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PRIMARY STATUTORY RESPONSIBILITIES

Section 134 of the Mississippi Constitution, adopted November 1, 1890, created the Office of

the Auditor of Public Accounts, now the Office of the State Auditor. The Mississippi Code of
1972 (Annotated) grants the Office important responsibilities. Section 7-7-211 is the most
comprehensive, charging the Office with the following responsibilities and authority:

Identify and define generally accepted accounting principles for all public offices of the
state and its subdivisions;

Prescribe systems of accounting, budgeting and financial reporting for all public offices
of regional and local subdivisions of the state and assist in the installation of these
systems;

Study and analyze existing managerial policies, methods, procedures, duties and services
of state agencies and institutions upon written request of the Governor or the Legislature
or its demgnee ang‘detei*mine if operations can be eliminated, combined, simplified or
unproved

Relative to the comy rehensive annual financial report of the state, post-audit and, when

necessary, pre-audit and investigate financial matters of departments, institutions, boards,
' commissions and other agencies of state government;

 Post-audit and, when néceSsal'y, pre-audit and investigate financial matters of county
“governments, public school districts, community college districts, levee boards, agencies

created by the Legislature or by executive order, profit or nonprofit business entities

administering programs financed by funds flowing through the state treasury or receiving
grants from revenues collected by state governmental divisions and all other public
bodies suppofced by funds derived in part or wholly from public funds except

‘ mummpah‘ues

~court for-demands not paid;

Demandpayment from public officers, employees, administrative bodies, individuals,
partnerships,.corporations or associations for amounts representing recovery of public
funds improperly withheld, misappropriated or otherwise illegally expended and the
value of public property disposed of in an unlawful manner, institute suit in any state

5 Investlgate suspected Vlolatlons of state laws by officers or employees of the -state,

counties or other public offices;

With approval of a chancery or circuit court, issue subpoenas to examine records, etc.
regarding persons, firms or other entities related to dealings with any state, county or
other public entity;



e In lieu of conducting audits, examine audits of public hospitals or public school districts
produced by certified public accountants. Provide audit programs and report formats to
accountants conducting audits of public hospitals and public school districts:

® If funds are made available by the Legislature, contract for preparation of selected audits
of departments, institutions, boards, commissions or other agencies of state government,
county governments, public school districts, community college districts and any other
public bodies supported by public funds, except municipalities, provide audit programs
and report formats to accountants conducting contract audits;

® Establish training courses and programs for state and local government personnel under
jurisdiction of the Office; and

e Upon written request of the Governor or member of the Legislature, audit any state or
federal funds received by any nonprofit corporation.

Other responsibilities are given to the Office throughout sections of the Mississippi Code.
However, most of these are addressed within the responsibilities mentioned above. When new
programs are created or funded by the Legislature, the Office is often given audit or system-
prescribing responsibility.
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AUDIT RESPONSIBILITY

The above statutory responsibilities make the Office responsible for financial reporting of most

public entities within the state. This entails audit, review, recording, receipt, or investigative
responsibility for over 1,000 entities in the following categories:

General State and Local Governments

General governments provide a wide range of services to their citizens and number the
following:

State Agencies 120

 Cities 2905

3 Counties 82
2 "‘ ‘Special—Purpose Governmental Entities
Most special-purpose- governments provide a single, special service. Created by counties,
mumupahtxes or a-combination of both, or by special legislation passed by the Legislature, all
were designed to provide services not offered by individual general governments. In most cases,

specxal-purpose govemments are demgned as authorities, agencies, boards or districts.

MlSSlSSlppl spemal purpose govemmental units include, but are not limited to, the followmg

Airport Authorities 59
Colleges = - 15
Universities ; 8
- District Attorneys ? 22
Drainage Districts 58
~Economic Development Districts 138
Fire Protection Districts 85
Flood Control Districts 4
Hospitals : ek 67
Housing Authorities N ~ Local
Human Resource Agencies 27
Industrial Development Districts 35
Libraries 50
- Mental Health Centers ~ 15
Park Districts 7
Planning and Development Districts 10
Port Authorities 6

Public Building Authorities Local

W2



School Districts 150

Soil and Water Conservation Districts 82
Tourism Bureaus 40
Utility Districts 27

The Office maintains some oversight responsibility for each. In addition, other public and
private entities fall within the Office’s oversight when created or financially supported by
Legislative appropriations, for a number of reasons some of these do not fall into one of the

general categories listed above.



OFFICE CUSTOMERS

Based on analysis of Mississippi statutes, the Office has identified and prioritized its customers
to provide the above services in a manner to protect the public’s interest. These include:

1) Citizens and taxpayers of the State of Mississippi

2) Legislative, Executive and Judicial Branches of State
- government

3) - State and local governmental entities

4) _ Federal government

5)_ e Other states

Citizens are pnorltlzed as the most important Office customer, since providing services for and
on their behalf is the reason government exists. The Office has primary responsibility for
oversight of the taxpayers’ state and often local government supporting funds.

Therefore, the primary purpose of the Office is protection of the interests of its most important
customer, the taxpayers. - :

The legislative, executive, and judicial branches of state government, along with the Office, exist
to serve citizens and taxpayers Therefore the Office provides valuable services to these
branches in performmg the1r serv1ces to the citizens of the State. ~

State and local governmental entities are the primary recipients of Office services with customers
receiving benefits from the services provided by this Office. Although state agencies are a part
of the executive; legislative and judicial branches, state agencies are also considered separate
Office customers since they are the subject of audits and are not always directly accountable to
citizens and taxpayers. -Although the focus of day-to-day Office work relatesto state and local
governmental entities; benefits-accrue to hlghel pnontlzed customers: taxpayers, and legislative,
executive, and judicial branches.

Because. the: federal government provides certain funds to the State, the State has reporting
responsibilities to the federal government. Additionally, the Office’s audit field work and
reporting standards are controlled in part by the federal government. Since other states
occastonally use our reports in their work, they are also considered valued Office customers.
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OFFICE OF THE STATE AUDITOR’S MISSION

Based on the purpose intended for the Office and the services the Office provides, the following
mission statement was developed and published in fiscal year 1997:

The mission of the Olffice of the State Auditor is to serve
its customers and protect the public’s ftrust by
independently assessing state and local governmental
and other entities to ensure that public funds are
properly received, are legally, effectively, and efficiently
spent and are accounted for and reported accurately.




DIVISIONS
The Office of the State Auditor is composed of eight divisions. These divisions report to the
Audit Department Director, Rodney Zeagler and include:

Administrative Services Division (page 11)
Jeff Adcock, Director

Average Daily Attendance Audit Division (page 12)
Shirley Crawford, Director

Financial & Compliance Audit Division (page 13)
Bill Doss, CPA, Director

Information Technology Division (page 18)
Bennie Nutt, Director

Investigative Division (page 20)
Jesse Bingham, Director

Performance Audit Division (page 22)
V Sam Atkinson, Director

Property Audit Division (page 25)
~Ross Campbell, Director

 Technical Assistance Division (page 26)
Rhuel Dickinson, CPA, Director




OFFICE GOALS

In accomplishing its mission the Office of the State Auditor has established the following goals:

@ Establish accounting and financial reporting systems for all regional and local governmental
entities. Consult with State Fiscal Officer in the establishment of accounting and financial
reporting systems for the State;

® Perform or contract the necessary financial, compliance, performance, and investigative
audits in accordance with professional standards;

@ Train public officials in methods of conducting their duties in compliance with state law;
@ Comply with constitutional and statutory provisions; and

@ Make govermheht more accessible to the taxpayers.

The Office will accomplish these goals by:

® Providingtimﬁely ﬁﬂziﬁcial and legal compliance audits of state agencies, counties, school
districts and state supported colleges and universities;

e Providing timely technical assistance to representatives of state and local governments
~ and the general public;

e Investigating state and local governments and government representatives and employees
- concerning legal compliance violations and accountability issues;

e Performing performance audits for state and local governments to ~improve
accountability, economy and efficiency of government operations;

e Conducting state-wide property audits and performing average daily attendance counts
for school districts; and verifying the validity and accuracy of the process and the internal
controls schools use to produce adequate information regarding student transactions;

e Providing the Office and state and local governments assistance with their information
management needs; and

e Working with local governments to-secure E-Government services for the taxpayers it
_Serves. o



Professional Audit Standards

The Office is comprised of professional staff to perform a necessary function to protect the
welfare and ensure the public trust. Because taxes are an involuntary requirement for the citizens
of this great state, financial accountability and responsibility for an effective and efficient
government are the responsibility of every public servant, including those elected. appointed and
employed. This public trust requires a diligent review and accounting for the financial reporting
and performance of all entities entrusted with public funds. To perform this service, the Office
complies with generally accepted government auditing standards (GAGAS) issued by the United
States Government Accountability Office and documented as Government Auditing Standards
and generally accepted auditing standards (GAAS) published by the American Institute of
Certified Public Accountants. The Office also abides by pronouncements of the Governmental
Accounting Standards Board (GASB) and the Financial Accounting Standards Board (FASB)
where applicable. Additionally, the Office participates in a quality control review process
whereby Office audits are periodically reviewed by other states” audit office personnel for
compliance with the above standards. Also the Office’s finances are reviewed by the Legislative
PEER Committee to ensure all financial matters are in order.

What does all this mean? The Office sets high standards of performance for the auditors it hires
and the work they perform. The trust placed with the Office by the public is not taken lightly,
nor the responsibility ignored. These standards and the reviews the Office undergo help ensure
the quality of the work prepared and presented to the public administrators of the public funds
and resources on behalf of the citizens of the state, who are our primary customers and to whom
we acknowledge a great responsibility.
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Office of the State Auditor

Organizational Structure
as of March 1, 1999
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Source: Office of the State Auditor's staff
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ADMINISTRATIVE SERVICES DIVISION

Our Administrative Services Division continues to perform its duties by providing
services for personnel matters, processing invoices, payroll, travel vouchers and purchase
orders for the office, and all accounting functions including preparation of the
department’s GAAP package.

The Division prepares invoices for services rendered by the Office which account for
over three million dollars or thirty percent of our annual budget. During fiscal year 2006,
we completed a revision of our billing system by establishing a PC based system.

The Division also provided help and assistance to Performance Audit Division with its
bond monitoring program, as well as providing Information Technology Division
assistance with its cyber security testing throughout Mississippi’s 82 counties and
selected state agencies. During the fiscal year 2006, we coordinated the administrative
and financial responsibilities associated with the Katrina Fraud Prevention and Detection
Unit including opening, staffing, and equipping an office in Hattiesburg.
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The Average Daily Attendance Division (ADA) was created to verify correct
distribution of Minimum Foundation Program funds, a compliance function related to
local school districts. The Average Daily Attendance of the Office of the State Auditor
verifies the validity and accuracy of the process and the internal controls schools use to
produce adequate information regarding student transactions in the Mississippi Student
Information System. School district reports were used by the State Department of
Education to allocate funds to local school districts.  Funding is provided primarily from
the Mississippi Adequate Education Program (MAEP) which replaced the Minimum
Foundation Program.

Accomplishments for 2006

During 2006, ADA accomplished the following:

. Reviewed 152 - School districts for standardized attendance policies and
procedures.

o Performed fixed asset audits for 58 local school districts.

. ‘Made random vehicle checks for correct markings in 322 municipalities, counties,

- and Community Colleges.




FINANCIAL AND COMPLIANCE AUDIT DIVISION

The Financial and Compliance Audit Division employs a majority of the employees of
the Office and produces most of its published work. The Division is responsible for
performing audits on 82 counties, 15 colleges, the university system, 150 local school
districts and the State of Mississippi, which includes 120 state agencies. The Division
also performs agreed-upon procedures on disaster claims of various entities in the state.
To perform these audit duties, the Division is organized into five sections:

County Audit Section
Scott Speights, CIA, Director

Education Audit Section
Linda C. Reeves, CPA, Director

State Agency Audit Section
Rob Robertson, Director

- EDP Audit Section
Toby Frazier, CISA, Director

* Report Processing Section
Frieda Bailey, Supervisor

Through this diViSi01i, thé Ofﬁcé accomplishes its primary statutory duties of:

e Examining the financial records and statements of counties, school districts; colleges,
the university system and the State of Mississippi to determine accuracy and
reliability; ~

e Reviewing, testing and evaluating state and local government control systems to
ensure : ‘

o The safeguarding of assets,

o The legality, accuracy and reliability of financial transactions, records and
statements, and ~

o —Adherence to prescribed management control policies;

e Auditing and issuing opinions on financial statements of counties, school districts,
colleges, the university system and the State of Mississippi;



e [ssuing the State’s Single Audit Report and single audit reports of counties, school
districts, colleges and the university system;

e Examining and testing transactions and operational processes of auditees to determine
compliance with laws and regulations;

e Agreed-upon procedure engagements of governmental entities seeking
reimbursement for disaster {osses; and

e Reviewing audits of college, county, school district and state agency financial
statements performed by CPA firms.

To reduce travel time and expenses, the Division maintains staff in Jackson, with branch
offices in Grenada and Ellisville.

AUDIT SECTIONS

A brief description of each of the audit sections is given below.
County Audit Section

The County Audit Section audits the 82 Mississippi counties. During fiscal year 2006,
the County Audit Section released reports on 28 counties it audited. Also during this
period, this Section released reports on 48 counties audited by CPA firms.

Education Audit Section

The Education Audit Section is responsible for college and university audits and for local
school district audits. College and university auditors are responsible for 15 public
colleges, the Board of Trustees of the Institutions of Higher Learning, and eight public
universities and their divisions. During fiscal year 2006, the Section audited and released
reports for four colleges. Beginning in the fiscal year ended June 30, 1998, the Section
audits the universities under the governance of the Board of Trustees of the Institutions of
Higher Learning as a system. While the Section completed its audit of the University
System for the fiscal year ended June 30, 2004, during fiscal year 2005, the report was
not released until fiscal year 2006. During the year, the Section completed its audit of the
University System for the fiscal year ended June 30, 2005. Separate management letters
were issued to the universities and their divisions. Colleges not audited by this Section
were audited by CPA firms under contracts supervised by the Education Section. Fifteen
college audit reports issued by CPA firms were released during fiscal year 2006.

The Section is also responsible for conducting annual audits of the 150 public school
districts in the state. During fiscal year 2006, the Section audited and released reports on
23 school districts. Public school districts not audited by this Section are audited by CPA
firms under contracts supervised by the Education Audit Section. One hundred sixty-five
school district audit reports issued by CPA firms were released during fiscal year 2006.
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State Agency Audit Section

The State Agency Audit Section is responsible for the annual audit of the State of
Mississippi, including the State’s Comprehensive Annual Financial Report (CAFR) and
its Single Audit Report.

EDP Audit Section

The EDP Audit Section works with the other sections to perform reviews of entities’
electronic data processing systems.

Report Processing Section

The Report Processing Section finalizes all Division reports and processes them for
publication.

GOALS AND OBJECTIVES

The goals and objectives of the Financial and Compliance Audit Division include the
following:

e Perform more efficient and effective audits while maintaining current audit status
and timely release of audits.

e Increase the use of computers in performing audit procedures and ensure the staff
has access to the most up-to-date technology.

e Provide staff training on new technical pronouncements.

e Continue to reduce time between the completion of fieldwork and the issuance of
the report.

e [ncrease the number of auditors in the EDP Audit Section.
e Revise various manuals for the professional staff.

ACCOMPLISHMENTS FOR 2006

The Financial and Compliance Audit Division accomplished many things during the
2006 fiscal year. Highlights of these accomplishments include:

e This division took exception to $26,145 of expenditures, which were returned
directly to governmental entities.

e During fiscal year 2006, the County Audit Section released 76 audit reports. The
reports covered Governmental Activities program revenues in excess of $355
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million. Governmental Activities general revenues in excess of $825.1 million,
Governmental Activities expenses in excess of $1.175 billion and net assets in
excess of $2.911 billion. Of these amounts, audit coverage of approximately
$227 million program revenues, $580 million general revenues, $805 million
expenses and $2.066 billion net assets was provided by CPA firms. These reports
also covered Business-type Activities revenues in excess of $43.2 million,
Business-type Activities expenses in excess of $42.6 million and net assets in
excess of $24 million. Of these amounts, CPA firms provided audit coverage of
approximately $25.2 million in revenues, $25 million in expenses and $14.9
million in net assets.

During fiscal year 2006, the College and University Unit of the Education Audit
Section released 19 college audit reports. These audit reports covered operating
revenues in excess of $466 million, nonoperating revenues in excess of $323
million, operating expenses in excess of $784.6 million, nonoperating expenses in
excess of $10 million, other revenues and expenses (net) in excess of $56.7
million, and total net assets in excess of $879.5 million. Audit coverage of these
amounts provided by CPA firms included approximately $404.1 million of
operating revenues, $283.2 million of nonoperating revenues, $683.4 million of
operating expenses, $9.05 million of nonoperating expenses, other revenues and
expenses (net) of $53.5 million and total net assets of $776.3 million.

During fiscal year 2006, the College and University Unit completed its audit of
the eighth system-wide audit report on the State of Mississippi Institutions of
Higher Learning (IHL). Both the fiscal year 2004 and 2005 reports were released
during the 2006 fiscal year. These reports covered operating revenues in excess
of $2.841 billion, nonoperating revenues in excess of $1.298 billion, operating
expenses in excess of $4.006 billion, nonoperating expenses in excess of
$100.725 million, other revenues and expenses (net) in excess of $170.285
million, and total net assets in excess of $4.385 billion.

During fiscal year 2006, the School Unit of the Education Audit Section released
188 audit reports. The reports covered Governmental Activities program
revenues in excess of $1.004 billion, Governmental Activities general revenues in
excess of $3.254 billion, Governmental Activities expenses in excess of $4.057
billion, and Governmental Activities total net assets in excess of $2.192 billion.
Of these amounts, CPA firms provided audit coverage of approximately $914.3
million program revenues, $2.934 billion general revenues, $3.662 billion
expenses, and $1.950 billion total net assets.

During fiscal year 2006, Mississippi’s 2005 CAFR and Single Audit Report were
released. The Single Audit reports on the state’s compliance of its major federally
funded programs. For 2005, programs with expenditures exceeding $15.575
million were identified as major programs.

The State Agency Section was responsible for auditing Governmental Activities
program revenues in excess of $6.783 billion, Business-type Activities program
revenues in excess of $243 million, Governmental Activities general revenues in
excess of $5.2 billion, Business-type Activities general revenues in excess of $62
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million, Governmental Activities expenses in excess of $11.771 billion, Business-
type Activities expenses in excess of $232 million, Governmental Activities total
net assets in excess of $8.555 billion, and Business-type Activities total net assets
in excess of $1.119 billion.

Staff in the Division assisted the Training Officer in conducting required training
sessions for professional staff.



INFORMATION TECHNOLOGY DIVISION

The Information Technology Division is responsible for providing information
technology and services to all employees of the Office and other governmental entities
that must comply with Office-issued requirements. The Division also conducts computer
training, assists auditors with electronic data processing (EDP) audit reviews, procures
computer hardware and software, develops and supports computerized applications,
maintains a local area network, web server and email system, and provides technical
support to the Office staff. The Division supports the Office by:

& [ncreasing Office employee productivity through automation;

e Improving technological support for all Office staff by focusing on service for the
Office;

@ [Enhancing computer applications and implementing new information systems for
other divisions; =

® Assisting other divisions applying technology in performing audits;

@ Procuring and implementing state-of-the-art hardware and software; and

& Educatmg Office staff in the use of information technolo gy.

s ACCOMPLISHMENTS FOR 2006

Over the last year, the Division has successfully implemented several projects to improve
office operations.

Field Auditors

Due to the demands placed on the current field audit work force, there is constant need to
provide updated equipment.  This Division is always looking for new programs assist all
employees in completing their misson. ‘

Office Staff | ,

The Division has successfully replaced all obsolete workstations and monitors-to meet
standards that will. make the Office productive, provide audit services and satisfy
concerns associated with the 21% century. As we have upgraded our technology, we have



also donated equipment and maintained applications to assist other entities in technology
advancement.

Katrina Fraud Prevention and Detection Unit

This Division successfully set up a new satellite office in Hattiesburg for the Katrina
Fraud Prevention and Detection Unit to operate seamlessly with the Jackson Office.

Web Server

The Division is constantly improving the Web Server and searching for documents and
reports that can be placed on the Web for the convenience of the public.

Cyber Security Assessment

The Division was successful in securing each of the 82 counties a $10,000 grant from
Homeland Security in fiscal year 2004 of which and have completed the assessment (over
76 counties). This assessment included tests to prevent inside and outside intrusion, as
well as an analysis of the entire system or systems. We are contacting the remaining
counties to encourage them to have the assessment.

FUTURE PLANS

The Division plans to continue the long-range purchasing by replacing any computer
related equipment that is not under manufacture’s warranty. The Division continues to
pursue a wide area network for audit reports and investigative files from around the state
to be downloaded directly to the main Office computers. This will expedite the audit
report and investigative process. These advances should cut travel cost and enable more
effective use of Office personnel. The Division continues to support the office in its
efforts to perform paperless audits. The Division plans to purchase additional equipment
and software to meet this goal. The Division will continue to work with Homeland
Security to secure funding for future projects that will benefit state and local
Government.
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INVESTIGATIVE DIVISION

The Investigative Division is responsible for investigating allegations or suspected
violations of the laws of the State of Mississippi by any state, county or local public
official or other individual responsible for public assets. The primary focus of the
Division is to detect and deter the misuse or misappropriation of public assets in the
purchase, sale or use of any supplies, services, equipment or other property.

This staff assures proper use of public assets through recoveries and prosecution when
violations are detected. Based on a study conducted by the Association of Certified
Fraud Examiners, the average organization loses about 6 percent of its total annual
revenue to fraud and abuse committed by its own employees and management.
Government waste, fraud and abuse represent a hidden tax on every family in
Mississippi. This Division’s responsibility is to cut that hidden tax.

Complaints are received from public officials, private citizens, auditors, the media and
anonymous or public sources. All complaints are confidential.

Any information concerning possible violations should be forwarded to:

Office of the State Auditor

Attn: Jesse M. Bingham, Director
Investigative Division

P.O. Box 956

Jackson, MS 39205

Or leported by callmg 601-576-2722 or toll free in-state 800-321-1275 and ask for the
Investigative Division. ‘

' ACCOMPLISHMENTS FOR 2006

During. fiscal year 2006 there were 125 cases of allegedly misused or m1sapprop11ated
public assets opened in the Investlgatwe D1v1510n

During fiscal year 2006, the Investigative Division had the following accomplishments:

Opened 125 cases;

Recovered $1,026,452.07;

Issued 42 formal demands totaling $2,005,352.77; and
Closed 120-cases:

e @ ©

The Katrina Fraud Prevention and Detection Unit

The Katrina Fraud Prevention and Detection unit under the control and direction of the
Office of State Auditor is charged with investigating reported instances of fraud
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identified in the application and verification process of the Homeowners Assistance
Program, a grant awards program provided by The Department of Housing and Urban
Development and administered by the Mississippi Development Authority. The Unit is
also charged with investigating suspected fraud related to residential rebuilding efforts in
general within the Hurricane Katrina disaster area of the three coastal counties and Pearl
River County.

Through a Community Development Block Grant authorized by the Mississippi
Development Authority the OSA has been allocated over $1.9 million for the period June
1, 2006 through May 31, 2008. to establish the Fraud Prevention & Detection Unit,
setting up an office and establishing a toll free number to report possible fraud and air
concerns. The main office for this unit is located in Hattiesburg.

This will be a cooperative effort incorporating local sheriff departments and district
attorneys and, when necessary, the Office of Inspector General at HUD, the FBI and the
U.S. Attorney.



PERFORMANCE AUDIT DIVISION

Fiscal Year 2006 was busy for the Performance Audit Division. During this time, the
Division's Bond Monitoring Program expanded, adding new projects and completing
others. Additionally, the Division continued work on a wide variety of projects related to
increasing performance and productivity at all levels of government. These were
completed with positive results and satisfied clients—many of the recommendations have
been implemented successfully.

Performance auditing is defined by the U.S. Government Auditing Standards as “the
assessment of the performance of organizations, programs, activities, and functions in
order to provide information to improve accountability and facilitate decision-making.”
Besides providing additional public accountability, efficiency, and effectiveness
opportunities, performance reviews and audits are especially important and useful during
times of budget shortages. Division reports rely on laws and regulations, best practices,
program purposes/goals, current resources, current program operations, as well as
expected and desired outputs and outcomes to craft recommendations and complete
analysis reports that help achieve fiscal savings while keeping productivity high. While
other divisions of the Office are designed to detect governmental entities’ errors or
omissions, the Performance Audit Division is one of two Office divisions, the other being
Technical Assistance, designed to prevent problems and help government managers
better perform their jobs.

ACCOMPLISHMENTS FOR FISCAL YEAR 2006

e In January 2005 OSA submitted recommendations for future economic
development bond projects to the Mississippi Legislature ensuring compliance with
State law. The Legislature has continued to place those requirements in other
economic development bills during fiscal year 2006.

e A Performance Review Of Wildlife, Fisheries And Parks (Report # 97) — The
purpose of this report was to provide information on the responsibilities and
oversight as it regards to maintaining existing parks and bequeathed land, since
House Bill 659 was passed in 1989, under the direction of the Division of Parks and
Recreation.

e A Disclosure of Emergency Purchases Made by State Agencies in FY05 - (Report
# 98) - This report summarized the number and dollar amount of emergency
purchases for fiscal year 2005 reported to DFA, Office of Purchasing and Travel;
DFA, Bureau of Buildings, Grounds, and Real Property; and Information
Technology Services by agencies and p1ov1ded background information on current
state law concerning emergency purchases by state agencies.
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e  An Informational Report Of State Vehicle Purchases In FY’05 — (Report # 99) -
The key purpose of this study was to suggest approaches and management practices
which, when implemented, would lead to significant reduction in costs associated
with issuance and management of general obligation bonds. Many of the report’s
recommendations have already been implemented.

e  An Informational Report Of MCI’s Tax Settlement With The State Of MS -
(Report #100) — The purpose of this report was to answer nine (9) questions posed
by the Governor and members of the Legislature concerning the settlement contract
between the State and MCI/WorldCom.

o The Impact of Illegal Immigration on Mississippi: Costs and Population Trends
— (Report #102) — This report examined potential financial costs and benefits of
illegal immigrants residing within the State of Mississippi.

e A Limited Review Of The MS Land Water And Timber Resources Act — (Report #
103) - This limited review provided at the request of the Land, Water, and Timber
Resources Board (LWT). The Performance Audit Division reviewed the
management and accounting processes of the Mississippi Technology Alliance as it
related to two methane gas capture projects. This report resulted in changes to
standard contracts used by the LWT Board.

e Mississippi Office Of The State Auditor Audit Response Team: Limited Review
Of The Delta Blues Museum - (Report # 104) - The audit response team was
assigned by the State Auditor to conduct a performance review of the Delta Blues
Museum in response to an inquiry by the Coahoma County Board of Supervisors to
review the accounting procedures and compliance of the Delta Blues Museum with
its by-laws.

The Performance Audit Division also issued Bond Monitoring briefing papers about
several bond projects.

e  Northrop-Grumman Ship Systems Bond Monitoring Brief, July 2005 — The
Mississippi Legislature, during the 2003 regular session, passed Senate Bill 2886.
This bill authorized the issuance of general obligation bonds to provide funds for
capital improvements at the State-owned shipyard in Jackson County. This review
updated their construction and expansion progress. It also reviewed expenditures to
date.

e  Mississippi Land, Water and Timber Board — Mississippi Blueberry Projects -
July 2005 - This brief illustrates that the commercial fruit and vegetable farming
contributes $76 million annual to our state’s economy.

e  Recommendations For Changes To Mississippi Statutes During A State of
Emergency — September 2005 - Upon the request of the Mississippi Legislature,
the Office of the State Auditor began a review of current statutes that may
negatively affect the operations of local government entities during the hurricane
recovery period. Working with the Technical Assistance Division, Performance
Audit completed this request.

e Mississippi Land, Water and Timber Board — Natchez Trace Greenhouses,
October 2005 — This brief describes the need for the conversion from a natural gas

N
(V8]



fired system to an alternative system stemming directly from the high cost of
natural gas.

Mississippi Adequate Education Program: Legislative Recommendations To
Advance Fiscal Accountability - October 2005 — Under Senate Bill 2731 of the
2005 Regular Session, the Mississippi Office of the State Auditor (OSA) was
charged with annually verifying the State Board of Education’s estimated
calculations for the Mississippi Adequate Education Program (MAEP), submitted
each year to the Legislative Budget Office on August 1, and the final calculation
that is submitted on January 2. This brief made recommendations to mandate
changes in the reporting format with more efficiency and accuracy, raise fiscal
accountability, in an effort to provide a more meaningful report to the Legislature,
and to more accurately audit local schools districts.

Steel Corr/Sever Corr — November 2005 - In 2005, the Legislature took an
important step in raising accountability to ensure successful State irivolvement in
economic development bond projects. Placing specific requirements in House Bill
1668 has helped protect the State’s investment in a new mill venture. This brief
reviewed progress and updates related to the Sever Corr steel mill project.

Rabbitman Farms - November 2005 — This brief outlined and assessed the
damages seen at Rabbitman Farms as a result of Hurricane Katrina. Rabbitman
Farms is a project funded through the Mississippi Land Water and Timber Board.

State Auditor’s Legislative Issues 2006 Regular Session - December 2005 — For
the 2006 Regular Session of the Mississippi Legislature, the State Auditor proposed
changes to: State Vehicles; [llegal Immigrants and State Contracts; and Schools
and School Districts Reporting Management to increase the fiscal and management
accountability of Mississippi government.

Management Lefter #1 Regarding. A Review of the Construction Costs of the
Mississippi Braves Baseball Stadium at the request of MDA.

Cooper Berry Farms, February 2006 - This brief was a bond monitoring review of
the Cooper Berry Farms, a family owned and operated berry farm and processing
facility, which produces and packages fruits and vegetables in Central Mississippi.
The OSA staff conducted a site visit to review the status of the project as well as to
make assessments of the damage caused by Hurricane Katrina.

Homan Industries, February 2006 — This brief reviews Homan Industries, whose
sawmills and planer operations generate over 300,000 tones of wood bi-products.
The Land Water and Timber Resources Board believed that funding this project
would demonstrate the validity of using alternative fuel sources to decrease the
dependence on fossil fuels.



PROPERTY AUDIT DIVISION

The purpose of the Property Audit Division is to protect the public’s trust by

independently assessing state and local governmental entities to ensure that public
property is properly procured, effectively managed in its dispersal and disposal and
proper procedures are lawfully followed regarding the addition and deletion of fixed
assets. In addition to verifying the existence of fixed assets, the Division is responsible
for maintaining a master inventory of all state-owned fixed assets and periodic audits of
state and local government asset maintenance records.

ACCOMPLISHMENTS FOR 2006

The Division performs its duties and responsibilities in conformity with statutory
mandates. as set forth in Section 29-9-1, et seq, Mississippi Code of 1972
(Annotated). The primary focus of the Division is the verification of assets. In
fiscal year 2006, the Division initiated property (verification) of fixed assets as

follows: -
1 State agency and university audits 91
County governmental audits 35

- School district audits 58

The. Division maintains a master state-wide inventory database for all assets
owned by state agencies and universities. All reports for additions, deletions and
adjustments by agencies and universities are submitted to the Division for review
and verification of.accuracy and completeness.

The Division continues to provide one-on-one training and technical support in
property management. The Division offers property managers assistance’ to
promote continuing effectiveness and communicates statutory amendments, rule
changes and management techniques.

To enhance property reporting and management, the Division is implementing a web
based asset management system. :
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TECHNICAL ASSISTANCE DIVISION

The Technical Assistance Division was established to provide a mechanism through
which state and local government officials can receive guidance to help comply with the
many financial and compliance related laws and regulations. This service enables public
officials to address and resolve questions or minor problems before they result in
misappropriated or misused public funds or resources.

The Division’s staff of five Certified Public Accountants provides an oral and/or written
answer to literally thousands of inquires annually. The staff also conducts specialized
training to update officials of the latest changes in laws and regulations that affect their
jobs maintaining the public’s resources and trust. Combined, the staff has over 100 years
of experience in local and state government accounting and auditing.

ACCOMPLISHMENTS FOR 2006
During fiscal year ’20,06, the Division performed the following services:
@ Responde%d to approximately 8,079 telephone requests for technical assistance

~ from the fgeﬂerﬁl public, public officials and employees, other agencies and
_governing authorities.

@ Responded by letter or by E-mail to 479 requests for statements of position of the
- Office on legal requirements and department regulations. A statement of position
is a written ruling stating the position or action the Office will take on a situation

that has already occurred or will occur in the future.

e Devéldped, pﬁblished and distributed a monthly publication éntitled
‘ “Technicalities” to over 3,800 public officials, employees, and practitioners.

“Technicalities™ is presented in a question and answer format and addresses
current issues (legal compliance, accounting procedures, new AG opinions,
changing legislation, and other matters) facing public officials and employees. -

e Met with public officials and various other individuals on matters of concern in an
‘effort to resolve problems and explain areas of statutory compliance, accounting
procedures, office regulations; ete.

' Developed and conducted 54 Educational and / or Required Certification
Programs annually for various groups and associations. Examples include:

Mississippi Supervisors

Chancery Clerks

Circuit Clerks

County Administrators and Comptrollers
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County Tax Assessors and Collectors

County Board Attorneys

Sheriffs

Purchase Clerks, Receiving Clerks, and Inventory Control Clerks

Justice Court Clerks

Municipal Aldermen, Councilmen and Mayors

Municipal Clerks and Court Clerks

Police Chiefs

Narcotic Task Forces

Municipal Board Attorneys :

CPA’s who conduct municipal, district attorney and other audits
throughout the state

Election Commissioners

Fire Chiefs and Coordinators

Soil and Water as well as other assorted local commissions

Planning and Development Districts

Governmental Purchasing Agents

Prosecuting Attorneys

Association of Government Accountants

Local School Boards and School Officials

OTHER ACCOMPLISHMENTS FOR 2006
Reviewed and filed all official opinions of the Attorney General for research
purposes.
Provided legislators with information concerning proposed legislation upon
request and met with or testified before legislative bodies to explain the intent or
effect of proposed legislation.

Compiled the annual update of the legal digest for Mississippi counties.

Scheduled and conducted continuing education for the staff of the Office of the
State Auditor.



AUDIT REPORTS RELEASED
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