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INDEPENDENT AUDITOR’S REPORT

Honorable Members of the Board
Public Defender Corporation

Sixth and Twenty-Fourth Judicial Circuit
Huntington, West Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Public
Defender Corporation for the Sixth and Twenty-Fourth Judicial Circuit (the “Corporation”), a component
unit of the State of West Virginia as of and for the years ended June 30, 2013 and 2012, and the related
notes to the financial statements, which collectively comprise the Corporation’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the Corporation’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on
the effectiveness of the Corporation’s internal control. Accordingly, we express no opinion. An audit
also includes evaluating the appropriateness of management’s accounting policies and the reasonableness
of their significant accounting estimates, as well as our evaluation of the overall financial statement
presentation

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

iR Circleville Piketon Wheelersburg Worthington
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Public Defender Corporation for the
Tenth Judicial Circuit, a component unit of the State of West Virginia as of June 30, 2013 and 2012, and
the respective changes in financial position and cash flows thereof for the years then ended in accordance
with the accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 9 to the financial statements, during the year ended June 30, 2013, the Corporation
adopted the provisions of Governmental Accounting Standard No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position. We did not modify our opinion
regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s Discussion and Analysis, listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, consisting of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, to the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not opine or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to opine or provide any other assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 1,
2013, on our consideration of the Corporation’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine on internal control over financial or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Corporation’s internal control over financial reporting and
compliance.

W,?%JM- ¥%ICPAS

Balestra, Harr & Scherer, CPAs, Inc.
Piketon, Ohio
October 1, 2013



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
MANAGEMENT'S DISCUSSION & ANALYSIS
YEARS ENDED JUNE 30, 2013 and 2012
(Unaudited)

This discussion and analysis of the Public Defender Corporation of the Sixth and Twenty-Fourth
Judicial Circuit of the State of West Virginia’'s financial performance provides an overview of the
Corporation's financial activities for the fiscal years ended June 30, 2013 and 2012, and
identifies changes in the Corporation's financial position.

OVERVIEW OF BASIC FINANCIAL STATEMENTS

These statements are in two parts — management's discussion and analysis (this section) and
the basic financial statements. The Corporation's financial statements are prepared on the
accrual basis of accounting and are reported in accordance with accounting principles generally
accepted in the United States of America. These statements include the statements of net
position, the statements of revenues, expenses and changes in net position, the statements of
cash flows and the notes to the financial statements.

The Statement of Net Position presents the Corporation's assets, liabilities and net position as
of the financial statements date. Through this presentation one can decipher the health of the
Corporation by taking the difference between the assets and liabilities. An increase or decrease
in the Corporation's net position from one year to the next is an indicator of whether its financial
health is improving or deteriorating.

The Statement of Revenues, Expenses, and Changes in Net Position reports revenues and
expenses when earned or incurred. This means that all of the current year's revenues and
expenses are included regardless of when cash is paid or received, thus providing a view of
financial position that is similar to that presented by most private-sector companies. This
statement summarizes the cost of providing legal defense services to those individuals charged
with a violation of the law but who cannot afford an attorney to defend themselves or to
represent indigent persons or juveniles and mental hygiene cases as appointed by the court.



PUBLIC DEFENDER CORPORATION

FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT

MANAGEMENT'S DISCUSSION & ANALYSIS
YEARS ENDED JUNE 30, 2013 and 2012

(Unaudited)
Financial Analysis of the Corporation
2013 2012 2011
Assets
Capital assets $ 217,127 $ 186,475 $ 31,241
Other assets 208,150 525,414 278,391
Total Assets $ 425277 $ 711,889 $ 309,632
Liabilities
Long-term liabilities $ 225,309 $ 337,711 $ 217,293
Short-term liabilities 71,561 70,770 76,586
Total Liabilities 296,870 444,481 293,879
Net Position
Net investment in capital assets 217,127 186,475 31,241
Unrestricted (88,720) 80,933 (15,488)
Total liabilities and net position $ 425,277 $ 711,889 $ 309,632

The Corporation's revenues are derived from funding from West Virginia Public Defender
Services (WVPDS) and accordingly 100% of the Corporation's revenues were derived from this

funding for the years ended June 30, 2013, 2012 and 2011.

2013
Operating revenue $ 1,619,256
Operating expenses 1,754,988
Operating (loss) income (135,732)
Non-operating revenue 183
Non-operating expenses (3,452)
Change in net position (139,001)
Net position beginning of year 267,408
Net position at end of year $ 128,407

2012 2011
$ 2,242,589 $ 1,919,055
1,991,282 1,938,392
251,307 (19,337)
348 360
0 0
251,655 18.977
15753 34,730
$ 267,408 $ 15,753



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
MANAGEMENT'S DISCUSSION & ANALYSIS
YEARS ENDED JUNE 30, 2013 and 2012
(Unaudited)

Detailed Financial Analysis of the Corporation

Cash held by the Corporation decreased by approximately $305,000 primarily as a result of a
reduction in the amount of grants received from the West Virginia Public Defender Services
during the fiscal year ended June 30, 2013. Other post-employment benefit liability (OPEB),
included in long-term liabilities, decreased by approximately $148,400 primarily due to the
Corporation receiving and applying a $99,256 supplemental “committed” allotment (from West
Virginia Public Defender Services). All other assets and liabilities remained basically consistent
with the prior period.

As a result of the reduction in grants noted above, operating revenues decreased by
approximately $623,300.

Operating expenses for the fiscal year decreased by approximately $236,300. This decrease is
mostly attributable to a decrease in employee benefits ($172,468). The decrease in employee
benefits is associated with a decrease in the annual OPEB expense.

Capital Asset and Debt Activity

As of June 30, 2013, 2012, and 2011, the Corporation had capital assets amounting to
approximately $506,700, $454,500, and $280,000, respectively. The Corporation's capital
assets include land, buildings, furniture and fixtures, office and computer equipment, and
leasehold improvements. The assets were being depreciated over useful lives of three to thirty-
nine years. The accumulated depreciation on the assets amounted to approximately $289,500,
$268,000, and $249,000, respectively. There were no disposals during the current year.
Purchase of capital assets for the years ended June 30, 2013, 2012, and 2011 totaled
approximately $52,000, $174,000, and $22,000 respectively. The Corporation has no long term
debt obligations other than the other post-employment benefit liability. More detailed information
is presented in the notes to the financial statements.



PUBLIC DEFENDER CORPORATION
FOR THE SIX AND TWENTY-FOURTH JUDICIAL CIRCUIT
MANAGEMENT'S DISCUSSION & ANALYSIS
YEARS ENDED JUNE 30, 2013 and 2012
(Unaudited)

Cash Management

The Corporation's funds are deposited into a checking account at a national banking institution.
The account earns interest at a rate of approximately.02% to .12% for the years ended June 30,
2013, 2012 and 2011, respectively. Interest earned on the account for the years ended June 30,
2013, 2012, and 2011 amounted to approximately $180, $350, and $360, respectively.

Economic Factors and Next Year's Budget

The West Virginia Public Defender Services, the Corporation's oversight agency, looked at
various factors when approving the budget for the year ending June 30, 2014. Such factors
considered include: the Corporation's case load in comparison to the number of professional
and nonprofessional staff, the type, amount and rate of employee benefits, the anticipation of
large or unusual cases which require additional resources, capital needs, as well as the
operating environment and its operation needs.

For the year ending June 30, 2014, the Corporation had an approved budget of $1,929,261.
This represents a budget with no significant change from the prior year original budget. All
budgeted items are within a reasonable amount to the prior year.

Requests for Information

The financial report is designed to provide an overview of the finances of the Corporation for
those with an interest in the organization. Questions concerning any of the information provided
in this report or request for additional financial information should be addressed to the
Corporation at 320 Ninth Street, Huntington, WV 25701-0588.



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
STATEMENTS OF NET POSITION

JUNE 30, 2013 AND 2012

ASSETS
Current assets
Cash and cash equivalents $
Other assets
Total current assets

Capital assets
Land
Building
Leasehold Improvements
Furniture and fixtures
Computer Equipment

2013

208,150

208,150

12,500
112,986
105,314

58,908
217,016

506,724

Less accumulated depreciation
Capital assets, net

Total assets $

LIABILITIES

Current liabilities
Accrued expenses $
Compensated absences

Total current liabilities

Long term liabilities
Other post employment benefit liability

Total long term liabilities
Total liabilities
NET POSITION
Net investment in capital assets

Unrestricted

Total net position $

The Accompanying Notes Are An Integral Part Of These Financial Statements

(289,597)

217,127

425,277

17,327
54,234

71,561

225,309

225,309

296,870

217,127

(88,720)

128,407

2012

513,314
12,100

525,414

12,500
112,986
61,308
50,771
217,016

454,581
(268,106)

186,475

711,889

19,988
50,782

70,770

373,711

373,711

444,481

186,475
80,933

267,408



PUBLIC DEFENDER CORPORATION

FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEARS ENDED JUNE 30, 2013 AND 2012

Operating revenues
West Virginia Public Defender Services Grant Revenue

Total operating revenues

Operating expenses
Personal services
Employee benefits
Support services
Administrative support
Office
Other
Acquisition
Depreciation

Total operating expenses

Operating income (loss)
Nonoperating revenues
Interest income
Non-operating expense
Total nonoperating revenues
CHANGE IN NET POSITION

Net position, beginning of year

Net position, end of year

The Accompanying Notes Are An Integral Part Of These Financial Statements

2013

$ 1619256

1,619,256

1,039,266
365,353
130,529

42,198
124,055
11,061
21,035
21,491

1,754,988

(135,732)

183

(3,452)
(3,269)

(139,001)
267,408

$ 128,407

2012

$ 2242589

2,242,589

1,078,589
537,821
173,574

20,602
136,746
17,738
7,016
19,196

1,991,282

251,307

348
348
251,655

15,753

§ 267408



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2013 AND 2012

2013 2012
Cash flows from operating activities
Cash received from grants $ 1,619,256 $ 2,242,589
Cash paid to suppliers for goods and services (316,778) (359,595)
Cash paid to employees (1,552,230) (1,461,889)
Net cash provided by operating activities (249,752) 421,105
Cash flows from investing activities
Cash received as interest 183 348
Cash received from other sources - (174,430)
Net cash provided (used) by investing activities 183 (174,082)
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS (249,569) 247,023
Cash and cash equivalents, beginning of year 513,314 266,291
Cash and cash equivalents, end of year $ 263,745 $ 513,314
Reconciliation of operating (loss) to net cash
provided by operating activities:
Operating income (loss) $ (135732 $ 251,307
Adjustments:
Depreciation 21,491 19,196
Decrease (increase) in operating assets
Other assets 12,100 -
Increase (decrease) in operating liability
Accounts payable - (3,919)
Accrued expenses (2,661) (4,150)
Compensated absences 3,452 2,253
Other post employment benefit liability (148,402) 156,418
Total adjustments (114,020) 169,798
Net cash provided by operating activities $ (249,752) $ 421,105

The Accompanying Notes Are An Integral Part Of These Financial Statements



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 1 - ORGANIZATION

The Public Defender Corporation for the Sixth and Twenty-Fourth Judicial Circuit (the
‘Corporation’) is a not-for-profit Corporation created under authority of Article 21, Chapter 29 of
the West Virginia State Code. The Corporation is a discretely presented component unit of the
State of West Virginia and is funded by West Virginia Public Defender Services. The purpose of
the Corporation is to provide high quality legal assistance to indigent persons, at no cost, who
would be otherwise unable to afford adequate legal counsel.

Approximately 80% of the Corporation's revenues are utilized for program related purposes and
20% are for management and general purposes.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Corporation have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the
Corporation’s accounting principles are described below.

Reporting Entity

The Corporation is a component unit of the State of West Virginia and is funded by West
Virginia Public Defender Services. The West Virginia Public Defender Services is part of the
general fund of the state's comprehensive annual financial report. The Corporation is a separate
entity and is considered a discretely presented component unit of the State of West Virginia.

Net Position

Net Position represents the difference between assets and liabilities. Net investment in capital
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding
balances of any borrowings used for the acquisition, construction or improvement of those
assets. The Corporation did not have any outstanding borrowings as noted above for the year
ended June 30, 2013. Net Position is reported as restricted when there are limitations imposed
on their use through external restrictions imposed by creditors, grantors or laws or regulations of
other governments. The Corporation did not have any restricted net position for the year ended
June 30, 2013.

Basis of Accounting

For financial accounting purposes, the Corporation is considered a special-purpose government
engaged only in business-type activities. Accordingly, the Corporation's financial statements
have been prepared on the accrual basis of accounting with a flow of economic resources
measurement focus. Revenues are reported when earned and expenses when materials or
services are received.

10



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents
For purposes of the statement of net position, the Corporation considers all highly liquid
investments with an original maturity of three months or less to be cash equivalents.

Capital Assets

Capital assets include furniture, fixtures, computer equipment, and leasehold improvements.
Capital assets are stated at cost at the date of acquisition or construction, or fair market value at
the date of donation in the case of gifts. Depreciation is computed using accelerated and
straight-line methods over the estimated useful lives of the assets, generally 3 to 39 years. The
Corporation's capitalization threshold is $1,000. Depreciation expense for the years ended June
30, 2013 and 2012 was $21,491 and $19,196 respectively.

Compensated Absences and Other Post Employment Benefits (OPEB)

Effective July 1, 2007, the Corporation adopted GASB Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. This
statement provides standards for the measurement, recognition, and display of other
postemployment benefit ("OPEB") expenditures, assets, and liabilities, including applicable note
disclosures and required supplementary information. During fiscal year 2006, House Bill No.
4654 was established to create a trust fund for postemployment benefits for the State of West
Virginia (the "State"). Effective July 1, 2007, the Corporation was required to participate in this
multiple employer cost-sharing plan, the West Virginia Retiree Health Benefit Trust Fund,
sponsored by the State of West Virginia. The Plan provides the following retiree group
insurance coverage to participants: medical and prescription drug coverage through a self-
insured preferred provider benefit (PPB) plan and through external managed care organizations
(MCOs), basic group life, accidental death, and prescription drug coverage for retired
employees of the State and various related State and non-State agencies and their dependents.
Details regarding this plan can be obtained by contacting Public Employees Insurance Agency
("PEIA"), State Capitol Complex, Building 5, Room 1001, 1900 Kanawha Boulevard, East,
Charleston WV 25305-0710 or http://www.wvpeia.com.

This statement requires entities to accrue for employees' rights to receive compensation for
vacation leave, or payments in lieu of accrued vacation or sick leave, as such benefits are
earned and payment becomes probable. Estimated obligations arise for vacation leave at the
current rate of employee pay. Employees vest an unlimited accumulation of unused vacation
leave which is paid at the time of separation from employment. Full time employees also earn
18 sick days for each year of service with an unlimited maximum accumulation for any fiscal
year period. The Corporation does not accrue any liability for sick leave because no amount is
paid at the time of separation of employment. The liability is now provided for under the multiple
employer cost-sharing plan sponsored by the State.

11



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences and Other Post Employment Benefits (OPEB) (Continued)

Also, the Corporation grants sick leave based on time worked. Full-time employees earn 18 sick
leave days for each year of service with no maximum accumulation. The Corporation does not
accrue any liability for sick leave because no amount is paid at the time of separation of
employment. The liability is now provided for under the multiple employer cost-sharing plan
sponsored by the State.

The estimated expense and expense incurred for the vacation leave and OPEB benefits are
recorded as a component of employee benefits on the statement of revenues, expenses and
changes in net position. OPEB costs are accrued based upon invoices received from RHBT
Trust Fund based upon actuarial determined amounts. At June 30, 2013 and 2012, the
noncurrent liability related to OPEB cost was $225,309 and $373,711. During the year ended
June 30, 2013, the Corporation received a supplemental allotment of $99,256 from WV Public
Defender Services specifically restricted to be applied to its OPEB liability. This allotment was
paid into the PEIA account during the year. The total OPEB expense incurred was $598 and
$156,418, which is included as a component of employee benefit expense. As of the years
ended June 30, 2013 and 2012, there were no retirees receiving these benefits.

Risk Management

The Corporation has obtained general, property, casualty and liability coverage for itself and its
employees through a third party insurance company. Any loss in excess of the $2,000,000
policy limit will be the responsibility of the Corporation.

In addition, through its participation in the West Virginia Public Employees Insurance Agency
(PEIA) and a third-party insurer, the Corporation has obtained health, life, prescription drug
coverage, and coverage for job related injuries for its employees. In exchange for payment of
premiums to PEIA and the third-party insurer, the Corporation has transferred its risks related to
health, life, prescription drug coverage, and job related injuries.

West Virginia had a single private insurance company, BrickStreet Insurance, which provided
workers' compensation coverage to all employers in the state. Other private insurance
companies began to offer coverage to private-sector employers July 1, 2008 and began to offer
coverage to government employers beginning July 1, 2010. Nearly every employer in the State,
who has a payroll, must have coverage. The cost of all coverage is paid by the employers.
BrickStreet retains the risk related to the compensation of injured employees under the
program.

12



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Sources

The Corporation has classified its revenues according to the following criteria:

Operating revenues — Operating revenues include activities that have the characteristics of
exchange transactions, such as most federal, state, local, and nongovernmental grants and
contracts.

Nonoperating revenues — Nonoperating revenues include activities that have the
characteristics of non-exchange transactions, such as gifts and contributions, and other
revenues that are defined as nonoperating revenues by GASB Statement No. 9, Reporting
Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That
Use Proprietary Fund Accounting and GASB Statement No. 34, such as state appropriations
and investment income.

Income Taxes
The Corporation is exempt from income taxes under Section 501(c) (3) of the Internal Revenue
Code. The Corporation is classified by the Internal Revenue Service as a non-private

foundation.

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 expenditures during the reporting period. Actual results could differ from those
estimates.

13



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 3 — CAPITAL ASSETS

The following is a summary of capital asset transactions for the Corporation for the year ended

June 30, 2013 and 2012:

2013
Beginning Ending
Balance Additions Reductions Balance
Capital assets not being
depreciated:
Land $12,500 $- $- $12,500
Capital Assets being
depreciated:
Building 112,986 - - 112,986
Computer Equipment 217,016 - - 217,016
Leasehold Improvements 61,308 44,006 - 105,314
Furniture and Fixtures 50,771 8,137 - 58,908
Total Capital Assets 454 581 52,143 - 506,724
Less Accumulated depreciation
for:
Building (1,931) (2,897) - (4,828)
Computer Equipment (203,186) (4,476) - (207,662)
Leasehold Improvement (14,392) (13,152) - (27,544)
Furniture and Fixtures (48,597) (966) - (49,563)
Total Accumulated
Depreciation (268,106) (21,491) - (289,597)
Capital Assets, Net $186,475 $30,652 $- $217,127

14



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT

NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 3 — CAPITAL ASSETS(Continued)

2012
Beginning Ending
Balance Additions Reductions Balance
Capital assets not being
depreciated:
Land $- $12,500 $- $12,500
Capital Assets being
depreciated:
Building - 112,986 - 112,986
Computer Equipment 217,016 - - 217,016
Leasehold Improvements 12,364 48,944 61,308
Furniture and Fixtures 50,771 - - 50,771
Total Capital Assets 280,151 174,430 - 454,581
Less Accumulated depreciation
for:
Building - (1,931) - (1,931)
Computer Equipment (194,071) (9,115) - (203,186)
Leasehold Improvements (9,553) (4,839) (14,392)
Furniture and Fixtures (45,286) (3,311) - (48,597)
Total Accumulated
Depreciation (248,910) (19,196) - (268,106)
Capital Assets, Net $31,241 $155,234 $- $186,475

NOTE 4 - DEFINED BENEFIT RETIREMENT PLAN

The Corporation contributes to the West Virginia Public Employees' Retirement System (PERS),
a cost-sharing multiple-employer benefit pension plan administered by the West Virginia
Consolidated Public Retirement Board. Chapter 5, Article 10 of the West Virginia State Code
assigns the authority to establish and amend benefits provisions to the PERS Board of
Trustees. Employees who retire at or after age 60 with five or more years of contributory service
or who retire at or after age 55 and have completed 25 years of credited service are eligible for
retirement benefits as established by State statute.

15



PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 4 - DEFINED BENEFIT RETIREMENT PLAN (Continued)

Retirement benefits are payable monthly for life, in the form of a straight-line annuity equal to
two percent of the employee's final average salary multiplied by the number of years of the
employee's credited service at the time of retirement. PERS also provides deferred retirement,
early retirement, death and disability benefits to plan members and beneficiaries. The West
Virginia Consolidated Public Retirement Board issues a publicly available financial report that
includes financial statements and required supplementary information for PERS. That report
may be obtained by writing to the West Virginia Consolidated Public Retirement Board, 1900
Kanawha Boulevard East, Building Five, Charleston, West Virginia 25305 or by calling (304)
558-3570.

FUNDING POLICY — The PERS funding policy has been established by action of the State
Legislature. State statute requires that plan participants contribute 4.5% of compensation. The
current combined contribution rate is 18.5% of annual covered payroll, including the
Corporation's contribution of 14% which is established by PERS.

Effective July 1, 2013, an increase in the contribution rate of 0.5% will raise the Corporation's
contribution rate to 14.5%. Total contributions to PERS for the years ended June 30, 2013 and
2012 were $186,488 and $201,106, respectively, which consisted of $141,126 and $153,476
from the Corporation and $45,362 and $47,630 from the covered employees, respectively.

Under the Plan guidelines, if an employee is hired by the Corporation and joins the Plan after
they have been previously employed by another state agency, this employee has the ability to
make a retroactive purchase of prior service time or "buy-back”. Under the current contract with
the West Virginia Public Defender Services office of the State of West Virginia, the Corporation
will only fund the employer portion of such buy-backs on a case by case scenario after
consideration by the West Virginia Public Defender Services. West Virginia Public Defender
Services expressly declines to purchase retroactive service credit. For the years ended June 30,
2013 and 2012, the Corporation did not authorize the employer portion of any buy-backs for
Plan participants.

NOTE 5 — CONCENTRATIONS

The Corporation maintains its account balances in a national financial institution. The accounts
are insured by the Federal Deposit Insurance Corporation up to $250,000. The Corporation's
bank balance at June 30, 2013 and 2012 was $256,593 and $543,595, respectively.

The Corporation receives virtually all of its funding from West Virginia Public Defender Services.

A significant reduction in this level of support would have a significant adverse effect on the
Corporation.
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PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 6 — LONG TERM LIABILITIES

The following is a summary of long term obligation transactions for the Corporation for the years
ended June 30, 2013 and 2012:

2013
Beginning Ending Current
Balance Additions Reductions Balance Portion
Long term liabilities:
Other post-employment
benefit liability $ 373,711 $15,326 $163,728 $ 225,309 $-
Compensated absences 50,782 - 3,452 54,234 54,234
Total long term liabilities $ 424,493 $15,326 $167,180 $ 279,543 $54,234
2012
Beginning Ending Current
Balance Additions Reductions Balance Portion
Long term liabilities:
Other post-employment
benefit liability $ 217,293 $156,418 $- $ 373,711 $-
Compensated absences 48,529 2,253 - 50,782 50,782
Total long term liabilities $ 265,822 $158,671 $- $ 424,493 $50,782

NOTE 7 — CONTINGENCIES

The Corporation is on a reimbursement plan with the State of West Virginia, WorkforceWV,
Unemployment Compensation Division, (Workforce) whereby they no longer pay quarterly
premiums. When a liability arises regarding the payment of unemployment, the Corporation will
be assessed 100% of the awarded claim filed and payment to Workforce would be made at that
time. Any liability arising from the dismissal of employment is uncertain at this time; however,
management believes such amounts if any to be immaterial.

The Corporation's programs are funded from state sources, principal of which is programs of the
West Virginia Public Defender Services. State grants received for specific purposes are subject
to audit and review by grantor agencies. Such audits and reviews could result in requests for
reimbursements to grantor agencies for expenditures disallowed under the terms of the grants.
The amount, if any, of expenditures which may be disallowed by grantor agencies cannot be
determined at this time, although management believes such amounts, if any, to be immaterial.
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PUBLIC DEFENDER CORPORATION
FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

NOTE 8 - CASH HELD AT FISCAL YEAR END

At June 30, 2013 and 2012, the Corporation held cash and cash equivalents of $208,150 and
$513,314, respectively, consisting of unexpended West Virginia Public Defender Service grant
funds. West Virginia Public Defender Services considered this amount in determining the
succeeding fiscal year budget necessary to fund the Corporation's normal operating activities.

NOTE 9 — CHANGE IN ACCOUNTING PRINCIPLES

For 2013, the Corporation has implemented Governmental Accounting Standards Board
(GASB) Statement No 62, “Codificaiton of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements” and GASB
Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources and Net Position.

GASB Statement No. 62 incorporated into the GASB’s authoritative literature certain accounting
and financial reporting guidance that is included in Financial Accounting Standards Board
(FASB) Statements and Interpretations, Accounting Principles Board Opinions and Accounting
Research Bulletins of the American Institute of Certified Public Accountants’ (AICPA)
Committee on Accounting Procedures issued on or before November 30, 1989 which does not
conflict with or contradict GASB pronouncements.

GASB Statement No. 63 provides financial and reporting guidance for deferred outflows of
resources and deferred inflows of resources which are financial statement elements that are
distinct from assets and liabilities. GASB Statement No. 63 standardizes the presentation of
deferred outflows and resources and deferred inflows of resources and their effects on the
Corporation’s net position.

The implementation of GASB Statement No. 63 has changed the presentation of the
Corporation's financial statements to incorporate the concepts of net position, deferred outflows
of resources and deferred inflows of resources, but had no impact on beginning of year net
position.
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Balestra, Harr & Scherer, CPAS, Inc.

Accounting, Auditing and Consulting Services for Federal, State and Local Governments

www.bhscpas.com

INDEPENDENT AUDITOR’S REPORT
ON ADDITIONAL INFORMATION

Honorable Members of the Board
Public Defender Corporation

for the Sixth and Twenty-Fourth Judicial Circuit
Huntington, West Virginia

Our report on our audit of the basic financial statements of the Public Defender Corporation for the Sixth
and Twenty-Fourth Judicial Circuit for the year ended June 30, 2013 appears on pages 1 and 2. That audit
was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The schedule of budget to actual expenses — cash basis provides additional analysis and is not a required
part of the basic financial statements. The schedule is management's responsibility, and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. This schedule was subject to auditing procedures we applied to the basic financial statements.
We also applied certain additional procedures, including comparing and reconciling this information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, in accordance with auditing standards generally accepted in the
United States of America. In our opinion, this information is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

@M,%’A—#%,CPAS

Balestra, Harr & Scherer, CPAs, Inc.
Piketon, Ohio
October 1, 2013

Circleville Piketon Wheelersburg Worthington
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FOR THE SIXTH AND TWENTY-FOURTH JUDICIAL CIRCUIT
SCHEDULE OF BUDGET TO ACTUAL EXPENSES - CASH BASIS
YEAR ENDED JUNE 30, 2013

Personal services
Employee benefits
Support services
Administrative services
Office

Other

Acquisitions

Total

PUBLIC DEFENDER CORPORATION

Under/(Over)
Budget to
Budget Actual Actual

$ 1,097,026 1,032,415 $ 64,611
485,157 470,366 $ 14,791
146,315 130,529 $ 15,786
56,500 41,944 $ 14,556
144,700 123,687 $ 21,013
11,000 11,060 $ (60)
81,499 64,579 $ 16,920

$ 2,022,197 1,874,580 $ 147,617
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Balestra, Harr & Scherer, CPAS, Inc.

Accounting, Auditing and Consulting Services for Federal, State and Local Governments

www.bhscpas.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS REQUIRED BY
GOVERNMENT AUDITING STANDARDS

Honorable Members of the Board
Public Defender Corporation

for the Sixth and Twenty-Fourth Judicial Circuit
Huntington, West Virginia

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the
business-type activities of the Public Defender Corporation for the Sixth and Twenty-Fourth Judicial
Circuit (the “Corporation”), a component unit of the State of West Virginia, as of and for the years ended
June 30, 2013 and 2012, and the related notes to the financial statements, which collectively comprise the
Corporation’s basic financial statements and have issued our report thereon dated October 1, 2013,
wherein we noted the Corporation adopted the provisions of Governmental Accounting Standards Board
Statement No. 63.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the Corporation’s internal control over financial
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the
extent necessary to support our opinion on the financial statements, but not to the extent necessary to
opine on the effectiveness of the Corporation’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely
correct a material misstatement of the Corporation’s financial statements. 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.

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 internal control deficiencies that might be material
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in
internal control that we consider material weaknesses. However, unidentified material weaknesses may
exist.

Circleville Ironton Piketon Wheelersburg Worthington
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Honorable Members of the Board

Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Required by Government Auditing Standards

Page 2

Compliance and Other Matters

As part of reasonably assuring whether the Corporation’s financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, opining on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of
noncompliance or other matters we must report under Government Auditing Standards.

Purpose of this Report

This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the Corporation’s internal control or on compliance. This
report is an integral part of an audit performed under Government Auditing Standards in considering the
Corporation’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

Bibbitia,, than # Sthosse <Phs

Balestra, Harr & Scherer, CPAs, Inc.
Piketon, Ohio
October 1, 2013
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