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In view of the current budget situation, it is imperative that cost cutting measures be implemented by all agencies to minimize or reduce costs for all service contracts. Prior to contract renewals, agencies shall review all non-professional and professional service requirements to identify areas where services can be performed more effectively, efficiently, or economically. 

At the time of contract renewal, agencies shall request a 5% reduction* in the contract cost with no reduction in services.  Alternatively, agencies may negotiate a lower rate with a reduction in services, if the needs of the Commonwealth continue to be met with lower service levels.  

*Factors to consider when requesting a reduction in cost: 

· Depending on the size of the contract, the agency may request more or less than 5% reductions

· Allow a vendor to provide documentation for a lower rate

· If a vendor will not reduce their rate or requests a price increase, consider market conditions, competition, and the number of vendors that bid the last time. These factors may impact whether you should rebid rather than extend a contract.

Other cost reduction measures that have been implemented successfully at some agencies include:

· Reduction in frequency of service scheduled (i.e. change from 5 times per week to 3 or less)

· Consolidation of services for buildings in close proximity (buildings do not have to be in same town, could be miles apart)

· For janitorial services, a reduction in floor care when possible (carpet cleaning, stripping, waxing, etc.)

· For janitorial services, include supplies in janitorial service contracts (trash can liners, paper products and dispensers, soap and dispensers, cleaning solutions, chemicals).  Agencies shall not furnish lotions, air fresheners, candles, or other non essential items.

· For janitorial services, utilizing inmate labor when practical and/or feasible.  For information, contact:

Sgt. LaVon Hill

  
Frankfort Career Dev. Center

                        
Governmental Services Program Coordinator

502 564-2120 ext. 257 

502 330-6856

LaVon.Hill@ky.gov
An example of the renewal letter sent by the Finance Office of Procurement Services to vendors requesting a reduction in cost is attached. 

Agencies will prepare a quarterly report for the cost savings achieved during each fiscal year for the contracts they issue.  The reporting format is attached. The report will be submitted on the 15th of the month following the end of a quarter to Rose.Caudle@ky.gov. 

Any questions regarding this process can be addressed to Rose.Caudle@ky.gov. 
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