














-DEPARTMENT OF-

REVENUE 
STATE OF MISSISSIPPI 

Stacey E. Pickering, State Auditor 
Office of the State Auditor 
P.O. Box 956 
Jackson, MS 39205-0956 

Dear Mr. Pickering: 

March 14, 2016 

FINANCIAL AUDIT FINDINGS 

Office of the Commissioner 

With respect to your audit of the financial statements of the Department of Revenue for the Fiscal Year 
ended June 30, 2015, we offer the following comments: 

Controls Should Be Strengthened Over Adjustments And Abatements To Taxpayer Accounts 

Finding number 2015-016: 

42% of users with MARS security function level 2904 have the capability to request and approve 
transaction adjustments and abatements (tax, penalty, and interest abatements) in the MARS system 
without another user interacting with the transaction. MARS notifications are sent to 
supervisors/managers when an adjustment/abatement over $5000 is requested. However, 
supervisors/managers are not required to follow up on the notifications after receiving them. Based on 
test work performed on 35 transactions, we noted in three instances, or nine percent, transactions were 
requested and approved by the same individual and there were no notes in MARS to indicate whether 
other persons were aware of the adjustment/abatement transaction. 

Good internal controls require a supervisory review and approval of significant and unusual adjustments 
and abatements made to taxpayer trial balances. The review and approval should be performed in a 
timely manner and adequately documented with the date of the review and the person approving. 

Response: 

We agree. Tax return processing and corrective actions, required to properly administer tax returns, are 
important services the agency performs for the citizens of Mississippi. The quality of our work must be 
exceptional and the quantity of returns processed must be balanced to accomplish our mission without 
adding administrative requirements that contribute to inefficiency. 

Corrective Action: 

MARS generated notifications for return change adjustments over the DOR threshold enhance oversight 
capability. Managers are instructed and agency policy states managers should place an approval note on 
the taxpayer account for significant and unusual adjustments/abatements. To support timely action by 
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managers, a report has already been developed to list notifications that have not been viewed by user. 
Additional notifications for return change adjustments must be created in the system and a programming 
request for those notifications has already been made. That request will be moved to a higher priority as 
soon as possible. Executive staff has addressed the importance of documenting management review and 
approval whenever notifications for significant and unusual adjustments and abatements are made on 
taxpayer trial balances. 

Name: Jennifer Wentworth 
Date: 05/31/16 

Controls Over Statement and Billing Processes on Taxpayer Accounts Should Be Strengthened 

Finding number 2015-017: 

All MARS (Mississippi Automated Revenue System) user I D's have the ability to place stop indicators on 
MARS accounts without needing approval in the system from another user. Stop indicators can be created 
with an indefinite cease date, meaning the system will never automatically release the indicator. Agency 
policy states indicators without a specific end date will be routinely reviewed to ensure the indicator is 
valid and managers will document the review at least once each quarter. Upon inquiry, agency personnel 
did not perform a review of taxpayer accounts with stop indicators in place. 

Good internal controls require a supervisory review on taxpayer accounts in which billing and statement 
processes have been suspended, including, but not limited to, those with indefinite cease dates. The 
review and approval should be performed in a timely manner and documented in order that controls can 
be monitored. The agency should limit access to add stop indicators to accounts in MARS to employees 
who require this function in the course of their work. 

Response: 

We understand.the importance of good internal controls and we agree that supervisory review of taxpayer 
accounts in which billing and statement processes have been suspended is required to ensure effective 
administration of accounts. Of the 10,603 accounts with stop billing and/or stop statement indicators 
applied during FY 2015, 98% were required to discontinue mail to taxpayers for returned mail received 
due to incorrect addresses. The agency has an automated process that searches for a good address. If a 
good address is found, the stop indicator is ceased. 

Corrective Action: 

The remaining 208 accounts with stop indicators applied will be reviewed by a manager during FY 2016 
and the practice will continue as an ongoing activity for DOR management. Managers will confirm that 
review of taxpayer accounts with suspended billing and statement processes are completed and 
documented according to agency policy. 

Name: DOR Associate Commissioners 
Date: June 30, 2016 
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GAAP Packet Supporting Schedules Should Be Completed In a Timely Manner 

Finding number 2015-018: 

The Mississippi Department of Revenue (DOR) prepares a schedule of Untransferred Tax Collections and 
Receivables as of fiscal year-end and provides the schedule annually to the Office of the State Treasurer 
in order for them to compile the GAAP packet for the treasury clearing fund 3917100000. Agency 
personnel did not perform a timely preparation of this schedule. These delays resulted in the 
comprehensive annual financial report (CAFR) not being published in accordance with state law. 

Procedures to ensure the timely completion and submission of GAAP packet supporting schedules related 
to treasury fund 3917100000 to the Office of the State Treasurer should be implemented to help ensure 
the CAFR and Single Audit Report are both published in accordance with state and federal law. 

Response: 

The schedule of Untransferred Tax Collections and Receivables was first submitted to the Treasury on 
November 25, 2015. Once the Treasury began their review of the schedule, they informed DOR about 
additional balances within the revenue types in the fund. These balances all needed to be researched and 
reconciled, and correcting entries had to be prepared by DOR. That process takes time, and DOR's 
Accounting personnel worked extra hours every week in order to complete their day-to-day work along 
with the reconciliation process. With the State's previous accounting system (SAAS), these types of entries 
were not needed. Moving to a new accounting system over the last year has been challenging, and the 
completion of the Untransferred Schedule was no exception. 

Corrective action: 

Mississippi Department of Revenue has implemented procedures to ensure timely completion and 
submission of GAAP packet supporting schedules. 

Name: Jennifer Wentworth 
Date: 2/22/16 

Agency Should Ensure Compliance With Federal Mandates For The Title and Motor Vehicle System 

Finding number: 2015-019 

The Title and Motor vehicle system currently being used by Mississippi Department of Revenue (MDOR) 
is out of compliance with federal mandates concerning the federal Anti-Car Theft Act of 1992 (ACT). This 
act calls for states to be able to provide information about vehicle ownership on a real time basis. The 
existing system cannot meet the mandate nor can it be enhanced or improved. Also outages of the system 
have occurred in the past and the system is subject to failure at any time. 

The MDOR should replace the title and motor vehicle system as soon as possible in order to avoid loss of 
services to the public, the delay of income to the state, counties, municipalities, and local school boards, 
and possible sanctions and fines from the federal government. 
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Response: 

We agree. 

Corrective Action: 

As of June 30, 2015 a Request for Proposal (RFP) was being developed, and the RFP was issued through 
ITS in October 2015. 

Name: Jennifer Wentworth 
Date: June 30, 2016 

Our staff is available to furnish any additional information requested or further details concerning this 
audit of our financial statements and the implementation of suggested changes. 

J ~o---------
J. Ed Morgan, 
Commissioner of Revenue 
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