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A Cautionary Tale:  Empty “Spec” Prison in Hardin, Montana

· Corplan carpetbaggers made many promises to the people of Hardin, MT:  Good jobs, a brand new prison without spending tax money, and safety.  They were told that the prison was “meant to hold short-term inmates, typically 30 to 90 days.” And they were told that the development corporation was in “discussions with several agencies that might want to house inmates in the facility, including federal agencies such as the U.S. Marshals Service, Bureau of Indian Affairs, corrections and immigration.”  The warden promised, “It will get filled.”  (“Hardin detention facility on track,” Billings Gazette, 2/13/08)
· But Corplan and prison management company CEC apparently didn’t do their homework, because it took the state Attorney General to deliver the news that “State and federal officials have said they don't need any of the prison's 464 beds, and state law forbids the prison from housing out-of-state prisoners.”  (“Hardin officials say they expected inmates,” Billings Gazette, 2/13/08)
· In another feat of miscommunication, “Officials…told the state Corrections Advisory Council that they had a ‘gentlemen's agreement’ with Montana to house state inmates at the privately run prison.  But Bill Slaughter, former state corrections director, current agency officials and lawmakers on the council said they never had such an agreement and never envisioned the prison as part of the state's correctional system.”  (“Hardin officials say they expected inmates,” Billings Gazette, 2/13/08)
· The facility sat empty while the developer sued the state in an effort to overturn the Attorney General’s determination that the facility could not accept out of state prisoners.  Eventually, the jail defaulted on its bonds, and “the city was forced to dip into a $7.5 million reserve built into the jail's financing to cover an initial $900,000 debt payment.”  (“Hardin jail defaults on bonds,” Billings Gazette, 5/9/08)
·  A local Sheriff has refused to house his inmates in the facility, which he described as “basically a warehouse.”  (“Sheriff:  Hardin jail is not an option,” Billings Gazette, 6/18/08) 
· The town is now so desperate to fill the facility in order to pay its debt that it has abandoned its promises.  In November, the development group hosted a public meeting announcing it was attempting to sign a contract with the state to house sex offenders in the facility.  (“Hardin hears about potential jail contract,” Billings Gazette, 11/20/08)
· In a last-ditch effort, the town plans to petition the federal government to house enemy combatants from Guantanamo Bay who will have to be relocated when the government mothballs the facility.  The move was backed by a City Council resolution, despite the fact that the process for securing such contracts is still unclear, as is the designation of which agency would be tasked with overseeing the jail.  (Hardin jail tries for detainees from Gitmo,” Billings Gazette, 4/23/09)
· Finally, in a stranger-than-fiction episode, the county was nearly duped into awarding a contract worth $2.6 million a year for management of the prison to a convicted felon with a string of legal judgments against him, two bankruptcies and a decades-long reputation for deals gone bad.  Michael Hilton (one of many aliases) had brokered an agreement with the local development authority for his corporation, American Police Force, to operate the jail when his shady past was revealed.  His criminal record goes back to at least 1988, when Hilton was arrested in Santa Ana, Calif. for writing bad checks.  Beginning in 1993, Hilton spent six years in prison in California on a dozen counts of grand theft and other charges including illegal diversion of construction funds.  The deal finally fell through in October, 2009.  The jail remains empty.  (“Calif. jail entrepreneur has checkered past,” Associated Press, 10/7/09)

Corplan’s Shady Dealings in Willacy County, TX:  Bribery, Corruption, and Financial Mismanagement

Corplan was involved in brokering the deals for four different privatized facilities in Raymondville, TX:  A 1,000-bed state prison; a county-run, 96-bed jail with space for federal inmates; a 500-bed federal jail; and a 2,000-bed detention center for immigrants.  This collection of lockups has earned the town the title of “Prisonville.”  

Bribery:

· Three county commissioners were found guilty in a bribery scandal involving contracts to build a federal detention facility in Raymondville, TX.  Commissioner David Cortez was convicted of funneling $39,000 in bribes to fellow Commissioners Israel Tamez and Jose Jimenez in exchange for favorable votes to award the contract for the jail.  Cortez was sentenced three months in prison and a $25,000 fine.  Tamez received 6 months in prison and the same fine.  Jimenez died before being sentenced.  (“Another ex-official sentenced in scandal,” San Antonio Express News, 11/25/06)

· The origin of the funds used for the bribes was never revealed, but the County Attorney, Juan Angel Guerra, alleged that it came from Corplan, via its association with one of the defendants in the case, David Cortez.  “Our records indicate that when (Cortez) came before the commissioners when this happened four years ago, he represented himself as a private consultant for Corplan,” Guerra said.  The County Attorney even initiated a civil suit against Corplan and another company, but the case was dismissed.  (Killeen Daily Herald, 11/13/06)

· According to one of the documents in the case, “several Willacy County commissioners did solicit and receive things of value” from Cortez “in exchange for providing advantages not available to others interested in and competing for the selection of a consultant” for the facility and “…did agree to tacitly and implicitly provide (Cortez) and other corporate representatives with assurances in their capacity” as Commissioners, that Cortez and the company he represented (allegedly Corplan) “would receive favorable consideration” in exchange for money.  (San Antonio Express News, 3/25/05)

Corruption:

· Texas state Senator Eddie Lucio is another consultant for Corplan involved in brokering the deals to build facilities in Raymondville.  Between 2004-2006, he reported an income of at least $115,000 from Corplan and two other companies involved in the prison deals.  (“Jailbait:  Prison companies profit as Raymondville’s public debt grows,” Texas Observer, 10/21/06)

· District Attorney Juan Guerra pointed out that this presents a clear conflict of interest.  “These people are hiring him because of his position and not because of his skills…there’s no way to justify it.”  Guerra issued a subpoena for Corplan to appear in court to disclose the nature of the services it pays Lucio to perform.  (Valley Morning Star, 12/8/08).

· In the wake of the bribery scandals (see above), Lucio was asked by a reporter if Corplan was paying him for encouraging the award of the detention center contract.  He replied, “its up to them if they feel I did a good job.”  He added that it was “very hard to draw a fine line” between his duties as state lawmaker and prison corporation consultant, “but I can tell you this:  I do my best…I get paid $600 a month to be a state senator, and I do it just about on a full time basis.”  (San Antonio Express News, 7/23/06)

Financial Mismanagement:

· The county is now in danger of defaulting on a bond payment because it hasn’t received enough federal prisoners to generate the needed revenue to sustain the facility.  (Killeen Daily Herald, 11/13/06)

· County officials expressed “disappointment” that the US Marshal’s service was not sending as many inmates as anticipated.  They had based their general fund budget on near-capacity inmate counts, but the 500-bed prison counted only 260-313 inmates.  Apparently, the Marshals decided to transfer its inmates to other jails with lower housing costs.  (Valley Morning Star, 2/10/05)

· The town had the same problem filling its immigrant detention center.  Federal officials told the town that they would not fill the 2,000-bed facility.  The county is banking on the income from the per-diem paid by the federal government to pay off the bonds for the construction of the facility.  But a spokesperson for the Department of Homeland Security said, “I can’t guarantee those numbers.”  (Valley Morning Star, 7/16/06)

· In another blow, legal consultants warned the county that the federal government may restrict the spending of money generated by the detention center.  The income can only be spent on direct costs related to housing and detention of detainees.  The county is forbidden from spending the money on salaries, indirect costs and services and facilities that are not used by the federal detainees.  They cited a case in which a county in Pennsylvania was ordered to return $58.5 million after it allegedly spent the money on unauthorized expenses.  (Valley Morning Star, 7/16/06) 

· Investigations into the financing and budgeting of the construction of the town’s immigrant detention center prompted the County Attorney to level charges that the project had over-billed the county by more than $15 million.  “The price is just ridiculous…Nobody did a comparison,” he said.  He pointed to four areas in which the contractor inflated costs:  The materials for the tent-like structures cost $3.3 million, but the contractor billed the county for $4.6 million.  The contractor charged $3.6 million to prepare the construction site, but other companies said they could have done it for $1.6 million.  The county was billed $2.8 for the sewer, but other companies would have done the job for $800,000.  And the county paid $400,000 for an asphalt parking lot that was worth $150,000.  “We cannot justify these costs,” said County Attorney Guerra.  (Valley Morning Star, 7/26/06)
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