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November 12, 2008 
 
 
 
To the Board of Directors 
Public Defender Corporation For The Twenty-Fifth Judicial Circuit 
Madison, West Virginia 
 
We are pleased to present this report related to our audit of the financial statements of Public 
Defender Corporation for the Twenty-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 and 
management 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. 
 

 
Suttle & Stalnaker, PLLC 
Charleston, West Virginia 
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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 
Professional Standards 

 Our responsibilities under auditing 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 5, 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. 
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Area  Comments 

  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. 

Management’s Judgments and 
Accounting Estimates 

 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”. 

Financial Statement Disclosures  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  Audit adjustments recorded by the Corporation, if 
any, are shown on the attached “Summary of 
Recorded Audit Adjustments.” 

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

Disagreements with Management  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.  
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Area  Comments 

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

Significant Issues Discussed with 
Management 

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

Difficulties Encountered in Performing 
the Audit 

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

Letter Communicating Significant 
Deficiencies and Management 
Comments 

 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. 

Certain Written Communications 
Between Management and Our Firm 

 Copies of certain written communications 
between our firm and the management of the 
Corporation are attached as Exhibits to this 
document. 
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Public Defender Corporation for the Twenty-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: 
 

Area Accounting Policy Estimation Process Comments 
      
Depreciation of 
capital assets 

 Straight – line 
method 

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. 

 We concur with this 
process. 

      
      
Compensated 
absences 

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

 We concur with this 
process. 
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Public Defender Corporation for the Twenty-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 revenues, 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 in an attached summary. 
 

Account Description Debit   Credit 
     
Adjusting Journal Entries JE # 1    
To make Prior Year AJE's    

1725012 BUILDING IMPROVEMENTS - HAMLIN 6,950.00    
1725035 Furniture & Fixtures 4,500.00    
2525000 PERSONAL SERVICE LIABILITIES 12.04    
2925000 Notes Payable 4,892.70    
3000250 Fund Balance - 25th 922.50    
3000250 Fund Balance - 25th 929.95    
3000250 Fund Balance - 25th 1,000.00    
3000250 Fund Balance - 25th 1,775.72    
1025010 Checking   55.93 
1225001 Prepaid Rent   1,000.00 
1225010 Prepaid Insurance   475.05 
1825000 ACCUMULATED DEPRECIATION   1,286.79 
1825011 Accumulated Depreciation - Building   363.93 
1825012 Accumulated Depreciated - B.I.   125.00 
2025000 ACCOUNTS PAYABLE - 25th   53.00 
2525010 Accrued Payroll Taxes   358.01 
3000250 Fund Balance - 25th   5,815.20 
3000250 Fund Balance - 25th   11,450.00 

Total  20,982.91   20,982.91 
     
Adjusting Journal Entries JE # 3    
To adjust Vacation accrual for the year, as it was not updated this year    

6001250 Salaries Lawyers 2,525.43    
2525002 Accrued Leave - Vacation   2,525.43 

Total  2,525.43   2,525.43 
     
Adjusting Journal Entries JE # 5    
To adjust Note for payments made during the year    

2925000 Notes Payable 5,815.20    
7180251 Property - Buildings   5,815.20 

Total  5,815.20   5,815.20 
     
Adjusting Journal Entries JE # 6    
To adjust accumulated depreciation to schedule    

8050250 Depreciation Expense 2,183.55    
1825000 ACCUMULATED DEPRECIATION   2,183.55 

Total  2,183.55   2,183.55 
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Account Description Debit   Credit 
    
Adjusting Journal Entries JE # 7    
To record new computer and depreciate    

1725030 Computer Property 2,020.02    
8050250 Depreciation Expense 33.67    
1825000 ACCUMULATED DEPRECIATION   33.67 
7110250 Property- Computers   2,020.02 

Total  2,053.69   2,053.69 
     
Adjusting Journal Entries JE # 8    
To record OPEB Expense per GASB 45    

6101251 OPEB Expense 27,663.60    
2325080 OPEB Liability   8,668.80 
4900250 Other Income   7,235.40 
6101250 Health Insurance   11,759.40 

Total  27,663.60   27,663.60 
     
Adjusting Journal Entries JE # 9    
To record taxes and other expenses related to compensated absences.    

6102250 Pension Contribution 2,644.02    
6110250 Taxes- FICA & Medicare 1,926.36    
6120250 Workers' Compensation 72.52    
2325090 O/P, Pensions   2,644.02 
2525010 Accrued Payroll Taxes   1,998.88 

Total  4,642.90   4,642.90 
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Public Defender Corporation for the Twenty-Fifth Judicial Circuit  
Summary of Uncorrected Misstatements 

Year Ended June 30, 2008 
 
 
During the course of our audit, we accumulated uncorrected misstatements that were determined 
by management to be immaterial, both individually and in the aggregate, to the statement of net 
assets, statement of revenues, expenses and changes in net assets, and cash flows and to the 
related financial statement disclosures. Following is a summary of those differences. 
 

Account Description   Debit   Credit 
       
Proposed JE # 2        
To adjust Prepaid to actual balance      

1225010 Prepaid Insurance  401.45   
6401250 Insurance     401.45 

Total    401.45  401.45 
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Certain Written Communications Between Management and Our Firm 
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November 12, 2008 
 
 
 
To Management and the Board of Directors 
Public Defender Corporation for the Twenty-Fifth Judicial Circuit  
Madison, West Virginia 
 
In connection with our audit of the financial statements of Public Defender Corporation for the 
Twenty-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 Comptroller General of the United States, we 
considered the Corporation’ 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’ internal control. Accordingly, we do not express an opinion on the effectiveness of 
the Corporation’ 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’ 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’ 
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. 
 



 
 

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 deficiencies that we considered to 
also be material weaknesses in internal control that were required to be reported. These issues are 
summarized as follows: 
 

Financial Reporting 
 
The Corporations financial reporting process should be designed to ensure that financial 
statements prepared by management are fairly presented in accordance with accounting 
principles generally accepted in the United States of America (GAAP) and as prescribed 
by the Governmental Accounting Standards Board (GASB). 
 
The Corporations general ledger required numerous adjustments identified during the 
audit process to ensure that the financial statements were prepared in accordance with 
GAAP and as prescribed by GASB. The corporation also followed the 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 be prepared throughout the year to 
provide management with additional information for decision making purposes. 

 
Segregation of duties 
 
An integral part of an entity’s internal control structure is effective segregation of duties, 
which involves assigning responsibilities for authorizing transactions, recording 
transactions and maintaining custody of assets to different individuals, thus reducing the 
risk of errors or fraud occurring and not being detected. Furthermore, management, under 
the direction of the Board of Directors, is responsible for establishing and monitoring the 
internal control system.  
 
Signature stamps are used by office staff to obtain second signatures of board members, 
while it is true that emergencies do come up, we do not see it necessary to give such 
potential control over cash disbursements to one person, this defeats the purpose of dual 
signatures on the checks and can cause controls over cash to be greatly reduced, we 
nonetheless recommend the Corporation consider challenging the current arrangement 
and accounting processes. The signers of the checks should have control of their own 
signature stamps. If necessary and availability of signers is a problem, the Corporation 
should consider giving another board member check signing duties. Furthermore, 
management should consider implementing other mitigating controls. 
 

* * * * * 
 



 
 

The following are comments and recommendations determined not to be a material weakness, 
significant deficiency or control deficiency but are considered a comment worthy of being 
reported to management. 
 

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 2009. 
 
After year end the Corporation obtained a pledged securities agreement that will 
adequately collateralize all deposits of the Corporation. 
 

* * * * * * 
 
This communication is intended solely for the information and use of management, and the 
Members and is not intended to be and should not be used by anyone other than these specified 
parties.  
 

 
Suttle & Stalnaker, PLLC 
Charleston, West Virginia 


