MANAGEMENT LETTER

March 25, 2015

Berkeley County
400 West Stephen Street, Suite 201
Martinsburg, WV 25401

To the County Council:

In accordance with Government Auditing Standards applicable to financial audits, we have audited the
financial statements of the governmental activities, business-type activities, each major fund, and the
aggregate remaining fund information of Berkeley County, West Virginia (the County) as of and for the
year ended June 30, 2014, and have issued our report thereon dated March 25, 2015.

Govemment Auditing Standards also requires that we describe the scope of our testing of compliance
with laws and regulations and internal control over financial reporting and report any irregularities, illegal
acts, other material noncompliance and significant deficiencies in internal controls. We have issued the
required report dated March 25, 2015 for the year ended June 30, 2014.

We are also submitting for your consideration the following comments on the County’s compliance with
applicable laws and regulations and on its internal controls. These comments reflect matters that, while
in our opinion do not represent material instances of noncompliance or significant deficiencies in internal
controis, we believe represent matters for which improvements in compliance or internal controls or
operational efficiencies might be achieved. Due to the limited nature of our audit, we have not fully
assessed the cost-benefit relationship of implementing the recommendations suggested below.
However, these comments reflect our continuing desire to assist your government. If you have any
questions or concerns regarding these comments, please do not hesitate to contact us.

COMPLIANCE

Circular E, Employer’s Supplemental Tax Guide published by the Internal Revenue Service defines
common-law employees as anyone who performs services for the County if the County can control the
details of what will be done and how it will be done. The guide further defines independent contractors as
anyone who follows an independent trade or profession in which they offer their services to the public but
who the County only has the right to control or direct the result of the work and not the means and
methods of accomplishment.

During Fiscal Year 2014, the County classified one individual as an independent contractor and did not
withhold federal, state, or local taxes and did not contribute to a qualifying retirement system.
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COMPLIANCE (Continued)
Circular E, Employer’s Supplemental Tax Guide {continued)
The County directly controls the following details of work performed by this individual:

e When and where to do the work;
o What work must be performed,;
e What order of sequence to follow;

Consequently, the County could be held liable for employment taxes of a potential employee improperly
treated as an independent contractor without a reasonable basis for doing so. The County should refer to
internal Revenue Service Code Section 3509 for additional guidance on an employer’s liability for treating
an employee as a nonemployee. County Council should examine the relationship between the County
and all employees and independent contractors to ensure employees and nonemployees are properly
reported. We also recommend the County obtain a legal opinion to determine the status of this worker.
If it is determined they are employees of the County they should be paid through the payroll system and
applicable benefits and taxes should be withheld and remitted.

RECOMMENDATIONS
Monitoring of Delinquent Clerk of Court Accounts

Upon our review of the Circuit Clerk Court, we found the Court has no formal policy concerning the
handling of late payments and delinquent accounts. The only outstanding accounts that would be
collected are those that are on probation as they are not released from probation until the accounts are
paid. Upon discussion with staff, a list of delinquent accounts had not been generated for a significant
length of time. Council is responsible for monitoring receipt collections of the County. A list of delinquent
Circuit Clerk Court accounts is not provided to Council and as a result of not reviewing and addressing
delinquent accounts, the County may be losing revenues due to them.

We recommend the Clerk of Courts provide Council a complete listing of all delinquent accounts at least
quarterly. We also recommend the County establish a formal policy detailing the procedures to be
utilized for collecting on delinquent accounts.

Financial Reporting

During our testing we noted several issues in the financial statements and notes that were not correctly
completed.

The following issues were noted:

Fund balance detail of each governmental fund was not listed in the notes to the financial statements;
Outstanding encumbrances were not recorded as assigned to the general fund;

All debt was not recorded to the financial statements;

Taxes receivable and deferred inflows of resources were not updated from the prior year,;

State receipts were recorded to federal receipts in the financial statements;

oA =

The financial statements and notes have not been updated to reflect the correct amounts or disclosures,
with the exception of state and federal receipts. State receipts were reclassified from federal receipts.

We recommend management review and discuss all financial statement amounts and note disclosures
with the accounting firm when preparing the financial statements at year-end.
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RECOMMENDATIONS (Continued)
Monitoring Bank Accounts

The County has numerous bank accounts listed on the financial statements. There are numerous
accounts which have different signors and management responsible for account reconciliations each
month.

We recommend the County complete a list of all accounts each year, which notes the balance at year
end, reconciliation amount, and signors for the accounts. We recommend this list be approved by County
Council to ensure all accounts are included in the annual financial report, correctly listed on the financial
statements, and authorized signatories assigned to each account. We also recommend the County
Council consult with the County’'s legal counsel to determine appropriate authority over accounts in
guestion.

These comments are intended for the information and use management and Council, and are not
intended to be, and should not be used by anyone other than these specified parties.

@/MW% ‘

Perry and Associates
Certified Public Accountants, A.C.
Marietta, Ohio










































































































































