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HOUSE OF REPRESENTATIVES
COMMITTEE ON
STATE ADMINISTRATION

ANALYSIS
BILL #: HB 727
RELATING TO: Correctional Privatization Commission
SPONSOR(S): Representative(s) Stansel, Weissman and others
TIED BILL(S): None

ORIGINATING COMMITTEE(S)/COUNCIL(S)/COMMITTEE(S) OF REFERENCE:
(1)  STATE ADMINISTRATION
(2)  CRIME PREVENTION, CORRECTIONS & SAFETY
(3)  FISCAL POLICY & RESOURCES
(4) COUNCIL FOR SMARTER GOVERNMENT

()

l. SUMMARY:

The Florida Department of Corrections (DOC) was authorized in 1989 to enter into contracts with private
corrections firms for the construction and operation of private prisons. The privatization of correctional
facilities was undertaken to reduce the costs associated with the state’s rising inmate population and to
identify innovative and effective approaches to corrections.

The Correctional Privatization Commission (CPC) was created in 1993 for the purpose of entering into
contracts with contractors for the designing, financing, acquiring, leasing, constructing, and operating of
private correctional facilities. The CPC may not enter into a contract unless it will result in a cost
savings to the state of at least 7 percent over the public provision of a similar facility.

The CPC currently oversees the operation of the following five facilities: Bay Correctional Facility, an
adult male facility of medium security; Moore Haven Correctional Facility, an adult male facility of
medium security; South Bay Correctional Facility, an adult male facility of close custody supervision;
Lake City Correctional Facility for youthful offenders; and Gadsden Correctional Facility, an adult female
facility of medium security.

The CPC is housed administratively in the Department of Management Services, but is not subject to its
control. The CPC was created as an entity separate from the DOC in order to encourage private
vendors to be innovative in the design, construction, and operation of correctional facilities.

HB 727 abolishes the CPC, and transfers all its powers, duties, functions, rules, records, personnel,
property, and unexpended balances of appropriations, allocations or other funds of the CPC to the DOC
utilizing a type two transfer.

HB 727 removes all references to the CPC in statute.

There does not appear to be a fiscal impact on local governments; however there is a fiscal impact on
state government. See “Fiscal Analysis & Economic Impact Statement” section for detalils.

There is considerable debate on the bill. See “Other Comments” section for details.
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SUBSTANTIVE ANALYSIS:

A

DOES THE BILL SUPPORT THE FOLLOWING PRINCIPLES:

1. Less Government Yes (] No [] N/A [X]
2. Lower Taxes Yes [] No [] N/A [X]
3. Individual Freedom Yes ] No [] N/A [X]

4. Personal Responsibility Yes ] No [] N/A [X]

5. Family Empowerment Yes (] No [] N/A [X]

For any principle that received a “no” above, please explain:

PRESENT SITUATION:

Florida Department of Corrections

The Florida Department of Corrections (DOC) is one of the largest state agencies in Florida and
runs the fourth largest state prison system in the nation. The DOC employs approximately 25,000
personnel and has an annual budget of more than $1.5 billion. Florida has a total of 126 correction
facilities: 57 major prisons, including 5 privately run prisons; 29 work camps; 30 community
correctional centers (work release facilities); four forestry camps, and one youthful offender boot
camp. The DOC is responsible for the custody of 70,660 inmates as well as the oversight of
203,441 offenders under probation and community supervision. Pursuant to Chapter 99-271,
L.O.F. ' the DOC is reorganizing the department to a more centralized model; decisions that were
formerly made at the regional or prison level will be made at the central office level. The
reorganiza;[ion process began in May of 1999, and is estimated to take from 18 to 36 months to
complete.

Chapter 89-526, L.O.F., allowed the DOC to enter into contracts with private corrections firms for
the construction and operation of private prisons. Section 944.105, F.S., states that any contract
between the DOC and a private entity must offer a substantial savings to the DOC, must provide
the same quality of services as those provided in public prisons, and the Legislature must give
specific appropriations for the contract. The privatization of correctional facilities® was undertaken
for the following purposes: to reduce the costs associated with the state’s rising inmate population
and to identify innovative and effective approaches to corrections. *

! Chapter 99-271, L.O.F., states “ The Office of Program Policy Analysis and Government Accountability shall conduct a performance
review of the Department of Corrections' reorganizations efforts pursuant to the passage of HB 2161 or any similar legislation passed
in the 1999 L egislative session.”

2 The Basics of Florida Corrections, Committee on Crime Prevention, Corrections & Safety, January 2001.

3 Section 946.503, F.S., defines a“private correctional facility” asafacility authorized by Chapter 944, F.S,, regarding private
contracts entered into by the DOC, or Chapter 957, F.S., which establishes the Correctional Privatization Commission.

4 Office of Program Policy Analysis and Government Accountability, Report No. 95-12, “Review of Correctional Privatization”,
November 13, 1995.
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Correctional Privatization Commission

Chapter 93-406, L.O.F., created the CPC. The CPC is housed administratively in the Department
of Management Services. The Department of Management Services provides administrative
support and service to the CPC to the extent requested by the CPC, but the CPC and its staff are
not subject to control, supervision, or direction by the Department of Management Services.”

The CPC was created for the purpose of entering into contracts with contractors for the designing,
financing, acquiring, leasing, constructing, and operating of private correctional facilities.? The CPC
may also enter into contracts for the operation of private juvenile commitment facilities. The
mission of the CPC is “to foster an environment of competition between the public and private
sector in order to ensure state services are performed in the most effective and efficient manner.
The CPC is administratively housed in the Department of Management Services, and is
independent of the DOC. The CPC was created as an entity separate from the DOC in order to
encourage private vendors to be innovative in the design, construction, and operation of
correctional facilities.® Accordingly, the CPC is allowed to waive any rule, policy, or procedure of the
DOC related to the operation standards of correctional facilities that are inconsistent with the
mission of the commission to establish cost-effective, privately operated correctional facilities. °

n7

Chapter 957, F.S., outlines the composition and the responsibilities of the CPC. The commission
consists of five members appointed by the Governor, none of whom may be an employee of the
DOC or the Department of Juvenile Justice, one of whom must be a minority person, and four of
whom must be employed by the private sector. The term of office for a member of the CPC is four
years. Members of the commission serve without compensation, but are entitled to reimbursement
for per diem and travel expenses. The CPC is a separate budget entity, and the executive director
is its chief administrative officer. The Department of Management Services provides administrative
support and service to the commission to the extent requested by the CPC, but the commission and
its staff are not subject to control, supervision, or direction by the Department of Management
Services.

Section 957.03(4), F.S., requires the CPC to enter into a contract or contracts with one contractor
for the designing, acquiring, financing, leasing, constructing, and operating of a private correctional
facility, unless the Legislature permits a separate contract for any additional services necessary for
the operation of the particular correctional facility. In its request for proposals for a particular facility,
the CPC must encourage innovation and cannot require the use of prototype designs of state
correctional facilities specified or designed by the DOC or the Department of Juvenile Justice.
Accordingly, the commission must not require the use of any prototype design that specially
advantages any one contractor.™

®In January of 2000, the Department of Management Services released its Boards and Commissions Review. Inthisreview, the
Department of Management Services included arecommendation for the future of the CPC: “transfer to another agency more
functionally aligned with the Commission’s purpose; possibly the Department of Corrections.” The Governor’s Recommended
Budget for FY 2000-2001echoed the recommendations of the Department of Management Services stating that the CPC be transferred
to the DOC. Therecommended budget for FY 2001-2002 includes no such recommendation.

6 Office of Program Policy Analysis and Government Accountability, Report No. 95-12, “Review of Correctional Privatization,”
November 13, 1995.

" Correctional Privatization Commission, Trends and Conditions Statement, received by facsimile transmission from Executive
Director, C. Mark Hodges, on March 8, 2001.

81d.

® Section 957.04(1)(e), F.S.
10 Sections 957.03(1), 957.03(2), 957.03(3), F.S.
1 Section 957.03(4), F.S.
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Section 957.04, F.S., specifies the requirements of any contract entered into by the CPC. The
contract must maximize the cost savings of any particular facility. In addition, the contract must be
negotiated with the most qualified firm, and the particular contractor must have the qualifications,
experience, and management personnel necessary to carry out the terms of the contract. The
contractor is required to seek and maintain accreditation by the American Correctional Association
for the facility under that contract, and the proposed facilities and management plans for the
inmates must meet applicable American Correctional Association standards as well as meet the
requirements of all applicable court orders and state law. The contractor is responsible for a range
of dental, medical, and psychological services; diet; education; and work programs at least equal to
those provided by the DOC in its operation of state-owned facilities. The work and education
programs must be designed to reduce recidivism."

The contract is for a period of three years, and may be renewed for successive two-year periods.
The state is not obligated for any payments to the contractor beyond current annual appropriations.
Any contract between the CPC and a contractor requires the appointment of a full-time contract
monitor. The contract monitor is appointed and supervised by the commission. The contractor is
required to reimburse the commission for the salary and expenses of the contract monitor, and it is
the obligation of the contractor to provide suitable office space for the contract monitor at the
particular correctional facility. **

As a result of the CPC’s mission to establish cost-effective facilities, s. 957.07, F.S., outlines the
cost-saving requirements of each contract. The CPC may not enter into a contract or series of
contracts unless the commission determines that the contracts in total for the facility will result in a
cost savings to the state of at least 7 percent over the public provision of a similar facility. The cost
savings determined by the CPC must be based upon the actual costs associated with the
construction and operation of similar facilities or services as certified to the CPC by the Auditor
General. The Auditor General calculates these costs by determining the inmate per diem in pubic
correctional facilities operated by the DOC that are of a substantially similar size, type, and location.
The Auditor General must provide a report to the CPC detailing the state cost to design, finance,
acquire, lease, construct, and operate such facility. The report must be provided to the CPC in
sufficient time that it may be included in the request for proposals for the private facility. **

If the CPC enters in a contract for the operation of a private correctional facility, the DOC must
transfer and assign prisoners, at a rate determined by the DOC, to the particular private correctional
facility. The prisoners transferred by the DOC must represent a cross section of the general inmate
population, based on the grade of custody or the offense of conviction, at the most comparable
facility operated by the DOC. *°

Since 1993, the Legislature authorized the CPC to finance and construct six correctional facilities.
The Department of Juvenile Justice subleases and operates two of the six facilities, located in Palm
Beach and Polk Counties. Effective July 1, 1999, the Legislature transferred the operation of the
Gadsden Correctional Facility, a facility for adult females, from the DOC to the CPC. The Gadsden
facility was originally financed and constructed by the DOC. With the operation of the five private
facilities that require a contract monitor for each facility, and the statutory requirements of a five-
member commission, the CPC has 10 authorized full-time employment positions. *°

12 Section 957.04, F.S.

Bq.

14 Section 957.07, F.S.

1% Section 957.08, F.S.

18 Correctional Privatization Commission, Trends and Conditions Statement, received by facsimile transmission from Executive
Director, C. Mark Hodges, on March 8, 2001.
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The CPC currently oversees the operation of the following five facilities: Bay Correctional Facility,
an adult male facility of medium security; Moore Haven Correctional Facility, an adult male facility of
medium security; South Bay Correctional Facility, an adult male facility of close custody
supervision; Lake City Correctional Facility for youthful offenders; and Gadsden Correctional
Facility, an adult female facility of medium security. The total amount of beds from each of these
five facilities is 3,968. " For each facility, the CPC has entered into an “Operations and
Management Contract” with a private vendor to operate the facility for an agreed daily per diem.
The contract provides for an annual inflation per diem increase, subject to appropriation by the
Legislature. The contracted per diem includes costs for the following operating expenditures:
personnel, general operating expenditures, operating equipment, food services, medical services,
maintenance and repair, educational programs, substance abuse programs, sales tax, salary and
expenses of the contract monitor position, property taxes, or grants to the counties that have private
prisoners, and corporate taxes.'®

While CPC contracts with the private vendors, the DOC pays the vendors for the services the
vendors provide. This money comes out of the DOC budget, as provided by legislation. In fiscal
year 2000-2001, according to CPC, the state appropriated $74,008,359 from general revenue and
$2,025,906 from trust funds, for a total of $76,034,265 for payments to the vendors and grants to
counties in lieu of property taxes. The State of Florida, through appropriations to the DOC, pays the
private vendors monthly for the per diems as contracted by CPC. CPC sends authorization to the
DOC and the DOC issues the check.™

Section 394.9151, F.S., allows the Department of Children and Family Services to contract with a

private or state agency for use of and operation of facilities; this agency may also contract with the

CPC to issue a request for proposals and monitor contract compliance for these services.

There are several forms of inspections and monitoring of contracted private correctional facilities.
Each contracted private facility must seek and maintain accreditation by the
American Correctional Association, and every three years, the American Correctional
Association reviews each institution, public or private, seeking accreditation.

Each contract monitor at each particular facility must submit a monthly report to the
CPC.

The CPC contracts for an independent annual monitoring of each of its facilities.

All management review and safety inspections of contracted private correctional
facilities are conducted by the CPC.

The DOC conducts security audits of the CPC’s contracted facilities.

The DOC conducts inspections of the special education programs offered at Lake
City Correctional Facility.

The DOC and the Correctional Medical Authority audit health services provided at
the CPC contracted facilities.

74,
184,

19 Senate Staff Analysis and Economic Impact Statement, CS/SB 832, Criminal Justice Committee, March 27, 2001.
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Any allegations or incidents at COC facilities are reported to the DOC in accordance
with proper procedure. *°

Office of Program Policy Analysis and Government Accountability

An additional inspection of private correctional facilities is the responsibility of the Office of Program
Policy Analysis and Government Accountability (OPPAGA). ** OPPAGA completed an initial review
of correctional privatization in a report dated November 13, 1995. OPPAGA concluded that the
State of Florida had made a significant commitment to correctional privatization with the
establishment of its private prisons. However, OPPAGA made several recommendations to
enhance these efforts. OPPAGA acknowledged the lack of a working relationship between the
DOC and the CPC. To improve this relationship, OPPAGA suggested that the DOC and the CPC
develop an agreement that clarified their respective roles relating to correctional privatization.
According to OPPAGA, the DOC must remain the ultimate authority on the state’s correctional
facilities, but CPC must have the freedom to explore more cost-effective approaches to correctional
privatization. OPPAGA further suggested that the DOC and the CPC must work together to identify
comparable institutions and programs so that cost comparisons between public and private
institutions can be made. Lastly, in order to facilitate the evaluation of private vendors, OPPAGA
suggested that the DOC and the CPC maintain data pertaining to facility costs, inmate and facility
management, performance, education, substance abused outcomes, and information on
investigations and litigations. With proper data maintenance, the DOC and the CPC can accurately
evaluate correctional privatization.

OPPAGA completed a follow-up report on the review of correctional privatization in September
1997. OPPAGA concluded that the DOC and the CPC were still not working cooperatively and
therefore the two entities were hindering the Legislature from reducing costs and identifying
effective approaches to correctional privatization. By not working cooperatively, the DOC and the
CPC were not maximizing the potential benefits of privatization. The two entities were moving
towards operating a dual corrections system that would become duplicative in nature. In addition,
because the DOC and the CPC were not communicating on major issues, there was no cooperative
transfer agreement as required by s. 957.06(2), F.S. * This only creates further complications
when trying to compare public and private prisons. OPPAGA stated that the Governor’s Office was
reviewing a request by the DOC for that office to intervene in the impasse between the DOC and
the CPC. OPPAGA'’s staff had met with the Governor’s staff to discuss a particular plan of action.
OPPAGA recommended that the Governor authorize an independent body within the Executive
Branch, such as the Florida Corrections Commission, to mediate disputes between the DOC and
the CPC, and then make recommendations to the Governor for final resolution. **

OPPAGA also conducts cost-benefit analyses of each independent facility pursuant to s. 957.11,
F.S. % In April of 1998, OPPAGA conducted a review of both the Bay Correctional Facility and the

20 Monitoring Contracted Private Correctional Facilities, Florida Corrections Commission, 2000 Annual Report.

L pursuantto s. 957.11, F.S.

22 Office of Program Policy Analysis and Government Accountability, Report No. 95-12, Review of Correctional Privatization,
November 13, 1995.

2 section 957.06(2), F.S., states that the contractor may request an inmate to be transferred to afacility owned by the DOC. The CPC,
the contractor, and a representative of DOC must devel op and implement a cooperative agreement for transferring inmates between a
correctional facility operated by the CPC and afacility operated by the DOC; all entities must comply with the agreement.

240ffice of Program Policy Analysis and Government Accountability, Report No. 97-06, Follow-up Report on the Review of
Correctional Privatization, September 1997.

25 Section 957.11, F.S., requires that the “ Auditor General develop and implement an evaluation of the costs and benefits of each
contract entered into under this chapter. This evaluation must include a comparison of the costs and benefits of constructing and
operating prisons by the state versus by private contractors.”
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Moore Haven Correctional Facility. OPPAGA concluded, in part, that the two private prisons
reviewed were not providing the state with the level of overall cost savings initially projected by the
CPC, and that the CPC did not structure the contracts to ensure that the projected level of cost
savings was achieved. OPPAGA also stated that although the private prisons had introduced some
different methods of construction and operation into the state correctional system, it was too early to
determine what kind of effect the implementation of those alternatives would produce. OPPAGA

did recommend that the contracts be renewed with the private corporations operating the facilities,
but gave recommendations to improve the cost-effectiveness of the prisons’ operations. *°

In April 2000, OPPAGA conducted a follow-up review of the Bay and Moore Haven Correctional
Facilities. OPPAGA questioned the CPC's contract modification that resulted in a $785,936
additional payment to Corrections Corporation of America, the private corporation operating Bay
Correctional Facility. OPPAGA acknowledged that the DOC had increased the number of inmates
at Bay and Moore Haven Facilities, a benefit to the state. In addition, the two facilities had complied
with statutory requirements by depositing particular prison proceeds, including canteen profits and
telephone commissions, into the newly created Department of Corrections Privately Operated
Institutions Inmate Welfare Trust Fund. OPPAGA recommended that the Legislature direct the
CPC and the DOC to work together to develop a methodology for indexing correctional costs so
that the CPC could achieve a 7 percent cost savings at private correctional facilities. >’

OPPAGA completed a report on the Lake City Correctional Facility in February 2000 that addressed
this issue of refinement in the indexing of correctional costs. OPPAGA suggested that restructuring
the contract’'s marginal per diem rate alone would reduce the rate of the contract, possibly saving
over $560,000 annually. In addition, OPPAGA discussed the significant problems that the Lake
City facility experienced in its first year of existence. The facility had extremely high staff turnover
and major noncompliance issues that undermined the quality of the prisons. However, OPPAGA
acknowledged that following state intervention, the prison showed considerable improvement the
following year. Lake City’s programs were comparable to the programs at the public youthful
offender prisons, and its per diem costs were consistent with the costs of similarly sized public
youthful offender prisons. The Legislature exempts private youthful offender prisoners from any
cost savings requirements.”® The intent of the Legislature in providing this exemption is that the
private vendors provide programs of optimal capacity and high quality. OPPAGA recommended
that the Lake City facility establish its planned vocational and industry programs to enhance the
guality of the facility. OPPAGA also recommended that the contract be renewed with the
Correctional Corporations of America for the continued management of the facility with some
alterations: CPC must add contract provisions which would allow the CPC to sanction the private
vendor for any noncompliance with state and federal regulations, and there must be a restructuring
of the marginal per diem rate. %

OPPAGA completed a report on the South Bay Correctional Facility in March 2000. OPPAGA
concluded that the Wackenhut Corrections Corporation, the private vendor in charge of the South Bay
Facility, built the facility at costs that were 24 percent below construction costs for the most
comparable public prison. After adjusting for differences between public and private facilities to
provide a fair comparison, OPPAGA concluded that South Bay’s operating costs were 3.5 percent
lower during the 1997-98 fiscal year than those of the comparable public prison, and 10.6 percent

280ffice of Program Policy Analysis and Government Accountability, Report No. 97-68, Review of Bay Correctional Facility and
Moore Haven Correctional Facility, April 1998.

27 Office of Program Policy Analysis and Government Accountability, Report No. 99-46, Bay and Moore Haven Private Prison
Contracts Renewed; Bay Costs Increase, April 2000.

28 gection 957.125(2), F.S.

29 Office of Program Policy Analysis and Government Accountability, Report No. 99-33, Lake City Correctional Facility Experienced
Start-Up Problemrs, But It Has Improved, February 2000.
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lower during the 1998-99 fiscal year than those of the comparable public prison. Although OPPAGA
complimented the savings to the State, OPPAGA criticized the CPC for the circumstances
surrounding the CPC paying state taxes for Wackenhut. The CPC paid Wackenhut $263,499 for
Florida corporate income tax and $94,107 for state sales tax, but the CPC did not require
documentation of Wackenhut's actual tax payments. OPPAGA concluded that the CPC could even
increase savings by improving its cost control efforts. *

The Florida Corrections Commission

The Florida Corrections Commission was created in 1994 and its primary function is to oversee
Florida’s correctional system. The commission is responsible for reviewing the efficiency and the
effectiveness of the state’s correctional efforts, recommending policies, and evaluating the
implementation of approved policies and legislation. The commission is composed of nine
members appointed by the Governor and subject to Senate confirmation. The Florida Corrections
Commission operates independently of the DOC. **

It its 2000 Annual Report, the Florida Corrections Commission recommended the abolishment of
the CPC. The recommendation was based on the following findings:

The CPC has no standard reporting format that is consistent among its five
contracted private correctional facilities, although a standard monitoring tool is
utilized,

The distribution of the monthly monitoring reports extends only to the appropriate
private correctional firm’s corporate office; the DOC does not receive a copy;

There are significant gaps in the submission of monthly monitoring reports from the
five contracted private correctional facilities; the CPC does not appear to have
adequate mechanisms in place to ensure the timely submission of monthly
monitoring reports;

There are numerous errors and/or discrepancies in the monthly monitoring reports as
well as error and/or discrepancies in the data carried forward and reported from one
monthly report to the next;

The CPC elected to redirect funds in FY 2000-2001 that were previously utilized to
hire consultants to conduct annual monitoring; these funds were redirected to
contract with legal consultants to assist in property tax litigation;

In FY 1999-2000, the CPC reported no payment deductions to three private
correctional facilities for vacant positions that exceeded the contractually allowed
time requirements, although the monthly monitoring reports for each facility identified
vacancies that exceeded the contractually allowed requirements; and

Florida is the only state that has established a separate government entity outside
the state correctional agency for the expressed purpose of entering into contracts for
the privatization of correctional facilities. *

30 Office of Program Policy Analysis and Government Accountability, Report No. 99-39, South Bay Correctional Facility Provides
Savings and Success; Room for Improvement, March 2000.

31 The Basics of Florida Corrections, Committee on Crime Prevention, Corrections, & Safety, January 2001.

32The Florida Corrections Commission, Monitoring Contracted Private Correctional Facilities, 2000 Annual Report
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Based on these findings, the Florida Corrections Commission stated that the CPC should be
abolished and its functions transferred to the DOC utilizing a Type Two Transfer as set forth in s.
20.06, F.S. %

EFFECT OF PROPOSED CHANGES:

The bill repeals Chapter 957, F.S., known as the “Correctional Privatization Commission Act.” This
repeal abolishes the Correctional Privatization Commission, and transfers all its powers, duties,
functions, rules, records, personnel, property, and unexpended balances of appropriations,
allocations or other funds of the CPC to the Department of Corrections utilizing a type two transfer.

HB 727 amends s. 394.9151, F.S., removing the authority of the Department of Children and Family
Services to contract with the CPC.

HB 727 removes any references to the CPC currently in statute. Accordingly, any reference to a
“private correctional facility” means a facility authorized by Chapter 944, F.S.
SECTION-BY-SECTION ANALYSIS:

See “Effect of Proposed Changes.”

lIl. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A

B.

FISCAL IMPACT ON STATE GOVERNMENT:
1. Revenues:
None

2. Expenditures:
Fiscal Year 2001-2002

10 full-time employees and $966,382 is transferred from the Department of Management
Services to the DOC.

Of the $966,382, $511,411 is from the General Revenue Fund, and $454,941 is from the
Grants and Donations Trust Fund.?*

FISCAL IMPACT ON LOCAL GOVERNMENTS:
1. Revenues:

None.

33 Section 20.06, F.S., “A Type Two Transfer isthe merging into another agency or department of an existing agency or department or
aprogram, activity, or function thereof or, if certain identifiable units or subunits, programs, activities, or functions are removed from
the existing agency or department, or are abolished, it isthe merging into an agency or department of the existing agency or
department with the certain identifiable units or subunits, programs, activities, or functions removed therefrom or abolished.”

34 Department of Management Services, 2001 Substantive Bill Analysis, HB 727, March 14, 2001
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2. Expenditures:
None.
C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:
None.
D. FISCAL COMMENTS:
None.

V. CONSEQUENCES OF ARTICLE VIl, SECTION 18 OF THE FLORIDA CONSTITUTION:

A.  APPLICABILITY OF THE MANDATES PROVISION:

This bill does not require counties or municipalities to spend funds or to take action requiring the
expenditure of funds.

B. REDUCTION OF REVENUE RAISING AUTHORITY:

This bill does not reduce the authority that counties or municipalities have to raise revenues in the
aggregate.

C. REDUCTION OF STATE TAX SHARED WITH COUNTIES AND MUNICIPALITIES:

This bill does not reduce the percentage of a state tax shared with counties or municipalities.

V. COMMENTS:
A. CONSTITUTIONAL ISSUES:
None.
B. RULE-MAKING AUTHORITY:
None.
C. OTHER COMMENTS:

Members of the CPC oppose HB 727.% The members believe that if the commission is abolished,
the healthy competition between pubic and private run correctional facilities will be destroyed, for
the DOC will be in the lone position of managing the competition. The CPC believes that the
competition created by the private vendors has forced the DOC to become more efficient and
effective in its operation of public facilities. This competition, according to the CPC, has produced
savings to the taxpayers in the State of Florida in two ways: savings have been documented in
OPPAGA reports, and the DOC generates savings in its efforts to compete with bids from the
private sector. If the CPC is transferred to the DOC, future privatization of correctional facilities will
not occur; the CPC was created to spur privatization for the DOC was not aggressive enough in its
pursuit of private contracts. Another reason for the continuation of the CPC is that the CPC is

35 Correctional Privatization Facility, Bill Analysis for SB 832, received by facsimile transmission from Executive Director, C. Mark
Hodges, on March 8, 2001.
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required to show a cost savings in the construction and operation of the facilities it operates in
comparison to public facilities. If the DOC controls both public and private facilities, there would
result a conflict of interest and therefore inadequate privatization attempts. The CPC believes that
its commissioners are “very dedicated to the privatization effort in State Government. Without a
strong dedication to privatization, it will be just a matter of time before the facilities, which are
currently privatized, will become state operated facilities.” In response to the claim that the State
of Florida is the only state to operate two independent agencies, the CPC believes “it makes better
sense to be proud of the fact that the Florida Legislature set the privatization process up correctly in
Florida than to follow a less successful experiences in other states.”’

The Florida Police Benevolent Association, Inc. (FBA) supports the abolishment of the CPC.** The
FBA's rationale is based on the following areas: cost, oversight, and ethics. The FBA claims that
three OPPAGA studies indicated gross overpayment by the CPC to the private prison industry. In
addition, the FBA claims that there is a lack of oversight by the CPC in regards to the private
prisons under its control. Lastly, the FBA points outs the “number of serious ethical problems” the
CPC has experienced, one problem involving a consultant who had worked with the CPC*® and one
problem involving the Executive Director of the CPC.*°

The Office of the Inspector General’s Investigations Section is responsible for conducting internal
investigations of agency employees regarding alleged violations of policies, procedures, rules or
laws. Complaints may originate from the Office of Chief Inspector General, Comptroller's "Get Lean"
Hotline, Agency employees, facilities and/or health care practitioners, or the general public.** The
Office of the Chief Inspector General released an executive summary on September 8, 2000,
regarding allegations brought against the CPC by the Florida Police Benevolent Association (FBA),
Inc. The FBA alleged that the Executive Director of the CPC had violated the provisions of Ch. 957,
F.S., by accepting an honorarium from a private firm who bid on CPC facilities. These charges
were found to be unsubstantiated. It was also alleged by the FBA that the executive director had
violated the provision of s. 112.3149(6), F.S., for he had failed to report the receipt of the
honorarium related expenses in the proper time period. The office of investigations found these
charges substantiated. The FBA further alleged that a former employer of the CPC had violated the
provisions of Ch. 957, F.S., by accepting employment within two years with a private corrections
firm that currently operated two CPC facilities. The office of investigations found these charges

38Correctional Privatization Facility, Bill Analysisfor SB 832, received by facsimile transmission from Executive Director, C. Mark
Hodges, on March 8, 2001.

%1d.a 5.

38 Florida Police Benevolent Association, Inc., report received by hand delivery on March 8, 2001, from Ken Kopczynski, Legislative
Assistant for the FBA.

39The Florida Commission on Ethics released a press rel ease dated October 26, 1999, discussing afinal action taken in its public
session meeting on October 21, 1999. It was recommended that Dr. Charles Thomas, a professor of criminology at the University of
Florida, be fined $20,000 in civil penalties due to contractual relationshipsthat Dr. Thomas had with four companies related to the
private correctionsindustry. Dr. Thomas was working for the CPC as an evaluator of the correctionsindustry, and wasconducting
research through the University of Floridato complete such evaluation. The Florida Commission on Ethics found that the contractual
relationships Dr. Thomas had with particular companies related to the corrections industry conflicted with his duty to objectively
evaluate the correctionsindustry. Asaresult, Dr. Thomas was fined $20,000, which isthe largest finein the Ethic’s Commission 25-
year history. www.ethics.state.fl.us/199.44.49.11/1099press.html

“0 Anarticlein the July 19, 2000, Tallahassee Democrat discussed charges brought against the Executive Director of the CPC. The
article stated that the Florida Police Benevolent Association (FBA), a union representing state corrections officers, filed an ethics
complaint against C. Mark Hodges, Executive Director of the CPC, for operating a consulting business out of his state office. The
FBA charged that Mr. Hodges violated Floridalaw by “using his state position to get prison privatization contracts worth more than
$90,000 with governments in Alachua County and Y oungstown, Ohio.” The FBA additionally charged that Mr. Hodges had not filled
out the required paperwork disclosing his extra sources of income. The charges were characterized by the attorney for Mr. Hodges as
“part of the union’s ‘transparent’ attempt to discredit the commission.” The charges were claimed to be “minor little violations” and
the gapsin thefinancial disclosure forms were due to inexperience on the part of Mr. Hodges.

“http:/www3.myfl orida.com/myflorida/heal thfamily/l earn/bureaus/inspectorgeneral /text/investigations
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substantiated. The investigation further found that the procurement and travel practices of the CPC
did not ensure proper accountability. In addition, the CPC did not have dedicated legal support, a
necessary inclusion when executing contracts with private entities.*”

VI. AMENDMENTS OR COMMITTEE SUBSTITUTE CHANGES:

N/A

VIl. SIGNATURES:

COMMITTEE ON STATE ADMINISTRATION:
Prepared by: Staff Director:

Lauren Cyran J. Marleen Ahearn, Ph.D., J.D.

42 Executive Office of the Governor, Office of the Chief Inspector General, Office of Investigations, September 8, 2000, Case number:
200004030001. Received from the Florida Benevolent Association, Inc.



