98 BR 975/SB 252/HCS

March 25, 1998

Page 4

COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	1998 REGULAR SESSION
	1996-97 INTERIM


MEASURE

	(X) 98 BR No.
	975
	
	(X)
	Senate
	Bill No.
	252/HCS


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	AN ACT relating to government contracts.


	SPONSOR
	


NOTE SUMMARY

	Fiscal Analysis:
	        X       Impact
	               No Impact
	   X   Indeterminable Impact

	Level(s) of Impact:
	       X           State
	                       Local
	               Federal


	Budget Unit(s) Impact
	Legislative Research Commission


	Fund(s) Impact:
	        X      General
	                Road
	               Federal

	
	                     Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

_____________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	$69,200
	$66,190
	

	Net Effect
	
	$69,200
	$66,190
	


_____________________________________________________________________________

MEASURE'S PURPOSE:  98 BR 975/SB 252/HCS amends various sections of KRS 45A as follows:  

Section 1 amends KRS 45A.030 to make  technical changes; 
Section 2 amends KRS 45A.690 to change the name of the Personal Service Contract Review Subcommittee to the Government Contract Review Committee; allows the committee to determine the term "Emergency Condition" as used in the definition of the term "Governmental Emergency"; defines the term "Memorandum of Agreement" as used in KRS 45A.690 to mean memorandum of agreement (MOA), memorandum of understanding, program administration contract, interlocal agreement, privatization contract, or similar device relating to services between a state agency and any other governmental body that involves an exchange of resources or responsibilities to carry out a governmental function; includes in the definition of Memorandum of Agreement, (1) agreements by regional cooperative organizations formed by local boards of education or other public educational institutions for the purpose of providing professional educational services to the participating organizations, and (2) agreements with Kentucky Distinguished Educators pursuant to KRS 158.782; specifies the exemptions to the term to include: 1.  Agreements with the Transportation Cabinet for road and road-related projects, 2. Agreements with the Auditor for auditing services, 3.  Agreements between agencies as required by federal or state law, 4.  Agreements between universities and employers of students under the KHEAA work study program, 5.  Agreements involving child support collections and enforcement,  6.  Agreements with public utilities and transit authorities, and providers of direct Medicaid health care to individuals except HMO's, 7.  Nonfinancial agreements, 8.  Obligations or payment for reimbursement of the cost of corrective action made pursuant to the Petroleum Storage Tank Assurance Program, 9.  The exchange of confidential personal information between agencies, 10.  Agreements between state agencies and rural concentrated employment programs; and 11.  Any other MOA that the committee deems inappropriate for consideration; defines the term "Multicontract"; redefines the term "Personal Service Contract" (PSC) to require that the service provided involve some professional skill or judgment and includes price contracts for personal services in the definition; specifies the exemptions to the term PSC to include providers of direct Medicaid health care for individuals except for HMO's responsible for administration of any program or system of managed care, deletes from the exemption agreements between state agencies and universities, area development districts, community action agencies, and mental health/retardation boards, and specifies the exemptions to the term PSC to include any other contract the committee deems inappropriate for consideration; and makes technical changes. 

Section 3 amends KRS 45A.695 to require MOA's to be filed with the committee just PSC's; specifies the information to be submitted on the Proof of Necessity form; requires the committee to maintain records or have readily accessible records on contracts and agreements; exempts from public inspection those records as required by the Open Records Act; specifies that payments are not authorized for contracts and agreements disapproved by the committee and requires notice of this provision on each MOA and PSC; clarifies the subsection concerning governmental emergency; and make technical changes.  

Section 4 amends KRS 45A.700 to increase the aggregate amount over which the committee is obligated to review a PSC from $1,000 to $10,000; establishes the aggregate amount over which the committee is obligated to review a MOA and price contract at $50,000; allows up to 30 days after the effective date to file a MOA, if under $50,000 or a PSC, if under $10,000 and exempts them from routine review, but requires filing for informational purposes only; and makes technical changes.  

Section 5 amends KRS 45A.705 to change the name of the subcommittee; specifies a quorum to be four members and the vote to be by majority; allows the committee to examine the amount of any PSC or MOA and the appropriateness of any exchange of resources or responsibilities; allows the secretary of the Finance and Administration Cabinet to cancel a PSC or MOA and pay for services rendered; requires the secretary to act upon disapproval or objection to a PSC or MOA within 10 days; deletes monthly reporting requirements to LRC by the committee; requires contracting bodies to make annual reports to the committee not later than December 1 of each year; and makes technical changes.  

Section 6 amends KRS 45A.725 to allow the committee to establish certain policies and procedures without approval of LRC; allows electronic filing of all contracts and agreements; and makes technical changes.  

Section 7 amends KRS 45A.830 to delete the requirement for filing certain transportation records with the subcommittee, but requires Transportation Cabinet maintenance of those records; and makes technical changes.

Section 8 amends KRS 198A.040 to make technical change.  

Section 9 is a noncodified section relating to use of the term Cabinet for Human Resources, if the reorganization bill passes.

PROVISION/MECHANICS:  98 BR 975/SB 252/HCS amends various sections of KRS 45A as follows:  

Section 1 amends KRS 45A.030 to make  technical changes; 

Section 2 amends KRS 45A.690 to change the name of the Personal Service Contract Review Subcommittee to the Government Contract Review Committee; allows the committee to determine the term "Emergency Condition" as used in the definition of the term "Governmental Emergency"; defines the term "Memorandum of Agreement" as used in KRS 45A.690 to mean memorandum of agreement (MOA), memorandum of understanding, program administration contract, interlocal agreement, privatization contract, or similar device relating to services between a state agency and any other governmental body that involves an exchange of resources or responsibilities to carry out a governmental function; includes in the definition of Memorandum of Agreement, (1) agreements by regional cooperative organizations formed by local boards of education or other public educational institutions for the purpose of providing professional educational services to the participating organizations, and (2) agreements with Kentucky Distinguished Educators pursuant to KRS 158.782; specifies the exemptions to the term to include: 1.  Agreements with the Transportation Cabinet for road and road-related projects, 2. Agreements with the Auditor for auditing services, 3.  Agreements between agencies as required by federal or state law, 4.  Agreements between universities and employers of students under the KHEAA work study program, 5.  Agreements involving child support collections and enforcement,  6.  Agreements with public utilities and transit authorities, and providers of direct Medicaid health care to individuals except HMO's, 7.  Nonfinancial agreements, 8.  Obligations or payment for reimbursement of the cost of corrective action made pursuant to the Petroleum Storage Tank Assurance Program, 9.  The exchange of confidential personal information between agencies, 10.  Agreements between state agencies and rural concentrated employment programs; and 11.  Any other MOA that the committee deems inappropriate for consideration; defines the term "Multicontract"; redefines the term "Personal Service Contract" (PSC) to require that the service provided involve some professional skill or judgment and includes price contracts for personal services in the definition; specifies the exemptions to the term PSC to include providers of direct Medicaid health care for individuals except for HMO's responsible for administration of any program or system of managed care, deletes from the exemption agreements between state agencies and universities, area development districts, community action agencies, and mental health/retardation boards, and specifies the exemptions to the term PSC to include any other contract the committee deems inappropriate for consideration; and makes technical changes.
Section 3 amends KRS 45A.695 to require MOA's to be filed with the committee just PSC's; specifies the information to be submitted on the Proof of Necessity form; requires the committee to maintain records or have readily accessible records on contracts and agreements; exempts from public inspection those records as required by the Open Records Act; specifies that payments are not authorized for contracts and agreements disapproved by the committee and requires notice of this provision on each MOA and PSC; clarifies the subsection concerning governmental emergency; and make technical changes.

Section 4 amends KRS 45A.700 to increase the aggregate amount over which the committee is obligated to review a PSC from $1,000 to $10,000; establishes the aggregate amount over which the committee is obligated to review a MOA and price contract at $50,000; allows up to 30 days after the effective date to file a MOA, if under $50,000 or a PSC, if under $10,000 and exempts them from routine review, but requires filing for informational purposes only; and makes technical changes.

Section 5 amends KRS 45A.705 to change the name of the subcommittee; specifies a quorum to be four members and the vote to be by majority; allows the committee to examine the amount of any PSC or MOA and the appropriateness of any exchange of resources or responsibilities; allows the secretary of the Finance and Administration Cabinet to cancel a PSC or MOA and pay for services rendered; requires the secretary to act upon disapproval or objection to a PSC or MOA within 10 days; deletes monthly reporting requirements to LRC by the committee; requires contracting bodies to make annual reports to the committee not later than December 1 of each year; and makes technical changes.

Section 6 amends KRS 45A.725 to allow the committee to establish certain policies and procedures without approval of LRC; allows electronic filing of all contracts and agreements; and makes technical changes.

Section 7 amends KRS 45A.830 to delete the requirement for filing certain transportation records with the subcommittee, but requires Transportation Cabinet maintenance of those records; and makes technical changes.

Section 8 amends KRS 198A.040 to make technical change.

Section 9 is a noncodified section relating to use of the term Cabinet for Human Resources, if the reorganization bill passes.

FISCAL EXPLANATION:  

The current Personal Service Contract Review Subcommittee reviewed approximately 700 personal service contracts during the 1997 Interim.  It is indeterminable how many additional contracts and agreements will be reviewed by the Committee as a result of this legislation.  However, considering the expanded definition of "memorandum of agreement", the amended definition of personal service contract, and considering the  increase in the personal service contract threshold, it is estimated that an additional 7,000 to 10,000 contracts and amendments may be reviewed by the committee each year as a result of this legislation.  To accommodate the increased review workload, it is estimated that the committee will need 1 additional staff person and 1 additional secretary.  The additional cost estimate is as follows:

	
	FY 1998-99
	FY 1999-2000

	Annual Salary for 1 Staff Person

Annual Salary for 1 Secretary

Cost of Benefits

	$32,500

$18,000

$10,600
	$34,125

$18,900

$11,665

	Subtotal Salary/Fringe
	$61,100
	$64,690

	
	
	

	Operating Expense

(Year 1 includes $6,600, one-time start-up cost of 2 PCs and FF&E.  Estimated Annual Operating Expense = $1,500)
	$  8,100


	$  1,500

	Total Estimated Additional Cost
	$69,200
	$66,190


Above estimate assumes 5% annual increment.

Note:  It is estimated that within 3 years the committee will need an addition storage system and space for filing and storage to accommodate the increased workload.  It is not anticipated this will result in additional costs this Biennium.
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