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CERTIFIED PUBLIC ACCOUNTANTS

November 12, 2008

To the Board of Directors
Public Defender Corporation For The Fifth Judicial Circuit
Ripley, West Virginia

We are pleased to present this report related to our audit of the financial statements of the Public
Defender Corporation for the Fifth Judicial Circuit (Corporation) for the year ended June 30,
2008. This report summarizes certain matters required by professional standards to be
communicated to you in your oversight responsibility for the Corporation’s financial reporting
process.

This report is intended solely for the information and use of the Board of Directors, management
and Federal and State oversight agencies and is not intended to be and should not be used by
anyone other than these specified parties. It will be our pleasure to respond to any questions you
have regarding this report. We appreciate the opportunity to be of service to the Corporation.
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Required Communications

Statement on Auditing Standards No. 114 requires the auditor to communicate certain matters to
keep those charged with governance adequately informed about matters related to the financial
statement audit that are, in our professional judgment, significant and relevant to the
responsibilities of those charged with governance in overseeing the financial reporting process.
The following summarizes these communications.

Area Comments
Auditor’s Responsibility Under Our responsibilities under auditing standards
Professional Standards generally accepted in the United States of

America and Government Auditing Standards
issued by the Comptroller General of the United
States of America have been described to you in
our arrangement letter dated August 4, 2008.

Accounting Practices Adoption of, or Change in, Accounting Policies

Management has the ultimate responsibility for
the appropriateness of the accounting policies
used by the Corporation. During the year ended
June 30, 2008, the Corporation realized that they
had been applying the wrong financial reporting
model. As such, the Corporation changed its
reporting model from following the Financial
Accounting Standards Board to the Government
Accounting Standards Board model. In addition,
as discussed in Note 2 to the financial statements,
during the year ended June 30, 2008, the
Corporation adopted Governmental Accounting
Standards Board Statement No. 45, Accounting
and Financial Reporting by Employers for Post
Employment Benefits Other Than Pensions. The
Corporation did not adopt any additional
significant new accounting policies nor have there
been any changes in existing significant
accounting policies during the current period.

Significant or Unusual Transactions

We did not identify any significant or unusual
transactions or significant accounting policies in
controversial or emerging areas for which there is
a lack of authoritative guidance or consensus.



Area

Comments

Management’s Judgments and
Accounting Estimates

Financial Statement Disclosures

Audit Adjustments

Uncorrected Misstatements

Disagreements with Management

Alternative  Treatments Discussed  with
Management

We did not discuss with management any
alternative  treatments  within  accounting
principles generally accepted in the United States
of America for accounting policies and practices
related to material items during the current audit
period.

Summary information about the process used by
management in formulating particularly sensitive
accounting estimates and about our conclusions
regarding the reasonableness of those estimates is
in the attached “Summary of Accounting
Estimates”.

In our meetings with management, we discussed
the following items as they relate to the neutrality,
consistency, and clarity of the disclosures in the
financial statements:

O Financial Statements and related
documents

Audit adjustments recorded by the Corporation
are shown on the attached “Summary of Recorded
Audit Adjustments.”

Uncorrected  misstatements, if any, are
summarized in the attached “Summary of
Uncorrected Misstatements.”

We encountered no disagreements  with
management over the application of significant
accounting principles, the basis for management’s
judgments on any significant matters, the scope of
the audit, or significant disclosures to be included
in the financial statements.



Area

Comments

Consultations with Other Accountants

Significant Issues Discussed with
Management

Difficulties Encountered in Performing
the Audit

Letter Communicating Significant
Deficiencies and Management
Comments

Certain Written Communications
Between Management and Our Firm

We are not aware of any consultations
management had with other accountants about
accounting or auditing matters.

No significant issues arising from the audit were
discussed or were the subject of correspondence
with management.

We did not encounter any difficulties in dealing
with management during the audit.

We have separately communicated certain
significant deficiencies and other management
comments identified during our audit of the
financial statements, and this communication is
attached as an Exhibit to this document.

Copies of certain written communications
between our firm and the management of the
Corporation are attached as Exhibits to this
document.



Public Defender Corporation for the Fifth Judicial Circuit
Summary of Accounting Estimates
Year Ended June 30, 2008

Accounting estimates are an integral part of the preparation of financial statements and are based
upon management’s current judgment. The process used by management encompasses their
knowledge and experience about past and current events and certain assumptions about future
events. You may wish to monitor throughout the year the process used to compute and record
these accounting estimates. The following describes the significant accounting estimates

reflected in the Corporation’s June 30, 2008 financial statements:

Estimation Process

Comments

Area Accounting Policy
Depreciation of Straight — line
capital assets method
Compensated Estimated
absences

Based on cost, or if
contributed, at fair
value of the asset.
Depreciation is
calculated using the
straight-line method
over the estimated
useful life. Annually,
management reviews
capital assets for
impairment.

Based upon
management’s
calculation of the
ultimate liability to be
paid.

We concur with this
process.

We concur with this
process.



Public Defender Corporation for the Fifth Judicial Circuit
Summary of Recorded Audit Adjustments
Year Ended June 30, 2008

During the course of our audit, we accumulated adjustments that were determined by
management to be material to the statement of net assets, statement of revenue, expenses, and
changes in net assets, and cash flows and to the related financial statement disclosures, or
management otherwise determined were appropriate to make. The summary of the adjustments
made to the original trial balance are included on the following pages.

Account Description Debit Credit

Adjusting Journal Entries JE # 1
To record payroll taxes associated with compensated absences

6102050 Pension Contribution 1,480.28

6110050 Taxes- FICA & Medicare 1,078.49

6120050 Workers' Compensation 41.17

2305003 FICA Withholding 1,119.66

2305090 O/P, Pensions 1,480.28
Total 2,599.94 2,599.94

Adjusting Journal Entries JE # 2
To record OPEB

6130050 OPEB 33,196.32

2500027 OPEB Liability 10,402.56
4010050 Other Revenue 8,682.48
6101050 Health Insurance 14,111.28

Total 33,196.32 33,196.32




Public Defender Corporation for the Fifth Judicial Circuit
Summary of Uncorrected Misstatements
Year Ended June 30, 2008

During the course of our audit, we accumulated no uncorrected misstatements.



Certain Written Communications Between Management and Our Firm

Arrangement Letter
Management Representations Letter

Management Comment Letter
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ARRANGEMENT LETTER



GERTIFIED PUBLIC ACCOUNTANTS

Angust 4, 2008

Honorable Members of the Board
Public Defender Corporation

For the Fifth Judicial Circuit

214 Main Street

Ripley, WV 25271-0797

Attention: Denny Williamn Bostic, Chief Defender

This letter is to explain our understanding of the arrangements for the services we are to perform for
Public Defender Corporation for the Fifth Judicial Circuit for the year ended June 30, 2008, We ask that
you either confirm or amend this understanding. '

Audit Services

We will perform an audit of Public Defender Corporation for the Fifth Judicial Circuit's financial
statements as of and for the year ended June 30, 2008. We understand that the financial statements will be
prepared in accordance with accounting principles generally accepted in the United States of America.
The objective of an audit of financial staiements is to express an opinion on those statements.

We will conduct the audit in accordance with auditing standards generally accepted in the United States
of America; Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit fo obtain reasonable, rather than absolute,
assurance about whether the financial statements are free of material misstatement whether caused by
error, fraud. Accordingly, a material misstatement may remain undetected. Also, an audit is not designed
to detect ervors or fraud that are immaterial to the financial statemnents. The determination of abuse is

subjective; therefore, Government Auditing Standards do not expect us to prov1de reasonable assurance of .
detecting abuse. '

An audit of financial statements also includes obtaining an understanding of internal control sufficient to
plan the audit and to determine the nature, timing and extent of audit procedures to be performed. An -
andit is not designed to provide assurance on internal control or to identify significant deficiencies or
material weaknesses. However, we will communicate to yon and to management any -signifi cant
deficiencies or maferial weaknesses that become known to us dunng the course of the andit.

The Virginia Center - 1411 Virginia Strect, East - Suite 100 - Charleston, WV 25301
Phone (304)-343-4126 or 1-(800}-788-3844 - Fax (304)-343-8008

Towne Square « 201 Third Street » PO Box 149 - Parkersburg, WV 26102
Phone (304)-485-6584 « Fax {304)-485-0971
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A Professional Limited Liability Company



We will also communicate to the governing board (a) any fraud involving senior management and fraud
(whether caused by senior management or other empioyees) that causes a material misstatement of the
financial statements, (b} any fraud, iflegal acts, viclations of provisions of contracts or grant agreements
and abuse that come to our attention {unless they are clearly inconsequentiai}, (¢) any disagreements with
management and other serious difficulties encountered in performing the audit, and (d) various matters
related to the entity's accounting policies and financial statements.

Our report(s) on internal control will include any significant deficiencies and material weaknesses in the
system of which we become aware as a result of obtaining an undersianding of internal contrel and
performing tests of internal control consisient with requirements of the standards and circular identified
above. Our report(s) on compliance matfers will address material errors, fraud, abuse, violations of
compliance obligations and other responsibilities imposed by state and federal statutes and regnlations or
assumed by coniracts, and any state or federal grant, entitlement or loan program questioned costs of
which we become aware, consistent with requirements of the standards and circulars identified above.

Publiec Defender Corporation for the Fifth Judicial Circuit’s Responsibilities

Management is responsible for the financial statements, including adjusting the financial statements to
correct material misstatements, and for making all financial records and related information available to
us. Management is responsible for providing us with a written management representation letter
confirming certain representations made during the course of our audit of the financial statements and
affirming to us that it believes the effects of any uncorrected misstatements aggregated by us during the
current engagement and pertaining to the latest period presented are immaterial, both individually and in
the aggregate, to the financial statements taken as a whole and to the opinion units of the financial
statements.

Management is responsible for establishing and maintaining effective internal control over financial
reporting and for informing us of all significant deficiencies and material weaknesses in the design or
operation of such controls of which it has knowledge.

Management is responsible for identifying and ensuring that the entity complies with the laws and
regulations applicable to its activities, and for informing us about all known material violations of such
laws or regulations. In addition, management is responsible for the design and implementation of
programs and controls to prevent and detect frand, and for informing us about all known or suspected
frand affecting the entity involving management employees who have significant roles in internal control
and others where the fraud could have a material effect on the financial statements. Management is also
responsible for informing us of its knowledge of any allegations of fraud or suspected fraud affecting the
entity received in communications from employees, former employees, analysts, regulators, short sellers,
or others.

Management is also responsible for 1) making us aware of significant vendor relationships where the
vender is responsible for program compliance, 2) following up and taking corrective action on audit
findings, including the preparation of a summary schedule of prior audit findings, and a corrective action
plan, and 3) report distribution inclading submitting the reporting package(s).

The governing board is responsible for informing us of its views about the risks of frand within the entity,
and its knowledge of any fraud or suspected fraud affecting the entity.
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Public Defender Corporation for the Fiith Judicial Circuit agrees that our report on the financial
statements will not to be included in an official statement or other document mmvolved with the sale of
debt instruments without our prior consent. Additionally, if Public Defender Corporation for the Fifth
Judicial Circuit intends to publish or otherwise reproduce the financial statements and/or make reference
to us or our audit, Public Defender Corporation for the Fifth Judicial Circuit agree to provide us with
printer's proofs or a masters for our review and consent before reproduction and/or release occurs. You
also agree to provide us with a copy of the final reproduced material for our consent before it is
distributed or released. Our fees for any additional services that may be required under our quality
assurance system as a result of the above will be established with you at the fime such services are
determined to be necessary. In the event our auditor/client relationship has been terminated when the
Organization seeks such consent, we will be under no obligation to grant such consent or approval.

Our professional standards require that we perform certain additional procedures, on current and previous
vears’ engagements, whenever a pariner or professional employee leaves the firm and 1s subsequently
emploved by or associated with a client. Accordingly, Public Defender Corporation for the Fifth Judicial
Circuit agrees it will compensate Suttle & Stainaker, PLLC for any additional costs incurred as a result of
the employment of a partner or professional employee of Suttle & Stalnaker, PLLC.

During the course of our engagement, we may accumulate records containing data which should be
reflected in your books and records. You will determine that all such data, if necessary, will be so
reflected. Accordingly, yvou will not expect us to maintain copies of such records in our possession.

The assistance to be supplied by organization personnel, including the preparation of schedules and
analyses of accounts, will be discussed at a later date. The timely and accurate completion of this work is
an essential condition to our completion of the audit and issuance of our audit report.

Other Terms of our Engagement

Public Defender Corporation for the Fifth Judicial Circuit hereby indemnifies Suttle & Stalnaker, PLLC
and its partners, principals and employees and holds thern harmless from all claims, liabilities, losses and
costs arising in circumstances where there has been a known misrepresentation by a member of Public
Defender Corporation For the Fifth Judicial Circuit's management, regardless of whether such person was
acting in Public Defender Corporation for the Fifth Judicial Circuit’s interest. This indemnification will
survive termination of this letter.

The working papers for this engagement are the property of Suftle & Stalnaker, PLLC. However, you
acknowledge and grant your assent that representatives of the cognizant or oversight agency or their
designee, other government audit staffs, and the U.S. Government Accountability Office shall have access
to the audit working papers upon their request; and that we shall maintain the working papers for a period
of at least three years after the date of the report, or for a longer period if we are requested to do so by the
cognizant or oversight agency. Access to requested working papers will be provided under the
supervision of Suttle & Stalnaker, PLLC audit personnel and at a location designated by our Firm.

In the event we are requested or authorized by Public Defender Corporation for the Fifth Judicial Circuit
or are required by government regulation, subpoena, or other legal process to produce our documents or
our personnel as witnesses with respect to our engagements for Public Defender Corporation for the Fifth
Judicial Circuit, Public Defender Corporation for the Fifth JTudicial Circuit will, so long as we are not a
party to the procesding in which the information is sought, reimburse us for our professional time and
expenses, as well as the fees and expenses of our counsel, incurred in responding to such requests.



From ftime to time and depending upon the circumstances, we may use third-party service providers to
assist us in providing professional services to you. In such circumstances, it may be necessary for us to
disclose confidential client information to them. We enter into confidentiality agreements with all third-
party service providers and we are satisfied that they have appropriate procedures in place to prevent the
unauthorized release of your confidential information 1o others.

If circumstances arise relating to the condition of the Organization's records, the availability of sufficient,
competent evidential matter, or indications of a significant risk of material misstatement of the financial
statements because of error, fraudulent financial reporting, or misappropriation of assets which in our
professional judgment prevent us from completing the audit or forming an opinion, we retain the
unilateral right to take any course of action permitted by professional standards, including declining to
express an opinion or issue a report, or withdrawal from the engagement.

Any claim arising out of services rendered pursuant fo this agreement shall be resolved in accordance
with the laws of West Virginia. It is agreed by Public Defender Corporation for the Fifth Judicial Circuit
and Suttle & Stalnaker, PLLC or any successors in interest that no claim arising out of services rendered
pursuant to this agreement by or on behalf of Public Defender Corporation for the Fifth Judicial Circuit
shall be asserted more than two years after the date of the last audit report issued by Suftle & Stalnaker,
PLLC.

If any dispute arises among the parties hereto, the parties agree first to try in good faith to settle the
dispute by mediation administered by the American Arbitration Association or other association under
Rules for Professional Accounting and Related Services Disputes before resorting to litigation. Costs of
any mediation proceeding shall be shared equally by all parties.

We will assist in drafting the Organization’s financial statements and propose adjustments to the trial
balance and update depreciation schedules which will be reviewed and approved by management. The
draft and the adjustments and the depreciation schedules are the responsibility of management.

The two overarching principles of the independence standards of the Government Auditing Standards
issued by the Comptroller General of the United States provide that management is responsible for the
substantive outcomes of the work and, therefore, has a responsibility and is able to make any informed
Jjudgment on the results of the services described above. Accordingly, Public Defender Corporation for
the Fifth Judicial Circuit agrees to the following:

1, Denny William Bostic, Chief Defender will be accountable and responsible for overseeing the
draft of the financial statements and trial balance adjustments (and updates to the fixed assets
software).

2. Public Defender Corporation for the Fifth Judicial Circuit will establish and monitor the

performance of the draft of the financial statements and trial balance adjustments (and
depreciation schedules) to ensure that they meet management’s objectives.

3 Public Defender Corporation for the Fifth Judicial Circuit will make any decisions that involve
management functions related to the draft of the financial statements and trial balance
adjustments (and depreciation schedules) and accepts full responsibility for such decisions.

4. Public Defender Corporation for the Fifth Judicial Circuit will evaluate the adequacy of services
performed and any findings that result.



In accordance with Government Auditing Standards, a copy of our most recent peer review report is
attached.

This letter constitutes the complete and exclusive statement of agreement between Suttle & Stalnaker,
PLLC and Public Defender Corporation for the Fifth Judicial Circuit, superseding all proposals, oral or
written, and all other communication, with respect to the terms of the engagement between the parties.

If this letter defines the arrangements as the Organization understands them, please sign the enclosed copy

and return it to us. If you have any questions or concerns please call or email Chris Lambert at (304) 720-
3102 / clambert{@suttlecpas.com or Horace Emery at (304) 720-3103 / hemery@suttlecpas.com.

/fi‘,‘dﬁ& &/X/é»&-%/ el ¢

Suttle & Stalnaker, PLLC

Confirmed on behalf of the Public Defender Corporation for the Fifth Judicial Circuit:

Signature

CucF Adue NFodDee |

Title
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To the Members
Suttle & Stalnaker, PLLC

We have reviewed the system of quality control for the accounting and anditing practice of Suttle
& Stalnaker, PLLC (the firm) in effect for the year ended May 31, 2005. A system of quality control
encompasses the firm’s organizational structure, the policies adopted and procedures established to provide
it with reasonable assurance of conforming with professional standards. The elements of quality confrol are
described in the Statement on Quality Control Standards issued by the American Institute of Certified
Public Accountants (AICPA). The firm is responsible for designing a system: of quality control and
complying with it to provide the firm reasonable assurance of conforming with professional standards in all
material respects. Our responsibility is to express an opinion on the design of the system of quality control
and the firm’s compliance with the system of quality control based on-our review.

Our review was condueted in accordance with standards established by the Peer Review Board of
the AICPA. During our review, we read requiréd representations from the firm, interviewed firm personnel
and obtained an understanding of the nature of the firm’s accounting and auditing practice, and the.design
of the firm’s system of quality control sufficient to assess the risks implicit in its practice. Based on our
assessments, we selected engagements and administrative files to test for conformity with professional
standards and compliance with the firm’s system of quality control. The engagements selected represented
a reasonable cross-section of the firm’s accounting and auditing practice with emphasis on higher-risk
engagements. The engagements selected included, among others, audits of Employee Benefit Plans and
engagements performed under Government Auditing Standards. Prior to concluding the review, we
reassessed the adequacy of the scope of the peer review procedures and met with firm management to
discuss the results of our review. We believe that the procedures we performed provide a reasonable basis
for our opinion.

In performing our review, we obtained an understanding of the system of quality control for the
firm’s accounting and auditing practice. In addition, we tested compliance with the firm’s quality control
policies and procedures to the extent we considered appropriate. These tests covered the application of the
firm’s policies and procedures on selected engagements. Our review was based on selected tests; therefore
it would not necessarily disclose all weaknesses in the system of quality control or all instances of lack of
compliance with it. There are inherent limitations in the effectiveness of any system of quality control and
therefore noncompliance with the system of quality control may occur and not be detected. Projection of
any evaluation of 2 system of quality control of future periods is subject to the risk that the system of quality
control may become inadequate because of changes in conditions, or because the degree of compliance with
the policies or procedures may deteriorate.



Suttle & Stalnaker, PLLC
Page Two

In our opinion, the system of quality control for the accounting and auditing practice of Suttle &
Stalnaker, PLLC in effect for the year ended May 31, 2005, has been designed to meet the requirements of
the quality control standards for an accounting and auditing practice established by the AICPA and was
complied with during the year then ended to provide the firm with reasonable assurance of conforming with

professional standards.
|
E&{W%— @3/ " /SC

Riney, Hancock & Co., PSC
Owensboro, Kentucky 42303
November 7, 2005

TACLSuitie & Stalnaker. PLLO\2005\peer review Itr.doc



MANAGEMENT REPRESENTATIONS LETTER



PUBLIC DEFENDER CORPORATION
Fifth Judicial Circuit

214 Main Street First National Bank Building
P.O. Box 797 Room 204

Ripley, West Virginia 25271 PO.Box 894
Telephone (304) 372-2001 Spencer, West Virginia 25276
Telecopier (304) 372-2417 Telephone (304) 927-1192

Telecopier (304) 927-1432

Reply To:

Nowvember 12, 2008

Suttle & Stalnaker, PLLC

The Yirgmia Center, Suite 100
1411 Virgima Street, East
Charleston, West Virginia 25301

In connection with your audit of the basic financial statements of the Public Defenders Corperation for
the Fifth Judicial District, as of and for the year ended June 30, 2008, we confirm that we are responsibie
for the fair presentation in the financial statements of net assets, revenues, expenses and changes in net
assets, and cash flows in conformity with accounting principles generally accepted in the United States of
America.

We confirm to the best of our knowledge and belief, the following representations made to you during
your audit,

I The fi_iia‘ilgf'i‘al' st:élte_menl;s referred to above are fairly presgnted i conformity: with, accounting
principles generally accepted in the United States.of America.

2. We have identified for you all organizations that are a part of this reporting entity or with which
we have a relationship, as these organizations are defined in Section 2100 of the Governmental
Accounting Standards Board's Codification of Governmental Accounting and Financial
Reporting Standards; that are: '

a. Component units.

b Giher organizations for which the nature and significance of their relationship with the
Corporation are such that exclusion would cause the reporting emity's financial
statements to be misleading or incomplete.

C. Jointly govemed organizations in which we participated,

3. We are a component unit of the State of West Virginia funded by West Virginia Public Defenders
Services, and our financial statements are discretely presented in the State of West Virgima's
comprehensive annual financial report in accordance  with Section 2100 of the Govemmental
Accounting ‘Standards Board’s Codification of Governmental Accounting - and - Finaneial.
Reporting Stindards. h '



10.

11.

12.

13.

14.

15.

We have identified for you all of our funds and account groups of the organization.
We have properly classified all funds and activities.

We have properly defermined and reported the enterprise fund based on the required quantitative
criteria.

We are responsible for compliance with laws and regulations applicable to the Corporation
mcluding adopting, approving, and amending budgets,

We have identified and disclosed to you all laws and regulations that have a direct and material

effect on the determunation of financial staterment amounts including legal and contractual

provisions for reporting specific activities in separate funds.

We have made available {o you:

a. All financial records and related data of all funds and activities, including those of all
special funds, programs, departments, projects, activities, etc., in existence at any time

during the period covered by your audit.

b, - All minutes of the meetings of the governing hoard and committees of board members or
summaries of actions of recent meetings for which minutes have not yet been prepared.

There have been no;

a. Fraud involving management or employees who have significant roles in intemal control.

b. Fraud involving other employees that could have a material effect on the financial
statements.

c. Communications from regulatory agencies concerning noncompliance with, or

deficiencies in, financial reporting practices that could have a material effect on the
financial statements.

We acknowledge our responsibility for the design and mmplementation of programs and controls
to provide reasonable assurance that fraud is prevented and detected.

We are aware of no significant deficiencies, including material weaknesses, in the design or
operation of internal controls that could adversely affect the entity's ability to record, process,
summarize, and report financial data.

We have no knowledge of any allegations of fraud or suspected fraud affecting the Corporation
received in communications from employees, former employees, analysts, regulators, short
sellers, or others.

There have been no communications from regulatory agencies concerning noncompliance with,
or deficiencies in, financial reporting practices.

We lnow of no violations of state or Federal statutory or regulatory provisions, grant or other
contracinal provisions, or of provisions of local ordinances (except for those which have bheen
communicated to you or which are disclosed in the financial statements and/or your reports).



16.

17.

We have no plans or intentions that may materially affect the carrying value or classilication of
assets and liabilities.

The followmng, if any, have been properly recorded and/or disclosed in the financial statements;

m.

Related party transactions, as defined in Section 2100 of the Governmental Accounting
Standards Board’s Codification of Governmental Accounting and Financial Reporting
Standards, and inter-fund transactions, including inter-fund accounts and advances
receivable and payable, sale and purchase transactiens, inter-fund transters, long-term
loans, leasing arrangements and puarantees, all of which have been recorded
accordance with the economic substance of the transaction and appropriately classilied
and reported.

Guarantees, whether written or oral, under which the Government is contingently liable.

Arrangements with financial institutions invelving compensating balances or other
arrangements involving restrictions on cash balances,

Line of credit or similar arrangements.
Apreements to repurchase assets previously sold.
Security agreements in effect under the Uniform Commercial Code.

Any other liens or encumbrances on assets or revenues or any assets or revenues which
were pledged as collatera! for any liability or which were subordinated n any way.

Amounts of contractual obligations for construction and purchase of real property or
equipment not included in the liabilities or encumbrances recorded on the books.

Any liabilities which are subordinated in any way to any other actual or possible
liabilities.

Debt issue repurchase options or agreements, or sinking fund debt repurchase ordinance
requirermnents.

Debt 1ssue provisions.
All leases and material amounts of rental obligations under long-term leases.

All significant estimates and material concentrations known to management which are
required to be disclosed in accordance with the AICPA’s Statement of Position 94-6,
Disclosure of Ceriain Significant Risks and Uncertainties. Significant estimates are
estimates al the balance sheet date which could change materially within the next year,
Concentrations refer to volumes of business, revenues, available sources of supply, or
markets for which events could occur which would significantly disrupt normal finunces
within the next year.

Authorized but unissued bonds and/or notes.



18.

15.

0. Risk financing activities.

D. Derivative financial instruments.

q. Special and extraordinary items.

I, Deposits and investment securities category of custodial credit risk.

8. The effect on the financial statements of GASB Statement No. 49, GASDB Statement No.
51, and GASB Statement No 53 which have been issued, but which we have not yet
adopted.

We are responsible for making the accounting estimates included in the financial statements.
Those estimates reflect our judgment based on owr knowledge and experience aboul past and
current events and our assumptions abouf conditions we expect to exist and courses of action we
expect to take. In that regard, adequate provisions have been made.

a. To reduce receivables to their estimated net collectable amounts.

b. To reduce investments, intangibles, and other assets which have permanently declined in
value to their realizable values,

c. For risk retention, including uninsured losses or loss retentions (deductibles) atiributable
to events occurring through the date of this letter and/or for expected retroactive
insurance premium adjustments applicable to periods through the date of thus letter,

d. For pension obligations, post-retirement benefits other than pensions and deferred
compensation agreements attributable to employee services rendered through the date of
this letter.

e. For any material loss to be sustained in the fulfillment of, or from the inability to fulfili,
any service commitments.

f. For any material loss to be sustained as a result of purchase commitments.
There are no:

a. Material transaciions that have not been properly recorded in the accounting records
underlying the financial statements.

b. Viclations or possible violations of laws or regulations whose effects should be
considered for disclosure in the financial statements or as a basis for recording a loss
contingency. In that regard, we specifically represent that we have not been designated
as, or alleged to be, a “potentially responsible party” by the Federal Environmental
Protection Agency or any equivalent state agencies in connection with any environmental
contamination.



20.

2L

23,

24.

25,

26.

27,

28,

29.

30.

31

32.

c. Other material liabilities or gain or loss contingencies that are required to be accrued or
disclosed by Stalement of Financial Accounting Standards Na. 5 and/or GASB Statement
No. 10.

We are not aware of any pending or threatening litigation, claims or assessments that are required
to be accrued or disclosed in the financial statements in accordance with Statement of Financial
Accounting Standards No. 5 and/or GASB Statement No. 10 and we have not consulted a lawyer
concerning litigation claims or assessments.

We have no direct or indirect, legal or moral, obligation for any debt of any organization, public
or private, or to special assessment bond holders that is not disclosed in the financial statements.

We have satisfactory title to all owned assets.

We have complied with all aspects of contractual agreements that would have a material effect on
the financial statements in the event of noncompliance.

Net asset components {invested in capital assets, net of related debt; restricted; and unrestricted)
and fund balance reserves and designations are properly classified and, if applicable, approved.

Expenses have been appropriately classified in or allocated to functions and programs in the
stalement of revenues, expenses, and changes in net assets, and allocations have been made on a
reasonable basis.

Revenues are appropriately classified in the statement of revenues, expenses and changes in net
agsets,

Capital assets, including infrastructure assets, are properly capitalized, reported, and depreciated.
Required supplementary information is properly measured and presented.

We arc responsible for and have reviewed and approved the proposed adjustments, if any, to the
trial balances identified during the audit, which are included in the attached summarized schedule
of posted adjustments and will post all adjustments accordingly. We have reviewed, approved.
and are responsible for oversceing the preparation and completion of the basic financial
statements and related notes.

We believe that the effects of the passed journal enlries, if any, aggregated by vou and
summarized in the attached schedule are imimaterial, both individually and in the aggregate to the
financial statements. For purposes of this representation, we consider items io be material,
regardiess of their size, if they involve the misstatement or omission of accounting information
that, in light of surrounding circumstances, makes it probable that the judgment of a reasonabie
person relying on the mformation would be changed or influenced by the omission or
misstatement.

We are not aware of any internal control weaknesses or significant deficiencies thal should be
reported, except as disclosed fo you. We are responsible for establishing and maintaining
effective internat control over financial reporting.

No events or transactions other than those disclosed in the financial statements have occurred
subsequent to fiscal year end and through the date of this letter that would require adjustment to,
or disclosure in, the financial statements,



33 During the course of your audit, you may have accumulated records containing data which should
be reflected in our books and records. All such data have been so refiected. Accordingly, copies
of such records in your possession are no longer needed by us.
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Accountant/Office Manager

Chief Defender
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CERTIFIED PUBLIC ACCOUNTANTS

Members of the Governing Board
Public Defender Corporation for the Fifth Judicial Circuit
Ripley, West Virginia

In connection with our audit of the financial statements of Public Defender Corporation for the
Fifth Judicial Circuit (the Corporation) as of and for the year ended June 30, 2008, in accordance
with auditing standards generally accepted in the United States of America, and Government
Auditing Standards issued by the Controller General of the United States, we considered the
Corporation’s internal control over financial reporting (internal control) as a basis for designing
our auditing 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 Corporation’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the
Corporation’s internal control.

A control 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
financial statement misstatements on a timely basis. A deficiency in design exists when a control
necessary to meet the control objective is missing, or when an existing control is not properly
designed so that even if the control operates as designed, the control objective is not always met.
A deficiency in operation exists when a properly designed control does not operate as designed
or when the person performing the control does not possess the necessary authority or
qualifications to perform the control effectively.

A significant deficiency is a control deficiency, or a combination of control deficiencies, that
adversely affect the Corporation’s ability to authorize, initiate, record, process or report financial
data reliably in accordance with accounting principles generally accepted in the United States of
America such that there is more than a remote likelihood that a misstatement of the
Corporation’s financial statements that is more than inconsequential will not be prevented or
detected.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected.
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Our consideration of internal control was for the limited purpose described in the first paragraph
and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. However, we did identify a significant deficiency that we
considered to also be a material weakness in internal control that was required to be reported.
This issue is summarized as follows:

Financial Reporting

The Corporation’s financial reporting process should be designed to ensure that financial
statements prepared by management are fairly resented in accordance with accounting
principles generally accepted in the United States of America (GAAP), as prescribed by
Governmental Accounting Standards Board (GASB).

The Corporation’s general ledger required numerous adjustments identified during the
audit process to ensure that the financial statements were prepared in accordance with
GAAP as prescribed by GASB. The Corporation also followed the Financial Accounting
Standards Board (FASB) reporting model instead of the GASB reporting model.

Management should develop policies and procedures to prepare GAAP basis financial
statements as prescribed by GASB. In addition to preparing GAAP basis financial
statements at year end, GAAP basis statements should then be prepared throughout the
year to provide management with additional information for decision-making purposes.
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The following are other comments and recommendations, determined not to be a material
weakness, significant deficiency, or control deficiency but are considered a comment worthy of
reporting to management.

Budgets
During our comparison of actual expenses to budgeted amounts established by the West

Virginia Public Defender Services, we noted the following accounts exceeded their
budgeted amounts:

Account Budget Actual Over budget
Computer software $ 2,450 $ 2,998 $ 548
Equipment rent 100 800 700
Pension 39,834 41,173 1,339
FICA & Medicare 29,107 29,573 466
Property - computers 750 1,534 784

We recommend that if the Corporation finds it necessary to spend more than budgeted
amount in any line item that the correct procedures be used to obtain an approved line
item transfer from the West Virginia Public Defenders Services.



Board Meetings

Article 21, Chapter 29, Section 15 of the West Virginia Code requires that the
Corporation’s Board of Directors hold at least four meetings annually. Upon review of
the minutes of the Board meetings, it was noted that only two meetings were held in
fiscal year 2008.

We recommend that the Board of Directors establish a regular meeting schedule that
includes at least four meetings annually and two alternate dates in order to comply with
the West Virginia Code. If a scheduled meeting cannot be conducted due to lack of a
guorum, a replacement meeting should be scheduled. In addition, the minutes from these
meetings should be prepared in a timely manner to ensure that documentation is
maintained for all meetings held.

Excess Cash

At various times throughout the year the Corporation’s cash accounts had balances
greater than $100,000. The Federal Deposit Insurance Corporation (FDIC) insures the
Corporation’s accounts at each financial institution up to this amount. However, the
additional amount is uncollateralized and subject to loss. Subsequent to year end the
FDIC insurance limit was increased to $250,000 until December 31, 2009.

We recommend that the Corporation either transfer part of their monies to another
financial institution or obtain a pledged securities agreement that will adequately
collateralize all deposits of the Corporation.

I S e

This communication is intended solely for the information and use of management, the Board of
Directors, and Federal and State oversight agencies and is not intended to be and should not be
used by anyone other than these specified parties.

/fdﬂo - 4%@& e

Charleston, West Virginia
November 12, 2008





