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Thank you very much for the chance to speak with you tonight.  My name is Caroline Isaacs, I’m the Director of the American Friends Service Committee in Tucson.  AFSC is a non-profit organization affiliated with the Quaker faith.  Essentially, we are the “social action” arm of the Quakers.  Our office here in Arizona works on criminal justice reform.  

In my 15 years of working with AFSC, I have been particularly interested in the issue of prison privatization, and have watched the use of these facilities explode in our state.  I’ve learned some lessons in that time, and I’ve also spoken with people from around the country about their experiences with privatization, particularly in Texas.  Council Members Wheeler and Baker invited me to come tonight to share some of these observations with you, and my hope is that it will be helpful to you in making your decision about the proposed agreement with Corplan and Emerald.

The first thing you should know is that you are not the only town that Corplan is courting right now.  

· Tohono O’Odham Reservation, near Sahuarita:  James Parkey representing Innovative Government Strategies, proposed an immigrant detention center to be located on the reservation.  Neighbors in the town of Sahuarita protested, so the proposal is on hold as they search for another location

· Benson:  Corplan approched the City Council there about an immigration facility.  The proposal was rejected when the Council learned that the company had no signed contracts with ICE or DHS to house immigrants in the facility.

I would recommend you talk with members of the Benson City Council and in particular their City Manager, Glenn Nichols, who did most of the due diligence on the proposal.  

Another person I would recommend you consult with is San Luis City Attorney, Glen Gimbut.  The city is suing two of the companies Mr. Parkey frequently does business with:  Civigenics and Community Education Centers (CEC), to recover money the firm owes the city from the two-year period that they operated the San Luis Regional Detention Center.  The Yuma Sun reported in May that,

“The city anticipated receiving between $200,000 and $400,000 annually in payments from the federal government for housing federal prisoners in the 500-bed prison. The bonds were to be paid off with money from the payments.

The prison opened in February 2007 with a 450-bed capacity, and Civigenics committed to expand it to house 500 within a year, according to city officials. But as of April 2008, it was holding only 330, and Civigenics asked the city for more time to bring up the inmate population.”  (“San Luis to sue prison contractor, Yuma Sun, 5/1/10)

Interestingly, the city fired CEC and hired Emerald to run the jail, another company that works closely with Parkey, and which is the proposed operator for the prison he wants you to build here.

There are many, many stories about similar situations in other states.  I expect you have heard about Mr. Parkey’s incredible boondoggle in Hardin, Montana, by now.  I am passing out some “rap sheets” on the two companies involved that detail just the most outrageous scandals from the last 5 years.  There is much, much more information on these companies’ track records that I would be more than happy to share with you.

As you know, Emerald has submitted a bid to the Arizona Department of Corrections for a contract to house up to 5,000 Arizona prisoners.  This is an extremely competitive bid, worth millions of dollars, and it is safe to say that Emerald is the least likely company to get it.  Four corporations have submitted bids:  Corrections Corporation of America (CCA), GEO Group, Management and Training Corporation (MTC), and Emerald.  

· CCA is the largest private prison company in the world, operating 64 facilities in 19 states and the District of Columbia.  Six of them are in Arizona, in Florence and Eloy.  These mostly house prisoners from the US Marshals, Immigration detainees, and prisoners from other states like Hawaii and Alaska.

· GEO has around 45 facilities in the US, including three facilities in Arizona. All of them are contracted with the Arizona Department of Corrections.

· MTC runs 17 facilities in the US, including 2 prisons in Arizona--in Marana and Kingman.  Both are contracted with the Arizona Department of Corrections.

By contrast, Emerald operates a total of 6 facilties, and only one of them is in Arizona—the San Luis jail mentioned earlier.  It has only been running that jail since August of this year.  

These companies have invested heavily in lobbying activities in the Arizona state legislature, but none as heavily as CCA.

On May 28, The Phoenix New Times reported that,  “In all, seven executives with the Tennessee-based private prisons giant Corrections Corporation of America contributed $980 for the governor's start-up fund with Arizona's clean elections system. A warden for one of CCA's Arizona prisons gave $100. A CCA shareholder gave $140.

Lobbyists listed with the state of Arizona as having CCA as a client gave another $560, for a total of $1,780. In addition, CCA has contributed a whopping $10,000 to the campaign for Prop 100, the one cent sales tax heavily promoted by Brewer, which is up for approval by voters today. The success of Prop 100 is considered by many to be the linchpin for a Brewer victory in November.”  (“Jan Brewer's CCA Money and Her Possible Conflict of Interest Over SB 1070,” Phoenix New Times, The Feathered Bastard, 5/18/10)

Now, I’m going to get out my crystal ball and make a prediction:  When Emerald does not get the ADC contract, they will tell you that they will fill the facility with immigrants instead.  Seems plausible, right?  Arizona just passed the harshest immigration law in the country, ICE is raiding businesses, the Border Patrol is apprehending border crossers left and right.   

Don’t be so sure.  As I mentioned, Benson rejected Corplan’s proposed immigrant detention facility because they had no guarantee that ICE or DHS would send immigrants to fill it.  To begin with, the Obama Administration pledged to overhaul the immigrant detention system last year, saying they would “transform it from one reliant on scattered local jails and private prisons to a centralized one specifically for civil detainees.”  In other words, fewer facilities run by the government, not by private operators.  

In testimony to the Appropriations committee this May, John Morton admitted that ICE isn’t even using all the beds it already has.  That’s because the private operators who get these contracts keep increasing their per diem charges and the federal government can’t afford the rates anymore. 

“Questioned why not not all 33,400 beds were being utilized, Morton said they could not afford the 33,400 beds, because the funding budgeted for the 33,400 were based on $99 a day vs. the $122 a day that ICE now has to pay. Only 29,192 beds are currently being used.” (“Costs for detention up, ICE head says,” http://www.businessofdetention.com/?p=943, 3/21/10) 

I do not know the details of the agreement that your Economic Development folks are negotiating for this prison, but I would caution you to be very careful about bonds.  Most of these “spec” prisons are built using “lease revenue bonds,” which means that the bonds are paid off with the money that you will theoretically be paid by whoever is supplying the inmates.  If Corplan and Emerald are not able to get the contract with Arizona Corrections or ICE or DHS and can’t fill the facility OR they get a smaller contract than expected and can only partially fill the facility, you may not generate enough income to pay off the bonds.  

In some cases, the county or city development corporation is left holding the bag, and must divert revenue from other services to pay off these bonds.  In other cases, Corplan or CEC may be responsible for paying on the bond, but if they default, the Economic Development Corporation’s bond rating could still go through the floor, making it difficult for the City to get bonds to build other projects, like schools, sewer systems, or hospitals.  

Another note of caution:  Often these corporations have an exit clause in their contract that allows them to walk away if the prison isn’t filled and they aren’t making enough money from it.  Other towns, like Johnson County, TX, have been left holding the bag on a half empty jail while the private management company leaves town.  

I know all of you want to do what’s best for your community—to bring good jobs here and try to create opportunity for growth.  I recommend that you take a good look at the background information on the companies and consultants involved in this proposal so that you have your eyes wide open and know who it is that you are considering doing business with.  It would be a tragedy if, in your efforts to spur economic growth, you instead were swindled into a financial boondoggle that could take years for Globe to dig its way out of.  

Thank you.  I would be happy to answer any questions.
