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ALLISON BALL
AUDITOR OoF PuBLIC ACCOUNTS

Independent Auditor’s Report

The Honorable Zeke Little, Jr., Owsley County Judge/Executive
The Honorable Shanna Oliver, Former Owsley County Clerk
The Honorable Austin Bowling, Owsley County Clerk
Members of the Owsley County Fiscal Court

Report on the Audit of the Financial Statement
Disclaimer of Opinion

We were engaged to audit the accompanying Statement of Receipts, Disbursements, and Excess Fees —
Regulatory Basis of the former County Clerk of Owsley County, Kentucky, for the year ended
December 31, 2022, and the related notes to the financial statement.

We do not express an opinion on the accompanying financial statement of the former Owsley County Clerk.
Because of the significance of the matter described in the Basis for Disclaimer of Opinion section of our report,
we have not been able to obtain sufficient audit evidence to provide a basis for an audit opinion on the financial
statements.

Basis for Disclaimer of Opinion

Our basis for disclaiming is that the former Owsley County Clerk’s internal control system was severely
deficient, which led to receipts to go undeposited, disbursements to not be paid timely, and reports not submitted
properly. This provided an environment in which an individual could manipulate financial records and
misappropriate or misdirect funds. Due to the issues noted, we were unable to place appropriate reliance on the
information provided during the audit and, therefore, cannot reduce the audit risk to an acceptable level.

Responsibilities of Management for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in accordance
with accounting practices prescribed or permitted by the laws of Kentucky to demonstrate compliance with the
Commonwealth of Kentucky’s regulatory basis of accounting and budget laws. 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.

In preparing the financial statement, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Owsley County Clerk’s ability to continue as
a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.
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The Honorable Zeke Little, Jr., Owsley County Judge/Executive
The Honorable Shanna Oliver, Former Owsley County Clerk
The Honorable Austin Bowling, Owsley County Clerk
Members of the Owsley County Fiscal Court

Auditor’s Responsibilities for the Audit of the Financial Statement

Our responsibility is to conduct an audit of the former Owsley County Clerk’s financial statements 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 Controller 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 unable to obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion on these financial statements.

We are required to be independent of the former Owsley County Clerk and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements to our audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 29, 2024, on
our consideration of the former Owsley County Clerk’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, 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 former Owsley County Clerk’s internal
control over financial reporting and compliance.

Based on the results of our audit, we have presented the accompanying Schedule of Findings and Responses,
included herein, which discusses the following report findings:

2022-001  The Former Owsley County Clerk’s Internal Control System Was Severely Deficient And Lacked
Adequate Segregation Of Duties

2022-002 The Former Owsley County Clerk Did Not Comply With Department For Local Government
(DLG) Requirements Regarding Approval And Submission Of Quarterly Financial Reports And
Annual Settlement

2022-003  The Former Owsley County Clerk Did Not Remit Fees In Compliance With Kentucky Revised
Statutes

2022-004 The Former Owsley County Clerk Owes Various State Agencies For Taxes, Interest, Fees, And
Penalties Due

2022-005 The Former Owsley County Clerk Did Not Submit Title Applications Timely

2022-006  The Former Owsley County Clerk Did Not Prepare Franchise Tax Bills Promptly

2022-007  The Former Owsley County Clerk Did Not Deposit Funds Timely

Respectfully submitted,
Allison Ball
Auditor of Public Accounts

Frankfort, KY
August 29, 2024
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IF 142000 Raw. 104053

Form For Budget, Cumulative Quarterly Report and Annual Settlement For Calendar Year 2022
Owsley County Clerk

Part One - Surmmary and Reconciliation of All Accounts

— Catirmm 2 Colaren 3 Colern & —
Fhow & Describe 2022 Fes Account 2022 Fee Account
Al Accounts _ ) Account Account Account
Estimate Cumulative Actual [NET FEE ACCOLINT [HEXT FEE ACCOUNT) (T TEE ACCOLMTY
1. Beceipts ¥TD $1,079 48500 $893,908.55
2. Total Dizbu Yo $1,078,107.50 $311,898.11
5. Book Balance Excers Feex 31.575.50 32 01022
4 Bank 5 Balance $91,659.27
5. Pius Depasits in Transit $0.00
E. lﬂsﬂﬂﬂﬂmﬁﬁnﬁh 310425081
7. Other 3821.81
E. Eeconciled Bank Balance 352 010.22
3. Accounts Receivable wof 121 315557
10. Unpaid ObBgations m o 1201 376,725.85
11. Emcess Fees 3545994

Brusscsiont: Ths form i the regquire format for the badget ind the quarterly repore. BLUDGET: After completing the budget evmas udmm.thmg.m 1wl Three, aubmit tor the Sl aourt for apprival by Jasasy 19th and Sdkowing approsal
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s, Lo statement Bulisee(i) at close of quares. Line 8 Show sotal deposits suicde priver by clioe of isrter that ane st
bu.k:h.:nmﬂ:a:n.m Show motal amasint of checks isited prior o dose of uarter Shat are s reflecsed in busk stsementiil. Ling T how isvestmenss, Ling & Show line 4 adjisted for lines 8, &, and 7. Lise § sboubl ogusl Bne 3 for all aceounts. ].u;‘
3 ﬂm_ylm-h-q_ru- eridisgg 12/31. Shew calenilition mhﬂ'[\mut‘ rEFrLI‘_m Corplete: o quarser esling 1 2/31. S caleulition in Pist Theee of repoet. L] Complete for guartes ending 132/81_ Show _-::1 o By Sl 10
A1 b e sl in Part Four. Repors diic tee State Lol Fisancs Offcer, 100 kirpon Roud, Thi sl Ploes Pranliset, KY 40801 by the 30th dey following fhe dise of cach quarter. P % 802 2E7-2851 / Ph 8 BO2-EEE 3487,

Agpproved by the fiscal court on the day of 202__. To the best of my knowiledge the informahon reported herein for the budget/quarter

emded 00000000000 1= accurate sma complete.
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Courrty Clerk's Budget und Repor

FPart Two Budget 171 thru 4,1 thm T/ thra 10/1 thra Total Accounts Settlement
Heceipts Extimnate 551 &/30 3/50 12/31 ¥TD Receivabls 120 Tortal

1. Federal Grants/ Reimit

2. Fate Grants

3. Jtate Fees For Jervices/SBOE $1,500.00

4. Fiscal Court

3. K Suppl t (< 20,000 popd 7 2 000.00 $55.506.41 $55 50641

&. Licenses smd Taxes

7. Motor Vebicls:

B. Licenzes and Tramsfers $170,000.00 $14 B97.30 $49,056.71 355 648.61 $26,508.28 $154 210.90

3 Uzage Tax $160,000.00 $14E7.E5 335,330.66 353,051.44 $54.481.15 $1E7,991.08

10. Tangible Perzonal Property Tax $580,000.00 | $110.296.75 36442008 | 89109121 | 88106317 $566,571.21

11 HNotary Fess 320000

1z Clerk Lien ¥5,000.00 F1,062.00 31,500.00 31,186.00 ¥580.00 F4,426.00

1.3. Licerises: jarital

14 Fish and Garne

15. Marrasze $1,680.00 $200.00 $320.00 $120.00 $520.00 $2E0.00

1&. Cocupational

17 Beer & Liquor

1E. Miscellsmeous $10.000.00 33150 $158.25 $65.00 §$185.12 1177 $150.09 356796
13 Depaty Clerk Falmburz=ment (FC)
20. Dead Trander Tax $14,500.00 3$3,515.00 3265750 35,745.50 $4,010.00 $13 32600
21.  Delinguent Taxes $150,000.00 3541559 32167721 32351216 33,166.00 $E5,570.9E
22 Fees Collected for Services
T5.  Recordimgs,Domuoment Storage Fee ¥7,500.00 $1,560.00 3165000 3122000 3176000 36,210.00
74 Desdz E and Contracts $15,000.00 $3_170.00 3242500 $2.596.00 $5,554.00 $11£45.00
5. Feal Extate Mo %5,050.00 2.111.00 $2,021.00 $1,580.00 $2,155.00 $7,547.00

76 Chatte] Mortgages & Enancing 3| $14,000.00 2 755 00 32 56400 $2.414.00 32.546.00 $11.077.00

I7. Fowrers of Attorney §$1,250.00 $249.00 F160.00 $252.00 $120.00 $TELOO

28 Al Other Becordings §3,500.00 $1.195.00 32204 .00 31 330.00 31 65600 704500

0. Copywark §1.000.00 324.20 35435 H5.20 324.15 FLIT3D

31. 70000 [ 7610 $54.95 $45.00 $24E.4T

Part Two (contimaed) Budges 1/1 thru 41 thru 7/1 thra 1071 thra Totsl Accounts Settlement
Beocripts Estimnate 581 &30 /50 12751 ¥TD Receivable 120 Total

32, O {descrid PRTC Capital Cradit F200.00 $1038.50 $10E.30

3. Candadate Filing Fae §$1,200.00 $350.00 $550.00 350.00 $2350.00

D Definguent Tax Fagiztration Fes ¥500.00 310.00 320.00 F50.00

35. TNotary Bond /Cath 70500 357.00 $13.00 57.00 355.00 317100

36, Prior Vear Collactions $1,500.00 $130.00 $2123.10 $l65.21 $585.31

37. Refund $2.000.00 $10.00 31,492.00 326.00 31,165.04 32 695,04

3B, Enperest Earmed $500.00 $7.26 $15.57 $15.17 31088 $4E.EE $5.48 $52.36
3. Total Eevermes 31,023.25835.00 $2BE.476.26 $207,358.55 $207 626.45 $130.447.09 3593 30835 $155.57 3594, 065.90
40. Petty Cazh

41. Borrowed Money P
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Courrty Clerk's Budget und Rep

I 42, Total BEeceipts
Part Three Budge: 1/1 thra 4/1 thru T/1 thra 1071 thra Total 123 Uinpaad Settlement
Diisharsements Estimmeate 3/51 &/ 30 /30 12751 YTD Obligations Total
Reguired Poyments

1. Payments to Jtube i)

2.  Motor Vehicle:

5. Licanzes & Transfars $140,000.00 324 B97.15 34145351 $25,209.25 $18,184.78 $107,750.65 $2 23E 84 110,047 43
4. Uzage Tax 3$150,500.00 $39,340.95 335,360.51 356,775.27 3$52,387.11 $1E3,063.64 $163,063.64
5. Tangibis Perzomal Prop Tax $125,000.00 $25.545.04 $38,430.51 §54541.66 $27811.19 $126 31E.50 $11356.04 $138,272.54
€.  Licenses (describe) $0.00
T. Fish & Gamme $0.00
B. Marrisge Licenses (nchnded in Legal Process Tax) $0.00
3. $0.00
10. Detinguent Tax 310,000.00 $209.56 3542.63 32,735.60 3344 86 $4.493.11 $4.493.11
11 Lezol Proces: Tax §5,000.00 $507.54 75.19 338399 $1,11437 33 586.9% $3EE0T $3 955.06
12 Other Jervices, Affordable Honzng 3,000,000 #5000 $324.00 $534.00 31020000 33,318.00 $342.00 $3,660,00
13. B ts o Fiscal Conyt ideseria) $0.00
14 Tangible Perzonzl Property Tax 3$35,000.00 $6.135.75 3$3,876.53 33,583.43 §7,555.64 $33,160.25 33 2B6.65 336,446,596
15. Detinguent Tax 3$15,000.00 $325.57 365381 3$5,257.28 3186444 36,307.10 $6,507.10
16 Deed Transfer Tax $12,000.00 $2.766.23 32,146.06 33,582.45 HB21.75 $1ZE1E6.4T $215.15 $13,251.62
17 Clcoupationa] Licensss $0.00
18 Beer & Licenses $0.00

Fart Three (contimaed) Budges 1/1 thru 41 thru 71 thra 1071 thra Totsl 1203 Uinppad Sertlement
DHirbarsemernts Extirmate 5/51 &/50 9/30 12751 ¥TD Obligations Tortal

19.  Fiscal Court/Tax Bill Prep
0.

21. Payments to Other Districts (lesribe)

22, Tangible Personsl Property Tax $150,000.00 $29,526.90 343.566.96 $6,629.86 3$56,710.85 3151534 55 $15,342.51 JITTATEBE
23. Delinguent Tax 350,000.00 $1.583.52 M, 77857 320.456.52 $8317.75 $36,016.24 $36,016.24
24, $0.00
25. Payments to Sheriff $12,000.00 §275.04 $653.28 31,957.89 77665 §3,646.96 $3,646.96
26. $0.00
Z7. Payments to County Aftorney $15,000.00 $EE.97 $363.54 390138 3250545 38,661.17 $5,661.12
ZE. Total Bequired Payments £$755,500.00 $132 282 B1 $1B5,818.52 $183,558.92 | $165,015.56 $ET0,ETI.EL $ET0,ETI.EL
Z3. Persomsl Services

30 County Clerk's Grozs Salary $30,000.00 1403644 314,056.44 §7018.22 328,072.88 $63,1553.98 $21,054 66 35421864
31 County Clerk's Retinement Match 324.750.00 $3,782.82 35,782.82 31589141 ¥7,565.64 $17,022 63 35,674.25 $22,696.92
32 County Clerk's 533/ Madicare Match §7,200.00 $1,075.78 $1,075.78 ¥556.89 $2,147.56 $4.832.01 SLEIQET 36,442 BB

Page 6



IF 142004 Rar. 110008

Courrty Clerk's Budget und Repor]

55. County Clerk's Expense Allowsmoe $3,500.00 $600.00 $600.00 $500.00 $1,200.00 $2,700.00 $300.00 $3,500.00

34 Connty Clerk's Expense Retivernsnt Mg 133000 $1c1 70 $151.70 38085 $525.40 $727 65 §$747 55 397020

33. County Clerk's 55/ Medicare Match J258.00 #4590 530 32235 33180 320655 [ 327540

56.  Deputie: Gross Salaries $60,000.00 $4,160.00 $4.160.00 $2p80.00 | 81157560 $22,075.60 $5.462.19 $274B7.79

57.  Depafies Refiremens Maich 316,500.00 317117 312112 ¥560.56 35,155.08 35,935.68 3127206 37.407.34

3B. Depuaties 33/ Medicare Match 4, 500.00 $316.24 331824 §153.10 883352 $1,56430 #1785 3210275

3. Cryertirne Gross $10,000.00 $277.50 JES3.00 §1 545.50 $2.456.65 3551768 $1,635.08 §7,152.71

0. Crvertirne Retiremment Match $2.750.00 $236.48 325125 56262 ¥656.74 14707 43065 $1,927.72

41. Crvertime 35/ Medicare Match FE500.00 $57.15 365604 F102.3¢ $186.40 342211 312509 354720

42

43.

44,

45 Contructed Services

4k, Frzh & Game

47.  Advertizing

48, Prim & B

Part Three (contimaed) Budges 1/1 thru 4/1 thm 771 thra 1071 thra Totsl 123 Uinppad Fettlement
Digharsements Extimnate 35351 B/ 30 3730 12s51 YT Chligations Total

49

0.

S1. Supplies & Materials (describel

52 Office Supples §5,000.00 $53.60 $320.50 3000 338550 3436 B8 382278

55. Ofther Changes (o 30.00

55. Dus 31,230.00 3129000 3LZ30.00 31,790.00

56.  Mucellsnzonz Flection $50,000.00 $1,000.00 3249194 $5,491.94 $1,356.00 35,447.94
1544 Miscellamsons $5,000.00 353333 730,09 31 760,00 33,150.08 $E20.00 43, 7T008

™. Mizspellaneson s Prior Year Collsctions 000

55, Pastage $2,553.50 $218.00 $575.21 240,00 #9342 $1,352E5 $1,352E3

6. Refunds §5,500.00 $10.00 $1.432.00 $26.00 $1.,165.04 32,695.04 32,693.04

aT. Telephone $2.000.00 $335.32 BTL0 3505.41 54661 $1,356.84 $1,356.84

53. Frincipal an Nate $0.00

50. Computer Legw $1,500.00 $1,500.00 $1,500.00 $1,500.00

51. Capital Cratboy iourigi parcha o tangi b S lafing n na) $0.00

67  Office Equipment $0.00

B3. Vehicke $0.00

E5. $0.00

=% $0.00

57. Total Official Expenses $1,075,107.50 | 316246054 | $o1s4s5759 | sr0ss7ases | srrasosaz 351159611 $76725.65 | $8BEEI5.96

For fices that e pecl,pa fes 82 cosity price i Deceabpr 81 or counsies over 4,200 i pupulatios, shirw payrests s on lines 68 w 69 $0.00
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GE. Payments to County Treasurer $o.00
E3. Payments to Jtate Treasurer $0.00

Enter total of tmes 28, 67, 68 and 63 an fine 7O $0.00
70. Total Distursements $1,028,10750 | 316245064 )| 321445253 $205573.4c | $27sc05.42 $511 59511 $76,725.55 $566,625.96
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ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
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ALLISON BALL
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 Zeke Little, Jr., Owsley County Judge/Executive
The Honorable Shanna Oliver, Former Owsley County Clerk
The Honorable Austin Bowling, Owsley County Clerk
Members of the Owsley County Fiscal Court

We were engaged to audit, in accordance with auditing standards generally accepted in the United States of
America, the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, and the Audit Program for County Fee Olfficials issued by the Auditor
of Public Accounts, Commonwealth of Kentucky, the Statement of Receipts, Disbursements, and Excess Fees -
Regulatory Basis of the former Owsley County Clerk for the year ended December 31, 2022, and the related
notes to the financial statement and have issued our report thereon dated August 29, 2024. Our report disclaims
an opinion on the financial statement because we were unable to place appropriate reliance on the information
provided during the audit and, therefore, cannot reduce the audit risk to an acceptable level.

Report on Internal Control over Financial Reporting

In connection with our engagement to audit of the financial statement, we considered the former Owsley County
Clerk’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 former Owsley County Clerk’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the former Owsley County Clerk’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 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 Responses, 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 Responses as items 2022-001, 2022-002, 2022-003,
2022-004, 2022-005, 2022-006, and 2022-007 to be material weaknesses.
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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

As part of obtaining reasonable assurance about whether the Owsley County Clerk’s financial statement is free
of material misstatement, 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 Responses as items 2022-001, 2022-002,
2022-003, 2022-004, 2022-005, 2022-006, and 2022-007. Additionally, if the scope of our work had been
sufficient to enable us to express an opinion on the financial statement, other instances of noncompliance or
other matters may have been identified and reported herein.

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,
Allison Ball
Auditor of Public Accounts

Frankfort, KY
August 29, 2024
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OWSLEY COUNTY
SHANNA OLIVER, FORMER COUNTY CLERK
SCHEDULE OF FINDINGS AND RESPONSES

For The Year Ended December 31, 2022

FINANCIAL STATEMENT FINDINGS:

2022-001  The Former Owsley County Clerk’s Internal Control System Was Severely Deficient And Lacked
Adequate Segregation Of Duties

The former Owsley County Clerk was responsible for all areas of her office with little to no controls in place.
For a portion of the calendar year, the former county clerk was the only full-time employee and was solely
responsible for receiving and disbursing funds, posting to the receipt and disbursement ledgers, reconciling
accounts, and report preparation. Weak internal controls led to undeposited receipts, late payments, and untimely
reporting.

Furthermore, the former Owsley County Clerk was indicted on January 2024 and resigned from office on
March 31, 2024. On April 12, 2024, the former county clerk pled guilty to misuse of confidential information
and official misconduct.

Due to the former county clerk’s poor oversight and weak internal control system, undeposited receipts, and her
guilty plea, we were unable to overcome the fraud risks present to provide a basis for an audit opinion on the
former county clerk’s financial statement.

The former county clerk failed to implement controls to correct deficiencies noted in prior year audit findings
and to ensure the official duties of the office were performed. Failure to establish adequate controls and review
procedures increases the risk that undetected fraud or other errors will occur. The former county clerk’s internal
control structure provided an environment in which an individual could manipulate financial records and
misappropriate or misdirect funds. Due to the issues noted above, a disclaimer of opinion will be issued on the
former county clerk’s 2022 fee audit.

KRS 46.010(2) requires, “each county treasurer, and each county officer who receives or disburses state funds,
to keep an accurate account of receipts and disbursements, showing a daily balance of receipts and
disbursements.” KRS 46.010(3) requires, “all county officers handling state funds, other than taxes, to make an
annual report to the Department for Local Government showing receipts and disbursements, and to make other
financial statements as the Department for Local Government requires.” The adequate segregation of duties is
a basic internal control necessary to ensure the accuracy and reliability of financial reports and would prevent
the same person from having a significant role in these incompatible functions.

The former Owsley County Clerk’s office should have implemented a strong internal control system to ensure
all financial reporting was complete, accurate, and properly recorded. The former Owsley County Clerk should
have implemented policies and procedures to ensure compliance with applicable statutes, regulations, and
policies.

Former County Clerk’s Response: The former official did not provide a response.
2022-002 The Former Owsley County Clerk Did Not Comply With Department For Local Government

(DLG) Requirements Regarding Approval And Submission Of Quarterly Financial Reports And
Annual Settlement

This is a repeat finding and was included in the prior year audit report as finding 2021-001. The former county
clerk has not submitted her quarterly reports or annual settlement to the fiscal court for the calendar year ending
December 31, 2022, nor has she submitted the quarterly financial reports and annual settlement to DLG as
required.
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2022-002 The Former Owsley County Clerk Did Not Comply With Department For Local Government
(DLG) Requirements Regarding Approval And Submission Of Quarterly Financial Reports And
Annual Settlement (Continued)

Per the former county clerk, in the prior year, the office lost a full-time employee, and a replacement was never
hired. According to the former county clerk, this put the county clerk’s office behind in processing
documentation timely and filing reports. The lack of compliance with statutory and DLG reporting requirements
led to the fiscal court not being adequately informed of the financial activities of the county clerk’s office,
resulting in the limited ability to appropriately monitor said financial activity and make fully informed financial
decisions for the county.

KRS 68.210 gives the State Local Finance Officer the authority to prescribe a uniform system of accounts.
Pursuant to this authority, the State Local Finance Officer has prescribed minimum accounting and reporting
standards in DLG’s County Budget Preparation and State Local Finance Officer Policy Manual.

In addition, the State Local Finance Officer also required the quarterly report to be submitted to their office no
later than 30 days following the close of quarters ending March 31, June 30, September 30, and December 31.

KRS 64.152(1) states, “[i]in counties containing a population of less than seventy-five thousand (75,000) the
county clerk shall provide to the fiscal court by March 15 of each year a complete statement for the preceding
calendar year...”

KRS 64.152(2) states, “[a]t the time of filing the statement required by subsection (1) of this section, the clerk
shall pay to the fiscal court any income of his office, including income from investments, which exceeds the sum
of his maximum salary as permitted by the Constitution and other reasonable expenses, including compensating
of deputies and assistants.”

The former county clerk should have complied with applicable statutes and the DLG manual by submitting her
quarterly financial reports and annual settlement to DLG as required. In addition, the former county clerk should
have submitted her annual settlement to the fiscal court no later than March 15.

Former County Clerk’s Response: The former official did not provide a response.

2022-003  The Former Owsley County Clerk Did Not Remit Fees In Compliance With Kentucky Revised
Statutes

This is a repeat finding and was included in the prior year audit report as finding 2021-002. During calendar
year 2022, it was noted that the payments and reports for the following items were not remitted in compliance
with the corresponding KRS: Ad Valorem Tax, Delinquent Tax, Legal Processing receipts, and Affordable
Housing Trust Fund receipts.

The ad valorem tax payments were not issued timely as required by KRS 134.815. Three of the 12 ad valorem
checks issued for calendar year 2022 were dated after the tenth of the month. In addition, 14 weeks of license
fees were tested and none of the weekly batches were paid by the following Monday as required by KRS 186.230.

Delinquent tax reports were not paid timely as required by KRS 134.126. Two of the ten months tested were
prepared and paid after the tenth of the following month.
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2022-003  The Former Owsley County Clerk Did Not Remit Fees In Compliance With Kentucky Revised
Statutes (Continued)

The former county clerk’s legal processing receipts were not paid timely as required by KRS 142.010. Four of
the 12 monthly payments tested were paid after the tenth of the following month.

The former county clerk’s Affordable Housing Trust Fund receipts were not paid timely as required by
KRS 62.012. Two of the 12 monthly payments tested were paid after the tenth of the month following the quarter
the fee was collected.

Per the former county clerk, the office lost one full time employee in early February and a replacement was not
hired. The former county clerk further stated that this has put the county clerk’s office behind in processing
disbursements timely and filing reports.

The state, county, and other taxing districts would have been delayed in receiving funds it would have budgeted
for and may have not been able to provide services to taxpayers due to lack of funding. In addition, the former
county clerk is not in compliance with several Kentucky Revised Statutes which would allow for penalties and
interest to be assessed for late payments.

Good internal controls dictate that remittance of all fees be done in a timely manner.

KRS 134.815(1) states, “[t]he county clerk shall, by the tenth of each month, report under oath and pay to the
state, county, city, urban-county government, school, and special taxing districts all ad valorem taxes on motor
vehicles collected by him for the preceding month, less the collection fee of the county clerk, which shall be
deducted before payment to the depository. The county clerk shall be required to deposit state collections in a
manner consistent with procedures established by the department for the prompt payment to the state of other
moneys collected by the county clerk.”

KRS 186.230 states in part, “[t]he county clerk shall see that KRS 186.005 to KRS 186.260 in his county are
enforced. In so doing he shall: (5) Report and remit each Monday to the Transportation Cabinet all moneys
collected during the previous week, together with a duplicate of all receipts issued by him during the same period.
Unless the clerk forwards duplicates of all receipts issued by him during the reporting period with his report and
remits the amount shown due by the report within seven (7) days after the report and remittance are due, he shall
pay a penalty of one percent (1%) per month or fraction thereof on the amount of money shown to be due on the
report. The cabinet may in its discretion grant...a reasonable extension of time to file his report and remit all
moneys not to exceed ten (10) days[.]”

KRS 134.126 states in part, “(3) The county clerk shall report by the tenth day of each month to the department,
the county treasurer, the sheriff, and the proper officials of the taxing districts. The governing body of a county
may require the county clerk to report and pay on a more frequent basis if necessary, for bonding requirements;
however, the county clerk shall not be required to report and pay more frequently than weekly. (4) The county
clerk shall allocate payments among the various entities entitled to a portion of the payment. The county clerk
shall, at the time he or she makes the reports required by subsection (3) of this section: (a) Pay to the department
for deposit in the State Treasury all moneys received due the state; (b) Pay to the county treasurer all moneys
received due the county; (c) Pay to the authorized officers of the taxing districts the amount due each taxing
district; and (d) Pay the amount of fees, costs, commissions, and penalties to the persons, agencies, or parties
entitled thereto.”
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2022-003  The Former Owsley County Clerk Did Not Remit Fees In Compliance With Kentucky Revised
Statutes (Continued)

KRS 142.010 outlines taxes imposed on legal processes and instruments and the applicable fees: “(3) Taxes
imposed under this section shall be reported and paid to the Department of Revenue by each county clerk within
ten (10) days following the end of the calendar month in which instruments subject to tax are filed or marriage
licenses issued. Each remittance shall be accompanied by a summary report on a form prescribed by the
department. (4) Any county clerk who violates any of the provisions of this section shall be subject to the uniform
civil penalties imposed pursuant to KRS 131.180. In every case, any tax not paid on or before the due date shall
bear interest at the tax interest rate as defined in KRS 131.010(6) from the date due until the date of payment.”

KRS 64.012(1)(a) outlines the fees charged by county clerks and says in part, “(2) The sixty-three dollar ($63)
fee imposed by this subsection shall be divided as follows: a. Fifty-seven dollars ($57) shall be retained by the
county clerk; and b. Six dollars ($6) shall be paid to the affordable housing trust fund established in
KRS 198A.710 and shall be remitted by the county clerk within ten (10) days following the end of the quarter
in which the fee was received. Each remittance to the affordable housing trust fund shall be accompanied by a
summary report on a form prescribed by the Kentucky Housing Corporation.”

The former county clerk should have remitted funds timely to ensure compliance with all Kentucky Revised
Statutes to prevent penalties and interest payments that could be due from late payments.

Former County Clerk’s Response: The former official did not provide a response.

2022-004 The Former Owsley County Clerk Owes Various State Agencies For Taxes, Interest, Fees, And
Penalties Due

The former Owsley County Clerk has been in contact with state agencies regarding amounts owed for previous
tax collections. Per a recap of bills still outstanding, the former county clerk owes the following amounts to
various state agencies:

$28,077  Taxes Due
$11,891  Interest Due
$5,337 Fees Due
$22,183  Penalties Due

These amounts were determined to include usage tax penalties and interest; affordable housing interest;
withholdings taxes, penalties, interest, and fees; and administrative/court fees.

The former county clerk has received numerous delay of payment correspondences from the state dating back to
2013 and continuing through 2019. The total, presently known, due to the state in the form of taxes, interest,
fees, and penalties is $67,488. As determined in Funk v. Milliken, since fees, penalties, and interest payments
are not an allowable office expense, the county clerk would be personally responsible for the remittance of those
amounts.
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2022-004 The Former Owsley County Clerk Owes Various State Agencies For Taxes, Interest, Fees, And
Penalties Due (Continued)

Due to the former county clerk’s failure to implement proper controls, payments for various taxes were either
not paid timely or not paid at all. As a result of the failure to pay taxes timely or in their entirety, the former
county clerk owes several state agencies for taxes due, interest, penalties, and fees.

In Funk v. Milliken, 317 S. W. 2d 499 (Ky. 1958), Kentucky’s highest court ruled that county fee officials’
expenditures of public funds will be allowed only if they are necessary, adequately documented, reasonable in
amount, beneficial to the public, and not primarily personal in nature.

The former county clerk should have strengthened internal controls over the tax payment process to ensure all
tax payments were accurately and timely remitted. We recommend the former county clerk work with the state
agencies to settle the tax amounts due. Further, we recommend the former county clerk deposit personal funds
of $39,411 to pay for the disallowed fees, penalties, and interest charged on late payments.

Former County Clerk’s Response: The former official did not provide a response.

2022-005 The Former Owsley County Clerk Did Not Submit Title Application Timely

This is a repeat finding and was included in the prior year audit report as finding 2021-006. The former county
clerk is required to submit a title application and supporting documentation for customers to the Department of
Transportation to receive a first-time title. However, based on a report received from the Department of
Transportation, the former county clerk did not submit the title application and supporting documentation timely.
As of December 31, 2022, the former county clerk has 50 transmittals due for calendar year 2022. Additionally,
it was noted that no transmittals for calendar year 2023 had been filed which totaled to 372 transmittals still due
for calendar year 2023.

According to the former county clerk this is a result of a limited budget, which restricts the number of employees
the county clerk can hire and delegate responsibilities to. The former county clerk stated that she has been trying
to get the transmittals caught up and has sent some of the past due transmittals to the Department of
Transportation. The former county clerk is not processing the application of title transmittals as required by
KRS 186A.165, which resulted in customers not receiving titles timely. This could prevent customers from
conducting business regarding the sale and trade of vehicles.

Good internal controls dictate that title applications be submitted timely.

KRS 186A.165 states in part, “[n]ot later than 3 p.m. on the next business day after an application for a first
certificate of registration or title for a vehicle is received by him, the county clerk shall prepare on forms supplied
by the Department of Vehicle Regulation, an application transmittal record.”

The former county clerk should have complied with KRS 186A.165 regarding timely transmittals of application
of registration. We further recommend the county clerk’s office develop a plan to remit the past due transmittal

reports.

Former County Clerk’s Response: The former official did not provide a response.
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2022-006 The Former Owsley County Clerk Did Not Prepare Franchise Tax Bills Promptly

This is a repeat finding and was included in the prior year audit report as comment 2021-005. The former county
clerk received 16 notifications from the Department of Revenue regarding certifications for 2022 franchise bills.
All 16 notifications were not billed and turned over to the sheriff in a timely manner.

According to the former county clerk this is a result of a limited budget which restricts the number of employees
the county clerk can hire and delegate responsibilities to. Failure to prepare franchise bills promptly could delay
the funds from being collected which would then be distributed to the state, county, school, and other taxing
districts.

Good internal controls dictate that franchise tax bills are prepared promptly. In accordance with KRS 133.220,
the county clerk is the local official responsible for the preparation of property tax bills each year.

The former county clerk should have ensured franchise tax bills are prepared promptly after receiving assessment
certifications from the Department of Revenue. When these certifications were received by the former county
clerk, a franchise property tax bill should have been generated as soon as possible.

Former County Clerk’s Response: The former official did not provide a response.

2022-007 The Former Owsley County Clerk Did Not Deposit Funds Timely

This is a repeat finding and was included in the prior year audit report as finding 2021-003. The former county
clerk did not deposit daily and did not process receipts timely. During our testing of daily receipts for the period
of September 5, 2022, through September 11, 2022, the following issues were noted:

e No deposit noted for Monday, September 5, 2022.

e September 6, 2022, receipts included payments with dates that ranged from August 4, 2022, through
August 26, 2022.

e September 7, 2022, receipts included payments with dates that ranged from August 31, 2022, through
September 6, 2022.

e September 8, 2022, receipts included payments with dates that ranged from July 11, 2022, through
September 7, 2022.

e September 9, 2022, receipts included payments with dates that ranged from August 31, 2022, through
September 8, 2022.

e September 10, 2022, receipts included payments with dates that ranged from September 7, 2022,
through September 9, 2022.

Furthermore, we also noted various cash/checks for customers stapled to previous years' work that appear to
have never been deposited into any of the former county clerk’s accounts.

The former court clerk attributed the issues noted above is a result of a limited budget, which restricts the number
of employees the county clerk can hire and delegate responsibilities to. Delaying deposits can increase the risk
that funds will be lost, stolen, or otherwise misappropriated.
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2022-007 The Former Owsley County Clerk Did Not Deposit Funds Timely (Continued)

The Department for Local Government (DLG) was given the authority by KRS 68.210 to prescribe a uniform
system of accounts. The minimum requirements for handling public funds as stated in the County Budget
Preparation and State Local Finance Officer Policy Manual requires deposits to be made daily. In addition,
good internal controls dictate that all payments be deposited timely and on the date received.

The former county clerk should have complied with KRS 68.210 regarding deposits. The former county clerk
should have ensured all payments were deposited timely by establishing effective internal controls over receipts

and deposits.

Former County Clerk’s Response: The former official did not provide a response.
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