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Independent Auditor’s Report 
 
 
 

Board of Directors 
Cumberland Trace Legal Services, Inc. 
   d/b/a Kentucky Legal Aid 
Bowling Green, Kentucky 
 
 
Report on the Financial Statements  

We have audited the accompanying financial statements of Cumberland Trace Legal Services, Inc. 
d/b/a Kentucky Legal Aid (Organization), which comprise the statements of financial position as of 
December 31, 2019 and 2018, and the related statements of activities, functional expenses and cash 
flows for the years then ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits 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.  Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the organizations internal control.  Accordingly, we express no such opinion.  An 
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.   
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Organization as of December 31, 2019 and 2018, and the changes in its net 
assets and its cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Emphasis of Matter 

As described in Note 11 to the financial statements, in 2019, the Organization adopted Accounting 
Standards Update No. 2016-18 (ASU 2016-18), Statement of Cash Flows (Topic 230):  Restricted 
Cash.  Our opinion is not modified with respect to this matter. 
 
Other Matters 

Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a 
whole.  The accompanying supplementary information, including the schedule of revenues, support 
and allocated expenses for satisfaction of program restrictions for Legal Services Corporation and 
other grants; schedule of revenues, support and allocated expenses for satisfaction of program 
restrictions for other grants; schedule of expenses for private attorney involvement; and the schedule 
of expenditures of federal awards required by Title 2, U.S. Code of Federal Regulations, Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 
as listed in the table of contents, is presented for purposes of additional analysis and is not a required 
part of the financial statements.  Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare the 
financial statements.  The information has been subjected to the auditing procedures applied in the 
audit of the financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare 
the financial statements or to the financial statements themselves and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our 
opinion, the information is fairly stated, in all material respects, in relation to the financial statements 
as a whole. 

Other Reporting Required by Government Auditing Standards  

In accordance with Government Auditing Standards, we have also issued our report dated April 3, 
2020, on our consideration of the Organization’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   
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control over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on the effectiveness of the Organization’s 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 Organization’s internal control over financial reporting and 
compliance. 

 

Bowling Green, Kentucky 
April 3, 2020 
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See Notes to Financial Statements  

Assets
2019 2018

Current Assets
Cash and cash equivalents 267,891$          202,360$          
Client escrow funds 560                   145                   
Investments – certificates of deposit 597,194            796,644            
Grants receivable 260,270            216,419            
Prepaid expenses and other 49,895              66,907              

Total current assets 1,175,810         1,282,475         

Property and Equipment
Buildings and improvements 1,742,482         1,685,537         
Furniture 139,256            94,009              
Vehicles -                       59,568              
Construction in process 102,035            -                       

1,983,773         1,839,114         
Less accumulated depreciation 573,508            636,326            

1,410,265         1,202,788         
 
Long-term investments 1,108,199         1,013,906         

Total  assets 3,694,274$       3,499,169$       
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Liabilities and Net Assets
2019 2018

Current Liabilities
Accounts payable 134,011$          94,025$            
Accrued expenses 196,026            157,618            
Client escrow funds 560                   145                   
Deferred revenue 337,096            344,156            

Total current liabilities 667,693            595,944            

Deferred Revenue 171,691            294,033            

Total liabilities 839,384            889,977            

Net Assets
Without donor restrictions – undesignated 1,122,447         1,106,882         
Without donor restrictions – other program’s property 1,053,721         1,049,821         

Total net assets without donor restrictions 2,176,168         2,156,703         

With donor restrictions
Legal Services Corporation 255,712            116,047            
Legal Services Corporation property 356,544            152,966            
Interest on Lawyer Trust Account 66,466              183,476            

Total net assets with donor restrictions 678,722            452,489            

Total net assets 2,854,890         2,609,192         

Total  liabilities and net assets 3,694,274$       3,499,169$       
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Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total

Revenues, Gains and Other Support
Grants and contracts -$                     3,933,512$       3,933,512$       -$                     3,393,867$       3,393,867$       
Rental income 5,400                -                       5,400                5,400                -                       5,400                
Court appointed attorney fees 5,995                -                       5,995                14,596              -                       14,596              
Interest income 59,450              -                       59,450              26,242              -                       26,242              
Other 86,555              -                       86,555              90,965              -                       90,965              
Gain on disposition of property 64,036              -                       64,036              6,376                -                       6,376                
Satisfaction of program restrictions 3,707,279         (3,707,279)       -                       3,244,663         (3,244,663)       -                       

Total revenues, gains
   and other support 3,928,715         226,233            4,154,948         3,388,242         149,204            3,537,446         

Expenses
Program services 3,427,110                                 - 3,427,110         2,799,946         -                       2,799,946         
Management and general 482,140                                    - 482,140            425,718            -                       425,718            

Total expenses          3,909,250                         - 3,909,250         3,225,664         -                       3,225,664         

Change in Net Assets               19,465 226,233            245,698            162,578            149,204            311,782            

Net Assets, Beginning of Year          2,156,703 452,489            2,609,192         1,994,125         303,285            2,297,410         

Net Assets, End of Year  $      2,176,168 678,722$          2,854,890$       2,156,703$       452,489$          2,609,192$       

2019 2018
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Program Management Program Management
Services and General Total Services and General Total

Personnel Expenses
Attorneys 1,320,181$       129,615$          1,449,796$       1,090,114$       127,435$          1,217,549$       
Paralegals 296,592            -                       296,592            284,137            -                       284,137            
Other 326,185            154,215            480,400            303,399            121,334            424,733            
Employee benefits 735,058            145,065            880,123            607,656            130,921            738,577            

Total personnel expenses 2,678,016         428,895            3,106,911         2,285,306         379,690            2,664,996         

Other Expenses
Occupancy 106,951            2,019                108,970            65,476              1,783                67,259              
Equipment rental 44,162              129                   44,291              16,858              72                     16,930              
Office supplies and expenses 57,012              9,520                66,532              50,124              5,301                55,425              
Telephone 12,760              1,016                13,776              12,619              1,016                13,635              
Travel 44,013              2,277                46,290              30,079              2,105                32,184              
Training 43,052              904                   43,956              27,756              4,435                32,191              
Library 32,704              750                   33,454              30,257              675                   30,932              
Insurance 18,318              917                   19,235              20,460              917                   21,377              
Dues and fees 13,715              1,986                15,701              9,848                2,913                12,761              
Audit -                       21,805              21,805              -                       21,635              21,635              
Litigation 3,153                -                       3,153                1,245                                        - 1,245                
Contract services to program 304,562            10,180              314,742            177,238            1,620                178,858            
Depreciation and amortization 48,765              -                       48,765              41,767              -                       41,767              
Other 19,927              1,742                21,669              30,913              3,556                34,469              

Total other expenses 749,094            53,245              802,339            514,640            46,028              560,668            

Total expenses 3,427,110$       482,140$          3,909,250$       2,799,946$       425,718$          3,225,664$       

2019 2018
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2019 2018

Operating Activities
Change in net assets 245,698$          311,782$          
Adjustments to reconcile changes in net assets to 
   net cash provided by operating activities

Depreciation and amortization 48,765              41,767              
Gain on sale of property and equipment (64,036)            (6,376)              

Changes in
Grants receivable (43,851)            118,017            
Prepaid expenses 17,012              (24,616)            
Accounts payable and accrued expenses 78,394              42,404              
Other liabilities and client escrow funds (128,987)          (144,282)          

Net cash provided by operating activities 152,995            338,696            

Investing Activities
Purchase of property and equipment (291,106)          (47,920)            
Proceeds from disposition of property and equipment 98,900              6,376                
Net change in investments 105,157            (345,074)          

Net cash used in investing activities (87,049)            (386,618)          

Increase (Decrease) in Cash and Cash Equivalents 
   and Restricted Cash 65,946              (47,922)            

Cash and Cash Equivalents and Restricted Cash,
    Beginning of Year 202,505            250,427            

Cash and Cash Equivalents and Restricted Cash,
    End of Year 268,451$          202,505$          

Cash and cash equivalents 267,891$          202,360$          
Client escrow funds 560                   145                   

Cash and cash equivalents and restricted cash 268,451$          202,505$          
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Note 1: Nature of Operations and Summary of Significant Accounting Policies 

Nature of Operations 

Cumberland Trace Legal Services, Inc. d/b/a Kentucky Legal Aid (Organization) is a nonprofit 
corporation organized for the purpose of providing legal assistance in noncriminal proceedings or 
other matters to persons financially unable to afford legal assistance in western and south central 
Kentucky.  The Organization is primarily funded through a grant from Legal Services Corporation 
(LSC), a nonprofit corporation established by Congress to administer a national legal assistance 
program. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 

Cash and Cash Equivalents 

The Organization considers all liquid investments with original maturities of three months or less to 
be cash equivalents.  At December 31, 2019 and 2018, cash equivalents consisted of money market 
accounts and certificates of deposit. 

At December 31, 2019, the Organization’s cash accounts did not exceed federally insured limits. 

Client Escrow Funds 

The Organization receives funds from various clients to be held in trust for fees to be paid on 
behalf of clients.  Accordingly, at December 31, 2019 and 2018, the Organization recorded a 
corresponding liability in the amount of the client escrow fund assets. 

Investments 

Investments consist of certificates of deposit, which are stated at cost, plus accrued interest, which 
approximate market.  These certificates of deposit have interest rates ranging from 1.65% to 3.00% 
and maturity dates of 2020 to 2022. 
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Grant Commitments 

The Organization receives its grant support through periodic claims filed with the respective 
funding sources.  Since the financial statements of the Organization are prepared on the accrual 
basis, all earned portions of the grants not yet received as of December 31, 2019 and 2018, have 
been recorded as grants receivable. 

Property and Equipment 

Property and equipment are stated at cost if purchased, and at fair market value if donated, and are 
depreciated on the straight-line method over the estimated useful life of each asset.  Property and 
equipment acquired with LSC funds are considered to be owned by the Organization while used in 
the program or in future authorized programs.  However, LSC retains a reversionary interest in 
these assets, as well as the right to determine the use of any proceeds from the sales of these assets. 

The estimated useful lives for each major depreciable classification of property and equipment are 
as follows: 

Buildings 40 years
Building improvements 40 years
Furniture and equipment 5–10 years
Vehicles 5–10 years  

Long-Lived Asset Impairment 

The Organization evaluates the recoverability of the carrying value of long-lived assets whenever 
events or circumstances indicate the carrying amount may not be recoverable.  If a long-lived asset 
is tested for recoverability and the undiscounted estimated future cash flows expected to result from 
the use and eventual disposition of the asset is less than the carrying amount of the asset, the asset 
cost is adjusted to fair value and an impairment loss is recognized as the amount by which the 
carrying amount of a long-lived asset exceeds it fair value.  No asset impairment was recognized 
during the years ended December 31, 2019 and 2018. 

Deferred Revenue 

Revenue from the Bank of America settlement is deferred and recognized over the periods the 
Organization’s staff perform legal services related to mortgage default foreclosure processes or 
other housing related issues.  At December 31, 2019 and 2018, there were $337,096 and $344,156, 
respectively, of deferred revenue included in other current liabilities and $171,691 and $294,033, 
respectively, included in other liabilities in the statements of financial position.

Net Assets 

Net assets with donor restrictions are those which use by the Organization has been limited by 
grantors or donors to a specific time period or purpose.   
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The Organization recognizes grant funds from LSC as support with donor restrictions until 
expended on LSC eligible activities.  Property and equipment purchased with LSC funding are 
classified as net assets with donor restrictions, which are released from restriction as the related 
depreciation on such property and equipment is recognized.  Funds remaining unexpended at the 
end of an accounting period are recorded as net assets with donor restrictions.  In accordance with 
general LSC policy, the Organization may use unexpended funds in future periods for expenses in 
compliance with specific terms of the LSC grant. 

At its discretion, LSC may request reimbursement of expenses or the return of unexpended funds as 
a result of noncompliance by the Organization with the terms of the grant.  In addition, if the 
Organization terminates its LSC grant activities, all unexpended funds are to be returned to LSC. 

The Organization recognizes Interest on Lawyer Trust Account (IOLTA) grant funds in the period 
received.  Funds remaining unexpended at the end of an accounting period are recorded as net 
assets with donor restrictions until funds are expended in accordance with specific terms of the 
grant.   

Contributed Services 

Contributions of services are recognized as revenue at their estimated fair value only when the 
services received create or enhance nonfinancial assets or require specialized skills possessed by 
the individuals providing the service and the service would typically need to be purchased if not 
donated.  However, pro bono activities were considered by management to be immaterial in the 
current and prior year.   

Other Grant Support 

The Organization recognizes grant funds as support on a straight-line basis over the grant period.  
Funds remaining unexpended at the end of an accounting period are recorded as net assets with or 
without donor restrictions. 

Income Taxes 

The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue 
Code (IRC).  In addition, the Organization has been determined by the IRS to not be a private 
foundation within the meaning of Section 509(a) of the IRC. 

The Organization files tax returns in the United States federal jurisdiction. 
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Functional Allocation of Expenses 

The costs of supporting the various programs and other activities have been summarized on a 
functional basis in the statements of activities.  Certain costs have been allocated among the 
program and management and general categories based on grant agreements or on the basis 
appearing most reasonable to the Organization. 

Subsequent Events 

Subsequent events have been evaluated through April 3, 2020, which is the date the financial 
statements were available to be issued. 

Reclassifications 

Certain reclassifications have been made to the 2018 financial statements to conform to the 2019 
financial statement presentation.  These reclassifications had no effect on the change in net assets. 

 

Note 2: Grants and Contracts 

The Organization’s operations are funded by local county government filing fee allocations and 
various grants.  Total revenues from these entities recognized for 2019 and 2018 are as follows: 

2019 2018

LSC 1,316,205$    1,184,801$    
United Way 252,917         252,688         
Access to Justice Foundation 140,666         90,904           
Kentucky filing fees 614,972         629,952         
U.S. Department of Health and Human Services – 155,453         186,891         
   Title III
IOLTA 45,643           221,137         
Kentucky Justice and Public Safety Cabinet 714,322         419,156         
Office on Violence Against Women 247,985         204,106         
Other 445,349         204,232         

3,933,512$    3,393,867$    
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Note 3: Grant Commitments 

The Organization receives its grant support through periodic claims filed with the respective 
funding sources, not to exceed a limit specified in the funding agreement.  Since the financial 
statements of the Organization are prepared on the accrual basis, all earned portions of the grants 
not yet received as of December 31, 2019, have been recorded as grants receivable.  Following are 
the grant commitments that extend beyond December 31, 2019: 

Grant Term
Grant 

Amount

Earned as of 
December 31, 

2019
Funding 
Available

Victims of Crime Act  Grant (VOCA) 10/1/2019–9/30/2020 947,964$     159,664$             788,300$     
Office on Violence Against Women 10/1/2016–9/30/2022 1,199,950$  646,755$             553,195$     
United Way 7/1/2019–6/30/2020 261,564$     129,727$             131,837$     

 

The Organization also receives funding under grants from the Administration on Aging Special 
Programs for the Aging.  These grants extend through June 30, 2020, and the grants are awarded 
based on the quantity of hourly services provided to clients. 

 

Note 4: Legal Services Corporation Expenditures 

For purposes of providing legal services to low income individuals, LSC provides limited advances 
of the minimum amounts necessary for immediate disbursement needs.  Any carryover funds in 
excess of 10% of LSC support require approval from LSC.  Support includes the annual LSC grant 
award and reimbursements from other sources. 

2019 2018

LSC grant awarded 1,316,205$    1,184,801$    
Interest income and other reimbursements 64,850           31,692           

Total LSC support 1,381,055$    1,216,493$    

10% of total LSC support 138,106$       121,649$       

Carryover funds (cumulative net assets utilized) 255,712$       116,047$       
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Note 5: Property and Equipment 

Property and equipment at December 31, 2019 and 2018 consists of: 

LSC Non-LSC 2019

Buildings and improvements 342,058$       1,400,424$    1,742,482$    
Furniture 26,050           113,206         139,256         
Construction in progress 102,035         -                     102,035         

470,143         1,513,630      1,983,773      
Less accumulated depreciation 113,599         459,909         573,508         

356,544$       1,053,721$    1,410,265$    

LSC Non-LSC 2018

Buildings and improvements 288,433$       1,397,104$    1,685,537$    
Furniture 20,000           74,009           94,009           
Vehicles -                     59,568           59,568           

308,433         1,530,681      1,839,114      
Less accumulated depreciation 155,467         480,859         636,326         

152,966$       1,049,822$    1,202,788$    

 
 

Note 6: Pension Plan 

Plan Description 

The Organization contributes to the Kentucky Retirement Systems Employee Pension Plan (Plan), 
a cost-sharing multiple-employer defined benefit pension plan administered by the Commonwealth 
of Kentucky.  Pension expense is recorded for the amount the Organization is contractually 
required to contribute for the year.  The Plan provides retirement and disability benefits, including 
annual cost of living adjustments and death benefits to Plan members and their beneficiaries.  State 
law assigns the authority to establish and amend benefit provisions to the Plan’s board of trustees, 
which is appointed by the governor with the approval of the State Legislature.  The Plan issues a 
publicly available financial report that includes financial statements and required supplementary 
information for the Plan.  The report may be obtained by writing to the Plan at 1260 Louisville 
Road, Frankfort, KY 40601, or by calling 800.928.4646. 
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Funding Policy 

The authority to establish and amend requirements of Plan members and the Organization is set 
forth in state law and is vested in the Plan’s board of trustees.  The Organization is required to 
contribute at an actuarially determined rate.  For 2019, the Organization contributed 21.48% of 
each participant’s salary from January through June and contributed 24.06% from July through 
December.  For 2018, the Organization contributed 19.18% of each participant’s salary from 
January through June and contributed 21.48% of each participant’s salary from July through 
December.  Contributions to the Plan for 2019 and 2018, were $452,696 and $352,083, 
respectively, which equaled the required contributions for each year.  

 

Note 7: Operating Leases 

Noncancellable operating leases for office space expire in various years through 2021.   

Future minimum lease payments at December 31, 2019, were: 

2020 22,800$         
2021 19,000           

41,800$         
 

 

The Organization incurred certain short-term leasing arrangements for office space and small 
equipment.  Total rent expense incurred for 2019 and 2018, was $78,781 and $29,486, respectively. 

 

Note 8: Private Attorney Involvement 

LSC provides funding of private attorney involvement based upon a minimum of 12.50% of the 
total LSC grant.  Total funding utilized for private attorney involvement totaled $163,966 and 
$159,956 for 2019 and 2018, respectively. 
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Note 9: Liquidity and Availability 

Financial assets available for general expenditure, that is, without donor or other restrictions 
limiting their use, within one year of December 31, comprise the following: 

2019 2018

Cash and cash equivalents 267,891$       202,360$       
Investments – certificates of deposit 597,194         796,644         

865,085$       999,004$       

 
As part of the Organization’s liquidity management, it has a policy to structure its financial assets 
to be available as its general expenditures, liabilities and other obligations come due. 

 

Note 10: Significant Estimates and Concentrations 

Accounting principles generally accepted in the United States of America require disclosure of 
certain significant estimates and current vulnerabilities due to certain concentrations.  Those 
matters include the following: 

Grant Revenue 

Approximately 33% and 35% of the Organization’s grant revenues for the years 2019 and 2018, 
respectively, were funded through grants from LSC. 

 

Note 11: Change in Accounting Principle 

In 2019, the Organization changed its method of accounting for restricted cash and restricted cash 
equivalents by adopting the provisions of Accounting Standards Update No. 2016-18 (ASU 2016-
18), Statement of Cash Flows (Topic 230): Restricted Cash.  The new accounting guidance in ASU 
2016-18 requires balances generally described as restricted cash or restricted cash equivalents to be 
included with cash and cash equivalents when reconciling beginning and end-of-period balances on 
the statements of cash flows.  This change was applied retrospectively to all periods presented, 
which resulted in the client escrow funds being included with cash and cash equivalents within the 
statements of cash flows.  
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Note 12: Future Changes in Accounting Principles 

Accounting for Leases 

The Financial Accounting Standards Board amended its standard related to the accounting for 
leases.  Under the new standard, lessees will now be required to recognize substantially all leases 
on the statements of financial position as both a right-of-use asset and a liability.  The standard has 
two types of leases for statements of activities recognition purposes:  operating leases and finance 
leases.  Operating leases will result in the recognition of a single lease expense on a straight-line 
basis over the lease term similar to the treatment for operating leases under existing standards.  
Finance leases will result in an accelerated expense similar to the accounting for capital leases 
under existing standards.  The determination of lease classification as operating or finance will be 
done in a manner similar to existing standards.  The new standard also contains amended guidance 
regarding the identification of embedded leases in service contracts and the identification of lease 
and nonlease components in an arrangement.  The new standard is effective for annual periods 
beginning after December 15, 2020, and any interim periods within annual reporting periods that 
begin after December 15, 2021.  The Organization is evaluating the effect the standard will have on 
the financial statements; however, the standard is expected to not have a material effect on the 
financial statements due to the recognition of additional assets and liabilities for operating leases. 
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2018
Rural

Summer
Basic Legal

Non-LSC Field Corps LSC Other 
Grants Grants Fellow Subtotal Property Property Total Total

Revenues, Gains and Other Support
Grants and contracts 2,617,307$       1,311,205$      5,000$           3,933,512$       -$                   -$                     3,933,512$       3,393,867$       
Rental income -                       5,400               -                     5,400                -                     -                       5,400                5,400                
Court appointed attorney fees 5,995                -                      -                     5,995                -                     -                       5,995                14,596              
Interest income -                       59,450             -                     59,450              -                     -                       59,450              26,242              
Gain on property -                       -                      -                     -                       55,036           9,000                64,036              6,376                
Other income 86,555              -                      -                     86,555              -                     -                       86,555              90,965              

Total revenues, gains
   and other support 2,709,857         1,376,055        5,000             4,090,912         55,036           9,000                4,154,948         3,537,446         

Allocated Expenses
Personnel expenses

Attorneys 1,170,679         279,117           -                     1,449,796         -                     -                       1,449,796         1,217,549         
Paralegals 236,950            59,642             -                     296,592            -                     -                       296,592            284,137            
Other 318,209            162,191           -                     480,400            -                     -                       480,400            424,733            
Employee benefits 496,572            383,551           -                     880,123            -                     -                       880,123            738,577            

Total personnel expenses 2,222,410         884,501           -                     3,106,911         -                     -                       3,106,911         2,664,996         

Other expenses
Occupancy 82,464              26,506             -                     108,970            -                     -                       108,970            67,259              
Equipment rental 34,948              9,343               -                     44,291              -                     -                       44,291              16,930              
Office supplies and expenses 51,076              15,456             -                     66,532              -                     -                       66,532              55,425              
Telephone 9,474                4,302               -                     13,776              -                     -                       13,776              13,635              
Travel 40,451              5,839               -                     46,290              -                     -                       46,290              32,184              
Training 39,108              4,848               -                     43,956              -                     -                       43,956              32,191              
Library 24,228              9,226               -                     33,454              -                     -                       33,454              30,932              
Insurance 12,852              6,383               -                     19,235              -                     -                       19,235              21,377              
Dues and fees 15,701              -                      -                     15,701              -                     -                       15,701              12,761              
Audit 12,615              9,190               -                     21,805              -                     -                       21,805              21,635              
Litigation 2,159                994                  -                     3,153                -                     -                       3,153                1,245                
Contract services to program 220,864            88,878             5,000             314,742            -                     -                       314,742            178,858            
Depreciation -                       -                      -                     -                       10,148           38,617              48,765              41,767              
Other 9,435                12,234             -                     21,669              -                     -                       21,669              34,469              

Total other expenses 555,375            193,199           5,000             753,574            10,148           38,617              802,339            560,668            

Total allocated expenses 2,777,785         1,077,700        5,000             3,860,485         10,148           38,617              3,909,250         3,225,664         

Revenues, Gains and Other Support
   over (Under) Allocated Expenses (67,928)            298,355           -                     230,427            44,888           (29,617)            245,698            311,782            

Other Changes in Net Assets
Cash received from property 9,000                89,900             -                     98,900              (89,900)          (9,000)              -                       -                       
Acquisition of property (42,517)            (248,590)         -                     (291,107)          248,590         42,517              -                       -                       

Change in Net Assets (101,445)          139,665           -                     38,220              203,578         3,900                245,698            311,782            

Net Assets, Beginning of Year 1,290,358         116,047           -                     1,406,405         152,966         1,049,821         2,609,192         2,297,410         

Net Assets, End of Year 1,188,913$       255,712$         -$                   1,444,625$       356,544$       1,053,721$       2,854,890$       2,609,192$       

2019
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2018

Title III
IOLTA 
Grant

State 
Grants

Other Non-LSC 
Grants Total Total

Revenues, Gains and Other Support
Grants and contracts 155,453$       45,643$         140,666$       2,275,545$         2,617,307$         2,209,066$    
Court appointed attorney fees -                    -                    5,995             -                          5,995                  14,596           
Gain on property -                    -                    -                    9,000                  9,000                  5,126             
Other income 164                -                    -                    86,391                86,555                90,915           

Total revenues, gains
   and other support 155,617         45,643           146,661         2,370,936           2,718,857           2,319,703      

Allocated Expenses
Personnel expenses

Attorneys 48,550           82,610           50,823           988,696              1,170,679           824,573         
Paralegals 13,559           26,794           25,899           170,698              236,950              179,254         
Other 45,467           23,289           30,480           218,973              318,209              247,840         
Employee benefits 40,370           26,851           11,666           417,685              496,572              388,417         

Total personnel expenses 147,946         159,544         118,868         1,796,052           2,222,410           1,640,084      

Other expenses
Occupancy -                    129                -                    82,335                82,464                34,993           
Equipment rental 2,181             251                1,844             30,672                34,948                8,813             
Office supplies and expenses 4,958             682                -                    45,436                51,076                29,732           
Telephone 1,485             845                -                    7,144                  9,474                  7,031             
Travel 3,818             210                -                    36,423                40,451                23,190           
Training 1,795             520                -                    36,793                39,108                27,469           
Library 169                -                    -                    24,059                24,228                15,584           
Insurance 458                -                    -                    12,394                12,852                14,037           
Dues and fees -                    55                  13,861           1,785                  15,701                12,761           
Audit 1,026             417                1,147             10,025                12,615                11,040           
Litigation -                    -                    -                    2,159                  2,159                  544                
Contract services to program 2,063             -                    10,180           208,621              220,864              147,922         
Other 1,341             -                    761                7,333                  9,435                  17,304           

  Total other expenses 19,294           3,109             27,793           505,179              555,375              350,420         

  Total allocated expenses 167,240         162,653         146,661         2,301,231           2,777,785           1,990,504      

Revenues, Gains and Other Support
   over (Under) Allocated Expenses (11,623)         (117,010)       -                    69,705                (58,928)               329,199         

Other Changes in Net Assets
 Acquisition of property -                    -                    -                    (42,517)               (42,517)               (27,920)         

Change in Net Assets (11,623)         (117,010)       -                    27,188                (101,445)             301,279         

Net Assets, Beginning of Year 16,226           183,476         -                    1,090,656           1,290,358           989,079         

Net Assets, End of Year 4,603$           66,466$         -$                  1,117,844$         1,188,913$         1,290,358$    

2019
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2019 2018

Personnel Expenses
Attorneys 26,263$            21,505$            
Paralegals 1,328                1,788                
Other 27,102              55,962              
Employee benefits 24,889              27,765              

Total personnel expenses 79,582              107,020            

Other Expenses
Occupancy 3,073                881                   
Equipment rental 1,249                222                   
Office supplies and expenses 1,735                726                   
Telephone 388                   179                   
Travel 1,305                422                   
Training 1,240                422                   
Library 943                   405                   
Insurance 542                   280                   
Dues and fees 443                   167                   
Audit 615                   283                   
Contract services to program 72,851              28,692              
Other -                       20,257              

Total other expenses 84,384              52,936              

Total expenses 163,966$          159,956$          
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The accompanying notes are an integral part of this schedule 20 

Federal Pass-Through Pass-Through Total
Federal Grantor/Pass-Through CFDA Entity Identifying to Federal

Grantor/Program or Cluster Title Number Number Subrecipients Expenditures

U.S. Office of Inspector General/
   Legal Services Program 09.618036  $                          -  $           943,436 
   Rural Intern Summer Legal Corps Student Fellowship                              -                   5,000 
Capital Expenditure for Renovation                              -               242,540 
Capital Expenditure for Website                              -                   6,050 

                             -            1,197,026 

U.S. Department of Health and Human Services
   Administration on Aging/Barren River Area

Development District/Special Programs for
the Aging – Title VII Chapter 3 – Programs
for Prevention of Elder Abuse, Neglect
and Exploitation 93.041 AS-2018-2019-0404                              -                   3,524 

U.S. Department of Health and Human Services
   Aging Cluster; Administration on Aging/Special 

Programs for the Aging – Title III, for 
Supportive Services and Senior Centers

Barren River Area Development District 93.044 AS-2018-2019-0404                              -                 76,257 
Purchase Area Development District 93.044 PON2 725 1700002624 1                              -                 10,385 
Pennyrile Area Development District 93.044 M-05154452(3)                              -                 12,690 
Green River Area Development District 93.044 20*1251-11                              -                 16,515 

                             -               115,847 

U.S. Department of Health and Human Services
  Administration on Aging/Barren River Area
    Development District/Special Programs for 
    the Aging – Title VII Ombudsman 93.042 AS-2018-2019-0404                              -                   5,898 

U.S. Department of Health and Human Services
  Administration on Aging/Barren River Area

Development District/Centers for Medicare and
Medicaid Services (CMS) Research Aging – State 
Health Insurance Assistance Programs 93.779 AS-2018-2019-0404                              -                 23,280 

U.S. Department of Health and Human Services
  Administration on Aging/Barren River Area 

Development District/Lifespan Respite Care
Program – Medicare Improvements for Patients and 
Providers Act  – State Health Insurance Assistance 93.071 AS-2018-2019-0404                              -                 18,690 

U.S. Department of Justice, Office on Violence
  Against Women/Legal Assistance for Victims 16.524 2016-WL-AX-0048                              -               247,985 

U.S. Department of Housing and Urban 
  Development/West Tennessee Legal Services/
  Housing Counseling Assistance Program 14.169 HC-1800-11022/HC-1900-11022                              -                 41,356 

U.S. Department of Justice, Office on Violence
  Against Women/Kentucky Justice and Public Safety VOCA-2019-CUMBERLAND-00063 and
  Cabinet/Victims of Crime Act  Grant (VOCA) 16.575 VOCA-2018-CUMBERLAND 01915                              -               714,322 

 $                          -  $        2,367,928 
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Notes to Schedule 

1. The accompanying schedule of expenditures of federal awards (Schedule) includes the 
federal award activity of the Organization under programs of the federal government for the 
year ended December 31, 2019.  The information in this Schedule is presented in accordance 
with the requirements of Title 2, United States Code of Federal Regulations, Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards (Uniform Guidance).  Because the Schedule presents only a selected portion of the 
operations of the Organization, it is not intended to, and does not, present the financial 
position, changes in net assets or cash flows of the Organization. 

2. Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such 
expenditures are recognized following the cost principles contained in Uniform Guidance 
wherein certain types of expenditures are not allowable, or are limited, as to reimbursement.  
Negative amounts shown on the Schedule, if any, represent adjustments or credits made in 
the normal course of business to amounts reported as expenditures in prior years.  The 
Organization has elected to use 10% de minimis indirect cost rate allowed under Uniform 
Guidance.  The Legal Services Program grant is considered to be high risk. 
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Report on Internal Control over 
Financial Reporting and on Compliance and Other Matters 

Based on an Audit of Financial Statements Performed 
in Accordance with Government Auditing Standards 

 
Independent Auditor’s Report 

 
 
 

Board of Directors 
Cumberland Trace Legal Services, Inc. 
   d/b/a Kentucky Legal Aid 
Bowling Green, Kentucky 
 
 
We have audited, 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 statements of 
Cumberland Trace Legal Services, Inc. d/b/a Kentucky Legal Aid (Organization), which comprise the 
statement of financial position as of December 31, 2019, and the related statements of activities, 
functional expenses and cash flows for the year then ended, and the related notes to the financial 
statements and have issued our report thereon dated April 3, 2020, which contained an emphasis of 
matter paragraph regarding a change in accounting principle. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Organization’s 
internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Organization’s 
internal control.  Accordingly, we do not express an opinion on the effectiveness of the 
Organization’s internal control. 

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 statements will not be prevented, or detected and 
corrected on a timely basis.  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.
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Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies 
may exist that have not been identified.  Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses.  We did identify a 
certain deficiency in internal control, described in the accompanying schedule of findings and 
questioned costs as item 2019-001, that we consider to be a significant deficiency. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organization’s financial statements are 
free from 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 no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 

Organization’s Response to Finding 

The Organization’s response to the finding identified in our audit is described in the accompanying 
schedule of findings and questioned costs.  The Organization’s response was not subjected to the 
auditing procedures applied in the audit of the financial statements 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. 

 

Bowling Green, Kentucky 
April 3, 2020 
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Report on Compliance for Each Major Federal Program  
and Report on Internal Control over Compliance  

 
Independent Auditor’s Report 

 
 
 

Board of Directors 
Cumberland Trace Legal Services, Inc. 
   d/b/a Kentucky Legal Aid 
Bowling Green, Kentucky 
 
 
Report on Compliance for the Major Federal Program 

We have audited Cumberland Trace Legal Services, Inc. d/b/a Kentucky Legal Aid’s (Organization) 
compliance with the types of compliance requirements described in the OMB Compliance 
Supplement and the Legal Services Corporation Compliance Supplement that could have a direct and 
material effect on the Organization’s major federal program for the year ended December 31, 2019.  
The Organization’s major federal program is 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 the Organization’s major federal 
program 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, Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance) and the Legal Services Corporation 
Audit Guide.  Those standards and the Uniform Guidance and the Legal Service Corporation Audit 
Guide 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 Organization’s compliance with those requirements and performing such 
other procedures as we considered necessary in the circumstances.   
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We believe that our audit provides a reasonable basis for our opinion on compliance for the major 
federal program.  However, our audit does not provide a legal determination of the Organization’s 
compliance. 

Opinion on the Major Federal Program 

In our opinion, the Organization complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on its major federal 
program for the year ended December 31, 2019.    

Report on Internal Control over Compliance  

Management of the Organization 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 Organization’s internal control over 
compliance with the types of requirements that could have a direct and material effect on the major 
federal program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for the major federal program and to test and report 
on internal control over compliance in accordance with the Uniform Guidance and with the Legal 
Service Corporation Audit Guide, 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 Organization’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 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.
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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 results of that testing based on the requirements of 
the Uniform Guidance and the Legal Services Corporation Audit Guide.  Accordingly, this report is 
not suitable for any other purpose. 

 

Bowling Green, Kentucky 
April 3, 2020 
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Summary of Auditor’s Results 

Financial Statements 

1. The type of report the auditor issued on whether the financial statements audited were prepared in 
accordance with accounting principles generally accepted in the United States of America (GAAP) 
was: 

 Unmodified    Qualified    Adverse   Disclaimed 
 

2. The independent auditor’s report on internal control over financial reporting disclosed: 

Significant deficiency(ies)?  Yes  None reported  

Material weakness(es)?  Yes   No  

3. Noncompliance considered material to the financial statements was disclosed by the audit? 

 Yes   No  
Federal Awards 

4. The independent auditor’s report on internal control over compliance for major federal awards 
programs disclosed: 

Significant deficiency(ies)? 
 

 Yes 
 

 None reported 

Material weakness(es)? 
 

 Yes  
 

 No  
 

5. The opinion expressed in the independent auditor’s report on compliance for major federal awards 
was:  

 Unmodified    Qualified    Adverse   Disclaimed 

 

6. The audit disclosed findings required to be reported by 2 CFR 200.516(a)? 

 Yes   No  
 

7. The Organization’s major program was: 
 

Cluster/Program CFDA Number 

Legal Services Corporation 09.618036 

8. The threshold used to distinguish between Type A and Type B programs was $750,000. 

9. The Organization qualified as a low-risk auditee? 

 Yes   No  
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Findings Required to be Reported by Government Auditing Standards 

Reference Number Finding     

2019-001 Criteria or specific requirement:  Management is responsible for the 
preparation of financial statements in accordance with accounting 
principles generally accepted in the United States of America. 
 

Condition:  Management identified during the year a clerical error with 
an amount recorded as revenue versus deferred revenue in the prior 
year, but all of the funding was expended in the current year.  
 

Effect: The financial statements did not properly reflect the deferred 
revenue balance in the prior year but was corrected in the current year 
as all funding was properly expended for the required purpose. 
 

Cause:  A clerical error occurred when the check received was 
received. 
 

Recommendation:  Management to continue to review check 
reconciliations.  
 

Views of responsible officials and planned corrective action:  We 
agree with the auditor’s comments and will continue to review check 
receipts closely and perform revenue reconciliations designed to 
identify clerical recording errors.  On or about November 20, 2018, 
KLA received via mail a check from the Kentucky IOLTA Fund for 
$117,010.50.  KLA receives multiple payments from IOLTA for two 
distinct grants, but both grants are paid from the Kentucky IOLTA 
Fund banking accounts.  One IOLTA grant is deferred revenue while 
the other grant is current revenue.  The check received should have 
been deferred but was erroneously posted in December 2018 as current 
revenue.  KLA’s Financial Administrator discovered the clerical 
recording error in 2019 while reviewing controls in place for revenue 
reconciliation.   She immediately contacted the auditor to disclose the 
prior year’s clerical recording error.  As the 2018 financial statement 
had already been released, the error was corrected in the 2019 financial 
statement.  All revenue was expended for the required purpose in the 
current year and internal controls operated successful to identify the 
error. 

 
Findings Required to be Reported by the Uniform Guidance  

Reference Number Finding  

 No matters are reportable. 
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Reference Number Summary of Finding Status 

No matters are reportable. 

 



 

 

 
 
 
Financial Oversight Committee 

Cumberland Trace Legal Services, Inc. 
   d/b/a Kentucky Legal Aid 
Bowling Green, Kentucky 
 
 
As part of our audits of the financial statements and compliance of Cumberland Trace Legal 
Services, Inc. d/b/a Kentucky Legal Aid (Organization) as of and for the year ended December 31, 
2019, we wish to communicate the following to you. 
 
 
AUDIT SCOPE AND RESULTS 
 
Auditor’s Responsibility Under 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 U.S. Office 
of Management and Budget (OMB) Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards (Uniform Guidance 
 
An audit performed 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 U.S. Office of Management 
and Budget (OMB) Uniform Guidance is designed to obtain reasonable, rather than absolute, 
assurance about the financial statements and about whether noncompliance with the types of 
compliance requirements described in the OMB Compliance Supplement that could have a direct 
and material effect on a major federal program occurred. In performing auditing procedures, we 
establish scopes of audit tests in relation to the  financial statements taken as a whole. Our 
engagement does not include a detailed audit of every transaction.  Our engagement letter more 
specifically describes our responsibilities. 
 
These standards require communication of significant matters related to the financial statement 
and compliance audits that are relevant to the responsibilities of those charged with governance in 
overseeing the financial reporting process.  Such matters are communicated in the remainder of 
this letter or have previously been communicated during other phases of the audit.  The standards 
do not require the auditor to design procedures for the purpose of identifying other matters to be 
communicated with those charged with governance. 
 
Audits of the financial statements and compliance do not relieve management or those charged 
with governance of their responsibilities.  Our engagement letter more specifically describes your 
responsibilities. 
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Qualitative Aspects of Significant Accounting Policies and Practices 
 
Significant Accounting Policies 
 
The Organization’s significant accounting policies are described in Note 1 of the audited financial 
statements. 
 
Accounting Standards Update (ASU) 2018-08, Clarifying the Scope and the Accounting Guidance 
for Contributions Received and Contributions Made 
 
Effective January 1, 2019, the Organization adopted ASU 2018-08, Clarifying the Scope and the 
Accounting Guidance for Contributions Received and Contributions Made.  ASU 2018-08 applies 
to all grants and contributions received and clarifies the accounting guidance applicable for grant 
accounting.  
 
Historically, there was diversity in practice for accounting for grants.  Some grantees considered 
grants to be an exchange transaction, whereas others reported grants as donor-restricted 
contributions.  ASU 2018-08 provides guidance that unless the grantor is directly receiving value 
in the same amount as the services provided (an exchange transaction), the grant should be 
considered a contribution.  In addition, if the grantor incorporates barriers into the contract and has 
a right of return, the transaction is considered to be a conditional contribution.  Under the 
accounting guidance, conditional contributions are not recorded as revenue until the condition has 
been met.  
 
In implementing ASU 2018-08, the Organization was required to evaluate all grant agreements.  
Adoption of the ASU did not cause a change in the timing and classification of grant revenues. 
 
Alternative Accounting Treatments 
 
We had discussions with management regarding alternative accounting treatments within 
accounting principles generally accepted in the United States of America for policies and practices 
for material items, including recognition, measurement and disclosure considerations related to the 
accounting for specific transactions, as well as general accounting policies, as follows: 
 

 In connection with the adoption of ASU 2018-08, Clarifying the Scope and the 
Accounting Guidance for Contributions Received and Contributions Made, 
management has elected an accounting policy that conditional contributions having 
donor stipulations, which are satisfied in the period the gift is received, are recorded as 
revenue and net assets without donor restrictions 
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Management Judgments and Accounting Estimates 
 
Accounting estimates are an integral part of financial statement preparation by management, based 
on its judgments.  The following areas involve significant areas of such estimates for which we 
are prepared to discuss management’s estimation process and our procedures for testing the 
reasonableness of those estimates: 
 

 No matters are reportable 
 
Financial Statement Disclosures 
 
The following areas involve particularly sensitive financial statement disclosures for which we are 
prepared to discuss the issues involved and related judgments made in formulating those 
disclosures: 
 

 No matters are reportable 
 
Audit Adjustment 
 
During the course of any audit, an auditor may propose adjustments to financial statement 
amounts.  Management evaluates our proposals and records those adjustments, which, in its 
judgment, are required to prevent the financial statements from being materially misstated.  A 
misstatement is a difference between the amount, classification, presentation or disclosure of a 
reported financial statement item and that which is required for the item to be presented fairly in 
accordance with the applicable financial reporting framework.  One adjustment proposed was not 
recorded because the effect is not currently material.   
 
Areas in which adjustments were proposed include: 
 
Proposed Audit Adjustment Recorded  
 

 No matters are reportable 
 
Proposed Audit Adjustment Not Recorded 
 

 Attached is a summary of an uncorrected misstatement we noted during the current 
engagement and pertaining to the latest period presented that was determined by 
management to be immaterial, but more than trivial to the financial statements as a 
whole 
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Auditor’s Judgments About the Quality of the Entity’s Accounting Principles 
 
During the course of the audit, we made the following observations regarding the Organization’s 
application of accounting principles: 
 

 No matters are reportable 
 
Other Material Communications 
 
Listed below are other material communications between management and us related to the audit: 
 

 Management representation letter (attached) 
 
 
INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
In planning and performing our audit of the financial statements of the Organization as of and for 
the year ended December 31, 2019, 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, we 
considered the Organization’s internal control over financial reporting (internal control) as a basis 
for designing our audit procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Organization’s internal control.  Accordingly, we do not express an opinion on the effectiveness 
of the Organization’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant 
deficiencies may exist that were not identified.  However, as discussed below, we identified a 
certain deficiency in internal control that we consider to be a significant deficiency. 
 
A deficiency 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 Organization’s  financial 
statements will not be prevented or detected and corrected on a timely basis. 
 
A significant deficiency is a deficiency, or 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. 
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We observed the following matters that we consider to be a significant deficiency. 
 
Refer to the Independent Auditor’s Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in 
Accordance with Government Auditing Standards. 
 
The Organization’s written response to the significant deficiency identified in our audit has not 
been subjected to the auditing procedures applied in the audit of the financial statements, and 
accordingly, we express no opinion on it. 

* * * * * * 

This communication is intended solely for the information and use of the financial oversight 
committee, board of directors, management and others within the Organization and is not intended 
to be and should not be used by anyone other than these specified parties. 
 

 
 
Bowling Green, Kentucky 
April 3, 2020 
 
Attachments 
 























Before Subsequent to
Misstatements Misstatements Misstatements % Change

Current Assets 1,175,810 0 1,175,810 0.00%

Non-Current Assets 2,518,464 0 2,518,464 0.00%

Current Liabilities (667,693) 0 (667,693) 0.00%

Non-Current Liabilities (171,691) 0 (171,691) 0.00%

Current Ratio 1.76 1.76 0.00%

Total Assets 3,694,274 0 3,694,274 0.00%

Total Liabilities (839,384) 0 (839,384) 0.00%

Net Assets (2,854,890) 0 (2,854,890) 0.00%

Capital & Other Equity 0 0 0 0.00%

Total Net Assets (2,854,890) 0 (2,854,890) 0.00%

Revenues & Income (4,154,948) (117,010) (4,271,958) 2.82%

Costs & Expenses 3,909,250 0 3,909,250 0.00%

Change in Net Assets (245,698) (117,010) (362,708) 47.62%

1 1 2018 Deferred Revenue amount should have included $117,011 recevied in 2019. 
See PAJE

Kentucky Legal Aid
ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" and "Schedule of 
Uncorrected Misstatements (Notes to the Financial Statements)"reflect the effects on the financial statements if the 
uncorrected misstatements identified were corrected.

QUANTITATIVE AND QUALITATIVE ANALYSIS

Misstatements within Notes to the Financial Statements



SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Factual (F), (X)

Location or Financial Judgmental (J) Current Noncurrent Current Noncurrent Non Change in Net Net Assets

Description Business Unit Line Item or Projected (P) DR     (CR) DR     (CR) DR     (CR) DR     (CR) Tax DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

Improper recording of grant revenue versus 
deferred revenue in 2018; however, all 
revenue was earned by end of 2019

F

0 0 0 0 (117,010) 0 117,010 0 0 0

Grant revenue (117,010) None
Beginning net assets 117,010

0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0

Taxable passed adjustments (117,010) 0 117,010 0 0 0
Times (1 - effective tax rate of 00%) 100% 100% 100% 100%
Taxable passed adjustments net of tax impact 0 (117,010) 0 117,010 0
Nontaxable passed adjustments 0 0 0 0 0 0 0 0
Total passed adjustments, net of tax impact (if any 0 0 0 0 (117,010) 0 117,010 0

Impact on Change in Net Assets (117,010)

Impact on Equity 0

Net Effect on Following YearCapital & Other 

Equity

Client:  Kentucky Legal Aid
Period Ending:  December 31, 2019

Revenues & 

Income

Costs & 

Expenses Net Assets

Assets Liabilities



SCHEDULE OF UNCORRECTED MISSTATEMENTS (NOTES TO THE FINANCIAL STATEMENT

1 2018 Deferred Revenue amount should have 
included $117,011 recevied in 2019. See PAJE

Uncorrected 117,011 Deferred Revenue, Net Assets

Quantitative 
Amount(s)     Relevant Financial Statement Line(s)

Uncorrected and/or Omitted Disclosure 
(Include Guidance Reference)

Misstatement 
Type






