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MANDATE SUMMARY

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

X
Charter County

Consolidated Local

Program/

Office(s) Impacted:
City and county administrative offices

Requirement:
X
Mandatory
X
Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New

Eliminates Existing

PURPOSE/MECHANICS

SB 200 amends KRS 91A.040 to change audit requirements for city audits. It allows cities to publish a legal advertisement announcing the audit and its findings. It further permits cities to publish components of the audit on the Internet. It allows the audit report to be inspected by the public during normal business hours.

SB 200 amends KRS 424.130 to permit counties other than those containing a city of the first class or a consolidated local government to publish delinquent taxes on the Internet, in lieu of newspaper publication. It amends KRS 424.220 to allow cities, counties, and special districts to publish financial statements on the Internet. It amends KRS 424.330 to permit sheriffs and cities to publish lists of uncollectible delinquent taxes on the Internet.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of SB 200 on local government could result in a significant savings. The bill provides an alternative to publishing city and county audits and notices of delinquent taxes. Cost savings would be experienced by those cities and counties which chose to make available the lengthier documents by Internet rather than by advertisement in the local newspaper of general circulation. 

A fiscal analysis completed by the Auditor of Public Accounts in conjunction with the Kentucky League of Cities and the Kentucky Judge Executive Association projects that if 50% of the cities use the alternative publication method, they would save $203,700 annually. Further, their study projects that if 40% of counties use the alternative audit and delinquent tax provisions in SB 200, they would experience a net savings of $517,350 annually (see attached "Bill Analysis by the Auditor of Public Accounts in conjunction with the Kentucky League of Cities and the Kentucky Judge Executive Association--2/14/05," for additional details).

If the government unit chooses not to publish audit reports, it must publish legal display advertisements of not less than eight column inches saying that the audit report and financial statement are available for review at the business office of the city or county and can be accessed on an identified Internet website. Free copies of the audit report and financial statement are required to be available, but this should not be a new expense as they are currently made available without cost. 

Concerning publication of uncollectible delinquent taxes, cities do not publish a separate list of uncollectible delinquent taxes, according to the League of Cities, but rather they rely on the county list which includes city delinquent taxes. Therefore, any savings in using the alternative method would accrue to counties. 

Counties may continue to publish the list of delinquent taxes for three successive weeks as currently is required. However, SB 200 allows local governments to publish the full list of delinquent taxes for one week, and in weeks two and/or three publish a legal display of not less than eight column inches stating that the uncollectible delinquent taxes list is available during regular business hours at the city or county business address and on an identified Internet website.

The relationship between savings associated with publishing costs alone may not tell the full story. The reason for printing the list three times is to reach taxpayers who did not see the list the first or second time and/or motivate the taxpayer to pay their delinquent taxes because of multiple public exposure. Therefore, by not publishing the list a second or a third time there could be some loss of revenues that would have been collected under the current method.

SB 200 also amends KRS 91A.040 to more accurately reflect existing audit report and financial statement requirements of GASB 34 (Governmental Accounting Standards Board). The amended language is simply conforming with required audit practices, and therefore would not have a fiscal impact.

DATA SOURCE(S)
LRC staff; Auditor of Public Accounts;

The Kentucky Magistrates Association; Kentucky League of Cities; Kentucky Judge Executive Association. 
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Bill Analysis by the Auditor of Public Accounts in conjunction with the Kentucky League of Cities and the Kentucky Judge Executive Association--2/14/05
Changes publication law in the following manner:

Cities: Publication of Audits:     allows cities to continue publication as they have always 

done, or alternatively publish a display ad, minimum 8 column inches, referring to website publication location. The audit &





financial statement are also available at the business office of

the city. A copy must be provided free upon request.

Counties: Publication of Audits:    allows counties to continue publication as they have

always done, or alternatively publish a display ad, minimum 8 column inches, referring to website publication location. Counties have 4 audits each year. The audit & financial statements are also available at the business office of the county. A copy must be provided free upon request.


    Publication of Delinquent Taxes: allows counties to publish delinquent taxes as 

they have always done, or alternatively allows them to publish the full list once or twice, followed by publication of a display ad of not less than 8 column inches referring to website where full list is available. The delinquent tax roster is also available at the business office of the county.

Cities’ cost of audits: The average publication cost of a sample of cities of the second and third class is $2,100.00. There are 32 cities in this group. Total cost: $67,200. There are 226 cities of the 4th and 5th class. Assuming an average publication cost of 75% of the larger cities, audit publication costs the smaller cities $355,950 annually. Total audit publication costs for cities, excluding Louisville Metro, are $423,150.00. Cost savings will be offset by costs for publication of the display ad, plus costs incurred for website publication, if any. The average cost per column inch, excluding the three most expensive and the three least expensive publications is $7.63.  A minimum 8 column inch display ad will cost $61.04. Assuming 50% of the cities use the alternative publication, savings of $211,575 will be offset by increased costs of $7,874.16 for display ads, for a net savings to cities of $203,700 annually. Cost savings will likely grow over time as additional cities use the alternative publication option. 

Counties’ costs: Based on a review of filings with the Governor’s Office for Local Development, counties, excluding Jefferson and Fayette spend an average of $2.8 million per year on legal advertising. The County Treasurer’s office spends an average of $2,313.49; the Sheriff spends an average of $10,560.47, while the Fiscal Court spends an additional $9,900.00 per year. This office estimates that 80% of the sheriff’s expenses are for publication of its audits and delinquent tax rosters; 80% of the Treasurer’s expenses are audit related; and 50% of the Fiscal Courts expenses are audit related. The average county, using these assumptions, spends $15,250 for publication of the documents affected by SB 200, or cumulatively approximately $1,830,000 per year. Assuming that 40% of the counties use the new publication option, reductions of  $732,000 will be offset by $14,650 in display ad costs, plus continued publication costs for delinquent taxes of approximately $200,000, for a net savings to counties of approximately $517,350 per year.

Combined savings for cites and counties are estimated at $721,050 per year.
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