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Independent Auditor’s Report 
 
 
To the People of Kentucky 
    The Honorable Andy Beshear, Governor 
    Holly M. Johnson, Secretary 
    Finance and Administration Cabinet 
    The Honorable Zeke Little, Jr., Owsley County Judge/Executive 
    Members of the Owsley 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 Report of the Owsley 
County Fiscal Court for the year ended June 30, 2024. 
 
We do not express an opinion on the accompanying financial activity contained in the Fourth Quarter Financial 
Report of the Owsley 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 
 
The absence of effective internal controls, oversight, and review procedures created an environment in which 
financial records were inaccurate.  Based on these conditions, we determined the risk of material misstatement 
and fraud risk to be too high and were unable to apply other procedures to mitigate this risk.  The significance 
of these issues, in the aggregate, prevents us from placing reliance on the financial activities contained in the 
Owsley County Fiscal Court’s Fourth Quarter Financial Report and from expressing an opinion on the financial 
statement of the Owsley County Fiscal Court.  
 
Responsibilities of Management for the Financial Statement 
 
Owsley 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. 
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To the People of Kentucky 
    The Honorable Andy Beshear, Governor 
    Holly M. Johnson, Secretary 
    Finance and Administration Cabinet 
    The Honorable Zeke Little, Jr., Owsley County Judge/Executive 
    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 Owsley County Fiscal Court’s financial statement in accordance with 
auditing standards generally accepted in the United States of America and to issue an auditor’s report.  However, 
because of the matters 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 Owsley 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, significant audit findings, and certain internal control-related matters that 
we identified during the audit. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 5, 2024, on 
our consideration of the Owsley 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 Owsley County Fiscal Court’s internal 
control over financial reporting and compliance. 
 
Based on the results of our audit, we present the accompanying Schedule of Findings and Responses included 
herein, which discusses the following report findings:  
 
2024-001 The Owsley County Fiscal Court Failed To Implement A Strong Internal Control System 
2024-002 The Owsley County Fiscal Court Lacks Adequate Internal Controls Over Disbursements 
2024-003 The Owsley County Fiscal Court Lacks Adequate Internal Controls Over Receipts 
2024-004 The Owsley County Fiscal Court Does Not Have Adequate Controls Over The Payroll Process 
 
 

Respectfully submitted, 

 
      Allison Ball 
      Auditor of Public Accounts 
      Frankfort, Ky 
December 5, 2024     
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OWSLEY COUNTY OFFICIALS 
 

For The Year Ended June 30, 2024 
 
 

Fiscal Court Members:

Zeke Little, Jr. County Judge/Executive

Jason Reed Magistrate

Jeff Dooley Magistrate

Alan Taylor Magistrate

Other Elected Officials:

Henley McIntosh County Attorney

Jason Hollan Jailer (July 2023- January 2024)

Matthew Sizemore Jailer (January 2024 - June 2024)

Shanna Oliver County Clerk (July 2023 - April 2024)

Austin Bowling County Clerk (April 2024 - June 2024)

Tara Roberts Sheriff

Michael Reynolds Property Valuation Administrator

Donald Morgan Coroner

Appointed Personnel:

Diana Wilder County Treasurer

Kendra Little Finance Officer  
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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 

 
Independent Auditor’s Report 

 
The Honorable Zeke Little, Jr., Owsley County Judge/Executive 
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 and the standards applicable to financial audits contained in Government Auditing Standards issued by 
the Comptroller General of the United States, the Fourth Quarter Financial Report of the Owsley County Fiscal 
Court for the fiscal year ended June 30, 2024, and have issued our report thereon dated December 5, 2024. Our 
report disclaims an opinion on such financial statement because of the absence of effective internal controls, 
oversight, and review procedures created an environment in which financial records were inaccurate.    
 
Internal Control Over Financial Reporting  
 
In connection with our engagement  to audit the financial statement, we considered the Owsley 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 Owsley County Fiscal Court’s internal 
control.  Accordingly, we do not express an opinion on the effectiveness of the Owsley 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 have not been 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 2024-001, 2024-002, 2024-003, 
and 2024-004 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) 
 
 
Compliance And Other Matters 
 
In connection with our engagement to audit the financial statement of the Owsley 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 as items 2024-001, 2024-002, 2024-003, and 2024-004.  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.   
 
Views of Responsible Official and Planned Corrective Action  
 
Owsley County’s views and planned corrective action for the findings identified in our audit are included in the 
accompanying Schedule of Findings and Responses.  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, 

 
      Allison Ball 
      Auditor of Public Accounts 
      Frankfort, Ky 
December 5, 2024 
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OWSLEY COUNTY 
SCHEDULE OF FINDINGS AND RESPONSES 

 
For The Year Ended June 30, 2024 

 
 
FINANCIAL STATEMENT FINDINGS: 
 
2024-001 The Owsley County Fiscal Court Failed To Implement A Strong Internal Control System 
 
This is a repeat finding and was included in the prior year audit report as finding 2023-001.  The Owsley County 
Fiscal Court lacks adequate segregation of duties over revenues, disbursements, cash, and payroll.  It further did 
not have controls in place to ensure all funds of the fiscal court were included in the county’s financial statements, 
did not ensure that receipts and disbursements were recorded in the county’s financial statements, and did not 
ensure that those receipts and disbursements were consistently posted to the correct receipt and expenditure 
account codes.  As a result, the Owsley County Fiscal Court’s fourth quarter financial report was not an accurate 
representation of the financial activity of the fiscal court for the fiscal year ending June 30, 2024.  Furthermore, 
the following issues were noted:  
  
• The county changed software companies during the fiscal year ending June 30, 20 24.  The East Kentucky 

State Aid Funding for Emergencies (EKSAFE) Fund expenditures of $217,711 recorded with the previous 
software were not included in the county’s fourth quarter financial report. The EKSAFE Fund was not 
included in the county’s original budget. The county did include this fund in a budget amendment, but the 
amendment  was not approved by the Department for Local Government (DLG).  

• The county’s expenditures are $784,691 over the county’s approved budget.  
• The county treasurer did not prepare an annual treasurer’s settlement.  
• The Jail Fund has a negative fund balance of $3,846.  
• The county’s Revolving Payroll Account is not properly reconciled each month. The balance on June 30, 

2024, is $30,877; however, the account should be reconciled to zero each month.  
• The county posted $790,525 in local, state, and federal payments to an incorrect revenue account code (see 

finding 2024-003). 
• The county posted $250,425 in expenditures to an incorrect expenditure account code. In addition, there 

were four credit card expenditures either posted to incorrect account codes or we could not make a 
determination as to the expenditure’s purpose because the invoices were missing (see finding 2024-002).  

• Thirty-seven invoices tested totaling $1,763,373 were paid without an adequate purchase order that meets 
the DLG’s guidelines (see finding 2024-002).  

• The county did not receive a court order for interfund transfers.  During the year, the treasurer transferred a 
total of $1,260,100.  Fiscal court would approve transfers as needed and never received approval for actual 
transfer amounts.   

• The county failed to submit a financial report for the clerk’s storage fees to the Legislative Research 
Commission (LRC) as required by KRS 64.012.  

  
Due to a weak control environment, lack of adequate segregation of duties, material errors that were identified, 
and the potential for unidentified material errors due to a lack of strong internal controls over the financial 
reporting process, we cannot overcome these risks with additional audit procedures; therefore, we are unable to 
provide the fiscal court with an opinion on whether the financial statement is free from material misstatement.  A 
disclaimer of opinion will be issued.  
    
The fiscal court failed to adequately segregate the duties involved in recording receipts and disbursements, 
preparing monthly bank reconciliations, and preparing the fiscal court’s payroll.  Management also failed to 
provide adequate oversight regarding the former Owsley County Treasurer’s preparation of financial reports and 
payroll.     
  
The weak control environment resulted in material misstatements in the county’s financial statements.  The fiscal 
court’s fourth quarter financial statement and the underlying accounting records were materially misstated.  
When financial statements do not agree with the actual transaction amounts and are not reconciled to actual bank 
activity, the risk of material misstatement due to errors or fraud increases substantially.  
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OWSLEY COUNTY 
SCHEDULE OF FINDINGS AND RESPONSES 
For The Year Ended June 30, 2024 
(Continued) 
 
 
FINANCIAL STATEMENT FINDINGS: (Continued) 
 
2024-001 The Owsley County Fiscal Court Failed To Implement A Strong Internal Control System 

(Continued) 
 
Proper accounting procedures and internal controls require the financial statement to be supported with accurate 
underlying accounting records such as bank reconciliations and receipt and disbursement ledgers.  To ensure 
adequate oversight, the financial statement should be submitted to the fiscal court for review.  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.   
  
KRS 68.020(4) states that the county treasurer “shall keep an accurate detailed account of all money received 
and disbursed by him for the county and shall keep books of accounts of the financial transactions of the county 
in the manner required by the uniform system of accounting prescribed by the state local finance officer.”  
  
KRS 68.030 states, “[e]ach settlement made by the county treasurer shall be approved by the fiscal court in open 
court, and shall, by order of the fiscal court, be recorded by the county clerk in a book kept for that purpose.  The 
original shall be filed in the county clerk’s office and preserved as a record of the court.  All statements, vouchers, 
and other papers relating to the annual settlement shall be filed in the office of the county clerk, to be disposed 
of as the fiscal court directs.”   
  
These controls should include an individual independent of the accounting function reviewing the financial 
statements for accuracy and compliance with the DLG’s reporting requirements.  KRS 68.210 gives the State 
Local Finance Officer the authority to prescribe a uniform system of accounts.  The County Budget Preparation 
and State Local Finance Officer Policy Manual created pursuant to that authority outlines the necessary 
requirements of a purchase order system.  These requirements include listing the amount of the claim and the 
appropriation code to which the claim will be posted.  
  
KRS 68.280 states, “[t]he fiscal court may make provisions for the expenditure of receipts unanticipated in the 
original budget by preparing an amendment to the budget, showing the source and amount of the unanticipated 
receipts and specifying the budget funds that are to be increased thereby.  The amendment shall be submitted to 
the state local finance officer subject to the same provisions as the original budget.”  
  
KRS 68.300 states, “[a]ny appropriation made or claim allowed by the fiscal court in excess of any budget fund, 
and any warrant or contract not within the budget appropriation, shall be void.  No member of the fiscal court 
shall vote for any such illegal appropriation or claim.  The county treasurer shall be liable on his official bond 
for the amount of any county warrant willfully or negligently signed or countersigned by him in excess of the 
budget fund out of which the warrant is payable.”   
  
The DLG’s County Budget Preparation and State Local Finance Officer Policy Manual states, “[a]ll transfers 
require a court order.”  
  
Regarding the clerk’s storage funds, KRS 64.012(3)(b)(4) states, “[n]o later than July 1 of each year, the county 
clerk shall submit a report to the consolidated local government and the Legislative Research Commission 
detailing the receipts, expenditures, and any amounts remaining in the fund.”  In addition, strong internal controls 
dictate clerk storage funds would be accounted for in a separate fund and bank account to easily determine the 
amount to be used by the county clerk.  
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OWSLEY COUNTY 
SCHEDULE OF FINDINGS AND RESPONSES 
For The Year Ended June 30, 2024 
(Continued) 
 
 
FINANCIAL STATEMENT FINDINGS: (Continued) 
 
2024-001 The Owsley County Fiscal Court Failed To Implement A Strong Internal Control System 

(Continued) 
 
We recommend the fiscal court implement internal controls and management oversight over the financial 
reporting process such as:   
  
• A thorough review of the quarterly financial statements by someone independent of the accounting function 

to help detect misstatements and errors that have occurred.   
• Tracing transactions posted to the receipts and disbursements ledger to actual bank statement transactions.   
• Agreeing fund balances between the quarterly financial statements and bank reconciliations, agreeing bank 

balances per the bank statements to the quarterly financial statements, and monthly bank reconciliations.   
• Properly preparing a bank reconciliation for the Revolving Payroll Account, which accounts for all 

outstanding activity to ensure the account reconciles to zero each month.  
• Review ledgers to verify transactions have been recorded in the appropriate account codes.  Once the ledgers 

and reconciliations are deemed accurate, the reviewer should document their review and submit the quarterly 
financial statement to the fiscal court for review.   

• Prepare budget amendments for unanticipated revenue that will be appropriated as an expenditure, which is 
approved by the fiscal court and the DLG. 

• Prepare a treasurer’s settlement, which is approved by the fiscal court and filed in the county clerk’s office.  
• All interfund transfers be approved by the fiscal court prior to the transfer being made.   
• Submit clerk storage fee financial report to LRC by July 1 of each year.   
  
By implementing these procedures, the fiscal court can strengthen its internal control system, ensure accurate 
financial reporting, and deter misappropriation of assets.   

  
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Owsley County Fiscal Court has been under new administration since 
January 2023 and working diligently to fix any and all problems that have been an issue.  Owsley County Fiscal 
Court had a transfer in software program that handles keeping track of all record keeping.  Owsley County is 
continuing to work daily on ensuring that proper actions are taken on segregation of duties over revenues, 
disbursements, cash, and payroll.   
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OWSLEY COUNTY 
SCHEDULE OF FINDINGS AND RESPONSES 
For The Year Ended June 30, 2024 
(Continued) 
 
 
FINANCIAL STATEMENT FINDINGS: (Continued) 
 
2024-002 The Owsley County Fiscal Court Lacks Adequate Controls Over Disbursements  
 
This is a repeat finding and was included in the prior year audit report as finding 2023-005.  During fiscal                   
year 2024, the Owsley County Fiscal Court lacked proper controls over purchasing and disbursement procedures.  
The purchase order system in place did not operate correctly and was not in compliance with the DLG’s 
guidelines. The following deficiencies were noted:  
  
• Seven disbursements tested totaling $250,425 were posted to incorrect expenditure account codes.  
• One disbursement tested totaling $42,740 was made without adequate supporting documentation.  
• Nine disbursements tested totaling $525,097 were not presented to the fiscal court prior to payment.   
• Thirty-seven invoices tested totaling $1,763,373 were paid without an adequate purchase order that meets 

the DLG’s guidelines.  
• Ten disbursements tested totaling $823,098 did not have haul or delivery tickets attached to the billing 

statement to support the payments.  
• Encumbrances are not reported on the county’s financial statements as required by the DLG.  
• One disbursement tested for $38,093 with a payee of “adjustment” rather than the vendor that was paid.  
• One disbursement tested for $1,617 did not include a payee for the posting to the appropriations ledger.  
• One disbursement tested for $13,000 was voided but was still posted to the appropriations ledger.  
• One disbursement tested had a check number that was also used for two other disbursements posted to the 

ledgers.  
• Four transactions tested totaling $47,310 were paid to the Internal Revenue Service (IRS) for back taxes, 

penalties, and interest, dating as far back as 2018.  
• The county purchased a used excavator for $158,548 without advertising for bid.  The vendor has the state 

price contract; however, the equipment was used and needed to be advertised for bid.  
• The county purchased a bridge/culvert system without advertising for bid or verifying it was from a state 

price vendor.  
• The county paid $8,020 to a credit card company, which included interest and fees totaling $1,346 during 

the fiscal year.  This card was improperly used during the previous fiscal year and was subsequently 
cancelled by the county.  

• Of the county’s two new credit card billing statements tested, all receipts were not attached to the 
statements.  Furthermore, at least four expenditures were either posted to the wrong expenditure account 
code or we could not determine if it was posted correctly due to receipts not being available.  The check 
number for one of the credit card payments was also used for four other payments made to another vendor.  

  
These deficiencies were largely related to the fiscal court’s weak system of internal controls.  Management failed 
to implement adequate internal controls over the disbursements process.  
  
As a result of these deficiencies, it is unclear if all purchases were properly recorded on the financial 
statement.  Further, without an operating purchase order system, the fiscal court was not monitoring the budget 
effectively.   
  
KRS 68.210 gives the State Local Finance Officer the authority to prescribe a uniform system of accounts.  
Pursuant to KRS 68.210, the State Local Finance Officer has prescribed minimum accounting and reporting 
standards in the DLG's County Budget Preparation and State Local Finance Officer Policy Manual, which 
outlines the necessary requirements of a purchase order system.  These requirements include listing the amount 
of the claim and the appropriation code to which the claim will be posted.  Proper internal controls would require 
the purchase order number be noted on the related invoice.   
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OWSLEY COUNTY 
SCHEDULE OF FINDINGS AND RESPONSES 
For The Year Ended June 30, 2024 
(Continued) 
 
 
FINANCIAL STATEMENT FINDINGS: (Continued) 
 
2024-002 The Owsley County Fiscal Court Lacks Adequate Controls Over Disbursements (Continued) 
 
KRS 68.275(2) states, “[t]he county judge/executive shall present all claims to the fiscal court for review prior 
to payment[.]”  
  
KRS 424.260 requires that when procuring services, equipment, materials, or supplies at a cost exceeding 
$40,000, the county should make a newspaper advertisement for bids.  A county should determine its reasonable 
and anticipated needs for at least a year.  Strong internal controls over the awarding of bids would require that 
bid documents be maintained to support why each contract is awarded.   
    
We recommend that the fiscal court implement stronger internal controls over the disbursements process 
including ensuring all expenditures are properly posted to the correct expenditure account codes, supported by 
an invoice or bill; ensuring all expenditures are valid obligations of the fiscal court; properly document that all 
claims were presented to the fiscal court prior to payment; and implementing a functioning purchase order 
system.  We further recommend the county properly account for credit card payments by ensuring invoices are 
maintained to support the credit card bills and by ensuring the payments are properly posted to the correct 
account codes.  
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Owsley County Fiscal Court has been under new administration since 
January 2023 and working diligently to fix any and all problems that have been an issue.  Owsley County Fiscal 
Court had a transfer in software program that handles keeping track of all record keeping.  Owsley County is 
continuing to work daily on implementing a stronger internal control over the disbursements process including 
ensuring all expenditures are supported by an invoice or bill; ensuring all expenditures are valid obligations of 
the fiscal court; properly document that all claims were presented to the fiscal court prior to payment; ensuring 
all invoices are paid within thirty business days; and implementing a functioning purchase order system.  
 
2024-003 The Owsley County Fiscal Court Lacks Internal Controls Over Receipts 
 
This is a repeat finding and was included in the prior year audit report as finding 2023-004.  The Owsley County 
Fiscal Court lacks adequate internal controls over receipts.  During fiscal year 2024, the following errors were 
noted: 
 

• One $6,237 lease payment from AOC could not be found on the receipts ledger while another payment 
of $6,237 was misclassified. 

• One $1,500 Community Development Block  Grant payment could not be found on the receipts ledger. 
• One $57 payment from the sheriff could not be traced to the receipts ledgers. 
• Payments in the amount of $790,525 made to the fiscal court from local, state, and federal sources were 

not posted to the correct account code. 
 
Also, the fiscal court has off-site collections for the sale of gravel from a stockpile where citizens of the county 
can purchase gravel at the cost paid by the fiscal court.  Receipts are issued to customers; however, there are no 
daily checkout sheets and receipts are not being posted to the ledger daily.   
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OWSLEY COUNTY 
SCHEDULE OF FINDINGS AND RESPONSES 
For The Year Ended June 30, 2024 
(Continued) 
 
 
FINANCIAL STATEMENT FINDINGS: (Continued) 
 
2024-003 The Owsley County Fiscal Court Lacks Internal Controls Over Receipts (Continued) 
 
The Owsley County Fiscal Court operates a recreation center.  The recreation center collects receipts for events, 
room rentals, and the sale of concessions for events.  The receipts collected for these events and concession sales 
are routinely cash receipts.  There is no established process for these collections.  Receipts are not given to 
customers, daily checkout sheets are not prepared, and deposits are not made daily.  
 
The fiscal court failed to realize the importance of strong internal controls over reporting financial information.  
The errors were not detected because financial reports were not reviewed by another employee to ensure 
accuracy.  The fiscal court also failed to implement controls over the receipts process at the recreation center 
and for gravel sales.   
 
As a result, the fiscal court’s financial reports were materially misstated.  Failure to implement adequate controls 
over off-site collections could result in a misappropriation of assets. 
 
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 (DLG) showing receipts and disbursements, and to make 
other financial statements as the DLG requires.”  The reconciliation of deposits to a daily checkout sheet as well 
as a secondary review by someone who is not processing daily receipts are basic internal controls necessary to 
ensure the accuracy and reliability of financial reports.  Reviews of financial reports help detect inaccurate 
posting to the ledger.  
 
In addition, KRS 68.210 gives the State Local Finance Officer the authority to prescribe a uniform system of 
accounts.  Pursuant to KRS 68.210 the State Local Finance Officer has prescribed minimum accounting and 
reporting standards in the DLG’s County Budget Preparation and State Local Finance Officer Policy 
Manual.  The manual states, “Daily deposits intact into a federally insured banking institution.”  It also states, 
“Pre-numbered three-part receipt forms should be issued for all receipts.  Original to be given to payor, copy to 
be attached in sequential order to daily cash check-out sheet or daily deposit record, and copy to remain in file.”  
 
We recommend the fiscal court implement stronger internal controls over all receipts of the county.  All receipts 
should be recorded in the appropriate account code, deposits should be made daily, daily checkout sheets should 
be prepared, and an employee not involved in the receipts process should review all receipts. We also recommend 
any payment for off-site collections from a customer should be accompanied by triplicate receipts, daily checkout 
sheets should be prepared, daily deposits should be made, and a member of management should review collection 
activity.  
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Owsley County Fiscal Court has been under new administration since 
January 2023 and working diligently to fix any and all problems that have been an issue.  Owsley County Fiscal 
Court had a transfer in software program that handles keeping track of all record keeping.  Owsley County is 
continuing to work daily on implementing a stronger internal control over the receipt process including ensuring 
all receipt are being coded under the accurate code. 
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FINANCIAL STATEMENT FINDINGS: (Continued) 
 
2024-004 The Owsley County Fiscal Court Does Not Have Adequate Controls Over the Payroll Process 
 
This is a repeat finding and was included in the prior year audit report as finding 2023-006.  The Owsley County 
Fiscal Court’s internal controls over the payroll process were not operating effectively.  The following 
deficiencies were noted: 
 

• One of the 13 timesheets tested did not reflect the hours paid. 
• One employee was paid $528, but the fiscal court had approved pay of $547. 
• One of the 13 timesheets tested had sick leave taken that did not match the sick leave on the pay stub. 
• Posting errors in the amount of $49,035 were found in the payroll ledgers. 
• Three of six federal tax payments tested did not agree to the payroll reports. 
• Two of three state tax payments tested did not agree to the payroll reports. 
• Amounts from the fiscal court’s payroll reports do not agree to amounts on monthly retirement 

remittance reports. 
• Five retirement payments made during the year were late. 
• The fiscal court paid $3,000 in penalties to Kentucky Pension Plan Authority for late filing. 
• The Revolving Payroll Account is not being reconciled each month. 

 
The above deficiencies occurred as a result of the improper design and implementation of internal controls.  A 
lack of strong internal controls, including segregation of duties, over payroll could allow employees to be 
underpaid/overpaid and could create an unexplained ending balance in the Revolving Payroll Account.  This 
could also lead to incorrect payment of employee withholdings.  
 
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 monthly reconciliation of the 
Revolving Payroll Account is a basic internal control necessary to ensure the accuracy and reliability of financial 
reports.  Reconciling withholding payments made to underlying payroll reports ensures all obligations are being 
met and the fiscal court is not paying money it does not owe.  In addition, having adequate reviews throughout 
the payroll process ensures payroll disbursements are properly paid and recorded. 
 
We recommend the fiscal court develop and implement strong internal controls over payroll.  Taxes and 
retirement withheld should be paid promptly and reconciled to the underlying payroll reports.  Also, the 
Revolving Payroll Account should be reconciled monthly. 
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Owsley County Fiscal Court has been under new administration since  
January 2023 and working diligently to fix any and all problems that have been an issue.  Owsley County Fiscal 
Court had a transfer in software program that handles keeping track of all record keeping.  Owsley County is 
continuing to work daily on ensuring that all employees pay is being coded under the correct code. 
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