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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2011 REGULAR SESSION
	


MEASURE

	(x ) 2011 BR No.
	 0303
	
	( x)
	House
	Bill No.
	198GA


	( ) Resolution No.
	
	
	( ) Amendment No.
	


	SUBJECT/TITLE
	AN ACT relating to postsecondary educational institution capital projects.



	SPONSOR
	Representative Damron


NOTE SUMMARY

	Fiscal Analysis:
	
	
	Impact
	
	
	No Impact
	X
	Indeterminable Impact

	Level(s) of Impact:
	
	
	State
	
	
	Local
	
	Federal


	Budget Unit(s) Impact
	Various


	Fund(s) Impact:
	
	X
	General
	
	
	Road
	
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY

_______________________________________________________________________________

	Fiscal Estimates
	
	2010-2011
	2011-2012
	Future Annual

Rate of Change

	Revenues          Increase
                             (Decrease)


	
	
	
	

	Expenditures     Increase 
                              (Decrease)

  
	
	
	Indeterminable
	Indeterminable

	Net Effect      Positive
                         (Negative)


	
	
	(Indeterminable)
	(Indeterminable)


______________________________________________________________________________

MEASURE'S PURPOSE: This measure removes the requirement that university capital projects, which are funded from certain sources, be specifically approved by the General Assembly. The measure also alters the state's debt capacity calculation to exclude debt service requirements and revenues related to capital projects for a public postsecondary institution that are funded with Agency Bonds. It would permit an eligible public postsecondary education institution to issue bonds for capital projects without authorization by the General Assembly. It allows eligible public postsecondary institutions to proceed with capital projects funded from agency cash or restricted funds, agency bonds, federal funds, or private funds without specific approval from the General Assembly.
PROVISION/MECHANICS:  Section 1 amends KRS 164.550 to clarify definitions related to the measure. 
Section 2 creates a new section of KRS Chapter 164A stating that capital projects managed and owned by a postsecondary institution as defined in KRS 164.550 may be authorized without being specifically listed in any branch budget bill, budget memorandum, or biennial budget report if the following conditions are met:

· 100% of the cost is funded by the institution from agency cash or restricted funds, agency bonds, federal funds, or private funds;
· Amounts specifically appropriated by the General Assembly for another purpose are not reallotted or reallocated to the project;

· Dedication of funds to the project shall not jeopardize existing programs or shall not require the use of any current general fund revenues specifically dedicated to an existing program or another purpose;
· The governing board of the institution shall adopt a debt policy, which shall be submitted to the Capital Projects and Bond Oversight Committee.
Section 2 also requires that any projects authorized under this section shall be reported to the Capital Projects and Bond Oversight Committee as required by KRS 45.810.

Section 3 creates a new section of KRS Chapter 164A to require that agency bonds issued by a public postsecondary education institution for capital projects shall not be included in calculations to determine Kentucky's debt ratios, and that such debt shall not be considered a debt or moral obligation of the state.

Section 4 amends KRS 45.750 to add references to information technology systems and adds a definition for "public postsecondary educational institution." Section 5 amends KRS 45.760 to add references to information technology systems and to conform to changes made in Sections 1 through 3 of this measure. Section 6 amends KRS 45.763 to conform. Section 7 amends KRS 45.810 to conform. Section 8 amends KRS 164A.585 to conform. Section 9 amends KRS 164A.600 to conform. Section 10 amends KRS 56.870 to conform. Section 11 amends KRS 7A.010 to conform.
FISCAL EXPLANATION:  The measure would change the way the Commonwealth calculates the debt capacity ratio by excluding debt issued by eligible institutions to support  Agency Bond capital projects. The fiscal impact is indeterminable because there is no way to anticipate with any degree of certainty how the three rating agencies would view the proposed change. There is a potential impact on the cost of borrowing to the Commonwealth, depending upon the view taken by the rating agencies. A number of states do exclude Agency Bond debt issued by public colleges and universities when calculating debt capacity ratios.

Changes to the process required to authorize projects funded with agency cash, restricted funds, federal funds or private funds would have no fiscal impact, because no state or agency debt would be incurred in those cases. The measure would limit the General Assembly's control over the allocation of these funds, ceding that authority to the governing boards of the institutions.
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