third o f the sentence and be within
three years or less o f release, and (3 ) be recommended for furlough by
officials o f the contract facility. (Eff. 9 /1 0 /7 7 , Register 6 3 ; am 1/9 /8 7 , 
Register 1 0 1 )
Authority. AS 33.30.011 AS 33.30.111AS 33 .30.021 AS 44.28.030AS 33.30.031

2 2  AAC 0 6 .3 1 5 . R EH A B IL ITA T IO N  FURLO UG H S . Repealed
1/9/8 7 .

2 2  AAC 0 &3 1 6 . FURLO UG H . A prisoner may be granted a 
prerelease or short-duration furlough for a purpose listed in AS
3 3 .3 0 .1 0 1 (a), after consideration o f the factors in AS 3 3 .3 0 .1 0 1 (b) and 
after meeting the criteria set out in 2 2  AAC 0 5 .3 2 1  or 2 2  AAC 0 6 .3 2 6 , 
as appropriate. (Eff. 1/9/8 7 , Register 1 0 1 )
Authority AS 33.30.011 AS K JO lll lAS 33.30.021 AS 33J 0 .U 1AS 33.30.101 AS 44J 8.090

2 2  AAC 0 &3 2 0 . W O RK FU RLO U G H S . Repealed 1/9 /8 7 .

2 2  AAC 0 5 .3 2 1 . P R E R E LE A S E  FU RLO U G H , (a) A p .ire leaae 
furlough is an authorized leave o f absence from a correctional facility 
designed to facilitate the reintegration o f a priaoner into society.

(b) The regional director may grant an eligible sentenced prisoner a  
prerelease furlough in accordance with (c) o f this section. I f  a rnqii— f  
for prerelease furlough ia denied, the priaoner must be provided &

22 AAC 05.305 D epartm ent or C o io c tio n b  22 AAC 05.321
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Executive Summary

This summary answers key questions about the Comparative Evaluation purpose, 
process and results. The question and answer format and numbers follow the 
major sections of the report. Tnis summary provides the reader with an overview 
of the evaluation process, results and conclusions.
1. What is the Comparative Evaluation?

In 1991, because of the State’s interest in improving the quality of prison 
operation and to learn, if possible, from the private sector, the State 
decided to enact legislation allowing a private company to operate one of 
its prototypical medium-security facilities. The objective was to compare 
public and private operation at basically the same type of physical plants. 
This legislation required a comparison of the performance and cost of the 
private operation to that of the State operation. This report is the 
performance comparison.

2. Why was a comparative evaluation conducted?
This evaluation was conducted and a report submitted in response to the 
requirements of TCA 41-24-105, which directs the Select Oversight 
Committee on Corrections to compare the quality of services provided by a 
private contractor to the quality of services provided by the State at prisons 
which are comparable in size, population, and physical plant. This statute 
also mandates that the Fiscal Review Committee conduct a comparison of 
the costs of the State and private operations at the three prototypical 
prisons. The law requires that contract renewal be based on the results of 
these two studies.
T C A  41-24-105 (d) The contract may be renewed only if the contractor is 

providing at least the same quality of services as the state et a lower cost, 

or if the contractor is providing services superior in quality to those provided 

by the state at essentially the same cost.

3. How was the comparative evaluation conducted7
As a means of satisfying the statutory requirement, the Select Oversight 
Committee on Corrections brought together leaders of the Department of 
Correction and executives of Corrections Corporation of America for the 
purpose of agreeing upon the method to be used for comparing the 
performance and quality of services provided by the three prisons. 
Department of Correction and CCA representatives met over five times with 
the Oversight Committee director and consultant as all parties joined 
together in developing a strategy to fairly compare all three prisons given 
the limited resources to undertake such a difficult task. A consensus was 
reached on the methodology, as all parties agreed upon the measures or 
indicators to be used, the collection methods, the means of validation, the



value and weighting of indicators, and the process for conducting the 
evaluation. In October of 1992, the Oversight Committee adopted a 
resolution confirming the methodology endorsed by all parties.
• The first step in organizing the comparative evaluation was to identify the 

measures or indicators to be used. The object was to identify indicators that 
would reveal the most relevant information about the operational 
performance of the facilities being compared.

• The second step was to identify the source of those measures. Where 
would the data and information come from and how would it be collected.

• The third step was to define how the information would be validated or 
verified to be trueuand accurate.

• The fourth step was to define the value of each indicator or what the 
measure was worth.

• The fifth step was to define how the actual comparison would be made.
The specific indicators to determine the nature of inmates in each facility were:

Age
Rao)
Custody Level or Classification 
Medical Classification 
Education Level

Audit

An operational audit was conducted at each of the three facilities. This audit 
was very similar to the annual inspection process conducted by the TDOC 
Office of Compliance. The purpose was to conduct an inspection of programs 
and operations at the three facilities.
Security and Safety Index
The security and safety evaluation considered a wide variety of factors. Some 
of the factors considered included:

Disciplinary Reports
The Use Of Force
Assaults
Deaths
Injuries
Escapes



The program and activity index measured inmate assignments, and activity or 
idleness.
Source
The source of the indicators and measures came from existing records, 
reporting procedures, and inspection processes. The primary sources were:

1 TDOC and CCA records
2 TDOC and CCA weekly, monthly, quarterly, and annual reports.
3 The Performance Audit Inspection
4 The Program and Activities Records and Jobs Audit
In addition to the records and reporting processes and the audits, the SOCC 
staff and consultant made site observations and conducted interviews with 
staff and inmates.
Validation

The primary process of validating or verifying the data and information 
routinely reported by TDOC and CCA wa, the Performance Compliance Audit 
and the Program and Activities and Jobs Audit.
Value or Weigr.i

Program and Activity Index

The value or numerical weight given to each indicator or measure previously 
discussed was agreed-to by TDOC and CCA as follows:

Element Value

Nature of Inmates 0
Professional Standards 0

Audit 60
Security and Safety Index 25
Program and Activity Index 15

Survey 0

The nature of inmates, and the professional standards, were control measures. 
They were given no score'. The performance audit consisted of nearly 200 
elements. Each element was worth one point. The total performance audit 
was worth sixty (60) percent of the aggregate comparison score.
The security and safety index is worth twenty five (25) percent of the total 
comparison score. The program and activity index is worth fifteen (15) percent 
of the total score



Comparison

Describing what is a "comparable, superior, or poorer-tnan" quality of 
performance for correctional services is subjective. The risks associated with 
giving a numerical score to the quality of correctional performance is high. 
There are very few outcome measures that are either easily quantified or are 
very meaningful in judging quality of performance. There are many variables 
to consider when making a judgment about the quality of correctional services. 
This approach was designed to be as objective, fair, and comprehensive as 
was practical.
During the development of this design approach, it was clear the parties were 
concerned about a process that concludes with a numerical score. They were 
concerned about being given a score that may be misunderstood or 
misinterpreted. Since this project did not attempt to have scientific rigor, it 
would be misleading and imply a sense of false precision to rely on a 
numerical score. On the other hand, it was essential to give some weight and 
value to indicators and measures used. We have tried to avoid the limits of 
heavy reliance on a numerical score. The audit, security and safety, and 
program and activities measures were given a numerical score. They are 
supported by interpretations and explanations.
In each area where deficiencies are noted or comments are mrde by the 
SOCC staff or consultant, an opportunity was given to TDOC or CCA to 
present facts or evidence to clarify any misunderstandings and correct any 
misrepresentations.
LIMITATIONS

The methodology described above was sufficient to conduct the 
comparative evaluation. However, there are limitations and factors that 
were beyond the control of the State or the private contractor, and the 
evaluation methodology, that could affect the quality of the data described 
and the interpretation of that data.
It is important to point out those limitation factors, so they can be given 
consideration when reviewing or interpreting the data and findings in this 
comparative evaluation report.

• The first limiting factor was that each of the three institutions opened 
at different times. There was nearly a 1 1/2 year difference between 
the opening of Northeast and Northwest Correctional Centers. The 
methodology attempted to account for this starting time discrepancy 
by picking points in time that wcro consistent for data collection and 
evaluation. However, the fact remains that one institution had more 
than a year's experience over the other two institutions.



There was an initial apparent lack of clarity regarding authority and 
responsibility, as it related to 'care, custody, and control’ by the 
private operator. This report was not an attempt to discuss or 
describe contractual language or responsibilities between the State 
and the private operator. However, the complexities in operational 
practices with regard to disciplinary authority and responsibility 
between the State and the private operator took several months to 
resolve. This critical period of opening and operating a new prison 
usually sets the tone for the operation, for a long time. This was not 
a quantifiable observation, but was based on the experience of 
opening prisons and jails and observing the impact of an organized 
transition and activation process, and the first year of operation of a 
new prison.
The quality of data used in any evaluation is critical. The initial plan 
for the methodology was to use the State’s Tennessee Offender 
Management Information System, (TOMIS) as the primary data 
source. The TOMIS system was being developed as the 
comparative evaluation data was being collected. This resulted in 
an inability to obtain certain data, a change in data reporting 
formats, and an agreement by the State and the private contractor 
to use certain data collection and verification efforts. It should be 
noted that the State, particularly the Department of Correction's 
Planning and Research Division, did an excellent job in controlling, 
managing, and reporting on the quality and quantity of data used 
throughout this comparative evaluation.

The demands placed on the Office of Compliance, Tennessee 
Department of Correction, were not fully anticipated. The workload 
and tasks associated with contract monitoring, compliance 
monitoring, liaison and communication responsibilities were 
substantial. The TDOC Office of Compliance assumed these 
additional responsibilities and did an excellent job in coordinating 
and reporting compliance issues for the comparative evaluation 
process.
The corrections system must be flexible and meet the demands of a 
constantly changing inmate population. A limiting factor in this 
comparative evaluation was some of the demand for change on the 
system. For example, during some of the evaluation period, the 
Northwest Correctional Center was partly used as a reception center 
because of system demands.

A primary focus of the programs and activities associated with the 
correctional system was inmate jobs and work assignments. The 
industry component at each of the three facilities that was 
anticipated to supply substantial jobs, did not meet expectations.



In spile of these limitations and factors that could affect the quantity and 
quality of data, or the interpretation of the findings, it did not have a 
significant affect on the comparative evaluation approach. In fact, the 
State and the private contractor, particularly the wardens at the three 
institutions, used administrative prerogatives, creativity, and good judgment 
in mitigating many of the limitations.

C o m p a r a t i v e  E v a l u a t i o n  D r a f t  M p o r t  J a n u a r y  1 1 1 5

What were the findings of the annual audits?
The following table represents the second annual inspection of each facility 
by the special comparative evaluation inspection team.

Second Inspection NECC SCCC NWCC
Element Comp, Non-C. ComD. Non-C. ComD. fJon-C.

Administration 87.7 12.3 97.9 2.1 97.6 2.4
Safety & Conditions 95.6 4.4 88.1 11.9 94.5 5.5
Health Services 96.7 3.3 100.0 0.0 97.8 2.2
Mental Health 96.3 3.7 100.0 0.0 100.0 0.0
Treatment 95.9 4.1 99.35 .6 95.1 4.9
Security 99.5 .5 99.5 .5 98.4 1.6

AXERAGE (” ) 95.28 4.72 97.48 2.52 97.23 2.77

—  Does not include Correctional Enterprises

Compare Two Insp. NECC SCCC NWCC

Element ComD Non-C. Como. Non-C Como. Non-C.

First Inspection 90.67 9.35 84.53 15.47 90.08 9.92
Second Inspection 95.28 4.72 97.48 2.52 97.23 2.77

Percent Improvement 5.08 15.32 7.94

For evaluation purposes, the second inspection score was counted in the 
overall rated comparison. After each audit the ratings were reviewed with 
the facility. It is interesting to note the substantial improvement for all three 
facilities between the first and second inspections. SCCC made the 
biggest improvement. It is also interesting to note the very high levels of 
compliance and the closeness of the scores. This is all the more 
impressive since it was done independently by a bi-partisan team from 
TDOC and CCA. Also, the scores are consistent with the ACA 
accreditation ratings.

v i



NECC June 7-9,1993 _  98.78
- SCCC — ^  October 4-6, 1993 .. 09.29
NWCC June 6-8, 1994 08.88

5. What were the findings of the Security and Safety review?

A wide range of security and safety factors were reviewed. The review 
included reports on serious incidents for a frfteen-month period from July 
1993 through September 1994, and a review of Disciplinary Classification 
reports and Dispositions for different periods in 1993 and 1994.
It is very difficult to say that one facility is more or less secure or safe than 
another facility. There are many variables that constitute safe and secure. 
Nearly everyone has an opinion. Our opinions were based on 
observations, data, and our best professional judgment. We started with 
some assumptions and we referred to data from TDOC and CCA reports for 
most of our comments
Our first assump on was that there was full compliance with security and 
safety practices, and that our observations and comments would describe 
deficiencies in security, or safety compliance, or practices. Our second 
assumption was that we would refer to serious incident and disciplinary 
reports, because they have been accepted by the parties, and are the 
parties' reports.

Statement of Qualifications
Before we discuss specific security and safety issues it is important to 
remind the reader of the need to qualify and condition the interpretation, 
use, and referencing of a single number or set of numbers, or narrow 
specific statements in this report. We recognize the wide and varied 
interests in the results of this evaluation. We have attempted to present 
information in text and tables that are clear and concise in form and style.
However, we are very conscious that information can be taken out of 
context and appear to be much more than it is. Or worse, what it is not.
The reporting of events described as ‘serious incidents' in a prison report 
can have unintended consequences. We urge the reader to read the ftill 
report before reaching conclusions or quoting things out of context.
One measure of security and safety is the number and type of assaults that 
occur in a facility. During the fifteen-month period, NWCC had significantly 
more assaults than either NECC or SCCC. NWCC reported 165 assaults.

ACA Accreditation Ratings

Facility Date Score
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NECC reported 69 and SCCC reported BO. 62 of NWCC’s assaults 
resulted in minor injuries to staff. Assaults reported for the three facilities 
include serious and minor assaults involving staff, inmates and visitors.m
Disturbances, or the loss or threat of a loss of control is a measure of the 
security and safety of a facility. NWCC reported 7 temporary losses of 
control and NECC and SCCC each reported 2. A review of the 7 incidents 
at Northwest reflect the differences in reporting as the incidents were very 
minor, for example; a disruptive student in a classroom, a disruptive inmate 
in line to receive clothes, an inmate refusing to enter his cell and being 
escorted.
Escapes are an obvious measure of security for a prison. During the 
fifteen-month period, NECC had two, NWCC had one, and SCCC had no 
escapes from secure supervision. SCCC had 2 attempted escapes from 
secure supervision.
The number of injuries to staff and prisoners is a measure of the security 
and safety of a facility. During the fifteen-month period, SCCC reported 
significantly more injuries to prisoners and staff than either NECC or 
NWCC, with 214 injuries reported at SCCC, 21 and 51 at NECC and 
NWCC respectively.
The use of force is also reviewed whei. looking at the security and safety of 
a prison. The facilities have significantly different reported incidents of the 
use of force. SCCC had 30 reported incidents, NECC 4 and NWCC 6.
Both the injury and use of force data is as reported on TOMIS and does not 
necessarily reflect a higher incidence of injury or use of force at SCCC or 
NWCC. Rather, the data may be indicative of the focus of the facilities in 
reporting and the discretionary nature of the reporting requirements.
The use of a disciplinary system, and the writing of charges and disposition 
of those charges is a measure of the security and safety of a prison. There 
was not much difference in the issuing of disciplinary tickets among 
facilities. SCCC appears to write more minor infractions and NWCC 
appears to write more serious infractions.
The disposition of disciplinary charges is also a very good measure of the 
security and safety of a prison. It is an indication of how the facility 
manages its problems, and can be an indicator of facility safety. During the 
frfteen-month period, NEQC reported 500 dispositions to verbal reprimand, 
while NWCC and SCCC reported seven and 13, respectively.
Each of the institutions met the security and safety requirements of two 
annual inspections and an ACA audit. Their respective scores were 
exceptionally high, in fact, almost identical. There were differences in 
certain indicators. However, in reviewing the entire period, in our



judgment, there was very little difference in the performance of security and 
safety among the three facilities.

6. What were the findinos of the Program and Activities Review?
The following table summarizes the first and second years of operation at 
the three facilities regarding the percent of inmates inactive or idle due to 
job waiting.
This category depicts inmates who are eligible for a work or program 
assignment but remain idle and unassigned.
________________________________________ Job Waiting Percent

Comoare First and Second Years NECC SCCC NWCC

First Year 11 19 21
Second Year 4 11 12

The tables reflect the high rate of inmates in the 'job waiting’ category 
during the first year of operation. This is a critical time when inmates 
should be assigned to programs and work because the facility is setting its 
operational tone.
The tables also reflect the substantial improvement at each facility in 
reducing the amount of job waiting in the second year of opt ration.
The primary reason the job-waiting numbers and percents were so high 
was because the facilities had no industry program. The facilities were 
constructed but the program was not operational. SCCC and NWCC have 
had no real industry program during the evaluation period. NECC had a 
small industry program during the second year of operation.

The State recognized the prisoner “job waiting’ and industry problem. In 1994 the 
SOCC initiated efforts that led to legislation creating a new prison industry board 
and a renewed focus to develop work opportunities and prisoner jobs.
7. What conclusions were reached from the comparative evaluation?

There were elements within each area that was reviewed where one facility 
received a higher rating than another facility. However, there were also 
elements within each area where one facility received a lower rating. In 
total, the facilities all rated very high and are nearly identical in their overall 
performance. The closest objective numerical rating to support this 
conclusion was the second annual inspection reports and the ACA audit.
We do not believe there was a significant security and safety performance 
difference among the three facilities during the rated evaluation period.



We do believe there was a significant 'job-waiting" difference among the 
three facilities during the evaluation period. However, as TDOC and CCA 
agreed during the development of the methodology, adjustments could be 
made to the Program and Activity Index rating based on the jobs audit and 
verification of program and activity assignments. It is difficult to penalize 
SCCC and NWCC for not assigning inmates to an industry program that 
was not provided. On the other hand, the State was responsible for 
providing the industry program at all three facilities.
It was our judgment to rate all three facilities the same for the program and 
activity index.

Overall Rating
The overall Comparative Evaluation rating is depicted in the following table. It 
includes the second Annual Audit, worth 60 %, the Security and Safety Index, 
worth 25 %, and the Program and Activity and Jobs Index, worth 15 %.
Evaluation Ratina NECC SCCC NWCC

Audit (60% ) 57.17 58.49 58.34
Security and Safety Index (25 %) 25.00 25.00 25.00
Program and Activity Index (15 %) 15.00 15.00 15.00

97.17 98 49 98.34

In reviewing the ratings we considered the range of difference of up to 3 % among 
the three facilities, as essentially comparable. Therefore, our conclusion was that 
all three facilities were operated at essentially the same level of performance.

B. What recommendations are beino made'7

The following recommendations were developed from information learned 
and opinions formed during the evaluation process. They are intended to 
guide State policy makers as they look for ways to improve the correctional 
system. They are intended to guide State policy makers in their decision 
making process, if the State decides to continue this contract or contracts 
for correctional sen/ices in the future. We recommend the following:

• Establish an independent contract monitoring and operational 
compliance capability for corrections contracts where a 
comparative evaluation will be conducted. The potential conflict 
and the complexities require a separate contract monitor.

• Review State restrictions and TDOC policy to provide maximum 
flexibility to allow corrections operational contractors to use their 
business and marketplace creativity; obviously, with appropriate 
legal safeguards.

x



Allow the private contractor the authority and opportunity to 
privatize the industry program at SCCC. This could take several 
different forms. This should not preclude a contract with the 
TRAIL Board.
Review the 'start-up' needs and provide TDOC with adequate 
resources to service the operational demands of a new private 
prison contract. The need for transitioning into the new facility 
and the prison activation process require commitment of time and 
resources.
Review the needs and establish clearer lines of authority, 
accountability, and communication, between the State and a 
private contractor. Set policy and establish more formal and 
documented procedure.
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PART 1: BACKGROUND AND INTRODUCTION

The state operating budget for the 1995-97 Biennium provided funds for the 
legislature to review and identify state programs or services th a t may be 
competitively contracted to produce cost savings or improvements in the

Budget Committee (LBC) was asked to do the part of this review relating to 
adult correctional institutions, and to have a preliminary report completed by 
January  1, 1996.

Study Objectives

Tne LBC’s study objectives were set out as follows.

• Work with the Attorney General (AG) to identify any potential legal 
constraints to implementing privatization, and, if applicable, any 
statutory changes needed to remove such constraints.

• Verify whether other states and jurisdictions have achieved cost savings 
through privatization without harm  to the public good.

• If savings occur, identify the ways in which they are achieved (e.g., 
design/operational efficiencies, different levels of service, personnel 
compensation).

• Evaluate the feasibility and cost savings potential of privatizing 
Department of Corrections (DOC) institutions and facilities (e.g., 
specifically the new 1, 936 bed institution being planned).

■ With the assistance of DOC and the Attorney General, evrluate best
practices, and develop prototypes for Requests for Proposals (RFPs), 
contracts, and competitive procedures for privatization.

Study Results

By addressing the study objectives, this report provides information to assist 
the legislature in its deliberations on privatization. Although the report 
makes no recommendation on the policy issue of whether to privatize adult 
correctional facilities, there are numerous issues and obstacles related to 
privatization that are addressed in the technical appendices. These technical 
appendices (particularly those concerning legal issues, RFPs and contracts, 
and estimating annual ownership costs) are designed to be used as guidelines 
to be followed in the event th a t privatization is pursued. Similarly, the report

quality or level of services without harm to the public good. The Legislative

1



also contains five general guidelines th a t could be followed for minimizing the 
risk to the state, while promoting cost savings without sacrificing quality.
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PART 2: LEGAL THRESHOLDS

The LBC was asked to work with the Office of the Attorney General (AG) to 
identify any potential legal constraints to implementing privatization, and if 
applicable, any statutory changes needed to remove such constraints.

In addition to answering the basic questions posed, the AG provided further 
commentary on a number of legal issues to be considered in the event th a t the 
state would pursue privatization. The full text of the AG’s analysis is included 
in Appendix 1. The three basic threshold questions are presented and 
answered below.

Is there a 
constitutional 
prohibition against 
contracting prison 
operations?

No. There is, however, a doctrine that would prevent 
the state  from delegating away its ultimate 
responsibility to foster and support our prisons. There 
are no court decisions specifying what is necessary to 
avoid an unconstitutional delegation of corrections 
responsibility.

In Washington, a court would likely use a two-part test 
to determine whether the sta te’s delegation of power is 
constitutional. Under this test,

1. the legislature m ust provide standards or 
guidelines which define in general terms w hat is to 
be done and the instrum entality or adm inistrative 
body which is to accomplish it; and

2. procedural safeguards must exist to control 
arbitrary administrative action and any 
adm inistrative abuse of discretion.

Need to  retain 
certa in
responsib ilities

The first requirem ent would likely be met by adequate 
statutory standards for private prison operations, and 
by the detailed requirements of the state’s request for 
proposal and contract.

The second requirement would likely be m et by the 
sta te’s retention of ultimate decision-making 
responsibility in the areas of classification, discipline, 
sentence-calculation, and release decisions. Other 
states have strived to accomplish this in a number of 
ways. The more control th a t is retained, the less risk 
of unconstitutional delegation. Conversely, too much
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•  Are there existing 
statutory or case law 
constraints to 
contracting out 
prison work?

-  Legislative
au tho rity  needed

• Are there provisions 
in the relevant 
collective bargaining 
agreement against 
contracting out?

-  C urren t 
agreem ent 
exp ires in June

state involvement in facility decision-making may 
interfere with efficiencies th a t the private contractor 
proposes to achieve.

Yes. Contracting for services that have been 
traditionally and historically performed by classified 
DOC prison employees would likely be found to 
violate existing civil service law as interpreted by the 
courts. A possible exception in RCW 41.06.380 for 
certain contracts originally entered into before April 
23, 1979, would not apply, as our review discloses no 
such DOC contracts relating to prisons.

Legislative authority would have to be provided in 
order to contract for the operation of a prison without 
using state civil service employees. In order to 
remove any such question as to the authority given, 
the authorization should be in the form of an explicit 
direction in the sta tu te  to contract out the work 
involved. Repeal of RCW 41.06.380 is not necessary, 
since it is not th a t statu te  th a t prohibits contracting 
out in general.

W hatever language might be chosen for authorizing 
DOC to contract out, the language should be carefully 
drafted to ensure th a t the in tent to contract out is 
clear.

Yes. Under the current collective bargaining 
agreement DOC has agreed not to contract services 
when such action would have the effect of term inating 
classified employees or when the services to be 
contracted would be the same as those historically 
provided by classified employees.

The effect of existing collective bargaining agreement 
provisions on the ability of the legislature to direct 
contracting out is unfettled. State unions have taken 
the position in court th a t the legislature may not 
retroactively change an  agency's agreement not to 
contract out. They have based their position on a 
state Constitutional prohibition against impairment 
of contracts. However, even if a challenge to a 
contracting out statu te were to be successful on this 
ground, it would only bar application of the statute
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Issue o f rem oving 
DOC's d iscre tion  
in bargain ing

during the existing term of the contract agreement. 
Therefore, the constitutional issue could be avoided by 
stating in the statute th a t contracting out would not 
occur until expiration of the current term of the 
agreement. The current agreement expires on June 
25, 1993.

The statu te  and rules as currently w ritten require an 
agency to bargain personnel m atters over which 
managem ent can lawfully exercise discretion. 
Therefore, elimination of the contracting out language 
from the new collective bargaining agreement would 
not be certain if discretion to contract out is given to 
m anagement by the authorizing statute. Instead, the 
statute should direct DOC to contract out. The union 
could not then argue th a t contracting out is 
negotiable.



PART 3: REVIEW OF COST STUDIES -  PUBLIC VS. 
PRIVATE

One of the feasibility study questions was: Have other states and
jurisdictions achieved cost savings through privatization without 
harm to the public good?

We approached answering this question by reviewing published sources and 
the experiences of other states th a t have experimented with the privatization 
of prisons.

REVIEW  OF PUBLISHED SOURCES

There are 
su rp ris ing ly  few  
studies, and they 
are o f  lim ited  
value.

We conducted a review of existing literature on 
privatization of prisons. Although there are 
numerous published sources that debate the pros and 
cons of privatization, there are only a few studies 
th a t have attempted to compare costs, and they have 
reached conflicting conclusions. We reviewed the 
methodologies and conclusions of these studies, 
recreating the analyses when possible. With the 
exception of some state-sponsored studies (more on 
these later) the studies we reviewed had significant 
limitations or methodological weaknesses. We did 
not find th a t we could use these studies to draw any 
general conclusions about the potential for. cost 
savings through privatization.

See Appendix 2 for more comments on the cost 
studies we reviewed.

We also reviewed two studies available concerning 
the quality of operations of public-versus-private 
facilities. Indicators of quality included such factors 
as safety issues, availability of programming, 
satisfaction with food, and job satisfaction of staff. In 
each case, the studies found no significant differences 
in quality between the particular publicly and 
privately operated prisons being compared.1

1 Charles H. Logan, Well Kept: Comparing Quality of Confinement in a Public and a Private 
Prison, National Institute of Justice, March 1, 1991; and Tennensee Select Oversight 
Committee on Corrections, Comparative Evaluation of Privately-managed CCA Prison and 
State-managed Prototypical Prisons, January 1995.
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REVIEW  OF PRIVATIZATION EXPERIENCES 
IN OTHER STATES -  CHOICE OF CASE 
STUDIES

-  C rite ria  fo r 
selecting states 
fo r  case studies

-  Choice o f 
Louisiana and 
Tennessee

-  Both states a llow  
fo r apples-to 
apples 
com parisons

Since one of our study questions involves the 
feasibility of privatizing a multi-custody prison in 
Washington, we sought case studies of privatization 
in other states th a t met the following criteria:

• The experience with privatization should involve 
a large, multi-custody facility.

• The state-run facilities to be compared to the 
privately run  facilities should be of similar 
capacity, design and security levels.

• Preferably the comparable facilities would have 
been in operation for several years.

• The states having such facilities would be willing 
to provide all the information we would need in a 
timely m anner so as to meet the deadline for this 
report.

• The private companies operating the prisons 
would be willing to provide information needed for 
this study.

We were fortunate in ootaining the cooperation of 
two states -- Louisiana and Tennessee -- tha t have 
facilities th a t are particularly well-suited for apples- 
to-apples comparisons of costs.

Louisiana has three large, prototypical, multi-' 
custody facilities th a t are exactly the same design 
and capacity. One is operated by the state, and the 
two others are operated under contract by the 
W ackenhut Corporation (Wackenhut) and the 
Corrections Corporation of America (CCA), the two 
largest private operators of prisons. Louisiana’s 
three facilities were all in full operation by the 
beginning of 1991. At present, the capacity a t each of 
the "acilities is 1,474 inmates.
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Benchmark 
studies in o the r 
states

Why th is  study 
does no t report 
on the recent 
experiences o f 
states using 
benchm arks

Tennessee also has three large comparable facilities, 
two of which are state-run, and one of which is 
operated by CCA. The three facilities were in full 
operation by mid 1992. The current capacity at each 
of Tennessee’s prototypical facilities is 1336 inmates.

We also reviewed cost studies from other states. The 
most im portant of these have been recent attem pts to 
set cost benchmarks for targeted savings from 
privatization. The way this works is tha t states 
either estim ate w hat the public costs would be of 
operating a particular new facility, or they identify 
their current costs of operating similar prisons within 
their system. Through a Request for Proposals 
(RFP), private companies are asked to respond with 
proposals th a t would result in a m in im um  cost- 
savings percentage (e.g., seven to ten percent), 
compared to the benchmark.

If the benchmarks are accurately and appropriately 
estimated, and the state receives responsive bids, 
then the compensation provided for in the contracts, 
compared to the benchmark, should indicate an 
amount of savings to be expected from privatization.

Two years ago the LBC gained experience in 
estim ating the costs of prison operations. In its 
report on D ep a rtm en t o f  Corrections C apacity  
P la n n in g  a n d  Im p lem en ta tio n  (January 27, 1994), 
the LBC identified facility operating costs, by 
security level, in order to determine if some of the 
most inefficient prison facilities should be replaced. 
The findings from the report led to legislative 
approval of several capital projects intended to 
achieve operational savings.

Based on our experience, and knowing the care th a t 
m ust go into establishing benchmarks, we would be 
reluctant to accept projected savings based on 
benchmarks at face value. The time frame for the 
present ”tudy did not allow for the extent of review 
th a t would enable us to say whether recent 
benchmarking efforts in other states are likely to 
result in savings.
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PART 4: RESULTS OF LOUISIANA AND TENNESSEE 
CASE STUDIES

This part of the feasibility study uses the case studies to answer two of the 
questions posed in the project scope and objectives:

1. Have other states and jurisdictions achieved cost savings through 
privatization without harm  to the public good?

2. If savings have occurred, how have the private companies accomplished 
this?

In answer to the first question, we reviewed cost information and studies 
provided by the states and the private companies. For Tennessee, we reviewed 
and made adjustments to a cost comparison conducted by the sta te’s Fiscal 
Review Committee for fiscal year 1993-1994. For Louisiana, we used state 
and company data for fiscal year 1995-1996. The results of our analysis were 
submitted to the states and the private companies for technical review and 
comment in November 1995. Details concerning the comparative costs and our 
methodology are included in Appendix 3. Summary comments about the 
results are included in this section.

The first question also contains a qualitative element related to the “public 
good.” We endeavored to address this element by identifying any public safety 
differences between the public and private facilities (e.g., record of escapes and 
disturbances) and through examination of any other information that might 
suggest that there were substantive differences in prison operations and 
programs.

The second question concerns how private companies operate, and focuses on 
the issue of what the state might actually be purchasing in the event th a t it 
pursues privatization.

CASE STUDY COST COMPARISONS

• Has Louisiana Until recently, yes. Based on information for 1995-
achievedcost gg tke state can eXpect to break even on its two
privatization?9 contracts when all facilities are operating at full

capacity. The CCA prison is costing about 1 percent 
more than  the state facility, and the W ackenhut 
prison is costing about 1 percent less. Historical data 
suggest, however, th a t both private facilities 
previously cost the state less than the state-run
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-  Why costs have 
converged

Has Tennessee 
achieved cost 
savings through 
privatization?

prison on a per diem basis. For example, in fiscal 
year 1993-94, the two privately run facilities were 
costing the state approximately 4 percent less, even 
though they were housing fewer inmates.

One explanation for the convergence of costs over 
time may be the effect of competition. This is an 
argument made by the private companies that was 
also mentioned by some state correctional officials. 
Lean budget years may also have made a difference. 
For some years the inflationary increases built into 
the private contracts has been greater than  the 
increases in the corrections budget. So while the per 
diem costs for the private has inflated, it has not 
inflated for the public facility.

The best answer is probably yes. During the study 
period (fiscal year 1993-94), the effective per diem for 
the private facility was less than  tb.e weighted 
average per diem for the two state-run facilities 
($33.63 versus $34.29), but actually higher than one 
state facility and lower than another.

This information is somewhat misleading, however, 
because during the study period, in which additional 
capacity was being added at all three facilities, both 
state-run facilities had higher average daily 
populations (ADPs) than  the private facility. Since 
the marginal cost to the state of placing inm ates in 
its own facilities was less that the per diem for the 
private facility, this resulted in a lower effective per 
diem at the state facilities.

-  Estimate o f 
longer-te rm  
o u tlo o k

In order to understand how costs might compare over 
the long-term, when ADPs would more closely match, 
the sta te’s Fiscal Review Committee estim ated what 
the costs would be if the ADPs were equalized. 
Taking the same approach, but with the adjustm ents 
explained in Appendix 3, we estimate an average per 
diem for the state-run facilities of $35.55 (fiscal year 
1993-94) when ADPs are equalized. With the private 
per diem at $33.63, this represents a potential 
savings of approximately 5.5 percent. This may be 
viewed as the expected savings that will be achieved 
when all the facilities are operating a t full capacity.
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♦

-  The effects o f 
com petition

Tennessee officials were of the opinion that 
competition from the private facility had the effect of 
keeping costs down at the public facilities. As 
evidence of this, we observed during our site visits 
th a t the private facility’s estim ate of additional staff 
needed for a proposed capacity expansion of 170 beds 
was less than  half of the estim ate made by one of the 
state-run facilities. We were told that this difference 
was causing closer scrutiny of the state prison’s 
request than  might otherwise have occurred.

Are the private 
prisons as safe and 
secure as the pubiic 
prisons?

-  Escapes

CASE STUDY QUALITATIVE COMPARISONS

Yes, based on data a t hand. We reviewed a year’s 
worth of data from our study prisons regarding rates 
of escape, major disturbances, and inmate 
infractions. We also conducted site visits to observe 
prison environment and operations. A summary of 
our observations follows. (See Appendix 4 for more 
detailed information on both interstate and 
in trastate  comparisons of inmate demographics and 
behavior).

There were no escapes a t any of the Louisiana 
prisons. In Tennessee there was a total of three 
escapes from secure supervision in the two public 
prisons, and no escapes from the private prison. 
There was also a total of nine escapes from the two 
state run minimum security units, and only one 
escape from the privately run  minimum security 
unit.

M ajor
disturbances

In Louisiana, each of the private prisons reported one 
major disturbance, while the public prison reported 
four. In Tennessee, one of the public prisons reported 
sixteen major disturbances, while the remaining 
public and private prisons each reported seven. Some 
of the difference in numbers may be due to reporting 
differences, as evidenced in the comparative 
evaluation completed in Tennessee in January, 1995. 
Although these numbers portray a large am ount of 
major disturbances, none of the prisons experienced 
disturbances th a t required the use of outside 
assistance.
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-  I n f r a c t i o n s

Inm ate infractions are an important measure of 
safety and security, however, rates are dependent 
upon individual staff reports. In Louisiana, the 
W ackenhut prison issued .47 infractions per inmate, 
the CCA prison issued 1.3 per inmate, and the state 
prison issued 1.8 per inmate. In Tennessee, the 
infraction rates were more similar, with the private 
prison having issued slightly more infractions than 
the public prisons. During the study period of the 
Tennessee comparative evaluation, there were 
dramatically more injuries to staff and inm ates 
reported at the privately run facility. However, the 
report indicated reporting differences, and weighted 
each of the Tennessee prisons the same in the areas 
of safety and security.

All of the prisons we visited were clean and appeared 
to be orderly.

#

Do the private 
prisons offer the 
same quantity and 
quality of inmate 
programs as the 
public prisons?

Generally, yes. The private prisons in our study had 
sim ilar inmate work requirements to the public 
prisons. Louisiana private and public prisons have a 
100 percent inmate work program. In Tennessee, the 
private prison has an average of 84 percent of 
inm ates either working or attending full time 
education programs.

-  R ehabilita tion

In Louisiana, 26 percent of the inmates at the state 
prison were enrolled in education programs, while 
only 20 and 16 percent were enrolled at each of the 
private prisons. Although the exact numbers were 
not provided, it was reported th a t programs are filled 
to capacity a t each of the three prisons. Capacity and 
enrollment information was not available for other 
aspects of rehabilitation in Louisiana, but the 
emphasis in this state is clearly on work skill 
development and education in addition to a full-time 
work program.

In Tennessee, 23 percent of the inmates in the p ri­
vate prison participated in education programm ing, 
while 20 and 35 percent participated in education in 
the public prisons. A qualitative study conducted by 
Tennessee indicates similar programming availa­
bility and quality a t each of the prisons.
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L im ita tion  o f 
com parisons

In order to make a complete comparison, further data 
would need to be gathered including the ratio of 
program completions to enrollments, length of 
programs and outcome indicators.

Do the inmates from  
the private prisons 
have a higher or 
lower rate of 
recidivism than those 
from the public 
prisons?

Problems w ith  
de fin ing  and 
m easuring 
recidivism

This question cannot be answered within the context 
of this study. There have been no studies to address 
this question directly, or th a t measure recidivism 
from prison to prison. Although overall state 
recidivism rates appear in various publications, it is 
well known th a t most states define recidivism 
differently. For instance, the definition of recidivism 
may include re-arrest, technical violations or new 
convictions, or may only include actual returns to 
prison. S tates also measure recidivism over varying 
lengths of time, ranging from one year to five years.

The major links to recidivism appear to be in the 
areas of age and criminal history. Young offenders 
with an extensive arrest record for property crimes 
are more likely to re-offend than older, first-time 
offenders. A further problem with trying to assign a 
rate of recidivism to a particular prison is the fact 
than an inmate rarely spends his/her entire 
incarceration a t only one prison. Given these 
problems, using available data about recidivism 
would not be valid.

EXAMPLES O F HOW THE COMPANIES HAVE 
REDUCED COSTS

In Louisiana and Tennessee, both states designed, 
built and own their prototypical facilities, and pay all 
debt service. Therefore, these states do not provide 
an opportunity to evaluate the savings potential of 
privatization on capital projects (see discussion of 
capital costs in Part 5, below).

What areas of the 
operational budget 
are likely candidates 
for cost savings?

Personnel and supplies comprise approximately 85 to 
90 percent of operating costs in the state-run 
facilities we evaluated. These are the two areas 
where opportunities for savings are substantial. 
Personnel (including contracted professional services)
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Do the private 
companies save on 
supplies?

Do the private 
companies save on 
personnel costs?

-  Exam ple o f 
m agn itude  o f 
possib le  savings

accounts for about 70 percent of operating costs, 
while supplies account for 15 to 20 percent. The 
remaining areas of the budget, including such things 
as utilities and insurance, are not likely to vary 
significantly due to whether the state or a private 
company is operating a facility.

From all accounts, the private companies do save on 
supplies, but we do not have information that would 
permit us to estim ate a percentage.

State and company officials in both states agreed 
that the private companies save money by not having 
to follow the state procurement rules. They can buy 
supplies when needed, at the most competitive price, 
and keep a smaller inventory.

This cost advantage to the private companies is offset 
by the fact th a t in both states the private facilities 
pay sales taxes that the state facilities are exempt 
from paying. Although this adds to the cost of the 
contracts, the states may still realize the benefit of 
the lower procurement costs because the sales taxes 
axe returned to the states as revenues.

Yes. For the three private facilities included in our 
case studies, we estimate that the number of staff 
ranged from 88 to 97 percent of state facilities 
staffing, and th a t the average salaries for those 
personnel range from 69 to 93 percent of state 
salaries.2'

The magnitude of the potential for savings in the 
area of personnel can be shown in the following 
example. If a private facility can operate with 90 
percent of state staffing, and at 85 percent of average 
state salaries, this translates into a personnel 
savings of 24 percent. Since personnel costs comprise 
about 70 percent of all operating costs, this results in

2 The lower end of the salary range was based on comparing the mid-points of the salary 
ranges for corrections officers at the Avoyelles (state-run) and Allen (Wackenhut) facilities in 
Louisiana. Corrections officers comprise more than two-thirds of all staff at boti facilities. 
The use of the mid-point for the private facility is a conservative approach (i.e., does not over­
estimate) insofar as the private facility has a higher turnover rate than the state-run facility.
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a savings to the total budget of approximately 16 
percent.

Are the savings 
passed on to the 
states?

Some of the savings are passed on to the state to the 
extent th a t the contracted per diems for the private 
facilities are less than the states’ per diems. The 
example above shows, however, that personnel can be 
a major source of profit for the private companies.

How do the private 
facilities manage 
operations with 
few er staff?

From our site visits and reviews of staffing patterns, 
two general explanations emerged.

1. There is a greater tendency for staff to have 
responsibilities in more than one area, and for 
m anagement staff to have responsibilities in 
several areas.

Do the private 
companies also save 
on employee 
benefits?

2. More flexibility in the use of staff, including 
corrections officers, results in fewer staff 
(and/or less overtime) needed to cover 
m andatory posts.

Not necessarily. In Louisiana the state spends less 
on benefits for current employees than either of the 
private companies, primarily because state govern­
ment does not participate in the federal social 
security system. The state does have a retirem ent 
system, but its employer contribution to the retire­
ment system is less, as a percentage, than  what the 
private companies pay for social security contri­
butions.3 Of the tr/o private companies, CCA addi­
tionally makes a company stock contribution and has 
a stock purchase matching plan th a t can equal an 
employer contribution of up to 6 percent of salary' per 
year.4 In Louisiana, W ackenhut makes no employer 
contribution to retirem ent, other than social security.

3 The amount that the state contributes that is needed to cover defined benefits for current 
employees is 5.357 percent, which compares to the social security employer contribution of 6.2 
percent.
4 During the first year of employment, CCA contributes 2 percent of salary, and 1 percent 
thereafter. It will match employee contributions up to 4 percent of salary.
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