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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. The shipyard is currently leased by
Northrop Grumman Ship Systems (NGSS).

The purpose of the project
is to modernize and expand
the State-owned shipyard
—which is currently leased
by Northrop Grumman—
and to increase NGSS’s
ability to compete for
federal government ship
construction contracts.

As a result, the “2003 State
Shipyard Improvement
Fund” was created to fund
this project. Under the
legislation, any dollars
remaining at the end of each fiscal year do not lapse into
the State’s general fund. Interest earned or investment
earnings will be deposited into the fund rather than into
the Treasury.

MDA actually bids and pays directly for construction
and equipment for this project, rather than reimbursing
NGSS. They work with NGSS to make this process
work. MDA has disbursed approximately $21 million
and have another $15 million encumbered at the time
this brief was completed. They also currently have a
project out for bid budgeted at approximately $10
million and are working on the contracts to purchase $26
million of panel line equipment.

Further, the Legislature included a sunset provision on
the use of these bond proceeds. Monies deposited into
this fund must be used within four years of the deposit
date. Mississippi Development Authority (MDA) will
report any balance remaining at the end of this period to
the State Bond Commission. The Commission certifies
whether the project has been completed, should be
abandoned, or cannot be completed in a timely fashion.

At that time, monies remaining in the fund shall be used
to pay debt service on the bonds.

During a recent site visit to the
shipyard, NGSS project
managers indicated that Phase I,
the Pascagoula West Bay
Expansion has been completed
and has been operational for
several months.

To date, the Legislature has
authorized $100 million in bonds
to assist NGSS with project
completion.  Because of the
nature of the components that
must be purchased and the time
frames to get them, only $60
million of bonds have actually
been sold (and that is still in the
process of being spent).

The remaining $40 million was just authorized in the
November 2004 special session. The Bond Commission
is being requested to sell $20 million of that $40 million
in July 2005, so NGSS can proceed with the next round
of expansions. Additionally, it should be noted that
NGSS has matched State funds with a total of $193
million.

Under the Memorandum of Understanding (MOU),
NGSS must fulfill its job creation requirements by
December 31, 2007. Expansion managers for NGSS
certify that they have already exceeded the commitment
of 667 new jobs. They estimate that 13,000 of NGSS’s
17,000 employees are Mississippi residents, with over
84% coming from Jackson and Harrison Counties.

Because NGSS may fulfill its requirements before 2007,
the Office of the State Auditor (OSA) and MDA will
verify these additional jobs when requested by NGSS.
However, verification of job requirements will continue
annually throughout the duration of the project and the
life of the bonds.
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MDA has the management responsibility for the use
of bond funds for this project. In order to efficiently
and effectively complete these projects, there must be
a significant investment by the State, both directly and
indirectly. This increases the need for MDA to
contract with experts for advice as the project
progresses, such as project managers and independent
engineers.

MDA may be reimbursed up to $300,000 from bond
proceeds for costs associated with providing
assistance related to the project.

In addition, NGSS has solicited assistance from
community colleges throughout Mississippi with
outreach events. Between the months of March and
December 2004, NGSS hosted 15 outreach programs
in which 682 vendors participated. The purpose of
these events was to enlarge the supplier base and
utilize more Mississippi businesses at their facilities.
Vendors were requested to submit applications
outlining the various goods and services provided. As
of this writing 19 applications have been returned and
more than $109,538,736 has been spent in
Mississippi.

These events will continue to provide NGSS an
occasion to explain opportunities available for
business with NGSS and criteria for becoming a
qualified supplier. This solicitation for assistance will
improve NGSS’ commitment to identifying any

qualified businesses it can include when developing
bid lists. NGSS continues to explore opportunities to
educate businesses about benefits of becoming a
supplier.

The Office of the State Auditor (OSA) is monitoring
this project to assure that NGSS is functioning in
compliance with agreement terms. In the absence of
such monitoring there would be no independent State
assessment of MDA'’s internal controls and NGSS’s
contractual compliance. Funds from bond proceeds,
not to exceed $100,000.00, may be used to reimburse
reasonable, actual and necessary costs incurred in
providing services related NGSS’ expansion
throughout the entire life of these bonds and this
project. Through its Bond Monitoring Program, OSA
makes periodic site visits and stays in continual
contact with NGSS expansion managers. This
exchange of information helps to ensure success for
both NGSS and the State of Mississippi.
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