














STATE OF MISSISSIPPI 
OFFICE OF THE STATE AUDITOR 

STACEY E. PICKERING 
AUDITOR 

March 6, 2014 

Single Audit Management Report 

Brent Christensen, Executive Director 
Mississippi Development Authority 
P.O. Box 849 
Jackson, Mississippi 39205 

Dear Mr. Christensen: 

Enclosed for your review are the other audit findings for the Mississippi Development Authority for 
Fiscal Year 2013. In these findings, the Auditor's Office recommends the Mississippi Development 
Authority: 

1. Strengthen controls over Reporting requirements; and 
2. Strengthen controls over Subrecipient Monitoring requirements. 

Please review the recommendations and submit a plan to implement them by March 28, 2014. The 
enclosed findings contain more information about our recommendations. 

During future engagements, we may review the fmdings in this management report to ensure procedures 
have been initiated to address these findings. 

The purpose of (hi report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of 
OMB Circular A-133. Accordingly this report is not suitable for any other purpose. However, this 
report is a matter of public record and its distribution is not limited. 

I hope you find our recommendations enable the Mississippi Development Authority to carry out its 
mission more efficiently. I appreciate the coop,eration and courtesy extended by the officials and 
employees of the Mississippi Development Authority throughout the audit. If you have any questions or 
need more information, please contact me. 

Sincerely' _ tJ ~ 
~J: 
Director, Department of Audit 

Enclosures 

POST OFFICE BOX 956' JACKSON, MISSISSIPPI 39205' (601) 576-2800 • FAX (601) 576-2650 
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SINGLE AUDIT FINDINGS 

In conjunction with our audit of federal assistance received by the State of Mississippi, the Office of the State 
Auditor has completed its audit of the State's major federal programs administered by the Mississippi 
Development Authority for the year ended June 30, 2013. The Office of the State Auditor's staff members 
participating in this engagement included Karlanne Coates, CPA, Amy Buller, CPA, Kristi Webb, Virginia 
Anderson, Katherine Landrum, CPA and Thomas Wirt, CPA. 

Our procedures and tests cannot and do not provide absolute assurance that all federal legal requirements have 
been met. In accordance with Section 7-7-211, Miss. Code Ann. (1972), the Office of the tate Auditor when 
deemed necessary, may conduct additional procedures and tests of transactions for this or other fj cal years to 
ensure compliance with legal requirements. 

Repol't on CompJjance for Each Major Federal Program 
We have audited the Mississippi Development Authority's compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and 
material effect on the federal programs selected for audit that are administered by the Mississippi Development 
Authority for the year ended June 30, 2013. 

Management's Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 

Auditor's Responsibility 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the Mississippi Development 
Authority s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumslances. However our audit does not provide a legal determination of the Mississippi 
Development Authority'.s compliance. 

Results of Compliance Audit Procedures 

The results of oLlr auditing procedures disclosed no instances of noncompliance that are required to be reported 
by OMB Circular A-133. However, we noted immaterial instances of noncompliance that we have reported on 
the attached docum.ent "Other Audit Findings," as items Oth-04 and Oth-05 

Internal Control over Compliance 

Management of the Mississippi Development Authority is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered the Mississippi Development Authority's 
internal control over compliance with the types of requirements that could have a direct and material effect on 
each major federal program to determine the auditing procedures that are appropriate in the circumstances for 
the purpose of expressing an opinion on compliance for each major federal program and to test and repOft on 
i11ternal controls over compliance in accordance with OMS Circular A-133, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of the Mississippi Development Authority's internal control over 
compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or 
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses. 

In addition, we noted other deficiencies in internal control over compliance that require the attention of 
management that we have reported on the attached document "Other Audit Findings" as items Oth-04 and Oth-
05. 
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OTHER AUDIT FINDINGS 

In planning and performing our audit of the federal awards received by the Mississippi Development Authority 
for the year ended June 30, 2013, we considered internal control over compliance with the requirements that 
could have a direct and material effect on the major federal programs. Matters which require the attention of 
management were noted. These matters which do not have a material effect on the agency's ability to 
administer major federal programs in accordance with applicable laws, regulations, or provisions of contracts 
or grant agreements involve control deficiencies and immaterial instances of noncompliance. 

CFDAIFinding 
Number 

14.228 

Oth-04 

Finding and Recommendation 

REPORTING 

Control Deficiency 
Immaterial Noncompliance 

Community Development Block Grant/State's Program 

Federal Award Number and Year: B-II-DC-28-0001; 2011 
B-12-DN-28-0001; 2012 

Controls Should Be Strengthened over Reporting Requirements 

Finding: 

The Code of Federal Regulations (24 CFR section 91.520) require 
jurisdictions that have an approved consolidated plan to submit a 
performance report in a form prescribed by U.S . Department of Housing 
and Urban Development (HUD), on the progress made in carrying out its 
action plan for each fiscal year's allocation. The Consolidated Annual 
Performance and Eva luation Report (CAPER) is HUD's prescribed 
method for the Mississippi Development Authority (MDA) to report 
annually on the performance of its programs with specific descriptions of 
the use of funds from each appropriation, including all active 
Community Development Block Grant (CDBG) program grants. MDA 
reports actual amounts expended for each active program grant. During 
testwork performed on the CAPER we exam ined three (20 10, 2011 and 
2012) of the eight active program years (2005-20]2) reported for the 
CDBG program. We noted the following problems. 

• For CDBG Program Year 2011, "Amount Drawn down for State 
Administration", Part I under (1) "Financial Status" - line item 
E, was understated by $13,359. 

• For CDBG Program Year 2012 'Program Income" and 
"Amount Obligated to Recipients', Part I under (1) "Financial 
Status" - line item (2) under (A) "Total Fund' and line item B, 
respectively, were understated by $1,301,919. 
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14.228 

Oth-05 

Good internal controls require procedures to be in place to ensure 
amounts reported to HUD on the CAPER are complete and accurate. As 
a result of these errors the CAPER ubmitted to HUD was not accurate. 
The agency subsequently submitted a corrected report. 

Recommendation: 

We recommend the Mississippi Development Authority strengthen 
controls to ensure the accuracy and completeness of the annual 
Consolidated Annual Performance and Evaluation Report submitted to 
the U.S. Department of Housing and Urban Development. 

SUBRECIPIENT MONITORING 

Control Deficiency 
Immaterial Noncompliance 

Community Development Block Grant/State's Program 

Federal Award Number and Year: B-I0-DC-28-0001; 2010 

Controls Should Be Strengthened over Subrecipient Monitoring 
Requirements 

Finding: 

The Code of Federal Regulations (.29 CFR Section 99.400(d)(4)) 
requires a pass-through entity to ensure subrecipients expending 
$500,000 or more in Federal awards during the subrecipienCs fiscal year 
have met the audit requirements of the OMS Circu lar A-J33. The 
Mississippi Development Authority (MDA) ensure its subrecipients of 
federa l grant awards meet this requirement by reviewing the 
ubrecipient's annual A-133 audit or by approving an exemption status 

by reviewing a completed Fund Certification Form (FCF). 
Subrecipients' expenditures of federal grant monies for the fiscal year are 
compiled by MDA using a financial tracking preadsheet. This tracking 
spreadsheet is used to populate the audit log spreadsheet that MDA uses 
to track the current audit status of all subrecipients. During our testwork, 
we noted four instances, out of 63 subrecipients reviewed, in which 
MDA did not accurately track the status of a subrecipient's A-133 audit 
report or exemption. The instances are listed below. 

• One instance was noted in which a subrecipient was erroneously 
excluded from the audit log as receiving CDBG funds for the 
fiscal year audited. Therefore, no A-133 Audit or FCF was 
received. 

• One instance was noted in which an audit was misfiled and was 
mistakenly cleared on the audit log without a review being 
performed on the audit. The audit received was not an A-133 
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audit and no FCF was received. 

• One instance was noted in which MDA did not begin tracking 
the audit status of the subrecipient until ten months following the 
due date of the audit or FCF. 

• One instance was noted in which the agency failed to properly 
follow-up with a past due letter when the A-133 audit or FCF 
was not received timely. The audit was received nine months 
following the due date. 

The four errors resulted in the agency not following up, or not following 
up timely, to ensure the subrecipients submitted an A-133 Iludit report or 
an exemption. Failure to accurately and timely track the status of a 
subrecipient's A-133 audit or exemption could result in noncompliance 
with federal regulations and could also result in MDA funding a 
subrecipient that did not comply with federal regulations. 

Recommendation: 

We recommend the Mississippi Development Authority strengthen 
controls over subrecipient monitoring to ensure the agency accurately 
tracks and follows lip timely on the status of each subrecipient to 
determine if the subrecipient is required to have an OMB Circular A-I33 
audit or is exempt from having an OMB Circular A-133 audit. 

End of Report 
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