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Mike HARMON
AUDITOR OF PuBLIC ACCOUNTS

Independent Auditor’s Report

To the People of Kentucky
The Honorable Andy Beshear, Governor
Holly M. Johnson, Secretary
Finance and Administration Cabinet
The Honorable Jeff Noble, Breathitt County Judge/Executive
Members of the Breathitt County Fiscal Court

Report on the Audit of the Financial Statement
Disclaimer of Opinion

We were engaged to audit the financial activity contained in the fourth quarter financial statement, which
comprises the financial statement of the Breathitt County Fiscal Court, for the year ended June 30, 2022.

We do not express an opinion on the accompanying financial activity of the Breathitt County Fiscal Court.
Because of the significance of the matters described in the Basis for Disclaimer of Opinion section of our report,
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on
the financial activity.

Basis for Disclaimer of Opinion

During the audit, significant risks were identified, including failure to maintain sufficient supporting
documentation and accounting records, not having segregation of duties, and management override of controls.
Due to the county’s failure to maintain adequate accounting records, and other failures noted, we were unable to
perform sufficient audit procedures to overcome the significant risks. Therefore, we cannot issue an opinion on
the Breathitt County Fiscal Court’s financial statement or give reasonable assurance the financial statement is
free from material error or fraud.

Responsibilities of Management for the Financial Statement

Breathitt County Fiscal Court’s management is responsible for the preparation and fair presentation of the
financial statement in accordance with accounting practices prescribed or permitted by the Department for Local
Government to demonstrate compliance with the Commonwealth of Kentucky’s regulatory basis of accounting
and budget laws. This includes determining that the regulatory basis of accounting is an acceptable basis for the
preparation of the financial statement in the circumstances. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of a
financial statement that is free from material misstatement, whether due to fraud or error.

209 ST. CLAIR STREET TerLerHoOoNnE 502.564.5841
FrRankFoOrRT, KY 40601-1817 FacsimiLe 502.564.2912
. AUDITOR.KY.GOV
AN EuaL OpPPORTUNITY EmMmPLoYyeErR M/F/D
RO
o
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To the People of Kentucky
The Honorable Andy Beshear, Governor
Holly M. Johnson, Secretary
Finance and Administration Cabinet
The Honorable Jeff Noble, Breathitt County Judge/Executive
Members of the Breathitt County Fiscal Court

Auditor’s Responsibilities for the Audit of the Financial Statement

Our responsibility is to conduct an audit of Breathitt County Fiscal Court’s financial statement in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States and to issue an auditor’s report. However, because of the matter described in the Basis for Disclaimer of
Opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion on the financial statement.

We are required to be independent of the Breathitt County Fiscal Court and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit.

Other Matter

We were engaged for the purpose of forming an opinion on the financial activity contained in the Fourth Quarter
Financial Report, which comprises the financial statement of the Breathitt County Fiscal Court. The Schedule
of Expenditures of Federal Awards, as required by the audit requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
Jfor Federal Awards (Uniform Guidance), is presented for the purpose of additional analysis and is not a required
part of the financial statement. Because of the significance of matters described in the Basis for Disclaimer of
Opinion paragraph and our inability to rely on underlying financial records, it is inappropriate to and we do not
express an opinion on the supplementary information referred to above.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 26, 2023,
on our consideration of the Breathitt County Fiscal Court’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of
internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Breathitt County Fiscal Court’s internal
control over financial reporting and compliance.



Page 3
To the People of Kentucky
The Honorable Andy Beshear, Governor
Holly M. Johnson, Secretary
Finance and Administration Cabinet
The Honorable Jeff Noble, Breathitt County Judge/Executive
Members of the Breathitt County Fiscal Court

Other Reporting Required by Government Auditing Standards (Continued)

Based on the results of our audit, we present the accompanying Schedule of Findings and Questioned Costs
included herein, which discusses the following report findings:

2022-001  The Breathitt County Fiscal Court Failed To Implement And Maintain An Effective Internal
Control Environment

2022-002  The Breathitt County Fiscal Court Did Not Maintain Supporting Documentation In The Amount
Of $938,698 Of Occupational Tax Receipts

2022-003 The Breathitt County Fiscal Court Failed To Implement Proper Internal Controls Over
Disbursements

2022-004 The Breathitt County Fiscal Court Did Not Implement Internal Controls Over Payroll
Disbursements

2022-005  The Breathitt County Fiscal Court Did Not Establish And Maintain Effective Internal Controls Over
Compliance With FEMA Requirements

Respectfully submitted,

Mike Harmon
Auditor of Public Accounts
Frankfort, Ky

September 26, 2023
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BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022

FINANCIAL STATEMENT & RECONCILIATION

Breathitt County Fiscal Court
For the perind of: June 1, 2022 - June 30, 2013
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Financial Statement

Geneenl Rant sl LGEA Federal Granes Sofil Waste LGED ABC “Elleview Sav Elkvigw Ellview Tt
AML Caliection AML Master ARPA
e SITR204.84 43T 60 S66.22878  SMRIEM SSE26263  SITII0M §056700 54803668 SO0 50,00 SO0 000 4122705085 §2612.36142
Reeripts  SI00402.77 $20.88 369897 548,794,17 30400 $1.06 $0.00 S3,H05. 84 $0.00 S000 $0.00 $0.00 $52.11 S153,075.80
Dishwsemeats $220971 83 §118,593.36 $99,601.46 2394742 $000 5734199 S0 siton 5000 0,00 000 s0.00 000 S470,256.46
Adjuntmenss’ $0.00 30.00 50,00 $0.00 §0.00 5000 8000 $0.00 $0.00 $0.00 il S0.00
Cao Halance $57635.78 S318508.12 ($31.87371)  §5366438 $58262632  $19.79831 SHS6TM 84714252 $0.00 S6.00 $0.00 5000 $122711196  S2295180.76
Fucumbeances 004 000 0.00 0.00 500 000 900 0.00 0.00 040 000 0.00 am 0.00
Usemewmbered
O vee $57035.78 $318,508.12 (831.873.71) §53,664.36 $5K262632  S19,79831 SHSETH 847,142.52 50,00 $0.00 5000 S0.00  S12ZTATI96  §2,29518076
Reconciliation
Fond Geuernl Rowd it LGEA Federsl Grants Sl Waste LD ABC o e Pakvie ARFA Yol
Dank Balunee 19263536 3384664 42 51709777 $6103815 501,665 32 519,798 31 $21,127,34 $47,142 52 3000 F0.00 £0.00 00 5122711196 S2E6LIMIIE
i
b 5000 snon sn.i0 000 0.0 000 s0.00 $0.00 saon 00 000 000 50,00 5000
"'5:‘:“ $134,000,58 $66,156.30 $48,97( 44 §7.373.79 $9.039.00 S0.00 556024 50.00 $00.00 $0.00 $0.00 3000 000 $267,100.39
Miscellaneeus
oot £0.00 50,00 $0.00 $0.00 S04 $0.00 50.00 $0.00 $0.00 50,00 $0.00 SO0 S0.00
Cath Balanee  $57,635.78 331850812 ($31,R73.71) $53,664 16 B5E2,626 32 319,704 31 520,567 10 §47.182 52 H0.00 S0.00 £0.00 Wwor  £1227,110.96  §2295180.76

T e hest of my knowledge, the informanen comained heroin is seenrase and compiete.

v/ 02/07/)

fafhew
Breathirt County Treasurer




BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)

W22022

Appropriation
Account Number

01-5030-367
01-5040-102
01-5040-212
01-5040-445
01-5040-531

01-5045-106
01-5047-167
01-5047-445
01-5060-101

01-5065-152
01-5065-193
01-5065-199
M1-5065-737
01-5080-175
01-5080-411
01-3080-443
01-50R0-455
(h1-5080-569
M-5080-571

01-5080-573

Name of

Appropriation

Account

PVA Statutory Contribution
County Teasurcr Salary
County Treasurer Traiming
Benefit

County Treasurer Office
Supplics

Cownty 'I'casurer Surely Bond
County Finance Officer
Dceupationa Tax Administrator
Salary

Occupational Tax Collection
Fxpenses

County Law Library

Election Officers

Clection Commissioners
Clection Other Expenses
Voling Machine Main tenan oc

Mainlenance Wages
Courthouse Renewals -
Supplies

Courthouse Maintenance
Vehicle - Ropairs
Courthouse Petroleum -
Mehicles

Courthouse Registration &
Confercnces

Courthowse - Renewals &
Repairs

Courthouse Cell - Telephone

Breathitt County Fisca! Court

Financial Statement

For Fiscal Year to Date

T/1/2021 12:00:00 AM To 6/30/2022 12:00:00 AM

Original Budget
Appropriation
$25.000.00

25115000
$1,078.15
£5,000.00

$2.500 00
$21,250.00
$0.00
$1,50000
$600.00
$20.000.00
$4,600.00
$20,000.00
$5,000.00
$33.000.00
$11,500.00
$1,500.00
$500.00
$12,500.00
$20.000.00

$6,000.00

Transfers

Amecndments +-
$0.00 ($4.750.00)
$0.00 5$14,500.00
$0.06 5235463
$0.00 $0.00
$0.00 ($48%.45)
£0.00 £0.00
$0.00 31464043
£0.00 $13,378.00
£0.00 £600.00
£0.00 ($4.975.00)
$0.00 ($2.100.00)
50.00 £19.84
$0.00 ($5,000.00)

* §0.00 $11.500.00
30.00 £2.24326
30.00 ($428.76)
$0.00 so00
$0.00 ($7,492.70)
" s0.00 $13.661.93
50,00 (84, 000:00)

Total Available
$20,250.00

$65.650.00
$343278

$5,000.00

01055
$21,250.00
$14,64043
S14,878.00

$1.200.00
£15,02500
2,500.00
52001984
50.00
$44,50000
$13,743.26

$1.07124
$500.00
$4,607.30
$31.661.93

£2,000.00

Claims Allowed
$20,090.50

$65,22428
$3.43278
$2, 82542
$2.01055
$20,127.20
$12.228.10
$14,878.00
$1.200.00
$15,025.00
$2.500.00
$20,019.84
£0.00
$43,62285
$13,527.26

$1.071.24
$424.68
$4.607.30
$33.66193

$1,410.00

Free Balance
5159.50

$425.72
$0.00

$2,174.18

£0.00
$522.80
$412.33

$0.00

$0.00
$0.00
$0.00
$0.00
$0.00
387715
$216.00
$0.00
$75.32
$0.00
$0.00

$590.00

Page 6

Page 2

% Exp
W21%

99.35%
100.00%

56.52%

100.00%
97.54%
97.18%

100.00%

[00.00%
[00.00%
100.00%
10004074

98.03%
98.43%

100, Mr%%

84.94%
T00.00%
100.00%

70.50%



BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022

(Continued)

22022

Apprapriation
Account Number

01-5080-578
01-5081-175
01-5081-411

01-5081-521
01-5081-571
01-3087-578
01-5083-571
01-50R5-578
01-5101-723
01-3110-455
01-3120-348
01-5135-107
01-5135-429
01-5135-443
01-3)35-543
01-5135-573
01-5135-723
01-5145-107
01.51d5.316
01-5145-429
01-5145-445

Name of
Appropriation
Account

Courtiiouse: Utilities
Judicial Center - Custodial
Wages

Judiciai Center - Custodial
Supnlics

Judicial Cenler - nsurance
Judicial Center - Repairs

Judicial Center - Lhtilities

Industrial Bidg - Homeplace -
ARM - Montessori

All Other Facilitics - Utilities.
USiDA Grant - Jailer's Vehiele
Constables - Gasoline/ Repairs

County Fire Dept - Program
Support

DES D¥irecor

1IES Director - Gasoline

DES Vehicle Repairs

1DES Office Expenscs

DS Telephone

USDA Grant - [3ES's Vehicle
E-211 Coordinalor Salany

Comiracts with Public Carricrs

E-911 Vehicle - Petroleum

E-91% Deparment - Oifice
Supplics -

Original Budget
Approprintion

300000
$59.500.00
9000 00

£26.550.06
$75.000.00
$80.600.00

§4.500.00

£0.00
50,00
$1,000.00
$65,000.06
$32.750.00
$2,500.00
51_500.00
$1.250.00
F360.00
Snno
$21,250.00
$30,025.00
533000
$500.00

Breathitt County Fiscal Court

Finapcial Statement

For Fiscai Year to Date
7172021 12:00:00 AM To 6/50/2022 12:00:00 AM

Amendments
$0.00

$0.00
$0.90

000
0.0
$0.00
¥ 50,00

0.0
£0.00
$0.00
$0.00

S0.6%
50.00
-$0.00
$0.00
s0.00
$0.00
$0.00
$0.00
50.00
$0.00

Transfers
i

$16,672.04
$4.00000
(54.i78.71)
(52.344.49)
$101 01708
(82,304,003
$54 392 6%
$16,150.5

2

-

=3

$0.00
$4.44067
£3,600.00
g
(£1.500.00)
($947 pay
($360.00)
$1,22094
0]
($5,207.55
08

$378.64

Total Available
$60 67244
$63.500.00

$4.821.29

$24.005.51
SIT6UT7 98
$77.500.00
$58.852.68
Si16.150.57
.00
$1,000.50
§69,553.67

§36,350.00
$2,500.00
30.00
$302.9%
3005
$1.22094
$21,250,00
$25,81745

HLUG

$878.64

Page 7

Puge 3
Claims Allowed Free Balanee 9 Eip
30287401 5699783 yope
$61,056.59 5244340 0p qam
$4.82129 000 |00.00%
§24.00551 $0.00 100,00
51 ‘.'9,1?4.34 (82.096.36) 101,769
§73.12407 - 3437501 g4 3sm
$SR80248 . S0.00 106.00%
$15,786.36 $36421 9774
$0.00 $0.00 =
$581.40 B41860 58 14%
$69.449.67 000 100.00%
$36,036.55 531345 99 1y
$2.202.83 529717 88.1%
$0.00 $0.00 -
$302.96 3000 100 puse
50.00 50.00 E:
$1.220.04 3000 J00.00%
$20.834.28 839572 98.1a%
32591745 $0.00 100009
§279.23 $70.77  20.78%
SB78.64 S0.00  Jo0.00%



BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)

22022

Appropriation
Account Number

01-3145-499
(1-5145-571
01-5145-573
01-5145-576
01-5145-599
01-5150-902
(B1-5175-903
01-5215-161
01-5305-348
01-5305-571

01-5305-578
01-5330-507
§1-7600-602
=-T700-602
01-T700-606
D1-9100-302
01-9100-307
01-9100-531
H-9100-551
01-9200-999

Name of

Appropriation

Account

E-311 Office - Other Supplics
& Materials

E-911 Vehicle - Repairs

E-911 Coordinator -
Cell'Telephone

C-911 Coordinator - Travel

E-91 1 Department
Miscellancous Expenses

Furest Fire Protection

Public Defender Fees ™
Solid Waste Laborer - Wages
Senior Citizens Program
Support

Senior Citizens Renewals -
Repairs

Senior Citizens - Utilitics
General Charity & Welfane

Other County Liabilitics -
Building Murchases

Waterlines Leasc - Breathitt # 9
- Principal

Waterlings Lease - Breathitl # 9
- Interest

Legal Advertising
Audits

County OlTicial Bonds
Memberships

Reserve for Transfer

Original Budget
Appropriation
$500.00
F1.000.00
$360.00

$250.00
$500.00

$4,500.00
$12,500.00
$8,500.00
$43,000.00

F10,000.00

$12,000.00
$15,000.00
$157,500.00

$50,000.00
318,580.00
$15,000.00
£50,000.00

$5.000.00

$15,000.00
$2010,382 36

Breathitt County Fiscal Court

Financial Statement

For Fiscal Year to Datc
7/1/2021 12:00:00 AM To 6/30/2022 12:00:00 AM

Amendments
$0.00
$0.00
$0.00

S0.00
$0.00

SO0
$0.00
$0.00
S0.00

§0.00

$0.00
S0.00
$0.00

$0.00

$0.00

$0.00
$0.00

50.00

$0.00
$325.499.41

Transfers
+i-

$274.50
($1,000,00)
£0.00

$0.00
$202.00
$0.00
5000
(58.15381)
$8,072.50

{$2,000.00)
$0.00
$671.72
$0.00
£5,000.00
$0.00
{85,000.00}
($5,000.00)
$407.26

(334755}
($534,881.77)

Total Available
£774.50

$0.00

$360.00
$250.00
£702.00

" $4,500.00
*$12 50000
$346.19
$53,072.50
$8.000.00
$12,000.00

$15,671.72
$157.500.00
£55,000.00
$14,580.00
$10,000.00
$45.000.00
$5.407.26
$14,65245
$0.00

Claims Allowed
3774.50

$0.00

21000

f0.00
$£702.00

§4.213.00
$12,175.00
$346.19
$47 88250

$6,526.91
$11,296.90
$15,671.72
$157,500.00
$55,000.00
§16,721.01
$9,399.25
543 44883
§5,407.26

513,736,592
30.00

Page 8

Page 4
Free Balance P Exp
$0.00 100,005
$0.00
FI5000  5833%
$250.00 0.0
£0.00 10000
F2R7.00 93.62%
$325.00  9740%
F0.00 10000
$5.190.00  90.22%
F1473.09  B1.59%
570300 94.14%
5000 100008
5000 100.00%
FO00  100.00%
S185800  B0.949%
$600.75  93.99%
S1E5117  96.55%
S0.000 100.00%
91553 03.75%
£0.00 -
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BREATHITT COUNTY

FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)
Breathitt County Fiscal Court
Financial Statement
9202022 For Fiscal Year (o Date page’
7/1/2021 12:00:00 AM To 6/30/2022 12:00:00 AM
Name of

Agppropriation Appropriation Original Budget Translers
Account Number  Account Appropriation Amcndments +- Towal Available Claims Allowed Free Balance % Exp
(1-9300-999 Transfers To/From Other Funds $0.00 50,00 $0.00 $0.00 50.00 $0.00 -
0]-9400-201 FICA Fringe $44.500.00 F0.00 $S.$JUU.UO $49.500.00 $49.002.08 49T 9RO
01-5400-202 Retirement Fringe $145,000,00 50.00 32108741 $166.087.41 16639643 ($309.02)  100.19%
1-9400-205 Employee Health Insurance £150,000.00 . $0.00 (524,107.34) $125,892.66 $125,892 66 $0.00 100.00%
01-9400-208 Uncmployment Insurance F13,000.00 5000 ($2,506,30) £10,093.70 %10,093.70 SO.00 100008
01-9400-209 Workers Compensation F26,000.00 $_0 00 52,044 64 $28,044.64 £28.044 64 K000 100.00%
a1 .9400.2]2 Teaining Fringe Benefits $19,500,00 $0.00 $0.00 1950000 S18,740.30 - $759.70  96.10%

Grand Total $2,258,335 51 532549941 $0.05 $2.583,834.97 $2.543,967.29 81086768 98.46%



BREATHITT COUNTY

FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022

(Continued)
912/3022
Name of
Appropriation Appropriation
Account Nember  Acgount
(12-0000-000 Interfund TransforsVoidod

Checks

(2-6005-535 Insurance Road Equipment

12-6005-586 Road Facilities - Buildmg
Repnirs

(12-6103-102 Road Supervisor - Salary

02-6103-448 OfMice Supplies

02-6105-143 Road Workers Salarics

02-6105-145 Bridge Foreman

02-6105-147 Mechanic

026105151001 Eq.'{:ipmcnl Operator - Heavy

02-6105-151-002 ::;]:-lipmcnl Operator - Heuavy

2-6T05-151-003

02-6105-153-001 Emlimmnl Operator - Light

02-6105-153-002  Equipment Operator - Light TP

0246105153003 E,qnifnmm {Ipesator = Light C5
02-6105-161-001 Gieneral Laborer - RC
(2-6105-161-002  General Labarer - RFC
2-6105-161-0403 Gengral Labarer - MS
(2-6105-163 Road Dept Seurelary
02-6105-311 Foad Maintenance Contracied
02-6105-312 Cottracs - Bridges
02-6105-366 Litler Abolement

Equipment Opesator - Heavy JH

Original Budget
Appropriation

$0.00

$55,000.00
$5,000.00
$32,000.00
£4,230.00
534000000

50.00
£0.00
30.00

30.00

$0.00
£0.00

50.00
$0.00
F0.00
$0.00
B0

F35.000.00
T 100,000 0
£10.000.00
$28,500.00

Breathitt County Fiseal Court

Financial Statement

Fuor Fiscal Year to Date

T/2021 12:00:00 AM To 6/30/2022 12:00:00 AM

‘Transfers

Amendmeats #/= Total Available
$0.00 S0.00 OO
30.00 30,00 £55.000.00
50,00 S0 $5,000.00
$0.00 (532,000,000 SO0
£0.00 2000 4 35000
£0.00 ($327.887.02) 1211298
F0.00 £1.51822 1,518
$0.00 $31.606.19 £33,696.10
Bron $37.513.65 $37.513.65
$0.00 $24.905.31 52990531
L ORGH $44.62237 £44 62237
$L.00 $30.155.68 39, 15568
$000 $39.85748 $39.857 48
5000 $25,284.52 $25,284.52
F0.00 $22,897 16 $22,897.26
$0.00 F22.897.26 F12.897.26
50,00 $27,703.14 $27,703.04
000 F12,500.00 $47, 500800
Bo61. 06822 36,3211 BT07 58033
S0.00 L0060 FH0H0O0
0.0 £2.655.74 FILIE5TH

Claims Allowed
$0.00
$52.086.25
§2,511.73

50,00

5201213
£12.112.9%
§1.51822
$33.240.73
53731699

$29,609.30

$44,193.00
5385002

£39,630.90
$24,954.45
$21,956.46
$22,103.25
$27,007.50
£46,99839
371641933
£1,573.00
$31,155.74

¥ree Balance
S0.00
$2,913.75
$2,488.27

SO0
§1.33787
S0.00
50,00
$455.06
$196.06

F296.01

542037
B265 66

$226.58
33007
4080
$704 0
$605.64
$501 .61
$81,170.00
£8,427.00
30,00

Page 10

Page &

%o EXp

94.70%
50.23%
68.52%
100.00%
100.00%
98 5%
99.48%

0%

99.04%
90.32%
99,43t
98.69%
95.89%
96.53%
9781%
98.94%
89.82%
1573%
100 0%
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BREATHITT COUNTY

FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)
Breathitt County Fiscal Court
Financial Statement
P 7
9122022 Cash Receipts Report ) e
Fund: Solid Waste
Account Code  Description Org Bdg Amendments Rec This Quarter Total Ree To  Under (Over) Percent Recvd
Estimate Date
13-4510-000  State CGirants £0.00 $0.00 0,00 $0.00 $.00 -
13-4602-000  Solid Wasic Fees $50,000.00 $0.00 $26.909.15 $26.900.15 $23,000.85 53.82%
13-4713-000  Reeyeling Receipts ' $12,000.00 0.00 £5.005 56 £5,025.56 $6,074.44 49.38%
13-4731-000  Miscelianeous $500.00 " E0.00 £0.00 $0.00 $500.00 © 0.00%
13-4801-000  Intcrest Earned $160.00 $0.00 §15.67 . $15.67 §144.33 9.19%
(13-4901-000  Prior Year Canryover ' $15,000.00 $0.00 $I1841024 $18.410.24 $(3.410.24) 122.73%
13-4909-000  Transfer Out ’ $0.00 $0.00 §0.00 ©S0.00 $.00
13-4910000  Transfer In $15,000.00 $0.00 $40,000.00 $40.000.00 $(25.000.00) 266.67%
Subtotal $92,660.00 $0.00 $91.260.62 $91.260.62 $1,399.38 98.45%

Total Recelpis $92,660.00 $0.00 $91.260.62 $91,260.62 $1,399.38 98.49%
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BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)
Breathitt County Fiscal Court

Financial Statement
9122022 . : -8

Cash Receipts Report Pree

Fund: LGED
Account Code  Description Org Bdg Amendments Rec This Quarter TotalRee To  Under (Over) Percent Reevd
Estimate . Date

31-4508.000  Coal Severance Projects $110.000,00 $0.00 $610.54 $610.54 $109,389.46 0.56%
314901000 Prior Year Carryover $20393.42 $0.00 $20,305.64 §20305.64 58778 99.57%
31-4909-000  Transfer Out $0.00 50.00 $0.00 $0.00 5.00 )
314910008 Transfer In ' $0.00 £0.00 £0.00 " 50,00 $.00

Suhtotal $130,303.42 $0.00 $20,516.18 $20.916.18 §109.477.24 16.04%

Total Reccipts $130,393.42 $0.00 $20,916.18 §20,916.18 $109,477.24 16.04%



BREATHITT COUNTY

FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022
(Continued)

9/2/2022

Fund: Alcohol Beverage Control

Aecount Code  Deseription

754402000  ABC Administrator
75-4801-000  Inlerest Eanned
75-4901-000  Prior Year Carryover
751009000 Transier Ouwt
75-4910-000  Transfer In

Sublotal -

Toal Receipts

Breathitt County Fiseal Court

Financial Statement

Cash Receipts Report

Org Bdg
Estimate
$15.000.00
50,00
S30.000.00
£0.00
£0.00

£435 05000

$43.050.00

Amendments Rec This Quarter

$0.00
$0.00
50,00
S0.00
S0.00
S0.00

S16,086.21
§18.63
$31,037.68
£0.00
S0.00
$47.142.52

$47,142.52

Total Ree Te
Date
F16,086.21
1863
$31.037.08
S0.00

FO.00
$47,142.52

§47.142,52

Under (Over)

$(1,086.21)
£31.37
$(1,037.68)
.00

$.00
$(2,092.52)

§(2,092.52)

Page 13
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Percent Recvd

107.24%
37.26%
103.46%

104 64%

104.64%
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BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)
Breathitt County Fiscal Court
Financial Statement
912/2022 Cash Receipts Report Page 10

Fund: Elkview AML

Account Code  Description Org Bdg Amendments Rec This Quarter Total Rec To Under (Over)  Percent Recvd
Estimute Date

6-4616-000  Elkvicw Water Projec $150.000.00 F0.00 S0L00 0,00 150,000,000 0.00%

76-4901-000  Prior Yeur Camryover $0.00 $0.00 $38,246.14 $IB2U614 S(38.246.14)

764909000 Transier Out $0.00 F0.00 £0.00 £0.00 $.00

649104000 Transfer In £0.00 §0.00 £0.00 $0.00 £.00 .

Subtotal $150,000.00 $0.04 $38,246.14 $38,246.14 §111,753.86 25.50%

'Tq(al Receipis $150,000.00 $0.00 £38.246.14 $38,246.14 S111,733.86 25.50%.



BREATHITT COUNTY

FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022
(Continued)

9272022

Fund: Selid Waste Collections
Account Code  Deseription
TT-4113-000 Solid Waste Fees

TE4900000  Prior Year Carryover
Subiolel

Total Receipts

Breathitt County Fiscal Court
Financial Statement

75409
315568
3909.77

Cash Receeipts Report
Org Bdg Amendments Rec This Quarter
Estimate
$5,000.00 $0.00
$0.00 £0.00
$5.000.00 0,00
$5.000.00 $50.00

$£909.77

Total Rec To
Date

$754.09
$155.68
5909.77

3909.77

Under (Over)
$4,245.91

$(155.68)
$4,090.23

409023

Page 15

Page 11

Percent Reevd
15.08%

18,2004

18.20%



BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022

(Continued)

22022

Account Cade

78-4616-000
78-4901-000
TR-4905-000
78-4910-000

Fund: Elkview AML 11

Deseription

Elkview Project Phase 2
Prior Year Camyover
Transfer Out’

Transfer In

Subtotal

Towal Receipts

Breathitt County Fiscal Court
Financial Statement

Cash Receipts Report

Org Bdp Amendments Rec This Quarter

.Eslimate
£1,200,000.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
50,00 £0.00 $0.00
£1.200,000.00 $0.00 . £0.00
$1.20000000 50.00. 5000

Total Rec To
Date
$0.00
$0.00
$0.00
£0.00
$0.00

$0.00

Under (Over)

$1.200.000.00
£.00
.00
00
$1,200,000.00

$1,200,000.00

Page 16
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Percent Recvd

0.00%

0.00% .

0.00%



Page 17
BREATHITT COUNTY
FOURTH QUARTER FINANCIAL STATEMENT
For The Year Ended June 30, 2022

(Continued)
Breathitt County Fiscal Court
Financial Statement
9/2/2022 Cash Receipts Report Page 13

Fund: Elkview Master Plan

Account Code  Description Org Bdg Amendments Rec This Quarter Tedal Ree To Under {Over) Percent Recvd
Estimate Date

79-4731-000  Elkview Master Plan © 3000 $0.00 $0.00 $0.00 $.00

FH-4901-000 I'rior Year Carryowver $0.00 $0.00 $0.00 $0.00 .00

76-4909-000  “Transfer Out 0.00 0.00 $0.00 $0.00 8.00

79-4910000  Tramsfer in $0.00 $0.00 $0.00 S0.00 §.00

Subtotal £0.00 £0.00 S0.00 £0.00 . .00

“Total Reeeipts $0.00 $0.00 $0.00 $0.00 " sao .



BREATHITT COUNTY

FOURTH QUARTER FINANCIAL STATEMENT

For The Year Ended June 30, 2022
(Continued)

Si2/2022

Fund: ARPA

Account Code  Dwescription

80-4%01-000 Interest Eamed

80-4501-000  Prior Year Carryover

80-4909-000 Transfer Out

80-4910-000  “TI'ransfer In

80-R099-000 American Rescue Plan Acl
Sublotal

Total Receipts

Breathitt County Fiscal Court

Financial Statement

Cash Receipts Report

Org Bdg
Estimate

$0.00
$0.00

Amendments Rec This Quarter

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

$0.00

$497.46
$0.00

$0.00

$0.00
§1.226,614.50

$1.227.111.96

$1,227,111.96

Total Rec To
Drate

$497.46
$0.00

$0.00

$0.00
$1.226,614.50
$1.227.111.96

$1.227,111.96

Page 18

Page 14

Under (Over) Percent Reevd

$(497.46) -
£.00
$.00 -
$.00 -

£(1.226,614.50)

$(1.227.111.96) ' -

$(1,227.111.96)
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BREATHITT COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended June 30, 2022

Page 21

SCHEDULE OF FEDERAL AWARDS & EXPENDITURES

BREATHITT COUNTY HSCAL COURT

FOR THE PERIOD OF: JULY 1, 2021 - JUNE 30, 2022

-NAME OF FEDERAL AGENCY _NAME OF STATE AGENCY| _CFDA# | MAME OFPROGRAM | NAME OF GRANT/ GRANT ID D _AMC
US Department of the Treasuery NA 21.027 |American Resuce Plan Act American Resuce Plan Act $1,226,614.50 $0.00
| |
Department of Milit ary Affairs Kentucky Emergency 97.042 EMA Emergency Management/DES $15,674.58 $15,674.58
Management |
US Department of Transportation FAA 20106 EAA Airport lmprovemgnl Program | $99,366.80 $09,366.80
EAA ) {AIPJ__PmJecL
US Department of Housing and|  Kent ucky Department of Local - . R - . .
- Utility Assist Projea | CDBG Utility Assist Pr: t A 50,000.00
Urban Development Government s fiity Assistance Proje :"_ sistance Projec $50,000.00 550
Kentucky E Public Assistance |
= . entucky Emergency ubli
A FEMA s L
Department of Military Affairs Management 97.036 LT $117,547.50 50,00
US Department of the Interior Energy anq Environmental | 15.252 Abandoned Mine Lands Abandoned Mine Lands 40,00 $38,246.14
Cabinet - AML Reclamat ion Program Reclamation Program
Col ity Devels t Blodk
US Department of Housing and | Kentucky Community Black 16.033 |Community Development e ey $169,310.00 $174,310.00
Grant - FAHE/Juniper Health
Urban Develop ment Grant Block Grant
- . Kentucky Emergency Public Assistance
57.036 FEMA
Department of Milkary Affakrs _ Management Emergency DR#AZ1T 44 904,22 $0.00
= . Kentucky Emergency Public Assistance
. FEMA
DepartmmtofMquLar\rAﬂaurs] Management 97.036 | Emergency DR#A42E £0.00 437136173
B B |
= Kent Ei Public Assistance
De partmeiit of Military Affairs mh:{k" " 97.086 FEMA e S _
anagemen bmergency $120,476.17 $112,334.98
) . TOTALS: $1,843,893.77 $Bll,294.23_
|
i ENTITY ELIGIBLE FOR SINGLE AUDIT?: YES

Nt JU
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Mike HARMON
AUDITOR OF PuBLIC ACCOUNTS

Report On Internal Control Over Financial Reporting And
On Compliance And Other Matters Based On An Audit Of The Financial
Statement Performed In Accordance With Government Auditing Standards

Independent Auditor’s Report

The Honorable Jeff Noble, Breathitt County Judge/Executive
Members of the Breathitt County Fiscal Court

We were engaged to audit, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, the financial activity in the Fourth Quarter Financial Report of the
Breathitt County Fiscal Court for the fiscal year ended June 30, 2022, and have issued our report thereon dated
September 26, 2023. Our report disclaims an opinion on the financial statement because the failure to maintain
sufficient supporting documentation and accounting records, failure to have segregation of duties, and
management override of controls, created an environment in which financial records were inaccurate and funds
could be misappropriated.

Report on Internal Control Over Financial Reporting

In connection with our engagement to audit the financial statement, we considered the Breathitt County Fiscal
Court’s internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial statement, but not
for the purpose of expressing an opinion on the effectiveness of the Breathitt County Fiscal Court’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Breathitt County Fiscal Court’s
internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting
that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described in the accompanying Schedule of
Findings and Questioned Costs, we identified certain deficiencies in internal control that we consider to be
material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statement will not be prevented or detected and corrected on a timely basis. We consider the deficiencies
described in the accompanying Schedule of Findings and Questioned Costs as items 2022-001, 2022-002,
2022-003, and 2022-004 to be material weaknesses.

209 ST. CLAIR STREET TererHONE 502.564.5841
FrRanNkKFORT, KY 40601-1817 ' FacsimiLE 502.564.2912
AUDITOR.KY.GOV
AN EcuaL OpPprPorTUNITY EMPLOYER MI/F/D
L
=
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Report On Internal Control Over Financial Reporting And

On Compliance And Other Matters Based On An Audit Of The Financial
Statement Performed In Accordance With Government Auditing Standards
(Continued)

Report on Compliance And Other Matters

In connection with our engagement to audit the financial activity of the Breathitt County Fiscal Court, we
performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the financial statement. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards and which are described in the
accompanying Schedule of Findings and Questioned Costs as items 2022-001, 2022-002, 2022-003, and 2022-
004.

Views of Responsible Official and Planned Corrective Action

Breathitt County’s views and planned corrective action for the findings identified in our audit are included in the
accompanying Schedule of Findings and Questioned Costs. The county’s responses were not subjected to the
auditing procedures applied in the audit of the financial statement, and accordingly, we express no opinion on
them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Respectfully submitted,

Mike Harmon
Auditor of Public Accounts
Frankfort, Ky

September 26, 2023
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Mike HARMON
AUDITOR OF PuBLIC ACCOUNTS

Report On Compliance For Each Major Federal Program
And Report On Internal Control Over Compliance
In Accordance With The Uniform Guidance

Independent Auditor’s Report

The Honorable Jeff Noble, Breathitt County Judge/Executive
Members of the Breathitt County Fiscal Court

Report on Compliance for Each Major Federal Program

Disclaimer of Opinion on ALN #97.036 Disaster Grants — Public Assistance (Presidentially Declared
Disasters)

We were engaged to audit the Breathitt County Fiscal Court’s compliance with the types of compliance
requirements identified as subject to audit in the Office of Management and Budget (OMB) Compliance
Supplement that could have a direct and material effect on the Breathitt County Fiscal Court’s major federal
programs for the year ended June 30, 2022. The Breathitt County Fiscal Court’s major federal program is
identified in the Summary of Auditor’s Results section of the accompanying Schedule of Findings and
Questioned Costs.

We do not express an opinion on the Breathitt County Fiscal Court’s compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct and
material effect on ALN #97.036 Disaster Grants — Public Assistance (Presidentially Declared Disasters).
Because of the significance of the matters described in the Basis for Disclaimer of Opinion paragraph, we have
not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion.

Basis for Disclaimer of Opinion on ALN #97.036 Disaster Grants — Public Assistance (Presidentially
Declared Disasters)

During the audit, significant risks were identified, including failure to maintain sufficient supporting
documentation and accounting records, lack of segregation of duties, and management override of controls. Due
to the county’s failure to maintain adequate accounting records, and other failures noted, we were unable to
perform sufficient audit procedures to overcome the significant risks. The significance of these matters, in the
aggregate, prevents us from placing reliance on the schedule of expenditures of federal awards and from
obtaining audit evidence supporting Breathitt County Fiscal Court’s compliance with (state compliance areas)
applicable to ALN #97.036 Disaster Grants — Public Assistance (Presidentially Declared Disasters) as described
in finding number 2022-005. As a result of these matters, we were unable to determine whether the Breathitt
County Fiscal Court complied with the requirements applicable to ALN #97.036 Disaster Grants — Public
Assistance (Presidentially Declared Disasters).

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Breathitt County Fiscal
Court’s federal programs.

209 ST. CLAIR STREET TeLerHOoONE 502.564.5841

FrRankKFORT, KY 40601-1817 FacsimiLe 502.564.2912

- AUDITOR.KY.GOVWV

AN EcuaL OfprProrTUNITY EmMmPLoYyeErR M/F/D
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Report On Compliance For Each Major Federal Program
And Report On Internal Control Over Compliance

In Accordance With The Uniform Guidance

(Continued)

Auditor’s Responsibilities for the Audit of Compliance

Our responsibility is to conduct an audit of compliance in accordance with GAAS, Government Auditing
Standards, and the Uniform Guidance and to issue an auditor’s report for the year ended June 30, 2022. However,
because of the matter described in the Basis for Disclaimer of Opinion section of our report, we were not able to
obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on compliance.

We are required to be independent of Breathitt County Fiscal Court and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control
over compliance that we identified during the audit.

Report on Internal Control over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance and therefore, material weaknesses or significant deficiencies may exist that were not identified.
However, as discussed below, we did identify a certain deficiency in internal control over compliance that we
consider to be a material weakness.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. We consider the deficiency in internal control over compliance described in
the accompanying Schedule of Findings and Questioned Costs as item 2022-005 to be a material weakness.

Government Auditing Standards requires the auditor to perform limited procedures on Breathitt County Fiscal
Court’s response to the internal control over compliance findings identified in our audit described in the
accompanying schedule of findings and questioned costs. Breathitt County Fiscal Court’s response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the result of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Respectfully submitted,

Mike Harmon
Auditor of Public Accounts
Frankfort, Ky

September 26, 2023
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BREATHITT COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For The Year Ended June 30, 2022

Section I: Summary of Auditor’s Results
Financial Statement
Type of report the auditor issued: Disclaimed

Internal control over financial reporting:

Page 33

Are any material weaknesses identified? Yes O No
Are any significant deficiencies identified? OYes None Reported
Are any noncompliances material to financial statements Yes [ No
noted?
Federal Awards
Internal control over major programs:
Are any material weaknesses identified? Yes O No
Are any significant deficiencies identified? O Yes None Reported
Type of auditor’s report issued on compliance for major
federal programs: Disclaimed Opinion
Are any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? O Yes No
Identification of major programs:
Assistance Listing Number Name of Federal Program or Cluster
97.036 Disaster Grants Public Assistance (Presidentially Declared Disasters)
Dollar threshold used to distinguish between Type A and
Type B programs: $750,000
Auditee qualified as a low-risk auditee? O Yes No
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BREATHITT COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended June 30, 2022

(Continued)

Section II: Financial Statement Findings

2022-001  The Breathitt County Fiscal Court Failed To Implement And Maintain An Effective Internal
Control Environment

This is a repeat finding and was included in the prior year audit report as finding 2021-001. During our engagement
to audit, significant risks were identified, including failure to maintain sufficient supporting documentation and
accounting records, lack of segregation of duties, and management override of controls. Due to the county’s
failure to maintain adequate accounting records, and other failures noted below, we were unable to perform
sufficient audit procedures to overcome the significant risks. Therefore, we cannot issue an opinion on the
Breathitt County Fiscal Court’s financial statement and on compliance for each major federal program or give
reasonable assurance the financial statement and the schedule of expenditures of federal awards are free from
material error or fraud. A disclaimer of opinion will be issued.

In the audit procedures we were able to perform, we noted the following issues:

e Failure to maintain supporting documentation for $938,698 of occupational tax receipts (See finding
2022-002).

e The jail fund had a reconciled deficit balance of ($31,874).

e Failure to maintain accounting records, including records for the justice center corporation fund and
an accurate capital asset schedule.

e Failure to obtain proper approval for one of the budget amendments.

e Failure to prepare an annual settlement in accordance with KRS 68.020.

e Failure to implement proper internal controls over disbursements (See finding 2022-003).

e Failure to implement proper internal controls over payroll disbursements (see finding 2022-004).

o Failure to establish and maintain effective internal controls over compliance with FEMA requirements
(See finding 2022-005).

The Breathitt County Fiscal Court did not provide sufficient oversight for management’s day-to-day financial
activities. Without sufficient oversight, management did not follow established internal control procedures or
ensure compliance with laws and regulations.

The Breathitt County Fiscal Court’s current practices could create an environment for potential undetected
material misstatements in the financial statements caused either by error or fraud. The noted weaknesses could
affect the fiscal court’s ability to ensure that financial data is recorded, processed, and reported in an accurate and
reliable manner and ensure that assets are sufficiently safeguarded. Ifthe Breathitt County Fiscal Court continues
these poor financial practices and does not improve the internal control structure, taxpayer monies will continue
to be at risk. In addition, various local and state agencies that rely on and monitor the financial and program
activity of the Breathitt County Fiscal Court cannot rely on, or have any confidence in, the reports submitted by
the Breathitt County Fiscal Court.

Proper accounting procedures and internal controls require that financial statements be supported with accurate
underlying accounting records. Strong internal controls over financial reporting are vital in ensuring the fiscal
court’s financial statement accurately reflects the financial activity of the fiscal court and ensures compliance
with applicable state and federal laws and regulations. Additionally, complete, and accurate financial records
can ensure expenditures are made only when sufficient funds are available, and receipts are properly recorded.

In addition, 2 CFR 200.303 states in part, “[t]he non-Federal entity must: (a) Establish and maintain effective
internal control over the Federal award that provides reasonable assurance that the non-Federal entity is
managing the Federal award in compliance with Federal statutes, regulations, and the terms and conditions of
the Federal award.”
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(Continued)

Section II: Financial Statement Findings (Continued)

2022-001 The Breathitt County Fiscal Court Failed To Implement And Maintain An Effective Internal
Control Environment (Continued)

We recommend the Breathitt County Fiscal Court provide sufficient management oversight of the day-to-day
financial activities of the county. We further recommend the fiscal court improve its overall control environment
in order to ensure sufficient accounting records are maintained to support transactions, accounts are reconciled,
and bills are paid timely, and duties are adequately segregated to safeguard public assets. Only with a strong
internal controls system can the fiscal court prepare and ensure that complete and accurate financial reports are
produced and that the county is in compliance with each major federal program’s guidelines. This finding will
be referred to the Kentucky Department for Local Government.

Views of Responsible Official and Planned Corrective Action:

County Judge/Executive’s Response: The Breathitt County Fiscal Court has hired a new County Treasurer since
the completion of the 2022 audit who will ensure stronger internal controls are maintained in her official
capacity and will be working with additional staff members, such as the Finance Officer and Occupational Tax
Administrator, to segregate duties in a more controlled method. The newly hired County Treasurer will work to
resolve the following issues by the end of the calendar year in the following manner.

e  Maintaining supporting documentation.

®  Maintaining accurate accounting records.

o Obtaining proper approval for budget amendments.

o Failure to prepare financial statements timely -the new Treasurer will complete the annual

statement in accordance with KRS 68.020 in a timely manner.

2022-002  The Breathitt County Fiscal Court Did Not Maintain Supporting Documentation In The Amount Of
$938,698 Of Occupational Tax Receipts

The fiscal court did not maintain supporting documentation in the amount of $938,698 of occupational tax
receipts. Per the county’s ordinance, the taxpayers are required to send in a tax return to the fiscal court which
includes the amount of wages and the percentage that is due the fiscal court. However, the fiscal court did not
maintain these returns. Without this supporting documentation, the amount of taxes due the fiscal court per the
ordinance could not be determined.

The fiscal court failed to adequately assess risk associated with occupational tax collections and has not
implemented effective internal controls, review procedures, or oversight for occupational tax collections. The
Breathitt County Fiscal Court’s current practices over the collections of occupational tax receipts could create
an environment for undetected material misstatements in the financial statements caused either by error or fraud.
The noted weaknesses could affect the fiscal court’s ability to ensure that financial data is recorded, processed, and
reported in an accurate and reliable manner.

Proper accounting procedures and internal controls require that financial statements be supported with accurate
underlying accounting records. Strong internal controls over financial reporting are vital in ensuring the fiscal
court’s financial statement accurately reflects the financial activity of the fiscal court and ensures compliance
with applicable laws and regulations.

We recommend the fiscal court implement effective internal controls, review procedures, and oversight for
occupational tax collections and document the procedures performed that ensure recorded amounts are complete,
accurate, and free of material misstatement.
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Section II: Financial Statement Findings

2022-002  The Breathitt County Fiscal Court Did Not Maintain Supporting Documentation In The Amount Of
$938,698 Of Occupational Tax Receipts (Continued)

Views of Responsible Official and Planned Corrective Action:

County Judge/Executive’s Response: The Breathitt County Fiscal Court has hired a new County Treasurer since
the completion of the 2022 audit who will ensure stronger internal controls are maintained in her official capacity
and will be working with additional staff members, including the Occupational Tax Administrator. Effective
immediately all occupational tax receipts and tax returns will be maintained by the Fiscal Court.

2022-003  The Breathitt County Fiscal Court Did Not Implement Proper Internal Controls Over Disbursements

The fiscal court did not implement adequate procedures and oversight regarding the documentation, preparation,
and authorization of disbursements. The fiscal court did not follow proper procedures and requirements for
disbursements of county funds. The follow deficiencies were noted during the testing of disbursements:

e A transaction paid with management’s credit card did not follow normal procurement processes.
During the fiscal year, a vendor that did not win the bid for the year was paid with the county
judge/executive’s credit card after this vendor was not awarded the bid for an invoice that was not
presented to the fiscal court.

e Twenty-one transactions totaling $776,243 did not have supporting documentation.

e Thirty-nine transactions did not have detailed support for the credit card transaction.

e Purchase orders were not issued for the 75 disbursements tested and 17 invoices tested were not paid
within 30 days.

e Proper bid documentation was not properly maintained for transactions that exceeded the county’s
administrative code bid threshold of $20,000.

e An encumbrance list was not maintained.

The fiscal court’s failure to establish effective internal controls over disbursements resulted in numerous
instances of noncompliance, negative unencumbered cash balances, and violations of the county’s administrative
code as reflected above. The lack of proper accounting practices, internal controls, and management oversight
increases the risk of undetected misstatements and fraud.

Effective internal controls provide for adequate segregation of duties and prevent the same person from having
a significant role in incompatible functions. Segregation of duties and proper oversight helps prevent fraud or
misappropriation of assets and protects employees in the normal course of performing their daily responsibilities.
Effective internal controls and proper oversight also help ensure compliance with state and federal laws,
regulations, and grant agreements. Without these effective internal controls the procurement process could be
circumvented, and disbursements could be processed outside the normal procurement process.

KRS 68.210 gives the state local finance officer the authority to prescribe a uniform system of accounts. The
uniform system of accounts is set forth in the Department for Local Government's County Budget Preparation
And State Local Finance Olfficer Policy Manual which states, "[pJurchases shall not be made without approval
by the judge/executive (or designee), and/or a department head...Purchase requests shall not be approved in an
amount that exceeds the available line item appropriation unless the necessary and appropriate transfers have
been made." The Department for Local Government requests that purchase orders be issued for all
disbursements. In addition, good internal controls dictate that disbursements should be properly supported as
evidenced by invoices and/or at a minimum evidenced by supporting documentation that supports the amount.
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Section II: Financial Statement Findings (Continued)

2022-003  The Breathitt County Fiscal Court Did Not Implement Proper Internal Controls Over Disbursements
(Continued)

The version of KRS 424.260(1) in effect during the fiscal year ending June 30, 2022 stated, “[e]xcept where a
statute specifically fixes a larger sum as the minimum for a requirement of advertisement for bids, no city,
county, or district, or board or commission of a city or county, or sheriff or county clerk, may make a contract,
lease, or other agreement for: (a) Materials; (b) Supplies, except perishable foods such as meat, poultry, fish, egg
products, fresh vegetables, and fresh fruits; (¢c) Equipment; or (d) Contractual services other than professional;
involving an expenditure of more than thirty thousand dollars ($30,000) without first making newspaper
advertisement for bids.” However, according to the administrative code adopted by the county, "any expenditure
or contract for materials, supplies (except perishable meat, fish, and vegetables, equipment or for contractual
services other than professional, involving an expenditure of more than twenty thousand dollars ($20,000) shall
be subject to competitive bidding."

We recommend the fiscal court implement policies and procedures to ensure disbursements are in compliance
with applicable statutes and regulations. Additionally, we recommend the fiscal court put into place internal
controls to monitor that these policies and procedures are operating effectively.

Views of Responsible Official and Planned Corrective Action:

County Judge/Executive’s Response: With the hiring of the new County Treasurer the Fiscal Court is already
maintaining stronger internal controls over keeping detailed support of expenditures and credit cards
transactions. The Breathitt County Fiscal Court has adopted the KY Model Procurement Code and is already
ensuring that proper procedures surrounding the procurement process be maintained at all times, including
proper bid documentation. Encumbrance lists will be maintained moving forward. Additionally, the Fiscal Court
has changed software systems & is currently in the process of setting up the new system with all records which
will allow for better tracking of purchase orders moving forward.

2022-004  The Breathitt County Fiscal Court Did Not Implement Proper Internal Controls Over Payroll
Disbursements

The fiscal court did not implement adequate procedures and oversight regarding the documentation, preparation,
and authorization of payroll disbursements. The fiscal court did not follow proper procedures and requirements
for payroll disbursements. The following deficiencies were noted during the testing of payroll disbursements:

e The payroll account had 21 instances of a negative daily balance with the highest negative balance
during the period being $73,468.

e Failure to perform accurate reconciliations: the payroll account was not properly reconciled and had a
negative $5,702 balance as of June 30, 2022.

e Federal and state tax obligations were not paid timely.

e The county did not approve a current year annual pay rate list.

e The county lacks controls over payroll checks. Blank payroll checks were observed in an unsecured
environment.

e The treasurer received training incentive pay without supporting documentation.

The fiscal court failed to adequately assess the risk associated with payroll processing and failed to implement
adequate internal controls regarding the documentation, preparation, and authorization of payroll. There were
no significant review procedures in place or adequate oversight to ensure the completeness and accuracy of
payroll information.



Page 38

BREATHITT COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended June 30, 2022

(Continued)

Section II: Financial Statement Findings (Continued)

2022-004  The Breathitt County Fiscal Court Did Not Implement Proper Internal Controls Over Payroll
Disbursements (Continued)

Failure to implement adequate controls over payroll increases the risk of undetected material misstatements and
fraud, especially considering payroll constitutes a large portion of the county’s budget. Numerous previously
undetected errors were noted by the auditors for payroll processing and the fiscal court is in violation of various
statutes.

In order for internal controls to be effective in preventing and detecting errors, misstatements, and fraud, the
functions of any significant process should be separated. If segregation is not possible or practical, the fiscal
court could implement and document compensating controls to reduce the risk associated with inadequate
segregation of duties. Strong compensating controls could include review of payroll reports, review of payroll
payments, comparison of payroll documentation to amounts recorded, reconciliation of withholding, and
matching reports to supporting documentation. Further, review procedures and oversight should be exercised
consistently to detect errors and to reconcile payroll to supporting documentation.

We recommend the fiscal court implement effective internal controls, review procedures, and oversight for
payroll processing to ensure the completeness and accuracy of all payroll information.

Views of Responsible Official and Planned Corrective Action:

County Judge/Executive’s Response: With the hiring of the new County Treasurer the Fiscal Court is already
maintaining stronger internal controls over payroll disbursements. Moving forward accounts will be properly
reconciled and obligations met in a timely manner. Proper documentation will be maintained to support all
disbursements. Annual pay rate lists will be established. Proper review procedures and oversight for payroll
processing to ensure completeness and accuracy will be maintained.

Section III: Federal Award Findings And Questioned Costs

2022-005  The Breathitt County Fiscal Court Did Not Establish And Maintain Effective Internal Controls Over
Compliance With FEMA Requirements

Federal Program. Assistance Listing # 97.036 Disaster Grants - Public Assistance (Presidentially Declared
Disasters)

Award Number and Year: 4428 PW# 493 2019

Name of Federal Agency and Pass-Thru Agency (if applicable): U.S. Department of Homeland Security and
Kentucky Emergency Management

Compliance Requirements: Activities Allowed or Unallowed; Allowable Costs/Cost Principles; Matching, Level
of Effort, Earmarking, Period of Performance,; Reporting; Special Tests & Provisions

Type of Finding: (Material Weakness, Noncompliance)

Amount of Questioned Costs: $236,464

Opinion Modification (if applicable): Disclaimer

COVID Related: No
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Section III: Federal Award Findings And Questioned Costs (Continued)

2022-005  The Breathitt County Fiscal Court Did Not Establish And Maintain Effective Internal Controls Over
Compliance With FEMA Requirements (Continued)

The Breathitt County fiscal court did not establish and maintain effective internal controls over compliance with
Federal Emergency Management Agency (FEMA) requirements. Purchase orders were not consistently used for
the approval and tracking of federal expenditures. Transactions requiring bids were not presented to the fiscal
court for approval.

From the sample of 11 invoices tested there were nine instances of noncompliance and lack of controls over
compliance regarding purchase orders and bid approvals.

The deficiencies listed occurred due to lack of monitoring of controls, which diminishes the effectiveness of the
controls put in place over disbursements by fiscal court. These deficiencies could create errors in recording or
allow for the possibility of misappropriation of assets.

Transactions were initiated without considering available line item balances and tracking with the use of a
purchase order. Items requiring the bid process were not presented to the fiscal court for the approval of bids.

Proper internal controls over expenditures are important to ensure purchase orders are created with sufficient
funds available, include proper supporting documentation, and are paid in a timely manner. KRS 68.210 gives
the state local finance officer the authority to prescribe a uniform system of accounts. Per the County Budget
Preparation and State Local Finance Officer Policy Manual, issued by the Department for Local Government
(DLG), “[pJurchases shall not be made without approval by the judge/executive (or designee), or a department
head.” In addition, according to the fiscal court’s administrative code, transactions exceeding $20,000 are subject
to the bidding process.

We recommend fiscal court design and implement proper internal controls over compliance with federal program
requirements and ensure they are operating effectively.

Views of Responsible Official and Planned Corrective Action:

County Judge/Executive’s Response: The Breathitt County Fiscal Court has adopted the KY Model Procurement
Code, effective in August 2023. In addition the Fiscal Court hired a new Applicant Agent in January 2023 and
transitioned all FEMA related work to the in-house Applicant Agent in August of 2023 rather than contracting
services through the Disaster Recovery firm the court had been working with prior to August 2023. With the
hiring of the new Applicant Agent, proper bid documentation is being maintained & proper procedures are being
followed for procurement of bids. The Breathitt County Fiscal Court has also changed the software used for
tracking purchase orders which will allow for better tracking of both planned expenditures and already
expended funds.

Section IV: Summary Schedule of Prior Audit Findings

Finding
Number Prior Year Finding Title Status Corrective Action
2021-001 The Breathitt County Fiscal Court Failed To Partially Hiring of new staff will
Implement And Maintain An Effective Internal resolved resolve many findings. New
Control Environment software is being used and

records are being maintained
accurately.
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CERTIFICATION OF COMPLIANCE
LOCAL GOVERNMENT ECONOMIC ASSISTANCE AND DEVELOPMENT PROGRAM

COUNTY FISCAL COURT
For The Year Ended June 30, 2022

The Breathitt County Fiscal Court hereby certifies that assistance received from the Local Government
Economic Assistance and Development Program was expended for the purpose intended as dictated by the

applicable Kentucky Revised Statutes.

7 7
County Judge/Executive

Y

County Treasurer
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