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

Independent Auditor’s Report 
 
Report on the Financial Statement 
 
We were engaged to audit the financial activity contained in the Fourth Quarter Financial Statement, which 
collectively comprises the financial statement of the Perry County Fiscal Court, for the year ended June 30, 2021. 
 
Management’s Responsibility 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 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. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on this financial statement based on our audit.  We conducted our 
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 Guide for Fiscal Court Audits issued by the Auditor of Public Accounts, 
Commonwealth of Kentucky.  Because of the matters described in the Basis for Disclaimer of Opinion 
paragraph, however, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an 
audit opinion. 
 
Basis for Disclaimer of Opinion 
 
During the audit, the county failed to establish adequate internal controls which resulted in the failure to maintain 
accurate and reliable supporting documentation.  Due to the risks identified, we were unable to perform sufficient 
audit procedures to overcome the risk of material misstatement. Therefore, we cannot issue an opinion on the 
Perry County Fiscal Court’s financial statement or give reasonable assurance the financial statement is free from 
material error or fraud.  
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To the People of Kentucky 
    The Honorable Andy Beshear, Governor 
    Holly M. Johnson, Secretary 
    Finance and Administration Cabinet 
    The Honorable Scott Alexander, Perry County Judge/Executive 
    Members of the Perry County Fiscal Court 
 
 
Disclaimer of Opinion 
 
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. Accordingly, 
we do not express an opinion on the financial statement. 
 
Other Matters  
 
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 Perry 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 
for Federal Awards (Uniform Guidance) is presented for purposes of additional analysis and is not a required 
part of the financial statement; however, it is required to be presented 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. The Schedule of Expenditures 
of Federal Awards is the responsibility of management. 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, 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 May 15, 2024, on our 
consideration of the Perry 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 Perry 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 Questioned Costs 
included herein, which discusses the following report findings: 
 
2021-001 The Perry County Fiscal Court Failed To Implement And Maintain An Effective Internal Control 

Environment  
2021-002 The Perry County Fiscal Court Should Seek Guidance On The Transfer Of Financial Management 

Activities Of The Sanitation District No.1 Of Perry County  
2021-003 The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Cash, Receipts, 

And The Reporting Process 
2021-004 The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Debt And 

Reporting 
2021-005 The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Disbursements 
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To the People of Kentucky  
    The Honorable Andy Beshear, Governor 
     Holly M. Johnson, Secretary 
    Finance and Administration Cabinet  
    The Honorable Scott Alexander, Perry County Judge/Executive 
    Members of the Perry County Fiscal Court 
 
 
Other Reporting Required by Government Auditing Standards (Continued) 
 
2021-006 The Schedule Of Expenditures Of Federal Awards Did Not Provide Sufficient And Appropriate 

Evidence To Support Compliance With Each Major Program 
2021-007 The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Federal 

Programs  
 
 

Respectfully submitted, 

 
      Allison Ball 
      Auditor of Public Accounts 
      Frankfort, KY 
May 15, 2024 
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The Honorable Scott Alexander, Perry County Judge/Executive 
Members of the Perry County Fiscal Court  
 

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 
 
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 contained in the Fourth Quarter Financial 
Statement, which comprises the financial statement of the of the Perry County Fiscal Court for the fiscal year 
ended June 30, 2021, and have issued our report thereon May 15, 2024.  Our report disclaims an opinion on the 
Fourth Quarter Financial Statement of the Perry County Fiscal Court because of failure to maintain sufficient 
supporting documentation and accounting records, not having segregation of duties, and management override 
of controls. 
 
Internal Control Over Financial Reporting  
 
In planning and performing our audit of the financial statement, we considered the Perry 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 Perry County Fiscal Court’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of the Perry 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 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 2021-001, 2021,002,         
2021-003, 2021-004, 2021-005, and 2021-006 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 Perry 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 2021-001, 2021-002, 2021-003, 2021-004, 
2021-005, and 2021-006.   
  
Views of Responsible Official and Planned Corrective Action  
 
Perry 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, 

 
      Allison Ball 
      Auditor of Public Accounts 
      Frankfort, KY 
May 15, 2024 
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The Honorable Scott Alexander, Perry County Judge/Executive 
Members of the Perry County Fiscal Court 

 
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 

 
Report on Compliance for Each Major Federal Program 
 
We were engaged to audit the Perry County Fiscal Court’s compliance with the types of compliance requirements 
described in the U.S. Office of Management and Budget (OMB) Compliance Supplement that could have a direct 
and material effect on each of the Perry County Fiscal Court’s major federal programs for the year ended                     
June 30, 2021. The Perry County Fiscal Court’s major federal programs are identified in the Summary of 
Auditor’s Results section of the accompanying Schedule of Findings and Questioned Costs.  
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its 
federal awards applicable to its federal programs.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Perry County Fiscal Court’s major 
federal programs based on our audit of the types of compliance requirements referred to above.  We conducted 
our audit of compliance 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 requirements of Title 2 U.S. Code of Federal Regulations 
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards (Uniform Guidance).  Those standards and the Uniform Guidance require that we plan and perform the 
audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program occurred.  An audit 
includes examining, on a test basis, evidence about the Perry County Fiscal Court’s compliance with those 
requirements and performing such other procedures as we considered necessary in the circumstances.  
 
Because of the matters described in the Basis for Disclaimer of Opinion paragraphs, we were not able to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion on compliance for major federal 
programs. 
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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) 
 
 
Basis for Disclaimer Opinion on CFDA 97.036 Disaster Grants - Public Assistance (Presidentially 
Declared Disasters)  
 
During the audit, the county failed to establish adequate internal controls which resulted in the failure to maintain 
accurate and reliable supporting documentation. Due to the risks identified, we were unable to perform sufficient 
audit procedures to overcome the risk of material misstatement and noncompliance. The significance of these 
matters, in the aggregate, prevents us from placing reliance on schedule of expenditures of federal awards and 
from expressing an opinion on the compliance requirements referred to above related to the major federal 
programs for the year ended June 30, 2021. 
 
Disclaimer of Opinion on CFDA 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. Accordingly, 
we do not express an opinion on the compliance requirements referred to above that could have a direct and 
material effect on the Perry County Fiscal Court’s major federal programs for fiscal year ended June 30, 2021. 
 
Basis for Disclaimer Opinion on CFDA 14.228 Community Development Block Grants  
 
During the audit, the county failed to establish adequate internal controls which resulted in the failure to maintain 
accurate and reliable supporting documentation. Due to the risks identified, we were unable to perform sufficient 
audit procedures to overcome the risk of material misstatement and noncompliance. The significance of these 
matters, in the aggregate, prevents us from placing reliance on schedule of expenditures of federal awards and 
from expressing an opinion on the compliance requirements referred to above related to the major federal 
programs for the year ended June 30, 2021. 
 
Disclaimer of Opinion on CFDA 14.228 – Community Development Block Grants 
 
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. Accordingly, 
we do not express an opinion on the compliance requirements referred to above that could have a direct and 
material effect on the Perry County Fiscal Court’s major federal programs for fiscal year ended June 30, 2021. 
 
Basis for Disclaimer Opinion on CFDA 23.002 Appalachian Area Development  
 
During the audit, the county failed to establish adequate internal controls which resulted in the failure to maintain 
accurate and reliable supporting documentation. Due to the risks identified, we were unable to perform sufficient 
audit procedures to overcome the risk of material misstatement and noncompliance. The significance of these 
matters, in the aggregate, prevents us from placing reliance on schedule of expenditures of federal awards and 
from expressing an opinion on the compliance requirements referred to above related to the major federal 
programs for the year ended June 30, 2021. 
 
Disclaimer of Opinion on CFDA 23.002 – Appalachian Area Development   
 
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. Accordingly, 
we do not express an opinion on the compliance requirements referred to above that could have a direct and 
material effect on the Perry County Fiscal Court’s major federal programs for fiscal year ended June 30, 2021. 
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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) 
 
 
Report on Internal Control Over Compliance 
 
Management of the Perry County Fiscal Court is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above.  In planning and 
performing our audit of compliance, we considered the Perry County Fiscal Court’s internal control over 
compliance with the types of requirements that could have a direct and material effect on each major federal 
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on internal control 
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on 
the effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on the 
effectiveness of the Perry County Fiscal Court’s internal control over compliance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control over compliance that might be 
material weaknesses or significant deficiencies, and therefore, material weaknesses or significant deficiencies 
may exist that have not been 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 2021-007 to be a material weakness. 
 
Perry County Fiscal Court’s response to the internal control over compliance finding identified in our 
engagement is described in the accompanying Schedule of Findings and Questioned Costs.  Perry County Fiscal 
Court’s response was not subjected to the auditing procedures applied in the engagement audit the 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, 

 
      Allison Ball 
      Auditor of Public Accounts 

Frankfort, KY 
May 15, 2024 
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PERRY COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 
For The Year Ended June 30, 2021 

 
 
Section I: Summary of Auditor’s Results 
 
Financial Statement 
 
Type of report the auditor issued on whether the financial statement audited was prepared in accordance with GAAP:  
Disclaimer on Regulatory Basis 
 
Internal control over financial reporting:  
 

Are any material weaknesses identified?  Yes  No 

Are any significant deficiencies identified?  Yes   None Reported 

Are any noncompliances material to financial statements 
noted?  Yes   No 

 
Federal Awards  
 
Internal control over major programs:  
 

Are any material weaknesses identified?  Yes  No 
Are any significant deficiencies identified?  Yes  None Reported 
Type of auditor’s report issued on compliance for major 
federal programs:  Disclaimer of Opinion 
Are any audit findings disclosed that are required to be 
reported in accordance with 2 CFR 200.516(a)?  Yes   No 

 
Identification of major programs:  
 

Assistance Listing Number                     Name of Federal Program or Cluster 
23.002                                                   Appalachian Area Development  
 
14.288                                                      Community Development Block Grants  
  
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?  Yes  No 
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PERRY COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2021 
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Section II: Financial Statement Findings 
 
2021-001 The Perry County Fiscal Court Failed To Implement And Maintain An Effective Internal Control 

Environment   
 
The Perry County Fiscal Court failed to establish adequate internal controls, which resulted in the failure to 
maintain accurate and reliable supporting documentation.  During the audit, auditors were unable to obtain audit 
documentation for several areas of the audit and additional time was given to obtain this documentation.  Once 
this documentation was obtained, this information was found to be inaccurate and unreliable to support audit 
objectives.   Due to the county’s failure to maintain adequate accounting records, and other failures noted below, 
the auditors were unable to perform sufficient audit procedures to overcome the significant risks. Therefore, we 
cannot provide the Perry County Fiscal Court an opinion or give reasonable assurance on whether the financial 
statement is free from material error or fraud or on compliance for each major federal program.  A disclaimer of 
opinion will be issued. 
 
The following issues were noted for audit procedures unable to be performed: 

• The Perry County Fiscal Court Should Seek Guidance On The Transfer Of Financial Management 
Activities Of The Sanitation District No. 1 Of Perry County  

• The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Cash, Receipts, And 
The Reporting Process 

• The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Debt And The 
Reporting Process 

• The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Disbursements  
• The Schedule Of Expenditures Of Federal Awards Did Not Provide Sufficient And Appropriate 

Evidence To Support Compliance With Each Major Program 
• The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Federal Programs 

 
The Perry County Fiscal Court did not provide sufficient oversight for management’s day-to-day financial 
activity of the county. Established internal control procedures were not followed to ensure compliance with laws 
and regulations.  
 
The Perry County Fiscal Court’s current practices could create an environment for potential undetected material 
misstatements in the financial statement 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.  If the Perry County Fiscal Court continues with poor 
financial practices and does not improve its 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 Perry County Fiscal Court cannot rely on nor have any confidence in the reports submitted by the Perry 
County Fiscal Court.  
 
Proper accounting procedures and internal controls require the financial statement be supported with accurate 
underlying accounting records. Strong internal controls over financial reporting are vital to ensuring the fiscal 
court’s financial statement accurately reflects the financial activity of the fiscal court and ensures compliance 
with applicable 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.  
 
2 CFR 200.303 states, in part, "The 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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Section II: Financial Statement Findings (Continued) 
 
2021-001 The Perry County Fiscal Court Failed To Implement And Maintain An Effective Internal Control 

Environment  (Continued) 
 
We recommend the 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 to ensure sufficient 
accounting records are maintained to support transactions, ensure accounts are reconciled, 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 complete and accurate financial reports are completed and that the county is 
in compliance with each major federal programs’ guideline. This finding will be referred to the Kentucky 
Department for Local Government. 
 
County Judge/Executive’s Response:  Internal controls have been implemented so records are more detailed.  
We have also switched to new software that will assist with reporting. 
 
2021-002 The Perry County Fiscal Court Should Seek Guidance On The Transfer Of Financial Management 

Activities Of The Sanitation District No. 1 Of Perry County 
 
During the previous fiscal year, the Sanitation District No. 1 of Perry County and the Perry County Fiscal Court 
agreed that the fiscal court would take over financial accounting of the sanitation district. Once the county started 
maintaining the bank accounts, the county treasurer included the sanitation district maintenance and operation 
account on the fourth quarter financial statement.  The county treasurer did not include all receipts or 
disbursements of the Sanitation District No. 1 on the fourth quarter financial statement. 
 
Per the minutes of the fiscal court, the county would receive all the funds, and the sanitation district would 
approve the expenditures before the treasurer wrote the check.  However, the fiscal court added these sanitation 
claims to the fiscal court claims list and the fiscal court approved these claims.  Once the claims were approved, 
the county treasurer and county judge/executive would sign the checks.  Therefore, no documented oversight 
from the sanitation board was obtained for these expenditures. 
 
The county judge/executive, county treasurer, fiscal court members, and the sanitation district board members 
have not determined how the sanitation fund should operate, causing inconsistency in how claims were approved 
and paid during the audit period.  In addition, no documented oversight and review procedures were in place to 
ensure funds were expended for their intended purpose. 
  
The fiscal court did not follow guidelines set forth by the Department for Local Government (DLG) for handling 
public funds.  In addition, the sanitation district did not document its approved bills prior to the fiscal court 
voting on the bills to be paid by the county treasurer.  The resulting effect is neither entity complied with its 
given mandates and created confusion to the taxpayer on the responsibilities of each entity. 
 
The Department for Local Government (DLG), under the authority of KRS 68.210, gives the state local finance 
officer the authority to prescribe minimum requirements for handling public funds. According to the County 
Budget Preparation and State Local Finance Officer Policy Manual, the uniform system of accounts requires 
the original budget and amendments to agree to the quarterly reports.   
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Section II: Financial Statement Findings (Continued) 
 
2021-002 The Perry County Fiscal Court Should Seek Guidance On The Transfer Of Financial Management 

Activities Of The Sanitation District No. 1 Of Perry County (Continued) 
 
In addition, KRS 68.240 defines the duties of fiscal court as “(1) The county judge/executive shall annually 
prepare a proposed budget for the expenditure of all funds, including those from state and federal sources, which 
are to be expended by the fiscal court in the next fiscal year. The proposed budget shall be classified into budget 
units as outlined in subsection (2) of this section. In addition to preparing a reasonable estimate of the funds 
actually needed for both general and special purposes, the county judge/executive shall prepare an estimated 
statement of receipts to be anticipated from local, state and federal sources. The county judge/executive shall 
submit the proposed budget and estimate of receipts to the fiscal court by May 1 of each year.”  Lastly, good 
internal controls require documented policies and procedures to be put in place to ensure sufficient oversight and 
administration of all county funds. 
 
We recommend the fiscal court seek written guidance from the county attorney and the Department for Local 
Government to determine any and all legal ramifications of taking over the financial duties of a separate entity.  
In addition, we recommend the fiscal court properly budget and account for any and all monies received and 
deposited into the custody of the fiscal court.     
 
County Judge/Executive’s Response:  Perry County has transferred the sanitation account to Chris Gooch, CPA, 
located 132 E Main St. Hazard, KY. 
 
2021-003 The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Cash, Receipts, 

And The Reporting Process 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-006. The county lacks 
proper internal controls over the cash, receipt, and reporting functions. We noted the following:  
 

• During the review of bank reconciliations, a check written for health insurance in the amount of $63,775 
was listed as an outstanding check.  However, the check number listed was not the check number that 
cleared the bank.  The original check was found, and upon investigation, the auditor’s noted the check 
was reissued to the vendor.  However, the original check was not voided in the system.  This check was 
recorded in the ledgers in fiscal year 21 and fiscal year 22. 

• There was no documented evidence of the review of bank reconciliations, bank statements, and deposits 
by someone independent of the recording and reporting functions. 

• The fourth quarter report and bank reconciliations were incorrect. 
• The Road Fund is owed monies from the Jail Fund due to an occurrence in the fiscal year ending                    

June 30, 2018, that has not been remedied. As a result, the Jail Fund owes the Road Fund $201,601. 
• The payroll account was not properly reconciled. 
• The county failed to reconcile and prepare a financial statement for the justice center corporation fund.  
• The county failed to include $206,133 in the jail fund for unused proceeds from the refinancing of a 

bank note. 
• The fiscal court failed to approve cash transfers between county funds. 

 
The county failed to implement internal controls over the cash, receipt, and reporting processes.  Without having 
proper internal controls over the cash, receipt, and reporting processes, the county could be at risk for 
misappropriation of assets and/or inaccurate financial reporting. Transferring of funds for uses other than those 
prescribed by law may result in penalties, fines, or funds being required to be returned. 
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Section II: Financial Statement Findings (Continued) 
 
2021-003 The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Cash, Receipts, 

And The Reporting Process (Continued) 
 
The quarterly report is a cumulative report and is prepared on a regulatory basis by the county judge/executive 
and the county treasurer pursuant to KRS 68.210.  KRS 68.210 states, “[t]he administration of the county uniform 
budget system shall be under the supervision of the state local finance officer who may inspect and shall 
supervise the administration of accounts and financial operations and shall prescribe and shall install, by July 1, 
1985, a system of uniform accounts for all counties and county officials.” This uniform system of accounts, as 
outlined in the Kentucky Department for Local Government’s (DLG) County Budget Preparation and State 
Local Officer Policy Manual, requires the fourth quarter financial report to be utilized for reporting. Also, DLG’s 
County Budget Preparation and State Local Finance Officer Policy Manual requires daily deposits be made 
intact into a federally insured banking institution. 
 
KRS 68.110 prohibits the use of funds from road fund monies for other purposes not associated with roads 
stating, “[t]he fiscal court shall not in any year expend any money in excess of the amount annually levied and 
collected for that year or levied, collected or appropriated for any special purpose.” However, the road fund is 
permitted to transfer, based on the road cost allocation sheet provided by the Department for Local Government, 
monies to the general fund.  Furthermore, compensating controls over the cash and reconciliation functions when 
staff is limited is essential for providing protection from asset misappropriation and/or fraud. 
 
We recommend the fiscal court separate the duties of the cash and reconciliation process.  If these duties cannot 
be segregated due to limited staff or limited budget, then strong oversight should be provided to the employee 
responsible for these duties. 
 
County Judge/Executive’s Response: We will implement stringent internal controls, conduct regular 
reconciliations, and establish clear procedures for cash handling, receipts, and financial reporting to 
ensure accuracy and accountability. 
 
2021-004 The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Debt And 

Reporting 
 
This is a repeat finding and was included in the prior year audit report as findings 2020-007, 2020-008,           
2020-009, and 2020-011. The county lacks proper internal controls over debt and reporting functions. During 
the audit, the treasurer had to obtain bank statements regarding the debt issued from a third party.  Therefore, no 
personnel at the county level were reviewing, tracking, or posting these transactions to the financial statement.  
In addition, we noted the following: 
 

• The Perry County Fiscal Court did not budget for and record all debt related disbursements. 
• The Perry County Fiscal Court failed to properly disclose debt on the quarterly financial report. 
• The Perry County Fiscal Court obtained financing in the form of a promissory note that exceeds the 

allowable term permitted. 
• The Perry County Fiscal Court failed to maintain proper accounting records for the Justice Center 

Corporation Fund. 
 
The county failed to implement sufficient monitoring over the debt and reporting process. 
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Section II: Financial Statement Findings (Continued) 
 
2021-004 The Perry County Fiscal Court Did Not Maintain Adequate Internal Controls Over Debt And 

Reporting (Continued) 
 
Failure to maintain proper internal controls over debt and the reporting processes could cause the county to be 
at risk for misappropriation of assets and/or inaccurate financial reporting.  The fiscal court cannot make effective 
management decisions as it relates to debt service outstanding each fiscal year due to incorrect financial records.  
The occurrence described above resulted in the liabilities information not accurately being presented to 
management, regulatory agencies, and other users of the information.  Also, adjustments to include this activity 
on the fourth quarter financial report resulted in county appropriations exceeding the approved budget.  In 
addition, since the promissory note term extends past the end of the fiscal year, it directly violates the Short-term 
Borrowing Act (KRS 65.7701 – 65.7721).  

 
KRS 68.300 states, in part, “[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.” KRS 68.280 gives 
fiscal courts the ability to amend the budget, when necessary, which would have prevented appropriations from 
exceeding the approved budget. Because the fiscal court is obligated for these financing obligations, all debt 
should be budgeted for and recorded. 
 
KRS 68.210 gives the state local finance officer the authority to prescribe a uniform system of accounts as set 
forth in the Department for Local Government’s (DLG) County Budget Preparation and State Local Finance 
Officer Policy Manual.  DLG’s manual requires the liabilities section of the fourth quarter financial report to 
include the following information: multi-year issues, budget account code, description of issue, term, current 
interest rate, issue date, total principal account, total interest amount, total issue, principal balance remaining, 
interest balance remaining, less reserve earnings, net outstanding, next payment due, final payment due, short 
term liabilities, and total outstanding debt. 
 
KRS 65.7707 requires that “[n]otes payable shall mature on a date determined by the governing body which 
shall be no later than the last day of the fiscal year in which the notes are issued. Interest on notes from the date 
thereof shall be payable at their maturity or payable in installments at earlier dates. Interest on the notes may be 
at a rate, rates or method of determining rates the governing body of the governmental agency unit may 
determine.”  
 
We recommend the fiscal court implement policies and procedures to ensure proper monitoring of debt and the 
reporting process.  In addition, we recommend the fiscal court properly disclosure all debt on the quarterly 
financial reports and the county follow the requirements of Kentucky Revised Statutes noted above by budgeting 
all fiscal court disbursements, amending the budget as necessary to reflect any unanticipated receipts and 
disbursements, and when seeking financing in the future. 
 
County Judge/Executive’s Response: Perry County Fiscal Court will establish comprehensive internal 
controls, conduct regular audits, and implement strict monitoring procedures for debt management and 
financial reporting. 
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Section II: Financial Statement Findings (Continued) 
 
2021-005 The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Disbursements 
 
This is a repeat finding and was included in the prior year finding 2020-014 and 2020-016. The fiscal court did 
not follow proper procedures and requirements for disbursements of county funds. In addition, the Perry County 
Fiscal Court did not comply with competitive bidding requirements.  The follow deficiencies were noted during 
the testing: 
 

• Five invoices did not have sufficient supporting documentation totaling $10,346. 
• 116 disbursements were missing purchase orders totaling $6,864,704. 
• 37 disbursements were not paid within 30 days totaling $1,301,815. 
• Five invoices supporting credit card purchases were not provided totaling $264. 
• Two credit card invoices showed paid finance charges of $78. 
• Three credit card invoices showed paid sales tax totaling $110. 
• Five credit card invoices showed no purchase orders totaling $3,554. 
• Did not maintain proper bid files for the service of excavation and removal of slide material in the 

amount of $75,000. 
• The treasurer did not report accurate encumbrances on the fourth quarter report. 
• The county’s disbursements exceeded approved budgeted appropriations. 

 
The county failed to implement sufficient monitoring over the disbursement process.  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. The internal control deficiencies noted above 
resulted in noncompliance with Kentucky Revised Statues and potential for the misappropriation of assets. 
 
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), “[p]urchases shall not be made without approval by the judge/executive (or designee), 
and/or a department head.”   
 
In addition, according to the fiscal court’s administrative code, “[a]ll purchases of items of like or similar nature 
in excess of $[3]0,000 in a fiscal year shall be advertised for bids, except otherwise provided in this 
Administrative Code.  Items normally supplied as a unit shall not be artificially divided for the purpose of 
avoiding the competitive bidding procedure of this Administrative Code.”  See KRS 424.260 for additional 
guidance on bids for materials, supplies, equipment, and services and their exceptions.  
 
KRS 65.140 states, “all bills for goods or services shall be paid within thirty (30) working days of receipt of a 
vendor's invoice[.]” 
 
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. 
 
County Judge/Executive’s Response: Perry County Fiscal Court will enforce robust internal control 
procedures, require dual authorization for disbursements, and perform regular audits to ensure proper 
handling of funds. 
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Section II: Financial Statement Findings (Continued) 
 
2021-006 The Schedule Of Expenditures Of Federal Awards Did Not Provide Sufficient And Appropriate 

Evidence To Support With The Compliance With Each Major Program   
 
The county is required to provide the Department of Local Government (DLG) with a Schedule of Federal 
Awards (SEFA) at the end of the fiscal year when the final fourth quarter financial statement is submitted.  The 
county failed to provide the DLG with the SEFA.  When the audit began, auditors requested a SEFA from the 
county treasurer and, after additional time was given, a SEFA was completed.  The SEFA provided was 
materially incorrect.  The following items were found: 
 

• $288,912 of expenditures were omitted from the SEFA.  
• $216,625 of expenditures were not recorded in the correct disaster category on the SEFA.  
• $112,626 of expenditures were included on the SEFA that should not have been included.  

 
The fiscal court was aware of this requirement but failed to fulfill the requirement to prepare and submit the 
SEFA to DLG. The misstatements are the result of a lack of knowledge on the correct way to track and report 
federal expenditures. The fiscal court failed to implement internal control procedures to ensure the SEFA was 
accurate and complete. As a result, we were unable to determine whether Perry County Fiscal Court complied 
with requirements applicable to the program. 
 
When grantees do not implement internal controls to properly oversee administration of federal programs, they 
cannot ensure they are adhering to federal grant compliance requirements and accounting for all disbursements 
of appropriate documents. This deficiency could result in noncompliance with the federal grant agreements and 
affect the fiscal court’s ability to receive federal funds in the future.  
 
KRS 68.210 states, “[t]he administration of the county uniform budget system shall be under the supervision of 
the state local finance officer who may inspect and shall supervise the administration of accounts and financial 
operations and shall prescribe and shall install a system of uniform accounts for all counties and county officials.”  
The Department for Local Government’s County Budget Preparation and State Local Finance Officer Policy 
Manual states that a Schedule of Expenditures of Federal Awards is required to be maintained under the uniform 
system of accounts.  
 
2 CFR 200.303 states, in part, "The 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.” 
 
We recommend the fiscal court establish and maintain effective internal control over the federal awards and 
provide 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. We also recommend the fiscal 
court contact the Department for Local Government for guidance on how to resolve this issue. 
 
County Judge/Executive’s Response:  We will enhance our documentation procedures, ensure detailed record 
keeping, and regularly review compliance requirements to provide sufficient and appropriate evidence for each 
major program. 
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Section III:  Federal Award Findings And Questioned Costs 
 
2021-007 The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Federal Programs 
 
Federal Program: CFDA #97.036 – Disaster Grants - Public Assistance (Presidentially Declared Disasters) 

- Award Number and Year: Multiple Years 
- Federal Agency: U.S. Department of Homeland Security  
- Pass Through Agency: Kentucky Department of Military Affairs  

Federal Program: CFDA #23.002 – Appalachian Area Development  
- Award Number and Year: Multiple Years 
- Federal Agency: Appalachian Regional Commission (ARC)                        
- Pass Through Agency: Kentucky Department for Local Government 

Federal Program: CFDA #14.288 – Community Development Block Grants 
- Award Number and Year: Multiple Years 
- Federal Agency:  United States Department of the Treasury                  
- Pass Through Agency: Kentucky Department for Local Government 

Compliance Requirements: Activities Allowed or Unallowed, Allowable Costs/Cost Principles, Cash 
Management, Equipment and Real Property Management, Matching and Level of Effort, Period of Performance, 
Procurement and Suspension and Debarment, Reporting, and Special Test 
Type of Finding: Compliance and Internal Control  
Amount of Questioned Costs: None  
Effect on Audit Opinion: Disclaimer of Opinion 
 
Due to issues found during the audit of the financial statement of the Perry County Fiscal Court, we cannot rely 
on the design and implementation of the internal controls with the types of compliance requirements that could 
have a direct and material effect on each major program.  The internal control structure discussed in finding 
2021-001, increases the risk associated with federal awards since these transactions are processed in the same 
internal control environment as other county expenditures where numerous problems have been noted.  
 
The Perry County Fiscal Court did not provide sufficient oversight for management’s day-to-day financial 
activity of the county. Without sufficient oversight, management did not follow established internal control 
procedures or ensure compliance with laws and regulations.  
 
The Perry County Fiscal Court’s current practices could create an environment for potential undetected material 
misstatements in the financial statement 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.  As a result, there is an increased risk that the Perry 
County Fiscal Court is not in compliance with the requirements that have a direct and material effect on each 
major program.  
 
To comply with Uniform Guidance requirements regarding federal grants, the entity must establish adequate 
internal controls to ensure compliance with each major program’s applicable compliance requirements. 
 
2 CFR 200.303 states in part, "The 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.” 
  
We recommend the fiscal court ensure that internal controls exist over federal awards and design and implement 
internal controls that will ensure material compliance with applicable requirements for all federal awards. 
 

https://singleaudit.org/program?id=21.027
https://singleaudit.org/agency?id=21
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Section III:  Federal Award Findings And Questioned Costs 
 
2021-007 The Perry County Fiscal Court Failed To Implement Proper Internal Controls Over Federal Programs 

(Continued) 
 
Views of Responsible Official and Planned Corrective Action: 
 
County Judge/Executive’s Response:  Perry County Fiscal Court will enhance internal controls by providing 
training for staff on federal compliance requirements, and regularly review and audit federal program 
activities. 
 
Section IV:  Summary Schedule of Prior Audit Findings 
 

Finding 
Number Prior Year Finding Title Status Corrective Action

2020-001 The County Failed To Provide Adequate Oversight Over All 
Accounting And Financial Management Practices Unresolved See Corrective Action Plan 

2021-001

2020-002
The Perry County Fiscal Court Did Not Amend Its Budget 
To Reflect The Transfer Of The Financial Management 
Activities Of The Sanitation District No. 1 Of Perry County

Unresolved See Corrective Action Plan 
2021-002

2020-003 The Treasurer Did Not Prepare An Annual Settlement In 
Accordance With KRS 68.020 Unresolved

Training has been provided to 
ensure future reports are 
created correctly.

2020-004 The Perry County Fiscal Court Did Not Obtain Proper 
Approval For All Budget Amendments Unresolved

Training has been provided to 
ensure future amendments are 
reported and properly handled.

2020-005 The Perry County Fiscal Court Did Not Properly Reconcile 
The Payroll Revolving Account Unresolved

Training has been provided and 
a schedule has been set in 
place to ensure 
reconciliations are done on 
time.

2020-006
The Perry County Fiscal Court Did Not Maintain Adequate 
Internal Controls Over Cash, Receipts, And The Reporting 
Process

Unresolved See Corrective Action Plan 
2021-003

2020-007 The Perry County Fiscal Court Failed To Properly Disclose 
Debt On The Quarterly Financial Report Unresolved See Corrective Action Plan 

2021-004

2020-008 The Perry County Fiscal Court Did Not Properly Budget 
For And Record All Debt-Related Disbursements Unresolved See Corrective Action Plan 

2021-004

2020-009
The Perry County Fiscal Court Failed To Maintain Proper 
Accounting Records For The Justice Center Corporation 
Fund

Unresolved
Policies have been updated 
and training has been provided 
to ensure future compliance.

2020-010 The Perry County Fiscal Court Failed To Make Continuing 
Financial Disclosures Required By Bond Agreements Unresolved Copies of all Bond 

Agreements are now on file.
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Finding 
Number Prior Year Finding Title Status Corrective Action

2020-011
The Perry County Fiscal Court Obtained Financing In The 
Form Of A Promissory Note That Exceeds The Allowable 
Term Permitted

Unresolved Training has been provided.

2020-012 The Perry County Fiscal Court’s Disbursements Exceeded 
Approved Budgeted Appropriations Unresolved

Training has been provided to 
follow DLG guidelines for 
budget amendments.

2020-013
The Perry County Fiscal Court Failed To Implement 
Controls Over Payroll Process And Approve Pay Rates For 
County Employees On An Annual Basis

Unresolved

Signatures are now required to 
be on every timesheet.  All 
Department Heads Have been 
instructed to review the 
timesheets and sign once 
approved.

2020-014 The Perry County Fiscal Court Failed To Implement Proper 
Internal Controls Over Disbursements Unresolved Training has been provided.

2020-015 The Treasurer Did Not Report Accurate Encumbrances On 
The Fourth Quarter Report Unresolved Training has been provided.

2020-016 The Perry County Fiscal Court Did Not Comply With 
Competitive Bidding Requirements Unresolved

We were in a state of 
emergency. We believed we 
did not have to bid on certain 
projects. Training has been 
provided.

2020-017
The Perry County Fiscal Court Has $201,285 Of 
Questioned Costs For The Coronavirus Relief Fund Federal 
Program

Unresolved

We are reviewing all 
transactions to obtain 
supporting documentation to 
ensure all expenditures 
comply with federal 
guidelines.
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