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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 Jeff Noble, Breathitt County Judge/Executive 
    Members of the Breathitt County Fiscal Court 
 
Report on the Audit of the Financial Statement 
 
Disclaimer of Opinion  
 
We were engaged to audit the financial activity contained in the fourth quarter financial statement, of the 
Breathitt County Fiscal Court, for the year ended June 30, 2023.   
 
We do not express an opinion on the accompanying financial activity of the Breathitt County Fiscal Court. 
Because of the significance of the matters described in the Basis for Disclaimer of Opinion section of our report, 
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on 
the financial activity.   
 
Basis for Disclaimer of Opinion  
 
During the audit, significant risks were identified, including failure to maintain sufficient supporting 
documentation and accounting records, not having segregation of duties, and management override of controls. 
Due to the county’s failure to maintain adequate accounting records, and other failures noted, we were unable to 
perform sufficient audit procedures to overcome the significant risks.  Therefore, we cannot issue an opinion on 
the Breathitt County Fiscal Court’s financial statement or give reasonable assurance the financial statement is 
free from material error or fraud. 
 
Responsibilities of Management for the Financial Statement  
 
Breathitt County Fiscal Court’s management is responsible for the preparation and fair presentation of the 
financial statement in accordance with accounting practices prescribed or permitted by the Department for Local 
Government to demonstrate compliance with the Commonwealth of Kentucky’s regulatory basis of accounting 
and budget laws.  This includes determining that the regulatory basis of accounting is an acceptable basis for the 
preparation of the financial statement in the circumstances.  Management is also responsible for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of a 
financial statement that is free from material misstatement, whether due to fraud or error. 
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To the People of Kentucky 
    The Honorable Andy Beshear, Governor  
    Holly M. Johnson, Secretary  
    Finance and Administration Cabinet  
    The Honorable Jeff Noble, Breathitt County Judge/Executive      
    Members of the Breathitt County Fiscal Court 
 
 
Auditor’s Responsibilities for the Audit of the Financial Statement  
 
Our responsibility is to conduct an audit of Breathitt County Fiscal Court’s financial statement in accordance 
with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States and to issue an auditor’s report. However, because of the matter described in the Basis for Disclaimer of 
Opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis 
for an audit opinion on the financial statement.  
 
We are required to be independent of the Breathitt County Fiscal Court and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit.  
 
Other Matter  
 
We were engaged for the purpose of forming an opinion on the financial activity contained in the Fourth Quarter 
Financial Report, which comprises the financial statement of the Breathitt County Fiscal Court. The Schedule 
of Expenditures of Federal Awards, as required by the audit requirements of Title 2 U.S. Code of Federal 
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards (Uniform Guidance), is presented for the purpose of additional analysis and is not a required 
part of the financial statement. Because of the significance of matters described in the Basis for Disclaimer of 
Opinion paragraph and our inability to rely on underlying financial records, it is inappropriate to and we do not 
express an opinion on the supplementary information referred to above.   
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated May 7, 2024, on our 
consideration of the Breathitt County Fiscal Court’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.  
The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of internal 
control over financial reporting or on compliance.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Breathitt County Fiscal Court’s internal 
control over financial reporting and compliance. 
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To the People of Kentucky 
    The Honorable Andy Beshear, Governor 
    Holly M. Johnson, Secretary 
    Finance and Administration Cabinet 
    The Honorable Jeff Noble, Breathitt County Judge/Executive 
    Members of the Breathitt County Fiscal Court 
 
 
Other Reporting Required by Government Auditing Standards (Continued) 
 
Based on the results of our audit, we present the accompanying Schedule of Findings and Questioned Costs 
included herein, which discusses the following report findings: 
 
2023-001 The Breathitt County Fiscal Court Failed To Implement And Maintain An Effective Internal 

Control Environment 
2023-002 The Breathitt County Fiscal Court Did Not Maintain Supporting Documentation In The Amount                 

Of $723,195 Of Occupational Tax Receipts 
2023-003 The Breathitt County Fiscal Court Failed To Implement Proper Internal Controls Over 

Disbursements 
2023-004 Internal Controls, Review Procedures, And Oversight For Payroll Processing Are Not Adequate 
2023-005 The Breathitt County Fiscal Court Did Not Establish And Maintain Effective Internal Controls Over 

Compliance With FEMA Requirements 
 
 
      Respectfully submitted, 

 
      Allison Ball 
      Auditor of Public Accounts 
      Frankfort, Ky 
May 7, 2024 



Page 4 

 

BREATHITT COUNTY OFFICIALS 
 

For The Year Ended June 30, 2023 
 
 

Fiscal Court Members:

Jeff Noble County Judge/Executive

Brenda Terry (1/1/2023 - Present) Magistrate

Donnie Bush (7/1/22 - 12/31/2022) Magistrate

Ryan Cheney (1/1/2023 - Present) Magistrate

Roy Oakley Herald (7/1/22 - 12/31/2022) Magistrate

Drewey Lovins (1/1/2023 - Present) Magistrate

Ray Moore (7/1/22 - 12/31/2022) Magistrate

John Marshall (1/1/2023 - Present) Magistrate

Ellis Tincher  (7/1/22 - 12/31/2022) Magistrate

Other Elected Officials:

Brendon Miller County Attorney

Joel W. Gross Jailer

Mary R. Curtis County Clerk

James E. Turner II Circuit Court Clerk

John Hollan Sheriff

Ervine Allen Property Valuation Administrator

Hargis Epperson Coroner

Appointed Personnel:

Matthew Hudson County Treasurer

Crystal Deaton Chief Financial Officer

Bridgette Fugate Occupational Tax Collector
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BREATHITT COUNTY 
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For The Year Ended June 30, 2023 
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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 Jeff Noble, Breathitt County Judge/Executive 
Members of the Breathitt County Fiscal Court  
 
We were engaged to audit, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards issued by 
the Comptroller General of the United States, the financial activity contained in the fourth quarter financial 
statement of the Breathitt County Fiscal Court for the fiscal year ended June 30, 2023, and have issued our report 
thereon dated May 7, 2024.  Our report disclaims an opinion on the financial statement because the failure to 
maintain sufficient supporting documentation and accounting records, failure to have segregation of duties, and 
management override of controls, created an environment in which financial records were inaccurate and funds 
could be misappropriated. 
 
Report on Internal Control Over Financial Reporting  
 
In connection with our engagement to audit the financial statement, we considered the Breathitt County Fiscal 
Court’s internal control over financial reporting (internal control) as a basis for designing audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the financial statement, but not 
for the purpose of expressing an opinion on the effectiveness of the Breathitt County Fiscal Court’s internal 
control.  Accordingly, we do not express an opinion on the effectiveness of the Breathitt County Fiscal Court’s 
internal control.   
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting 
that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or significant 
deficiencies may exist that 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 2023-001, 2023-002,                 
2023-003, and 2023-004 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) 
 
 
Report on Compliance And Other Matters 
 
In connection with our engagement to audit the financial statement of the Breathitt County Fiscal Court, we 
performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a direct and material effect on the financial statement.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion.  The results of our tests disclosed instances of noncompliance or other matters 
that are required to be reported under Government Auditing Standards and which are described in the 
accompanying Schedule of Findings and Questioned Costs as items 2023-001, 2023-002, 2023-003, and 2023-
004.  Additionally, if the scope of our work had been sufficient to enable us to express opinions on the basic 
financial statements, other instances of noncompliance or other matters may have been identified and reported 
herein. 
 
Views of Responsible Official and Planned Corrective Action  
 
Government Auditing Standards requires the auditor to perform limited procedures on the Breathitt County’s 
response to the findings identified in our audit and described in the accompanying Schedule of Findings and 
Questioned Costs.  The county’s response was not subjected to the auditing procedures applied in the audit of 
the financial statement, and accordingly, we express no opinion on it. 
 
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 7, 2024 
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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 

 
Independent Auditor’s Report 

 
The Honorable Jeff Noble, Breathitt County Judge/Executive 
Members of the Breathitt County Fiscal Court 
 
Report on Compliance for Each Major Federal Program 
 
Adverse Opinion 
 
We have audited Breathitt County Fiscal Court’s compliance with the types of compliance requirements 
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on 
each of Breathitt County Fiscal Court’s major federal programs for the year ended June 30, 2023. The Breathitt 
County Fiscal Court’s major federal program is identified in the Summary of Auditor’s Results section of the 
accompanying Schedule of Findings and Questioned Costs. 
 
Adverse Opinion on ALN #97.036 Disaster Grants – Public Assistance (Presidentially Declared Disasters) 
 
In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion paragraph, 
Breathitt County Fiscal Court did not comply in all material respects, with compliance requirements that could 
have a direct and material effect on ALN 97.036.  
 
Basis for Adverse of Opinion on ALN #97.036 Disaster Grants – Public Assistance (Presidentially 
Declared Disasters) 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America (GAAS); the standards applicable to financial audits contained in  Government Auditing 
Standards issued by the Comptroller General of the United States (Government Auditing Standards); and the 
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under 
those standards and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit 
of Compliance section of our report. 
 
We are required to be independent of Breathitt County Fiscal Court and to meet our other ethical responsibilities, 
in accordance with relevant ethical requirements relating to our audit.  We believe that the audit evidence we 
have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major 
federal program.  Our audit does not provide a legal determination of Breathitt County Fiscal Court’s compliance 
with the compliance requirements referred to above. 
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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) 
 
 
Matters Giving Rise to Adverse Opinion on ALN #97.036 Disaster Grants – Public Assistance (Presidentially 
Declared Disasters) 
 
During the audit, significant risks were identified, including failure to maintain sufficient supporting 
documentation and accounting records, lack of segregation of duties, and management override of controls.  Due 
to the county’s failure to maintain adequate accounting records, and other failures noted, we were unable to 
perform sufficient audit procedures to overcome the significant risks.  The significance of these matters, in the 
aggregate, prevents us from placing reliance on the schedule of expenditures of federal awards and from 
obtaining audit evidence supporting Breathitt County Fiscal Court’s compliance with (state compliance areas) 
applicable to ALN #97.036 Disaster Grants – Public Assistance (Presidentially Declared Disasters) as described 
in finding number 2023-005.   As a result of these matters, we determined the Breathitt County Fiscal Court did 
not comply with the requirements applicable to ALN #97.036 Disaster Grants – Public Assistance (Presidentially 
Declared Disasters).  
 
Responsibilities of Management for Compliance 
 
Management is responsible for compliance with the requirements referred to above and for the design, 
implementation, and maintenance of effective internal control over compliance with the requirements of laws, 
statutes, regulations, rules and provisions of contracts or grant agreements applicable to Breathitt County Fiscal 
Court’s federal programs.  
 
Auditor’s Responsibilities for the Audit of Compliance 
 
Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance 
requirements referred to above occurred, whether due to fraud or error, and express an opinion on Breathitt 
County Fiscal Court’s compliance based on our audit. Reasonable assurance is a high level of assurance but is 
not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS, 
Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it 
exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Noncompliance with the compliance requirements referred to above is considered material, if 
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment made by 
a reasonable user of the report on compliance about Breathitt County Fiscal Court's compliance with the 
requirements of each major federal program as a whole. 
 
In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, 
we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
• Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and 

perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, 
evidence regarding Breathitt County Fiscal Court’s compliance with the compliance requirements 
referred to above and performing such other procedures as we considered necessary in the 
circumstances. 

• Obtain an understanding of Breathitt County Fiscal Court’s internal control over compliance relevant 
to the audit in order to design audit procedures that are appropriate in the circumstances 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 Breathitt County Fiscal Court’s internal control 
over compliance. Accordingly, no such opinion is expressed. 
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Report On Compliance For Each Major Federal Program 
And Report On Internal Control Over Compliance 
In Accordance With The Uniform Guidance  
(Continued) 
 
 
Auditor’s Responsibilities for the Audit of Compliance (Continued) 
 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control 
over compliance that we identified during the audit. 
 
Report on Internal Control over Compliance 
 
Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s 
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant deficiencies in internal control 
over compliance.   However, as discussed below, we did identify certain deficiencies 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 deficiencies in internal control over compliance described in 
the accompanying schedule of findings and questioned costs as items 2023-005 to be a material weakness. 
 
Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, no such opinion is expressed. 
 
Government Auditing Standards requires the auditor to perform limited procedures on Breathitt County Fiscal 
Court’s response to the internal control over compliance findings identified in our audit described in the 
accompanying schedule of findings and questioned costs. Breathitt County Fiscal Court’s response was not 
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we express no 
opinion on the response.  
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the result of that testing based on the requirements of the Uniform 
Guidance.  Accordingly, this report is not suitable for any other purpose.  
 
 
      Respectfully submitted, 

 
      Allison Ball 
      Auditor of Public Accounts 
      Frankfort, Ky 
May 7, 2024  

https://www.accountingresearchmanager.com/#/combined/C2A9F13381EFBCF186257686005E7DAC/auditing/gao/government-auditing-standards-yellow-book/gao-yellow-book-government-auditing-standards-technical-amendment-to-the-cpe-requirements-of-the-2003-revision-of-government-auditing-standards?searchId=2307
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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 
For The Year Ended June 30, 2023 
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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 
For The Year Ended June 30, 2023 

 
 
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: 
Adverse on GAAP and Unmodified 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:  Adverse 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 
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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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2023 
(Continued) 
 
 
Section II: Financial Statement Findings 
 
2023-001 The Breathitt County Fiscal Court Failed To Implement And Maintain An Effective Internal 

Control Environment 
 
This is a repeat finding and was included in the prior year audit report as finding 2022-001.  During our audit, 
significant risks were identified, including failure to maintain sufficient supporting documentation and 
accounting records, lack of segregation of duties, and management override of controls.  Due to the county’s 
failure to maintain adequate accounting records and other failures noted below, we were unable to perform 
sufficient audit procedures to overcome the significant risks. Therefore, we cannot issue an opinion on the 
Breathitt County Fiscal Court’s financial statement and on compliance for each major federal program or give 
reasonable assurance the financial statement and the schedule of expenditures of federal awards are free from 
material error or fraud. A disclaimer of opinion will be issued. 
 
In the audit procedures we were able to perform, we noted the following issues: 
 

• Failure to maintain supporting documentation for $723,195 of occupational tax receipts (See finding 
2023-002). 

• Failure to implement proper controls over disbursements (See finding 2023-003). 
• Failure to implement proper controls over payroll disbursements (See finding 2023-004). 
• Failure to establish and maintain effective internal controls over compliance with FEMA requirements 

(See finding 2023-005). 
• Failure to submit a report of clerk storage fees to LRC. 
• Failure to maintain an adequate capital asset listing. 
• Failure to notify the State Local Debt Officer of the county’s intent to issue debt. 

 
The Breathitt County Fiscal Court did not provide sufficient oversight for management’s day-to-day financial 
activities. Without sufficient oversight, management did not follow established internal control procedures or 
ensure compliance with laws and regulations. 
 
The Breathitt County Fiscal Court’s current practices could create an environment for potential undetected 
material misstatements in the financial statements caused either by error or fraud. The noted weaknesses could 
affect the fiscal court’s ability to ensure the financial data is recorded, processed, and reported in an accurate and 
reliable manner and ensure that assets are sufficiently safeguarded. If the Breathitt County Fiscal Court continues 
these poor financial practices and does not improve the internal control structure, taxpayer money will continue 
to be at risk. In addition, various local and state agencies that rely on and monitor the financial and program 
activity of the Breathitt County Fiscal Court cannot rely on or have any confidence in the reports submitted by 
the Breathitt County Fiscal Court. 
 
Proper accounting procedures and internal controls require that financial statements be supported with accurate 
underlying accounting records.  Strong internal controls over financial reporting are vital in ensuring the fiscal 
court’s financial statement accurately reflects the financial activity of the fiscal court and ensures compliance 
with applicable state and federal laws and regulations.  Additionally, complete and accurate financial records 
can ensure expenditures are made only when sufficient funds are available, and receipts are properly recorded. 
 
In addition, 2 CFR 200.303 states in part, “[t]he non-Federal entity must: (a) Establish and maintain effective 
internal control over the Federal award that provides reasonable assurance that the non-Federal entity is 
managing the federal award in compliance with federal statutes, regulations, and the terms and conditions of the 
federal award.” 
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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2023 
(Continued) 
 
 
Section II: Financial Statement Findings 
 
2023-001 The Breathitt County Fiscal Court Failed To Implement And Maintain An Effective Internal 

Control Environment (Continued) 
 
We recommend the Breathitt County Fiscal Court provide sufficient management oversight of the day-to-day 
financial activities of the county.  We further recommend the fiscal court improve its overall control environment 
in order to ensure sufficient accounting records are maintained to support transactions, accounts are reconciled, 
and bills are paid timely, and duties are adequately segregated to safeguard public assets. Only with a strong 
internal control system can the fiscal court prepare and ensure that complete and accurate financial reports are 
produced and that the county is in compliance with each major federal program’s guidelines. This finding will 
be referred to the Kentucky Department for Local Government. 
 
County Judge/Executive’s Response:  Changes in staffing have been made to provide effective internal control 
environment. 
 
2003-002 The Fiscal Court Did Not Maintain Supporting Documentation In The Amount Of $723,195 Of 

Occupational Tax Receipts 
 
This is a repeat finding and was included in the prior year audit report as finding 2022-002.  The fiscal court did 
not maintain supporting documentation in the amount of $723,195 of occupational tax receipts.  Per the county’s 
ordinance, the taxpayers are required to send in a tax return to the fiscal court which includes the amount of 
wages and the percentage that is due to the fiscal court.  However, the fiscal court did not maintain these returns.  
Without this supporting documentation, the amount of taxes due to the fiscal court per the ordinance was unable 
to be determined to be correct.   
 
The fiscal court failed to adequately assess risk associated with occupational tax collections and has not 
implemented effective internal controls, review procedures, or oversight for occupational tax collections.  The 
Breathitt County Fiscal Court’s current practices over the collections of occupational tax receipts could create 
an environment for undetected material misstatements in the financial statements caused either by error or fraud.  
The noted weaknesses could affect the fiscal court’s ability to ensure that financial data is recorded, processed, and 
reported in an accurate and reliable manner.  Furthermore, they did not keep in accordance with the retention 
schedule which states these documents should be kept for three years.   
 
Proper accounting procedures and internal controls require that financial statements are supported with accurate 
underlying accounting records.  Strong internal controls over financial reporting are vital in ensuring the fiscal 
court’s financial statement accurately reflects the financial activity of the fiscal court and ensures compliance 
with applicable laws and regulations.  Also, under KRS 171.530, the State Archives and Records Commission 
establishes standards for the selective retention of records of continuing value. Per the General Records Retention 
Schedule for Local Governments, records that support occupational tax collections like Net Profits License Fee 
Return, Annual Reconciliation of License Fee Withheld, Employers Quarterly Returns of License Fee Withheld, 
Refund Card, W-2s, copies of federal tax returns, Payment Forms, Revenue Audits, and general correspondence, 
should be retained for three years, then destroyed after audit.  
 
We recommend the fiscal court implement effective internal controls, review procedures, and oversight for 
occupational tax collections and document the procedures performed that ensure recorded amounts are complete, 
accurate, and free of material misstatement.  
 
County Judge/Executive’s Response:  A new Occupational Tax Administrator has been hired. 
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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2023 
(Continued) 
 
 
Section II: Financial Statement Findings (Continued) 
 
2003-003 The County Failed To Implement Proper Internal Controls Over Disbursements 
 
This is a repeat finding and was included in the prior year audit report as finding 2022-003.  The fiscal court did 
not implement adequate procedures and oversight regarding the documentation, preparation, and authorization 
of disbursements. The fiscal court did not follow proper procedures and requirements for disbursements of 
county funds. The follow deficiencies were noted during the testing of disbursements: 
 

• Twenty-eight transactions did not have detailed support for credit card transactions. 
• Purchase orders were not issued for disbursements. 
• An encumbrance list was not maintained. 

The fiscal court’s failure to establish effective internal controls over disbursements resulted in numerous 
instances of noncompliance, negative unencumbered cash balances, and violations of the county’s administrative 
code as reflected above. The lack of proper accounting practices, internal controls, and management oversight 
increases the risk that undetected misstatements and fraud occur.  
 
Effective internal controls provide adequate segregation of duties and prevent the same person from having a 
significant role in incompatible functions. Segregation of duties and proper oversight helps prevent fraud or 
misappropriation of assets and protects employees in the normal course of performing their daily responsibilities. 
Effective internal controls and proper oversight also help ensure compliance with state and federal laws, 
regulations, grant agreements, etc.  Without these effective internal controls, the procurement process could be 
circumvented, and disbursements could be processed outside the normal procurement process. 
 
KRS 68.210 gives the state local finance officer the authority to prescribe a uniform system of accounts. The 
uniform system of accounts is set forth in the Department for Local Government's County Budget Preparation 
And State Local Finance Officer Policy Manual which states, "[p]urchases shall not be made without approval 
by the judge/executive (or designee), and/or a department head. . . . Purchase requests shall not be approved in 
an amount that exceeds the available line item appropriation unless the necessary and appropriate transfers have 
open made.'' The Department for Local Government requests that purchase orders be issued for all 
disbursements.  In addition, good internal controls dictate that disbursements should be properly supported as 
evidenced by invoices and/or at a minimum evidenced by supporting documentation that supports the amount. 
 
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:  A new treasurer was appointed.   
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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2023 
(Continued) 
 
 
Section II: Financial Statement Findings (Continued) 
 
2023-004 Internal Controls, Review Procedures, And Oversight For Payroll Processing Are Not Adequate 
 
The fiscal court did not implement adequate procedures and oversight regarding the documentation, preparation, 
and authorization of payroll disbursements.  The fiscal court did not follow proper procedures and requirements 
for payroll disbursements. The follow deficiencies were noted during the testing of payroll disbursements: 
 

• The payroll account had 25 instances of a negative daily balance with the highest negative balance 
being $16,290. 

• The payroll account was not properly reconciled. 
• Tax obligations were not paid timely. 
• The county did not approve a current year annual pay rate list.  
• The county lacks controls over safeguarding assets.  
 

The fiscal court failed to adequately assess the risk associated with payroll processing and failed to implement 
adequate internal controls regarding the documentation, preparation, and authorization of payroll. There were 
no significant review procedures in place nor adequate oversight to ensure the completeness and accuracy of 
payroll information.  
 
Failure to implement adequate controls over payroll increases the risk that material misstatements and fraud will 
occur and go undetected, especially considering payroll accounts for a large portion of the county’s budget.  
Numerous undetected errors were noted for payroll processing, and the fiscal court is in violation of various 
statutes.  
 
In order for internal controls to be effective in preventing and detecting errors, misstatements, and fraud, the 
functions of any significant area should be separated. If segregation is not possible or practical, the fiscal court 
could implement and document compensating controls to reduce the risk associated with inadequate segregation 
of duties.  A strong compensating control could include review of payroll reports, review of payroll payments, 
comparison of payroll documentation to amounts recorded, and reconciliation of withholding and matching 
reports to supporting documentation.  Further, review procedures and oversight should be exercised consistently 
to detect errors and to reconcile payroll to supporting documentation. 
 
We recommend the fiscal court implement effective internal controls, review procedures, and oversight for 
payroll processing to ensure the completeness and accuracy of all payroll information. 
 
County Judge/Executive’s Response:  A new treasurer was appointed.   
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2023 
(Continued) 
 
 
Section III:  Federal Award Findings And Questioned Costs 
 
2023-005 The Breathitt County Fiscal Court Did Not Establish And Maintain Effective Internal Controls Over 

Compliance With FEMA Requirements 
 
Federal Program: Assistance Listing # 97.036 Disaster Grants – Public Assistance (Presidentially Declared 
Disasters) 
Award Number and Year: 2023 
Name of Federal Agency and Pass-Thru Agency (if applicable): U.S. Department of Homeland Security and 
Kentucky Emergency Management 
Compliance Requirements: Activities Allowed or Unallowed; Allowable Costs/Cost Principles; Matching, 
Level of Effort, Earmarking; Period of Performance; Reporting; Special Tests & Provisions 
Type of Finding: (Material Weakness, Noncompliance) 
Amount of Questioned Costs: $0 
Opinion Modification (if applicable): Adverse Opinion 
COVID Related: No 
 
The Breathitt County fiscal court did not establish and maintain effective internal controls over compliance with 
Federal Emergency Management Agency (FEMA) requirements.  The fiscal court uses a third party to handle 
the transactions, but there are no procedures or review processes in place to ensure that compliance requirements 
are met.  The fiscal court does not define, maintain, or periodically evaluate the skills and expertise needed 
among its members to enable them to ask probing questions of the company managing federal programs and to 
take commensurate action.   
 
Further, the fiscal court does not maintain an organizational structure that facilitates effective reporting and other 
communications about internal control over compliance among various functions and positions of management.  
The fiscal court does not have job descriptions for employees managing federal programs, nor have they 
documented significant processes that explain the flow of transactions, controls to address key risk areas, and 
related reporting responsibilities.  No processes are in place to evaluate the performance of individuals and teams 
against the entity’s expected standards of conduct.  The fiscal court also does not offer the training needed to 
attract, develop, and retain personnel. 
 
The fiscal court believed they had appropriate procedures in place and did not realize they were not sufficient.  
The fiscal court uses a third party to handle the transactions for this federal program; however, no employees of 
the fiscal court work closely with this third party, monitor the work done, or maintain the records necessary to 
support how this money is being used. 
 
Failure to implement internal controls over federal programs creates a greater risk that compliance requirements 
will not be met and increases the risk of undetected errors or misappropriation due to fraud.  Due to the lack of 
internal controls, several instances of non-compliance can occur including the fiscal court’s schedule of 
expenditures and federal awards being materially misstated, ineligible expenses being submitted for 
reimbursement, and auditors being unable to obtain sufficient audit evidence to substantiate amounts.  
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2023 
(Continued) 
 
 
Section III:  Federal Award Findings And Questioned Costs 
 
2023-005 The Breathitt County Fiscal Court Did Not Establish And Maintain Effective Internal Controls Over 

Compliance With FEMA Requirements  (Continued) 
 
According to Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 
Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance) §200.303 Internal Controls, 
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.  These internal controls should be in 
compliance with guidance in “Standards for Internal Control in the Federal Government” issued by the 
Comptroller General of the United States or the “Internal Control Integrated Framework”, issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

(b) Comply with Federal Statues, regulations, and the terms and conditions of the Federal awards. 
(c) Evaluate and monitor non-Federal entity’s compliance with statutes, regulations and the terms and 

conditions of Federal awards. 
(d) Take prompt action when instances of noncompliance are identified including noncompliance identified 

in audit findings. 
(e) Take reasonable measures to safeguard protected personally identifiable information and other 

information the Federal awarding agency or pass-through entity designated as sensitive or the non-
Federal entity considers sensitive consistent with applicable Federal, state, local, and tribal laws 
regarding privacy and obligations of confidentiality. 

 
We recommend the fiscal court implement procedures to ensure that federal programs are meeting all compliance 
requirements.  There should be review procedures in place to ensure all federal expenditures are allowable and 
fall within the correct period of performance for each federal program.  The fiscal court should have job 
descriptions for all employees and document significant processes that explain the flow of transactions, controls 
to address key risk areas, and related reporting responsibilities.  The fiscal court should also ensure that all 
employees receive sufficient training in relevant areas to ensure that they attract, develop, and retain skilled 
personnel. 
 
County Judge/Executive’s Response:  The county is no longer using a third party to handle FEMA transactions.  
Effective oversight is now being handled internally, following proper procedures with proper training of staff. 
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BREATHITT COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
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Section IV: Summary Schedule of Prior Audit Findings  
 

Finding 
Number Prior Year Finding Title Status Corrective Action

2022-001

The Breathitt County Fiscal Court Failed To 
Implement And Maintain An Effective Internal 
Control Environment Unresolved

Breathitt County Fiscal 
Court has new staff in most 
all departments who are now 
maintaining internal controls.

2022-002

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

Breathitt County Fiscal 
Court has a new 
occupational tax 
administrator and both she 
and the new treasurer are 
maintaining documentation.

2022-003

The Breathitt County Fiscal Court Failed To 
Implement Proper Internal Controls Over 
Disbursements Unresolved

Breathitt County Fiscal 
Court has new staff in most 
all departments who are now 
maintaining internal controls.

2022-004

The Breathitt County Fiscal Court Did Not 
Implement Internal Controls Over Payroll 
Disbursements Unresolved

Breathitt County Fiscal 
Court has new staff in most 
all departments who are now 
maintaining internal controls.

2022-005

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

Breathitt County Fiscal 
Court has a new FEMA 
applicant agent who is 
maintaining controls and 
compliance with FEMA 
regulations.  
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