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0152

(X)
House
Bill No.
HB 64
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( ) Amendment No.


SUBJECT/TITLE
AN ACT relating to the construction of education buildings and related facilities.

SPONSOR
Representative DeCesare

NOTE SUMMARY

Fiscal Analysis:


Impact


No Impact
X
Indeterminable Impact

Level(s) of Impact:

X
State

X
Local
X
Federal

Budget Unit(s) Impact
Kentucky Department of Education and public colleges and universities

Fund(s) Impact:

X
General


Road
X
Federal


X (colleges and universities)
Restricted Agency (Type)

(Other)

FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2005-2006
2006-2007
2007-2008
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)





Net Effect

Indeterminable
Indeterminable


______________________________________________________________________________

MEASURE'S PURPOSE:  

Requires that any elementary, secondary, and postsecondary education construction projects be exempt from paying prevailing wage rates.

PROVISION/MECHANICS:  

Creates a new section of KRS Chapter 337 

Affects any institution defined in KRS 160.700 (2) and KRS 164.001(11).

FISCAL EXPLANATION:

In accordance with a memorandum from the Chief Economists, an estimate of the effect of HB 64 on elementary and secondary construction projects is an approximate reduction of 4.5% to 7%.  The actual reduction may be different from thoese estimates. The estmates were based on findings from an LRC study of sample construction projects.  As a result, a margin of error is associated with the estimates.  The estimates are based on recent elementary and secondary construction projects.  As these projects may differ from future projects, the cost information and, therefore, savings may also differ.

LRC Research Report No. 304, found that prevailing wage determinations are not designed in a manner to yield prevailing wages that are representative of local wages. While it appears that prevailing wage laws do increase the costs of construction, the impact of repealing prevailing wage laws is indeterminable due to the following:

1.
Without prevailing wage restrictions the wage components of construction projects would be market driven within the construction industry segments and based on wages in the local market area that are determined by the market rather than law.

2.
To the extent that bids for construction were perceived to be reduced, there could be an increase in the scope of projects requested to be authorized.

3.
Any savings realized would be difficult to document.
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