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SUBJECT/TITLE
Sixth class city audit threshold

SPONSOR
Rep. Larry Belcher

MANDATE SUMMARY

Unit of Government:
X
City;

County;

Urban County Government

Program/

Office(s) Impacted:
 Sixth class cities

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 253 increases the financial limit for audits of sixth class cities from the current $25,000 to $75,000.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 253 is indeterminable.  KRS 91A.040 requires the Auditor of Public Accounts or a certified public accountant to audit sixth class cities after odd numbered fiscal years.  In the off years, sixth class cities can file financial statements.  Cities file the financial documents with the Department for Local Government.  The same statute allows sixth class cities with expenditures less than $25,000, and which have no long-term debt, to file financial statements in lieu of audits.  This bill would raise that threshold to $75,000.

According to DLG officials, this measure has the potential of affecting 116 sixth class cities with combined budgets totaling almost $3.2 million.  A total of 48, with combined budgets of $584,815, qualify under the $25,000 threshold.  Audits for sixth class-size cities can cost from $1,500 to $3,000-$4,000, according to the officials.  Thus, aggregate audit-year savings for the 68 additional cities that possibly would qualify under the $75,000 threshold could range from $102,000 on the low side to $272,000 on the high side.

On the other hand, DLG officials said they encounter most audit- or financial-related problems in the smaller cities where personnel may handle a number of different duties.  Audits are good mechanisms for pinpointing problems and assuring accountability of public funds, the officials said.  Audits also help identify common, recurring problems that DLG personnel can review in training sessions.
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