Local Mandate Fiscal Impact Estimate

Kentucky Legislative Research Commission
2013 Regular Session 
     
Part I:  Measure Information

	Bill Request #:
	144


	Bill #:
	HB 119 HCS 1


	Bill Subject/Title:
	AN ACT relating to public procurement


	Sponsor:
	Representative Jeffery Donohue


	Unit of Government:
	X
	City
	X
	County
	X
	Urban-County

	
	X
	Charter County
	X
	Consolidated Local
	X
	Unified Local Government


	Office(s) Impacted:
	Local government porcurement officers


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	X
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 119 HCS retains most of the original provisions of the bill.  The measure is entitled the “Kentucky Buy American Act” and it establishes a preference for local governments to use American made products, steel and iron in the construction or maintenance of a public building or public work.  Under the bill, local governments are required to use American made products, steel and iron in public construction unless the head of the governmental body in charge of the project issues a waiver.     

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
HB 119 HCS 1 changes when the head of a governmental body may issue a waiver from the requirement that iron, steel or manufactured goods used in a construction project must come from the United States.  Under the original provisions of the bill, a waiver could be issued when U.S. made goods would increase project costs by 25%.  HB 119 HCS 1 eliminates the 25% in favor of allowing a waiver when the iron, steel or manufactured goods to be used as the “primary component” in the performance of the contract would “unreasonably” increase contract costs.   

The fiscal impact of HB 119 HCS 1 on local governments is indeterminable.  The bill is expected to increase contracting costs in the short term.  It is unknown how much contract costs will increase.  It is also unknown whether the bill’s procurement requirements, in the long term, will create American or Kentucky manufacturing jobs.  Additional Kentucky manufacturing jobs would create tax revenue for local governments.  
HB 119 HCS 1 is expected to increase contracting costs because it requires the identification of the country of origin for any iron, steel or manufactured goods used in a project.  Currently, projects are bid based on the cost of the iron, steel, manufactured goods and labor involved.  The bill’s American made requirement will, at a minimum, add the cost of identifying the country of origin for all iron, steel and manufactured goods used in a project.  The bill may also increase contract costs if American made goods are difficult to obtain or more expensive than foreign made goods.
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