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Governor Haley Barbour

Lt. Governor Amy Tuck

Senator Jack Gordon, Chairman of Senate Appropriations

Senator Tommy Robertson, Finance Committee

Representative Billy McCoy, Speaker of the House

Representative Johnny Stringer, Chairman of House Appropriations
Representative Percy Watson, Chairman House Ways & Means Committee
Mr. Leland Speed, Executive Director, Miss. Development Authority

Dear Sir/Madam:

Part of the monitoring effort by the Auditor’s Office is the review of expenditures
incurred by the Mississippi Development Authority (MDA) on behalf of the Nissan project.
In a report dated February 11, 2003, the OSA reviewed and tested the policies and procedures
in place to assure compliance with the goals of the project. In that report, we indicated that
MDA had adequate internal controls in place to accurately account for all material
expenditures.

This report is a follow up to the February 11, 2003 report on compliance with the
policies and procedures in place for assuring the expenditures met the goals of the project.
Based on our tests of expenditures through December 22, 2004, MDA and Nissan remain in
substantial compliance of all established standards.

MDA is to be commended for the manner in which they have accounted for these
funds. They developed a plan of action and put that plan in place immediately. Should you
have any questions, feel free to contact me at 601-576-2641.

Sincerely,

Phil Bryant
State Auditor
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I Introduction

Purpose and Scope

House Bill 1, 2002 1* Extraordinary Session of the Mississippi Legislature, established a
requirement for the Office of the State Auditor to maintain an accounting of the costs
associated with the Nissan Automobile Manufacturing Facility (Nissan Project).

In meeting these requirements, the Office of the State Auditor (OSA) and the Mississippi
Development Authority (MDA) jointly agreed upon a series of procedures to be applied to
the accounting and financial records of the Nissan Project, as it has been administered by the
Mississippi Major Economic Impact Authority (MMEIA).

The OSA determined the following procedures would be applied to MDA records and would
accomplish the requirements of House Bill 1:

* Summarize and review costs budgeted for training and related facilities;
including Mississippi Development Authority’s plans to utilize Mississippi
community and senior colleges.

* Review MDA'’s policies and procedures for awarding construction contracts
and contract monitoring, including procedures related to verification of
completed and stored work.

» Assess the financial integrity of the special purpose entity (Trust) created by
Nissan North America, Inc., for the purpose of completing transactions
related to this project.

* Review and assess MDA’s policies and procedures in place to ensure
contractual compliance with the provisions established by the memorandum

of understanding and applicable Mississippi statutes.

* Review risks associated with the construction warranties required by Nissan
and evaluate any efforts MDA has made to protect the state from liability.

» Utilize assistance of professionals to evaluate the effects of this project on
other related businesses.

* Review other expenses for reasonableness.
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I 2004 MDA Contracts for the Nissan Automobile Manufacturing Facilig

RECAP OF NISSAN CONTRACTS [ GRANTS

Contractor Name Contract Term Amount Description
Temp. administrative assistant for project
Ahlest Staffing Services 2I2T01-6/30/03 $23524  director.
Drocument and assist with project
scheduling, service coordination,
ATA Management & Techmcal operations RFP and other water
Services, Inc. 10/ 27035-6/30/04 $275.000 transmission hne activibes.
Miszan industnal wastewater treatment
American Tank & Vessel (ATV)  4/29/02-11/12/02 $1,089.900  (IWT) process tanks ; 2 change orders,
Traffic signals on Missan Drive at new
B&E Electrical and Utility Fagsdale Foad and Old Jackson Road (at
Contractors, Inc. sI5/04-1/10/05 $243467  Church Ed) in Madison.
Eelocate telephone hines along Old
Jackson Foad at the intersection of Old
Bell South - Atlanta 12721401 - 1/31/02 22,689  Jackson Road and Missan Drive Ext.
Eelocate telephone hines along Old
Jackson Foad starting from Church Road
Bell South - Atlanta 12721401 - 1/31/02 $70,652  to Cloverleaf Drive.

Burns Cooley Dennis, Inc. 301-3/23/01

Geotechmcal mvestigation of earthwork
$353.977  areas.

Burns Cooley Dennis, Inc. 41301 -report

Engineering and momtoring of earthwork
$1,297990  const.

Geotechmcal mvestigation of future

Burns Cooley Dennis, Inc. Upon exec-11/11/02 $55,667  Cluckstadt I-55 Interchange.

Orwrerall project director. $159K FY01,
Camup & Associates, Inc. 2/1/01-6/30/03 $913.000  $377E FY0Z, $377E FYO3.
Canup & Associates, Inc. T03-12/31/04 $561,000  Crwverall project director.
Capitol Drywall Supply [Kenneth Iinority business subcontractor
O'Qutn] 10/17/02-12/13/2002 PL6,7A2  negotiation and coordination.

Civil Tech, Inc. 2(8/01-2/1/02

Engineering mgt. related to ubilities

$234,000  construction.
h Engineering mgt. related to ubilities

C1vil Tech, Inc. 204/02-12131/04 $496.400  construction.

Construction of 30" water transrrission
Control Systems, Inc. 3F26/04-8/16/04 PLAZ831  lne SCADA control system. Contract #6.
Cooke Douglas Farr Lemons,
Arch & Eng. 11/26/01 -completion $3s0000  Architects for Canton CAVE facility,
Diale and Associates [architects],
joint wenture with McElroy, Ward Architect services for Miszan on-site
&= Assoc. 40472002 1/31/04 Fr52.588  traming facility.

Consulting related to 20%% munorty
Denotee Martin Contractors 3F23701-9/30/01 $165240  participation.
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RECAP OF NISSAN CONTRACTS / GRANTS

Contractor Name Contract Term Amount Description

Feroute an exsting zas line on the project
Entnark Energy, Inc. 1227000-3/1/01 $1,500,000  site.

Felocate utility lines at 5t. Route 22 to [-
Entercy Distribution &113/01-9/30/02 $16,397 55

Eelocate utility lines at Old Jaclkson Road
Entergy Distribution &/8f01-9/30/02 $85,242  and MNissan Ply.

[rutial site development - Fhase A site
Eutaw Construction Ca. 1/19/01-2/28/01 $2,377. 798 preparation.

Irutial earthwork - Phase B site
Eutaw Construction Ca. 1/31/01-4/1/01 $8, 716,802  preparation.

Fail facihty earthwork - Phaze D site
Eutaw Construction Ca. Fr01-10/9/01 $2, 778,089  preparation.

Storm water detention basin - Missan
Eutaw Construction Ca. 4/2003-7/31/03 $521,994  facility.

Construct a 30" water transmission line

from Gluckstadt Road to Church Road.
Eutaw Construction Ca. 11/13/03-77/9/04 F1,532.737  Contract #5.
Foil-Wyatt, Architects &
Engineers, P4 11/26/01 -completion $400,000  Architects for Starloalle CAVS faciity

Bi-weekly photography of Missan plant
il Ford Photography 12f16/02--6/30/03 $9.500  progression.
Gore, Kipatrick, Purdie, Metz & Various legal/other serwices for the
Adeock FHA02-12/31/04 $340,500  project.

Various legal/other serwices for the

project. $1,627447 F¥01, 1,146,291
Harris, Geno & Dunbar LLA700-6/30/03 F2.954 238 FYO02, $180,500 FY03.

Construction of 30" water transtnission

line from CO.B. Curtis to Rice Road.
Hemphill Construction Comparny H14/03-8/15/04 $1,977722  Contract #1.

Second earthwork contract - Phaze C site
Hill-Wallace a Jomt Venture 20H01-3/30/01 $24 870,676 preparation.

Construction of CAVE research complesx
I 4 Moss Construction Company  11/1/02-10/29/03 4105579 in Canton.

Mizsan mdustrial wastewater treatment

{IWT) huldings, foundations and

contamment structures. Amended to

reduce by $35,155, add by $171,217,
Ilalouf Construction Co. 4/1/02-12/31/03 $2.964 487 3189285 & $33,140.

Mizsan industrial wastewater treatment

{IWT) process system. Armended to add

painting and coating work on the process

tanles. [6.5% owerhead and 5% profit up
Ilalouf Construction Co. 4/29/02-4/21/03 $6,300,000  to $4.620; no profit over this armount. ]
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RECAP OF NISSAN CONTRACTS / GRANTS

Contractor Name

Contract Term

Amount Note

Description

Mendrop Wages, LLC [engineers]

1/1/01-6/30/05

F1.754,867

Overall project engineer. §158,760
FY01; §437, 907 FY02; $551,600
FY03; $256,600 FY04; $350,000
F¥o0s.

Worris Service Group, Inc.

12/7101-1/31/04

§87.775 2

Minority business participation monitorin

HMeel-Zhaffer, Inc. [engmeers]

H15/2002-12/531/2005

F620,258

Engimeermg and study for possible new
mterchange on I-35 i Madizen
County. Install two traffic signals on
Migzan Drive.

Meel-Zhaffer, Inc. [engmeers]

BI12002-12/31/2005

§1,992 657

Engineering and study for water
transmizsion line in Madison County.
Amended to merease study, plus add

design/o-sight.

Partridge Zibley Industrial Sernces, Inc.

10/22/02-3/11/03

§368,299

Construct access roead for Center For
Adwvanced Vehicular Systems in
Canton, IS,

Pearl Biver Valley Water Supply District

42604-4728/24

F108,000 per yr.line in Madison.

Operations and mamntenance services
for the 30" potable water transrmizsion

P & Lssociates [engineers]

10/31/2001-5/31/05

Fleeszhn 2

Engineermg for Canton industrial
wastewater treatment facility. Amended
to add Phase T TWT setwices.

E.osemont Memoenal Gardens FParl:

2401-10/3/01

£55.000

Eemove 50+ graves from abandoned
woodland cemetery.

Southern REocle, LLOC

10/15/03-1/10/04

F270,238

Construction of South Connector Eoad
cul-de-sac.

Southern Bocle, LLC

10/16/03-2/30/04

$655 890

Construction of West Connector Foad
and drainage.

Systems Consultants Assoc.

1/21/01-6/30/01

$50,000

Whnorty business consulling and
tnohitoring,

TTtility Constructors, Ine.

S/15/03-6/13/04

§2,839,035

Construct a 30" water transtmission line

from Fice Boad to MWississippt Huy 63
Contract #2.

Tttty Constructors, Inc.

11/21/03-12/30/04

§1,304 698

Construct a 30" water transtmssion ne
from Madizon City limits to Gluckstadt
Foad Contract #4.

Tttty Constructors, Inc.

11724-03-3/7/04

$693,333

Construct a 30" water transmission line
from Missizsippt Hwy 63 to Madison
city limits. Contract #3.
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RECAP OF NISS5AN CONTRACTS / GRANTS

Contractor Mame Contract Term Amount Note Description
WG Yates & Sons Const. 12501711102 750,000 2 Owerall project construction manager.
WG Yates & Sons Const. 123/01-711/02 F466,000 Eeimbursements
WG Yates & Sons Const. 1/23/01-71/02 $1,200, 000 Staffing
Construction of the Missan on-site
WG Yates & Sons Const. 10/21/02-8/30/03 $7,158,524 traming faciity.
Engineering, design, bidding,
construction of surface water
Waggoner Engineering, Inc. 11/25/02-- Fa84,510 transmission line.
WELTE (Waggoner Eng /M eel-Shaffer) 12/29/00- £1,125557 | 1 |Design phase of the site preparation.
Construction of CAWVS research
West Brothers Construction, Inc. 11/8/02-10/11/04 £7.784 71 complex at Starloville,
Engineering for State West Connector
Eoad (from Missan Parkeway to Soldier
“Williford, Gearhart & Enight [engineers] TIA2003-714/2004 F158.775 Colony Eoad).
TOTAL $100,860,924

! - Ifother services stated in the contract are requested of the contracior, thic amount may he higher

2 - This amount doess not includs cost reimbursemenis, which are noi bnowan ai this iime.




MI551551PPI OFFICE OF THE STATE AUDITOR

MS Major Economic Impact Authority Nissan Project
Budget vs. Expenditures as of 12/24/2004

MS MAJOR ECONOMIC IMPACT AUTHORITY
Mizsan Project
Budget vs. Expenditures as of 12-24.04
Project Projected Project to-date Remaining
& otivity Budget Expenditures Budget
Aite Preparation:
Construction Jite $37,145,067 00 $34911,62334 $2,233 443 A
Access Hoads 17,949 21300 17,932,043 28 17,769 02
Rail Lines 10,700,000,00 10,445 465 71 25453420
Wiater & Sewer ST 02525000 32,464 331 53 4 560,928 47
Fire Station 1,001,573.00 1,001,573.25 (0.25)
Matural Gras Line Imp. 4,497 704,00 4 345 203 27 151,901 .73
Property Acoguisition 36,207.315.00 36,171,415 59 35,800 4]
Transportation Related Grants 27,000,000 00 27,000,000 00 e
Scholarship Grant 1,000,000.00 1,000,000.00 -
& dvertising/Public Relations 5,000,000.00 361123717 1,328 762 23
Huinan Resources:
Recraitment & Employment 14, 500,000.00 TO09 57533 2,500 424 &7
Training T 5,000,000.00 20,950 307 74 (5,959 397 74
Facilities & Equiptment 12,000,000.00 12071, 587 08 (7158702
University Suppott 28,490,000,00 25,715,021 61 2774978 30
Froject A dmindstration 3,725,000.00 2066 20613 T5E,103 87
hlizcellaneous {i) 3,570,776.00 3,100,430.40 470,345 60
Budget Contingency r{?_,] 6,687, 502,00 Q.00 6,687, 502.00
TOTAL - Btate Bond Funds * $363,500,000.00 $341,606391.13 $21 893 608 87
ED& grant for POTW $1,900,000 00 $1,900,000 00 -
Access Roads (Fed. Funds) 41,600,000.00 24,600,000.00 17,000,000.00
&ccess Roads (Cty. Funds) 20,000,000.00 20,000,000.00 -
TOTAL - A1 Funds $427.,000,000.00 $388.106.391.13 $38 893 608 87
# Wote: Short-term notes in the amount of $50,000,000 wrere ismed on Decerber 1, 2000; $25,000,000 sarere ismed on
March 16, 2001, 70,000,000 wers isaed on March 14, 2002; and $20,000,000 vwere issied on December 19, 2002,
COn Hovemher 23, 2003, $363,500,000 of General Ohlization Bonds were ismed to provide the remaining fiands for
the project and conwert shovt-term borrowdngs to bonds. The cost of issaance ($1,555,543.19) for each of these
1smances 15 reflected mn the miscellaneons expenditore cobimn. Budget 15 sabject to change pursant to project
requirerents.
(117 The line item 15 comprised of Federal Trade Zone, MDA Eeimburserment, Comrnercial Serrice Marketing, and Minorntsy
Business Enterprise (MEBE) support.
(21 The project team is holding contingency funds to manage potential nisks of cost overrans, Thos rmamber represents the
amcount required to balance the budget authorzation and may wary in actual application.

Prepared by the Mississippi Development Authority
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Review of MDA'’s Procedures for Expenditures
and Employment Verification

The enabling legislation for the Nissan Project, HB 1, 2000 Third Extraordinary Session,
allowed for the project to be exempt from the bid laws under certain circumstances.
However, MDA put in place and to a large degree procedures which required the bidding of
various components of the project.

Expenditure and Contract Review

As part of the report dated February 18, 2003, the OSA reviewed the policies and procedures
in place to account for the funds expended on this project. In that report we disclosed that
MDA has established policies and procedures which would reduce the risk of funds being
misspent.

Our follow-up to this area indicated that through the date of the report period, our tests
indicated the policies and procedures established by MDA at the inception of the project
were still being followed.

Employment Verification

The Memorandum of Understanding (MOU) between the State and Nissan required Nissan to
have new direct hires of 4,000 and 5,300 on December 31, 2003 and 2004 respectively.

For December 31, 2003, Nissan certified to the State that it met the requirement of 4,000 new
direct hires. In a separate report in April, 2004, the OSA performed tests to verify this
certification and based on our tests, it was determined that Nissan had met the requirement of
4,000 new direct hires by having 4,454.

After Nissan’s December 31, 2004 deadline, OSA will verify that Nissan has met its
requirement of having 5,300 new direct hires as of that date. The results of this test will be
released in a report no later than April, 2005.

MDA Response to Responsibilities

The accounting and financial staff at MDA has responded well to the responsibilities they
were given on the Nissan Project. They very quickly devised the procedures that were
necessary to adequately account for a project that is unique to Mississippi, and continue to
effectively carryout their responsibilities in compliance with the provisions established by the
memorandum of understanding (MOU).
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