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To the People of Kentucky 
    The Honorable Andy Beshear, Governor 
    Holly M. Johnson, Secretary 
    Finance and Administration Cabinet 
    The Honorable John Will Stacy, Morgan County Judge/Executive 
    Members of the Morgan County Fiscal Court 
 

Independent Auditor’s Report 
 
Report on the Financial Statement 
 
We were engaged to audit the Statement of Receipts, Disbursements, and Changes in Fund Balances- Regulatory 
Basis of the Morgan County Fiscal Court, for the year ended June 30, 2021, and the related notes to the financial 
statement.  
 
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.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statement is free from material misstatement. Because of the matter 
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  
 
We were not engaged as auditors of the Morgan County Real Properties I and II Corporation Funds and we were 
unable to obtain audited financial statements to support the Morgan County Real Properties I and II Corporation 
Funds at June 30, 2021.  The Morgan County Real Properties I and II Corporation Funds are part of the Morgan 
County Fiscal Court’s reporting entity.  The omission of the Morgan County Real Properties I and II Corporation 
Funds are considered material omissions of the Morgan County Fiscal Court’s financial statement.   
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To the People of Kentucky 
    The Honorable Andy Beshear, Governor 
    Holly M. Johnson, Secretary 
    Finance and Administration Cabinet 
    The Honorable John Will Stacy, Morgan County Judge/Executive 
    Members of the Morgan County Fiscal Court 
 
 
Disclaimer of Opinion 
 
Because of the significance of the matter described in the Basis of 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 of the Morgan County Fiscal 
Court.  The Schedule of Expenditure 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.  Because of the significance of matters described in the Basis for 
Disclaimer of Opinion paragraph above related to 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 July 20, 2022, on our 
consideration of the Morgan 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 Morgan County Fiscal Court’s internal 
control over financial reporting and compliance. 
 
A Schedule of Findings and Questioned Costs included herein, discusses the following report findings:  
 
2021-001 The Morgan County Fiscal Court’s General Fund Owes The Road Fund Due To Inappropriate 

Disbursements 
2021-002 The Morgan County Fiscal Court Does Not Have Internal Controls Over The Real Properties I And 

Real Properties II Corporations 
2021-003 The Morgan County Fiscal Court Does Not Have Internal Controls Over Bank Reconciliations  
2021-004 The Morgan County Fiscal Court Did Not Establish Adequate Controls Over The Justice Center 

Corporation Fund 
2021-005 The Morgan County Fiscal Court Did Not Accurately Report Debt On The Quarterly Financial 

Statement 
2021-006 The Morgan County Fiscal Court Did Not Have Adequate Internal Controls Over Disbursements 
2021-007 The Morgan County Fiscal Court Did Not Follow Competitive Bidding Requirements  
2021-008 Internal Controls, Review Procedures, And Oversight For Payroll Processing Are Not Adequate 
 
      Respectfully submitted, 

 
      Mike Harmon 
      Auditor of Public Accounts 
July 20, 2022 



Page 3 

 

MORGAN COUNTY OFFICIALS 
 

For The Year Ended June 30, 2021 
 
 

Fiscal Court Members:

John Will Stacy County Judge/Executive

Carter Bolin Magistrate

Donnie Keeton Magistrate

Darrell Patrick Magistrate

Brandon Evans Magistrate

Leroy Phipps Magistrate

Other Elected Officials:

Myles Holbrook County Attorney

Jimmy Easterling Jailer

Randy Williams County Clerk

Mary Coffee Circuit Court Clerk

Greg Motley Sheriff

Darby Franklin Property Valuation Administrator

Raymond Vancleave Coroner

Appointed Personnel:

Linzey Lewis County Treasurer

Shenea Easterling Finance Officer
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MORGAN COUNTY 
FOURTH QUARTER FINANCIAL STATEMENT 

 
For The Year Ended June 30, 2021

Receipts file 
Fund Maj  Suf1 Suf2 Description Budget Original Amendment Rec'd this Qtr Rec'd to Date Under/Over 

01 4101  REAL ESTATE TAXES $200,000.00 $8,567.68 $16,047.90 $224,615.58 ($16,047.90) 
01 4104  DELINQUENT PROPERTY TAX $5,000.00 $0.00 $2,596.43 $10,131.99 ($5,131.99) 
01 4106  TANGIBLE PERSONAL- MOTOR $70,500.00 $0.00 $30,693.20 $75,495.31 ($4,995.31) 
01 4113  SOLID WASTE RECEPTS $145,000.00 $0.00 $42,125.35 $164,644.88 ($19,644.88) 
01 4130  BANK FRANCHISE TAX $30,000.00 $0.00 $0.00 $0.00 $30,000.00 
01 4131  FRANCHISE CORPORATION $30,000.00 $0.00 $0.00 $0.00 $30,000.00 
01 4134  OCCUPATIONAL LICENSE TAX $1,510,000.00 $0.00 $437,306.10 $1,478,671.37 $31,328.63 
01 4134 01 ROWAN CO. PAYROLL and PR $75,000.00 $0.00 $26,420.98 $99,035.22 ($24,035.22) 
01 4135  DEED TRANSFER TAX $20,000.00 $0.00 $7,008.16 $20,316.86 ($316.86) 

 

 

 

01 4137  INSURANCE PREMIUM TAX $530,000.00 $0.00 $136,765.67 $529,828.93 $171.07 
01 4140  E 911 PHONE SURCHARGE $55,000.00 $0.00 $15,473.43 $43,279.25 $11,720.75 
01 4204  FEDERAL PAYMENT IN LIEU $35,000.00 $0.00 $0.00 $0.00 $35,000.00 
01 4302  EXCESS FEES CLERK $750.00 $7,053.00 $0.00 $7,803.00 $0.00 
01 4304  EXCESS FEES SHERIFF $45,000.00 $0.00 $98,996.95 $119,174.56 ($74,174.56) 
01 4503  FEMA $0.00 $776,181.93 $281,843.20 $996,350.13 ($220,168.20) 
01 4504  CARES FUNDS $0.00 $606,597.00 $0.00 $606,597.00 $0.00 
01 4507  FLOOD CONTROL PAYMENT $1,200.00 $0.00 $0.00 $817.42 $382.58 
01 4510  EMS GRANT $10,000.00 $0.00 $0.00 $10,000.00 $0.00 
01 4510 06 LIBRARY DEBT FUNDING PAY $183,500.00 $0.00 $0.00 $183,250.00 $250.00 
01 4520  ELECTION EXPENSE REIMBUR $4,500.00 $0.00 $1,320.00 $3,720.00 $780.00 
01 4521  BOARD OF ASSESSMENT APP $200.00 $0.00 $0.00 $200.00 $0.00 
01 4522  LEGAL PROCESS TAX $100.00 $0.00 $0.00 $57.19 $42.81 
01 4526  STRIP MINE PERMIT FUND $1,500.00 $0.00 $0.00 $0.00 $1,500.00 
01 4532  JUDICIAL CENTER RENTAL $243,900.00 $0.00 $0.00 $123,350.00 $120,550.00 
01 4612  DOG ADOPTION-SURRENDER $1,000.00 $0.00 $0.00 $0.00 $1,000.00 
01 4699  AG DEVELOPMENT ADMIN FEE $10,000.00 $0.00 $0.00 $0.00 $10,000.00 
01 4711 01 RENTAL OF POST OFFICE BUI $660.00 $0.00 $167.00 $662.00 ($2.00) 
01 4711 02 SUBLEASE TO AMBULANCE S $50,000.00 $0.00 $1,060.90 $12,613.07 $37,386.93 
01 4711 03 ENTERPRISE CENTER RENT $105,000.00 $0.00 $13,932.59 $75,823.36 $29,176.64 
01 4711 04 GATEWAY RENTAL (BASEMEN $45,000.00 $0.00 $5,210.23 $30,591.87 $14,408.13 
01 4711 05 ENTERPRISE CENTER 30% CO $65,000.00 $0.00 $0.00 $0.00 $65,000.00 
01 4711 07 COMMUNITY CENTER RENT $85,000.00 $0.00 $2,357.50 $5,672.00 $79,328.00 
01 4727 02 INSURANCE REIMBURSEMENT $12,000.00 $0.00 $2,100.00 $10,911.55 $1,088.45 
01 4727 07 REBATE FROM KACO LEASING $5,000.00 $0.00 $0.00 $0.00 $5,000.00 
01 4728 02 ANIMAL SHELTER DONATIONS $1,500.00 $0.00 $805.00 $3,138.00 ($1,638.00) 
01 4731  MISC. REVENUE $1,000.00 $0.00 $25,049.68 $249,205.20 ($248,205.20) 
01 4806  INTEREST, BANK $18,000.00 $13,741.62 $11,355.03 $43,096.65 ($11,355.03) 
01 4901  PRIOR YEAR CARRYOVER $100,000.00 $0.00 $0.00 $669,794.98 ($569,794.98) 
01 4903  PRIOR YEAR ADJUSTMENT $0.00 $0.00 $0.00 $0.00 $0.00 
01 4909  TRANSFER OUT ($461,229.66) $0.00 ($806,597.00) ($1,122,049.11) $660,819.45 
01 4910  TRANSFER IN $233,870.00 $0.00 $606,597.00 $770,031.00 ($536,161.00) 
02 4205  NATL FOREST REC $35,000.00 $0.00 $28,366.95 $28,366.95 $6,633.05 
02 4504  FEDERAL GRANTS - FEMA RO $0.00 $0.00 $0.00 $0.00 $0.00 
02 4506 01 BRIDGE CONSTRUCTION REIM $0.00 $0.00 $0.00 $0.00 $0.00 
02 4510  RURAL SECONDARY ALLOTME $111,166.00 $0.00 $0.00 $0.00 $111,166.00 
02 4513  3% EMERGENCY MONEY - CR $0.00 $0.00 $0.00 $0.00 $0.00 
02 4514  FLEX FUNDS $0.00 $0.00 $0.00 $0.00 $0.00 
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MORGAN COUNTY 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 
For The Year Ended June 30, 2021 

 
 

Federal Total
Federal Grantor/Pass-Through Grantor/ Assistance Pass-Through Entity's Federal
     Program or Cluster Title Listing Number Identifying Number Expenditures

U. S. Department of Homeland Security

Passed-Through Kentucky Department of Military Affairs
Disaster Grants - Public Assistance - 4428 97.036 4428DRKTP00000001 314,841$          
Disaster Grants - Public Assistance - 4540 97.036 4540DRKTP00000001 62,709              
Disaster Grants - Public Assistance - 4592 97.036 4592DRKTP00000001 7,381                
Disaster Grants - Public Assistance - 4595 97.036 4595DRKTP00000001 68,311              

Total U.S. Department of Homeland Security 453,242$          

U. S. Department of Treasury

Passed-Through Kentucky Department for Local Government
COVID-19 - Coronavirus Relief Fund 21.019 C279 370,771$          
COVID-19 - Coronavirus Relief Fund 21.019 C2-317 117,250            

Total U.S. Department of Treasury 488,021$          

Total Expenditures of Federal Awards 941,263$         
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The Honorable John Will Stacy, Morgan County Judge/Executive 
Members of the Morgan 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 Statement of Receipts, Disbursements, and Changes in Fund 
Balances - Regulatory Basis of the Morgan County Fiscal Court for the fiscal year ended June 30, 2021, and the 
related notes to the financial statement which collectively comprise the Morgan County Fiscal Court’s financial 
statement and have issued our report thereon dated July 20, 2022.  Our report disclaims an opinion on the 
financial statements because we were unable to obtain audited financial statements to support the Morgan County 
Real Properties I and II Corporation Funds at June 30, 2021 which are considered material omissions on the 
Morgan County Fiscal Court’s financial statement.  
 
Internal Control Over Financial Reporting  
 
In planning and performing our audit of the financial statement, we considered the Morgan 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 Morgan County Fiscal Court’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of the Morgan County Fiscal Court’s internal 
control.   
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting 
that might be material weaknesses or significant deficiencies, and therefore, material weaknesses or significant 
deficiencies may exist that were not identified.  However, as described in the accompanying Schedule of 
Findings and Questioned Costs, we identified certain deficiencies in internal control that we consider to be 
material weaknesses and other deficiencies that we consider to be significant deficiencies. 
 
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 2021-002, 2021-004,                 
2021-005, 2021-007, and 2021-008 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) 
 
 
Internal Control Over Financial Reporting (Continued)  
 
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance.  We 
consider the deficiencies described in the accompanying Schedule of Findings and Questioned Costs as items 
2021-003 and 2021-006 to be significant deficiencies.  
 
Compliance And Other Matters 
 
As part of obtaining reasonable assurance about whether the Morgan County Fiscal Court’s financial statement 
is free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect 
on the determination of financial statement amounts.  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, 2021-004, 2021-005, 2021-007, and 2021-008.   
 
Views of Responsible Official and Planned Corrective Action  
 
Morgan County’s views and planned corrective action for the findings identified in our audit are included in the 
accompanying Schedule of Findings and Questioned Costs.  The county’s responses were not subjected to the 
auditing procedures applied in the audit of the financial statement, and accordingly, we express no opinion on 
them. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance.  This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance.  Accordingly, this communication is not 
suitable for any other purpose. 
 
 

 Respectfully submitted, 

 
      Mike Harmon 
      Auditor of Public Accounts 
July 20, 2022 



  

 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM  
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE 

 IN ACCORDANCE WITH THE UNIFORM GUIDANCE 
 



  

 

THIS PAGE LEFT BLANK INTENTIONALLY 
 
 



 

 

The Honorable John Will Stacy, Morgan County Judge/Executive 
Members of the Morgan 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 have audited the Morgan 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 Morgan County Fiscal Court’s major federal programs for the year ended   
June 30, 2021. The Morgan 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 Morgan 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 Morgan County Fiscal Court’s compliance with those 
requirements and performing such other procedures as we considered necessary in the circumstances.  
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program.  However, our audit does not provide a legal determination on the Morgan County Fiscal Court’s 
compliance. 
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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) 
 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Morgan County Fiscal Court complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal programs 
for the year ended June 30, 2021.  
 
Report on Internal Control over Compliance 
 
Management of the Morgan 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 Morgan 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 Morgan County Fiscal Court’s internal control over compliance. 
 
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.  A significant deficiency in internal control over compliance is a deficiency, or 
a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a 
federal program that is less severe than a material weakness in internal control over compliance, yet important 
enough to merit attention by those charged with governance.  
 
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.  We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses.  However, material weaknesses may exist that have not 
been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the result of that testing based on the requirements of the Uniform 
Guidance.  Accordingly, this report is not suitable for any other purpose.  
 
 
      Respectfully submitted, 

 
      Mike Harmon 
      Auditor of Public Accounts 
July 20, 2022 
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MORGAN 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 the financial statement:  Disclaimer of Opinion 
 
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:  Unmodified 
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 
21.019    COVID-19 - Coronavirus Relief Fund 
 
 

 
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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MORGAN COUNTY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For The Year Ended June 30, 2021 
(Continued) 
 
 
Section II: Financial Statement Findings 
 
2021-001 The Morgan County Fiscal Court’s General Fund Owes The Road Fund Due To Inappropriate 

Disbursements 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-002.  Below is a chart 
that depicts the monies owed by the general fund to the road fund , including local government economic 
assistance (LGEA) funds that should have been spent only on road categories (FY 2018), too many truck license 
fees transferred to the general fund (FY 2016 and 2017), transfer station disbursements paid from the road fund 
(FY 2014 and 2015), and LGEA funds that should have been used for transportation (FY 2014) transferred to 
the jail fund.  
 

General Fund Road Fund Jail Fund LGEA Fund

Interfund Receivable (Liabilities) 2014 (138,775)$      165,165$  (26,390)$ $               
Interfund Receivable (Liabilities) 2015 (143,238)       143,238    
Interfund Receivable (Liabilities) 2016 (200,892)       200,892    
Interfund Receivable (Liabilities) 2017 (24,677)      
Credit given for Truck License Not Transferred in FY 2017 150,788         (201,855)   26,390    24,677       
Interfund Receivable (Liabilities) 2018 (2,254)           2,254       

Total (334,371)$      309,694$  0$           0$              

 
Since fiscal year 2014, the county has not remedied the issues noted and is not in compliance in the use of 
restricted monies. The liabilities of the general fund have the fund in a deficit and the road fund is being deprived 
of money.  
 
Road monies are restricted by KRS 177.320 and KRS 177.360. Under the regulatory basis of accounting, fund 
balances are not adjusted for the unpaid liability on the financial statements. 
 
We recommend the Morgan County Fiscal Court remedy the liabilities owed to the road fund as soon as possible 
and to avoid having deficit balances.  
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response:  This has been corrected, all money owed to the Road Department has been 
paid back by the General Fund. 
 
2021-002 The Morgan County Fiscal Court Does Not Have Internal Controls Over The Real Properties I And 

Real Properties II Corporations 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-001. The county does not 
have internal controls over the Morgan County Real Properties I, Inc. and Morgan County Real Properties II, 
Inc.. The Real Properties I Corporation was created for the sole purpose of constructing and equipping the health 
and wellness center and repairing the old Morgan County courthouse for the benefit of Morgan County after the 
tornado on                          March 2, 2012.  The Real Properties II Corporation was created for the sole purpose 
of constructing the Morgan County Cooperative Extension Service building, the Morgan County transit station 
and parking garage, and repairing the Morgan County Community Center for the benefit of Morgan County after 
the tornado on                    March 2, 2012.   
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Section II: Financial Statement Findings (Continued) 
 
2021-002 The Morgan County Fiscal Court Has A Lack Of Internal Controls Over The Real Properties I and 

Real Properties II Corporations (Continued) 
 
The Morgan County Fiscal Court did not ensure annual financial statements were prepared for the Real 
Properties I and Real Properties II corporations.  The Morgan County Fiscal Court also failed to obtain an audit 
of these corporations.  We were not engaged as auditors of these corporations and were told that a private firm 
was conducting these audits.  However, as of the date of this report, we have not been provided any 
documentation that an audit has been performed.   
 
This is caused by a lack of knowledge by county personnel on the activity of these corporations.  They have a 
complex structure and the personnel responsible for the financial statements did not have the knowledge 
necessary to prepare them. As a result, the Real Properties I and Real Properties II corporations have not been 
audited.  These are significant components of the Morgan County Fiscal Court and therefore we have disclaimed 
an opinion on the financial statement for the year ending June 30, 2021. Good internal controls dictate that 
financial statements are timely prepared and audited.  
 
We recommend management of the Morgan County Real Properties I, Inc. and Morgan County Real Properties 
II, Inc. ensure that financial statements are prepared timely and audited as required.  This matter will be will 
referred to the Department for Local Government. 
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: The Real Properties I and II corporations are in the process of dissolutions, 
effectively correcting this issue moving forward. 
 
2021-003 The Morgan County Fiscal Court Does Not Have Internal Controls Over Bank Reconciliations 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-003.  Bank reconciliations 
were not completed for all bank accounts including payroll, rebuild Morgan County, and Public Properties 
Corporation. Bank reconciliations that were completed did not appear to have been reviewed by a second party 
for accuracy.  
 
The county did not have controls in place to ensure that bank reconciliations were completed for all accounts 
and that those that were completed were reviewed by a second party. Mistakes could occur and not be corrected 
in a timely manner. Good internal controls dictate bank reconciliations should be completed for all bank accounts 
and should reconcile to supporting financial information. A person independent of the posting and reconciliation 
process should review the reconciliation and original bank statement.  
 
We recommend the fiscal court determine appropriate internal controls to ensure that reconciliations are 
performed, and they are reviewed by a second party. 
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Controls have been put into place to ensure the accuracy of the bank 
reconciliation and implement better internal controls. 
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Section II: Financial Statement Findings (Continued) 
 
2021-004 The Morgan County Fiscal Court Did Not Establish Adequate Controls Over The Justice Center 

Corporation Fund 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-008. The fiscal court did 
not maintain adequate controls over the justice center corporation fund. No financial statements were prepared 
for this fund and no information regarding the activity in this fund was submitted to the fiscal court for review. 
Also, the county’s debt schedule presented with the fourth quarter report (which serves as the year-end financial 
statement) did not report debt obligations of the Morgan County Justice Center Bonds, resulting in an 
understatement of debt of $9,243,390. 
 
The treasurer was unaware she had to prepare a financial statement for the justice center corporation fund. By 
not preparing an annual financial statement, the fiscal court is not aware of the transactions that are occurring 
relating to the receipts and disbursements of the unbudgeted funds. This could result in undetected fraud, errors, 
and misstatements. Also, not presenting all debt that the county has outstanding does not give users of the 
county’s financial information a true picture of the county’s financial well-being. The fiscal court is financially 
accountable and legally obligated for the justice center corporation fund. The fiscal court should establish 
adequate controls over this fund so that proper records are maintained, and complete and accurate information 
is available for review.  
 
KRS 68.210 gives the state local finance officer the authority to prescribe a uniform system of accounts. The 
uniform system of accounts, set forth in the County Budget Preparation and State Local Finance Officer Policy 
Manual, requires all county debt be reflected properly on the quarterly financial statement. 
 
We recommend the county treasurer reconcile these accounts and prepare a financial statement for the justice 
center corporation fund and include all debt of the county on the quarterly financial statement as required.  
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Controls are implemented to prevent this in the future occurrences. 
 
2021-005 The Morgan County Fiscal Court Did Not Accurately Report Debt On The Quarterly Financial 

Statement 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-004. The debt schedule 
presented with the fourth quarter report (which serves as the year-end financial statement) inaccurately reported 
debt obligations. The quarterly report understated the principal and interest balance for the Morgan County 
Justice Center Revenue bonds by $8,515,000 and $728,390, respectively.   
 
The fiscal court does not have controls in place to ensure that debt obligations are properly reported on the fourth 
quarter report. By not accurately reporting debt, the county is not in compliance with KRS 68.210. In addition, 
the fiscal court does not have accurate information on which to base financial decisions.  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 County Budget Preparation and State Local Finance Officer Policy Manual, which 
requires all county debt be reflected properly on the quarterly financial statement. 
 
We recommend the county ensure that the correct amounts are shown on all financial statements presented to 
the public and the Department for Local Government. We further recommend the county review all aspects of 
the quarterly reports before signing and submitting. This matter will be referred to the Department for Local 
Government. 
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Section II: Financial Statement Findings (Continued) 
 
2021-005 The Morgan County Fiscal Court Did Not Accurately Report Debt On The Quarterly Financial 

Statement (Continued) 
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response:  All debt is reported on the debt schedule accordingly. 
 
2021-006 The Morgan County Fiscal Court Did Not Have Adequate Internal Controls Over Disbursements 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-005. Internal controls 
over disbursements were not operating as intended. Proper procedures for disbursements were not followed to 
ensure payments were accurate and timely. Taxpayer monies were not properly spent due to late fees and state 
taxes being paid.  
 
The deficiencies listed below were able to occur due to lack of monitoring of controls and diminished the 
effectiveness of the internal controls put in place over disbursements by the fiscal court.  These deficiencies 
could create errors in recording or allow for the possibility of misappropriation of assets.   
 
As a result, the following exceptions were noted:  
 

• Nine invoices totaling $1,547,342 were not paid within 30 days. 
• One invoice totaling $461,778 was missing from records. 
• Fifteen disbursements totaling $255,257 did not have documentation of approval by the fiscal court. 
• One invoice accumulated late fees in the amount of $5. 
• Three invoices included sales tax in the amount of $171. 
• One receipt for credit card payments could not be provided. 
• Encumbrances were not reported on the fourth quarter report. 

 
KRS 65.140(2) states, in part, “all bills for goods or services shall be paid within thirty (30) working days of 
receipt of a vendor’s invoice except when payment is delayed because the purchaser has made a written 
disapproval of improper performance or improper invoicing by the vendor or by the vendor’s subcontractor.”   
 
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 County Budget Preparation and State Local Finance Officer Policy 
Manual, which requires the fiscal court to submit a quarterly report to the state local finance officer and to report 
all money received to date in all funds both budgeted and unbudgeted. The report should include by fund, all 
receipts to date, transfers, borrowed money as well as claims allowed since the beginning of the fiscal year for 
actual and budgeted amounts. This report should also include encumbrances. 
 
Strong internal controls dictate that there be procedures in place to make sure payments are being made on time, 
and finance charges and sales taxes are not being charged.  
 
We recommend the fiscal court implement proper internal controls over expenditures and ensure they are 
operating effectively.  
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: All disbursements are run through the Fiscal Court for approval on 
payment unless it is a pre-approved expense on the standing order list. 
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Section II: Financial Statement Findings (Continued) 
 
2021-007 The Morgan County Fiscal Court Did Not Follow Competitive Bidding Requirements 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-006. The fiscal court did 
not follow competitive bidding requirements for asphalt that was purchased from two vendors.  The fiscal court 
and management failed to follow bidding procedures in the county’s administrative code.  The fiscal court and 
management did not have adequate oversight and review procedures in place to ensure competitive bidding 
policies and procedures were followed. The fiscal court is in violation of its administrative code and statutes for 
competitive bidding.   
 
Competitive bidding ensures that the fiscal court procures materials and services at the best price available.                   
KRS 424.260(1) states, “[e]xcept where a statute specifically fixes a larger sum as the minimum for a 
requirement of advertisement for bids, no city, county, or district, or board or commission of a city or county, or 
sheriff or county clerk, may make a contract, lease, or other agreement for: (a) Materials; (b) Supplies except for 
perishable foods such as meat, poultry, fish, egg products, fresh vegetables, and fresh fruits; (c) Equipment; or 
(d) Contractual services other than professional; involving an expenditure of more than thirty thousand dollars 
($30,000) without first making newspaper advertisement for bids.”   
 
In addition, page 125, section 4.02 B of the Morgan County Fiscal Court Administrative Code states, “The 
County Judge/Executive shall open all bids publicly at the time and place stated in the advertisement and shall 
select the lowest and/or best bid by a qualified bidder. If the lowest bid is not selected, the reasons for the 
selections shall be stated in writing.” 
 
We recommend the fiscal court and management abide by the competitive bidding requirements outlined in the 
county’s administrative code and KRS 424.260(1).  We recommend adequate oversight procedures be 
implemented to ensure this process is followed for any purchases of like type items that exceed $30,000 during 
the fiscal year. 
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response:  The Fiscal Court is following all competitive bidding requirements, always 
accepting the lowest bidder but will always act in the best interest of the County. 
 
2021-008 Internal Controls, Review Procedures, And Oversight For Payroll Processing Are Not Adequate 
 
This is a repeat finding and was included in the prior year audit report as finding 2020-007. The following issues 
were noted for payroll processing: 
 

• Thirteen timesheets were not signed by a supervisor. 
• One employee’s leave balance did not agree to timesheet. 
• The payroll revolving account was not reconciled to zero on a monthly basis. 
• Retirement contributions did not appear to be accurate or properly recorded. Out of the three months 

tested, three were paid late and one employee’s match was paid over to the treasurer but not included 
on the retirement reports. Additionally, a total of six months reports were paid late resulting in fines of 
$6,000. 

• A 1099 was not issued for compensation paid for monthly bookkeeping expenses from Rebuild Morgan 
County. 
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Section II: Financial Statement Findings (Continued) 
 
2021-008 Internal Controls, Review Procedures, And Oversight For Payroll Processing Are Not Adequate 

(Continued) 
 
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. 
 
Employee hours worked could not be substantiated because the county failed to maintain signed timesheets. 
Since the payroll account has not been reconciled to zero there could be monies in the payroll account which 
belong to other funds of the fiscal court. Also, the amount of wages reported to County Employees Retirement 
System (CERS) determines employees’ retirement benefits. It is imperative that the reported wages are complete, 
accurate, and supported by payroll documentation. Failure to pay accurate amounts to County Employees 
Retirement System (CERS) timely can result in penalties and interest charges, which are not an efficient use of 
taxpayer resources.   
 
KRS 337.320(1) states, in part, “[e]very employer shall keep a record of: (a) The amount paid each pay period 
to each employee; (b) The hours worked each day and each week by each employee[.]” Payroll revolving 
accounts are established in order to process individual payroll transactions and should zero out or reconcile to a 
minimal carrying balance. 
 
KRS 78.625(2) states, “[t]he agency reporting official of the county shall file the following at the retirement 
office on or before the tenth day of the month following the period being reported: (a) The employee and 
employer contributions required under KRS 78.610 and 78.635; (b) The employer contributions and 
reimbursements for retiree health insurance premiums required under KRS 78.5540; and (c) A record of all 
contributions to the system on the forms prescribed by the systems. KRS 78.625(3) states, “(a) If the agency 
reporting official fails to file at the retirement office all contributions and reports on or before the tenth day of 
the month following the period being reported, interest on the delinquent contributions at the actuarial rate 
adopted by the board compounded annually, but not less than one thousand dollars ($1,000), may be added to 
the amount due the system. (b) Delinquent contributions, with interest at the rate adopted by the board 
compounded annually, or penalties may be recovered by action in the Franklin Circuit Court against the county 
liable or may, at the request of the board, be deducted from any other moneys payable to the county by any 
department or agency of the state.” KRS 78.625(4) states, “[i]f an agency is delinquent in the payment of 
contributions due in accordance with any of the provisions of KRS 78.510 to 78.852, refunds and retirement 
allowance payments to members of this agency may be suspended until the delinquent contributions, with 
interest at the rate adopted by the board compounded annually, or penalties have been paid to the system.” 
 
We recommend the fiscal court implement effective internal controls, review procedures, and oversight for 
payroll processing to ensure the completeness and accuracy of all payroll information. 
 
Views of Responsible Official and Planned Corrective Action:  
 
County Judge/Executive’s Response: Internal Controls have been implemented to help correct this finding and 
ensure adequate oversight of all payroll processing. 
 
Section III:  Federal Award Findings And Questioned Costs 
 
None. 
 
Section IV:  Summary Schedule of Prior Audit Findings  
 
Not applicable.  
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