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STATE OF MISSISSIPPI 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
PART 1 – SUMMARY OF AUDITOR’S RESULTS 

 
Financial Statements 
Type of auditor’s report issued:              Unmodified 
Internal control over financial reporting: 

• Material weaknesses identified?    X    yes ___  no 
 

• Significant deficiencies identified?     X   yes ___  none reported 

Noncompliance material to financial  
 statements noted?       X   yes ___  no 
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April 21, 2017 

 

Honorable Phil Bryant, Governor   Ms. Laura Jackson, Executive Director 

State of Mississippi     Department of Finance and Administration 

P.O. Box 139      501 North West Street 

Jackson, Mississippi 39205    Suite 1301, Woolfolk Building 

       Jackson, Mississippi 39201 

 

Ladies and Gentlemen, 

 

The Office of the State Auditor has recently completed the Independent Auditor’s Report on 

Internal Control over Financial Reporting and on Compliance and Other Matters Based on an 

Audit of Financial Statements Performed in Accordance with Government Auditing Standards 

for the year ended June 30, 2016.  This report, which provides information on controls and 

compliance by the state agencies as reported in the State of Mississippi’s Comprehensive Annual 

Financial Report, contains information on material weaknesses, significant deficiencies and 

instances of noncompliance which were considered to be material to the State of Mississippi.  

This report also includes appropriate recommendations for correction of these findings, as well 

as the agency’s responses to the findings and the intended corrective actions. 

 

Copies of this report will be available through the State Auditor’s Office web site on the Internet 

at http://www.osa.state.ms.us.  Should you have any questions, please feel free to contact 

Stephanie Palmertree, CPA, CGMA, at (601) 576-2606. 

 

Sincerely, 

 

 
 

Stacey E. Pickering 

State Auditor 

 

enclosures 

 
 

STATE OF MISSISSIPPI 

OFFICE OF THE STATE AUDITOR 

STACEY E. PICKERING 

AUDITOR 

 

http://www.osa.state.ms.us/


STATE OF MISSISSIPPI 
 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 

PART 2 – FINANCIAL STATEMENT FINDINGS 
 
Finding Number     Finding and Recommendation__________________________________ 
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DEPARTMENT OF CORRECTIONS 
 

MATERIAL WEAKNESSES 
 
2016-021 Controls Over the Review of Estimated Utilization of Compensatory Time 

Should Be Strengthened. 
 

Repeat Finding No 
 
Criteria Management is responsible for establishing and maintaining effective internal 

control over financial reporting. Internal controls should allow management or 
employees in the normal course of performing their assigned functions to prevent 
or detect material misstatements in the financial reporting of all funds. 

 
Condition MDOC did not have procedures in place for detailed review and approval of the 

calculation spreadsheet for the estimated utilization of the compensatory time 
portion of accrued compensated absences. 

 
Cause MDOC’s designed internal control procedures for identifying and recording of 

accrued compensated absences did not contain a sufficient detail review process 
to identify the formula/spreadsheet errors. 

 
Effect As a result, an audit entry was proposed to correct the impact of three 

formula/spreadsheet errors. 
 
Recommendation MDOC should implement a process, whereas all accrued compensated absences 

calculations are subject to detailed review and approval. 
 
Views of Responsible 
Officials The agency concurs with this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 51. 
 
2016-022 Controls Over the Recording of Appropriations Should Be Strengthened. 

 
Repeat Finding No 
 
Criteria Management is responsible for establishing and maintaining effective internal 

control over financial reporting. Internal controls should allow management or 
employees in the normal course of performing their assigned functions to prevent 
or detect material misstatements in the financial reporting of all funds. 
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Condition In 2015, MDOC recorded appropriations based on the budgeted appropriations 

for each fund. However, subsequent to the preparation of MDOC’s financial 
records (GAAP Packages) and subsequent to the issuance of the 2015 audit, the 
Mississippi Department of Finance & Administration (DFA) determined that 
actual appropriations should not have been based on budget but on the actual 
amount of appropriations that would be allocated to each fund. The actual 
appropriations amount is calculated and provided by the DFA. 

 
Cause The timing of the actual appropriations entry, as posted by DFA, was not made 

until after the submission of MDOC’s GAAP Packages and the issuance of the 
2015 audit. The actual appropriations to be applied to MDOC were unknown 
until that time. 

 
Effect A restatement of beginning fund balance was required to correct the recorded 

2015 appropriations. 
 
Recommendation MDOC should implement a process, whereby DFA provides the actual 

appropriations amount to MDOC before the closeout of either the GAAP 
Package process or the issuance of the annual audit. 

 
Views of Responsible 
Officials The agency concurs with this finding, however acknowledges the agencies 

dependency on the Mississippi Department of Finance and Administration (DFA) 
for providing supporting information. 

  
 NOTE:  See Management’s Response and Corrective Action Plan on page 51. 
 
2016-023 Controls Over the Cutoff of Contract Payments for Regional Prison, Private 

Prison, and Medical Contractual Services Should Be Strengthened. 
 

Repeat Finding No 
 
Criteria Management is responsible for establishing and maintaining effective internal 

control over financial reporting. Internal controls should allow management or 
employees in the normal course of performing their assigned functions to prevent 
or detect material misstatements in the financial reporting of all funds. 

 
Condition Historically, MDOC has recognized contract payments for private prisons, 

regional prisons and medical contracts one month in arrears due to the timing of 
the contract invoices. During 2016, MDOC determined that appropriate GAAP 
was to record these contract payments on the modified accrual basis and 
recognize the expenditures at the time liabilities are incurred, which is the time 
the contract services are rendered. 

 
Cause MDOC’s designed accounting policies and procedures did not allow for these 

contract payments to be applied to the appropriate period in accordance with the 
modified accrual basis of accounting. 
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Effect A restatement of beginning fund balance was required to correct the cutoff of 
contract payments in the private prison, regional prison and medical fund. 

 
Recommendation Management should implement a process, whereby invoices for contract 

payments are recorded in the period in which the services are rendered in 
accordance with the modified accrual basis of accounting. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 51. 
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DEPARTMENT OF EDUCATION 
 

MATERIAL WEAKNESSES 
 
2016-035 Management overrode internal controls and procedures and charged unallowed 

costs to the Title I program. 
 

Repeat Finding No 
 
Criteria Internal control procedures affect an agency’s ability to process financial 

transactions that are authorized and accurate. MDE must establish and maintain 
effective internal control over financial reporting to provide reasonable assurance 
that financial reports are accurate and supported. 

 
Condition Unknown 
 
Cause Controls were overrode by Management. 
 
Effect Unallowed program expenditures were charged to the Title I program and drawn 

from USDE. MDE is required to pay restitution to USDE which affects available 
general funds. 

 
Recommendation MDE should review and enhance current procedures to avoid a reoccurrence.  

The procedural updates should (at a minimum) provide a protocol for the Office 
of Accounting in regards to making changes to approved payment requests 
(MAGIC internal order, payee, dollar amount, etc...). If a change is required the 
Office of Accounting should return/reject-electronic the request.  The 
Department should make the proper changes, obtain approvals and resubmit to 
the Office of Accounting. If the Office of Accounting is unable to process the 
request due to unavailable program funds, the resubmitted request should be (at a 
minimum) reviewed and approved by the Director – Office of Accounting, the 
Chief Operations Officer and the applicable Executive Director. 
 
MDE should require federally supported programs to reconcile expenditures, 
cash receipt and available funds on a monthly basis (no later than quarterly) to 
identify errors and potential financial problems in a timely manner.  Evidence of 
the review and conclusions reached should be documented and readily available. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 53. 
 
2016-036 The Office of Accounting internal controls and procedures over review and 

reconciling MDE’s general ledger account did not detect materially misstated 
account balances. 
 

Repeat Finding No 
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Criteria Internal control procedures affect an agency’s ability to process financial 

transactions that are authorized and accurate. MDE must establish and maintain 
effective internal control over financial reporting to provide reasonable assurance 
that financial reports are accurate and supported. 

 
Condition The GAAP package for fund 5320100000 prepared by the Office of Accounting 

and submitted to the Department of Finance and Administration (DFA) was 
materially misstated; which were not detected by the Office of Accounting. The 
year-end account balance for cash, due from federal government, accounts 
payable and due to other state governments were materially misstated. The Office 
of Accounting prepared the GAAP package based on financial information 
reported in the statewide general ledger (Mississippi Accountability System for 
Government Information and Collaboration (MAGIC)). However, the account 
detail contained material errors such as cleared due from federal government and 
accounts payable transactions, double counted expenditures and incorrect cash 
balance. The Office of Accounting notify DFA or the auditors of the errors. 
Furthermore, MDE’s review, approval and maintenance of documentation for 
year–end accruals posted by DFA were not evident and/or readily available. 

 
Cause The Office of Accounting does not have procedures for reviewing and 

reconciling the Department’s general ledger and account detail throughout the 
year or at year end. 

 
Effect The account balance for grant receivable (due from federal government) was 

overstated by $35,278,955 which was received and processed by the State 
Treasurer and DFA in March 2016. The cash receipt was posted to the incorrect 
fund; therefore, fund 5320100000 receivable and cash account balances were 
incorrect. 

 
The accounts payable balance was overstated by $1,674,754 due to outstanding 
vendor payments that were cleared prior to 6/30/2016 but were not removed from 
the account detail. 
 
The account balance for due to other government was overstated by $36,828,134 
because the year-end accrual for FY 2015 was not reversed at the beginning of 
FY 2016. Therefore, the related fund expenditures for FY 2015 were included in 
the FY 2016 expenditure total. 

 
Recommendation MDE should develop and implement procedures for reviewing the general 

account balance detail. All transactions recorded by DFA should be reviewed, 
supported and agreed to by MDE. MDE should notify DFA of errors within the 
account detail. While DFA is responsible for posting year-end accruals and 
entity-wide journal entries for state-wide reporting purposes, MDE’s (and all 
state departments) general ledger account balances are the Department’s 
responsibility. 

 
 



STATE OF MISSISSIPPI 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
PART 2 – Financial Statement Findings (continued)  
 
 

17 
 

Views of Responsible 
Officials The agency concurs with this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 54. 
 
2016-037 Procedures over accounting for grants should be strengthened in order to 

accurately present grant activity and the related grant receivable and unearned 
revenue account balances 
 

Repeat Finding No 
 
Criteria Internal control procedures affect an agency’s ability to process financial 

transactions that are authorized and accurate. MDE must establish and maintain 
effective internal control over financial reporting to provide reasonable assurance 
that financial reports are accurate and supported. 

 
Condition The account balance detail for grants receivable (due from federal government) 

and unearned revenue was not supported by the activity of individual grant. The 
Office of Accounting maintains the grant schedule which used to assist the Office 
of Accounting with determining the year–end grant receivable and related 
unearned revenue account balance. We selected grant receivable and unearned 
revenue transactions for testing and noted that the transaction may not reflect the 
year-end activity of an individual grant, but the activity of several grants within 
the specific federal program (Title I, Special Education Cluster, etc. Child 
Nutrition Cluster) or grants closed in prior years.  The schedule is maintained 
based on grant activity in MAGIC.   

 
For GAAP package reporting purposes, grants with excess cash receipts over 
expenditures was identified as unearned and grants with excess expenditures over 
cash receipts was identified as a receivable, which resulted in materially 
misstated grants receivable and unearned revenue account balances. In order to 
determine a reasonable grants receivable and unearned revenue  balance the 
total grant activity at the program level was used. 

 
Grant receivable and unearned revenue should be calculated at the individual 
grant award level order to accurately determine the grant receivable and unearned 
grant revenue balances at year end. 

 
Cause DFA instructed MDE to report the grant activity separately for each grant.  MDE 

did update the grant schedule accordingly; therefore, the GAAP package 
presentation did not reflect the accurate an account balance for due from federal 
government and unearned revenue. 

 
Effect The account receivable and unearned revenue account balances were overstated 

by $25,989,203. 
 

Recommendation We recommend that MDE continue to report new and future grant activity by 
each grant, and retroactively update grant activity in order to accurately reflect 
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the grant’s in MAGIC. Also until DFA accurately reflect the individual grant 
activity in MAGIC, a grant schedule should accurately reflect the grant activity 
of each grant and be reconciled to MAGIC. This will provide support for the 
year-end adjustment and reporting of the grants receivable and unearned revenue 
account balance. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 55. 
 
2016-045 MDE’s was not adequately prepared for the financial audit which resulted in 

untimely delays in the issuance of the financial statements of funds 5320100000 
and 4423000000. 
 

Repeat Finding Yes; Material Weakness Finding 2015-021 
 
Criteria Section 27-104-4, Miss. Code Ann. (1972) requires each state agency to prepare 

annual financial statements at such times as determined by the State Fiscal 
Officer. The State Fiscal Officer is required to combine the financial statements 
into a comprehensive annual financial report (CAFR) and provide it to the State 
Auditor for post-auditing. The law further requires the CAFR be published within 
six months after the June 30 close of the fiscal year 

 Internal control procedures affect an agency’s ability to process financial 
transactions that are authorized and accurate. MDE must establish and maintain 
effective internal control over financial reporting to provide reasonable assurance 
that financial reports are accurate and supported. 

 
Condition The Office of Accounting was not prepared for the audit on the agreed upon date 

between the external auditors and MDE. The original issuance date of the fund 
financial statements was December 31, 2016.  MDE did not meet this deadline. 

 
 In addition, the Office of Accounting was responsible for delays during the audit 

process.  As a result the financial statements were not issued until March 2017. 
   
Cause The Director of the Office of Accounting was the designated audit liaison for the 

Office of Accounting and did not delegate the responsibility to a staff who could 
dedicate more time and resources to assisting the auditors. Also, due to the Office 
of Accounting’s lack of review and reconciliation of MAGIC account balances, 
responses to auditor inquiries were not readily available. 

 
The first day of fieldwork was October 17, 2016. The final trial balance for fund 
5320100000 was provided October 27, 2016. Based on our review of the trial 
balance and account detail we provided the Office of Accounting a list 
documentation request list. On November 16, 2016, the Director of Accounting 
received a detailed list of all outstanding items. On November 28, 2016 and 
December 12, 2016 we followed up regarding the status of outstanding items. As 
of January 3, 2017, the outstanding items included documentation requested in 
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November 2016.  Furthermore, as documentation was received and reviewed 
additional auditor questions and requests may arise; MDE’s response to such 
requests were prolonged as well. 
 
Additionally, inadequate responses to the auditor inquiries caused additional 
delays. 
 

Effect The financial audits for funds 5320100000 and 4423000000 were not completed 
by intended deadline which affection the completion of the State’s CAFR. 
 

Recommendation We recommend MDE review its policies and procedures over the timing of the 
year end close out process. Part of these procedures should include the 
preparation of documentation needed to complete the audit of the financial 
statements such as account reconciliations, variance fluctuation explanations, 
etc.. We also recommend that MDE identify a member in Executive Leadership 
that would be responsible for overseeing the Office of Accounting regarding the 
office’s preparation and response to audit inquiries to ensure that MDE met the 
deadline for filing annual financial statements. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 56. 
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DEPARTMENT OF FINANCE AND ADMINISTRATION 
 

MATERIAL WEAKNESSES 
 
2016-008                    Segregation of Duties Conflicts Exist within the Mississippi Accountability 

System for Government Information and Collaboration 
 

Repeat Finding           Yes; 2015-029 Material Weakness Finding 
 

Criteria The Internal Control – Integrated Framework published by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO) specifies that a 
satisfactory control environment is only effective when control activities, such as 
proper segregation of duties, exist and are effective.  Proper segregation of duties 
is essential to minimizing the risk of fictious transactions and misstated financial 
position. 
 
Segregation of duties is the sharing of responsibilities within a key process and 
dispersing the critical functions of that process to more than one person or 
department.  At a minimum, the following functions are considered incompatible 
for proper segregation of duties: 
 

• Custody 
 

• Authorization or approval 
 

• Recording or reporting 
 
When proper segregation of duties is not practical, compensating controls, such 
as increased review and reconciliation, should be implemented to ensure proper 
internal control activities have been met.  Good internal controls require effective 
segregation of duties within MAGIC to ensure critical business functions are 
performed by separate individuals to prevent incompatible duties which may 
allow users to perpetuate and conceal errors or fraud in the normal course of 
duty. 
 
Additionally, the Access Control Portion of the Governance, Risk and 
Compliance (GRC) module within MAGIC, when fully implemented, can reduce 
the number of segregation of duties conflict inherent in the user access 
assignment process. 
 
The Corrective Action Plan submitted in the fiscal year 2015 audit of the 
Department of Finance and Administration (DFA) indicated that DFA personnel 
would require and certify that agencies had completed quarterly access reviews, 
and that the GRC Module would be fully implemented by June 2017. 
 

Condition During testwork performed for the fiscal year 2016, we noted the following prior 
year findings had not been corrected: 
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• GRC module was not implemented in fiscal year 2016. 
 

• Agencies did not certify annually that they had completed user access 
reviews quarterly. 

 
• DFA did not review or verify that agencies were completing user access 

reviews on a quarterly basis or require annual certifications of access 
reviews. 

 
• Ability to enter, post and approve transactions was not appropriately 

restricted to personnel. 
 

• Ability to enter, post and approve transactions in the E-Grants (CRM) 
system was not appropriately restricted to agency personnel. 

 
• User access for separated employees and/or contractors was not 

appropriately terminated timely. 
 

Cause   Unknown 
 

Effect Failure to properly segregate duties and limit user access among agency 
personnel greatly increases the risk of misappropriation of assets, inappropriate 
changes to data or files and both unintentional and intentional unauthorized 
activity which can result in misstatement of financial position.  Additionally, 
with the augmented risk of misstatements of financial position, the need for 
timely and accurate reviews and appropriate control monitoring increases 
significantly.  Further, such situations increase the need for additional 
documentation, outside monitoring, manual review, and external verification of 
MAGIC activities and transactions. 
 

Recommendation We recommend that the Department of Finance and Administration (DFA) take 
the necessary steps to ensure user access is granted to all users under the "least 
privilege" principle, fully implement the Access Control portion of the 
Governance, Risk, and Compliance (GRC) module within MAGIC, and ensure 
that agencies are performing at least quarterly user access reviews of all user 
access (including contractors) to their business area.  Agencies should certify to 
DFA on an annual basis that they have completed user access reviews at least 
quarterly. 
 

Views of Responsible 
Officials The agency acknowledges this finding. 
  
 NOTE:  See Management’s Response and Corrective Action Plan on page 57. 
 
2016-009                    Written Policies and Procedures Should be in Place Related to Accounting and 

Reporting Matters 
 

Repeat Finding           Yes; 2015-031 Material Weakness Finding 
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Criteria Section 27-104-3 Miss. Code Ann. (1972) requires that the Department of 

Finance and Administration (DFA) prepare and issue a comprehensive reference 
manual or manuals of policies and procedures for each state agency and 
department to use, which may include chapters on various fiscal responsibilities, 
and maintaining financial records and preparing financial reports. DFA is also 
responsible for updating the manual(s) on a continuing basis. 
 
Historically, DFA provided agencies with the Mississippi Agency Accounting 
Policies and Procedures (MAAPP) manual, which provided agencies with 
policies and procedures related to the accounting system, input documents, 
output documents, internal control procedures, and accounting and reporting 
matters. 
 

Condition During our review of the internal control environment for fiscal year 2016, we 
noted that the MAAPP manual has not been updated since the implementation of 
the Mississippi Accountability System for Government Information and 
Collaboration (MAGIC) on July 1, 2014, and does not consider system and 
accounting procedures specific to the MAGIC environment. 
 

Cause   Unknown 
 

Effect Failure to have an adequate policy and procedure manual governing statewide 
accounting policies and procedures could result in misappropriation of assets and 
material misstatements in financial statements. 
 

Recommendation To minimize the risk of financial misstatements and system security compromise, 
we recommend DFA update the MAAPP manual to ensure relevance of policies 
and procedures related to the accounting and internal control procedures in the 
statewide accounting system. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

 
NOTE: See Managements Response and Corrective Action Plan on page 58. 
 

2016-010                    The Department of Finance and Administration Should Strengthen the Process for 
Compiling the Comprehensive Annual Financial Statements and the Schedule of 
Expenditures of Federal Awards 

 
Repeat Finding          Yes; 2015-030 Material Weakness Finding 
 
Criteria Section 27-104-4, Miss. Code Ann. (1972) requires each state agency to prepare 

annual financial statements at such times as determined by the State Fiscal 
Officer.  The State Fiscal Officer is required to combine the financial statements 
into a comprehensive annual financial report (CAFR) and provide it to the State 
Auditor for post auditing.  The law further requires the CAFR be published within 



STATE OF MISSISSIPPI 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
PART 2 – Financial Statement Findings (continued)  
 
 

24 
 

six months after the June 30 close of the fiscal year. In addition, the Government 
Finance Officers Association (GFOA) requires CAFRs to be submitted within six 
months of the government’s fiscal year end. 

 
 In addition, the Single Audit Act requires the State to issue the Single Audit 

Report within nine months of fiscal year end, and no extensions are granted.  The 
independent auditor’s report on internal control over financial reporting and the 
Schedule of Expenditures of Federal Awards (SEFA) are both required to be 
included in the Single Audit Report and both are an integral part of the financial 
audit of the State. The failure to timely complete the CAFR could also hinder the 
timely submission of the Single Audit Report which could result in the suspension 
of federal discretionary drawdowns. 

  
Condition The Department of Finance and Administration (DFA) was unable to provide the 

Office of the State Auditor with the necessary financial information to perform the 
audit of the CAFR within six months of the close of the 2016 fiscal year.  Further, 
reporting issues at various individual state agencies as well as DFA’s current 
financial reporting process has hindered the ability of DFA to prepare a complete 
CAFR timely.  The process is overly dependent on the post-audit program being a 
part of the internal control over financial reporting even though good internal 
controls state that the post-audit function should not be an internal control 
mechanism for any operational activity related to financial reporting.  After 
financial packets were received from state agencies and reviewed by DFA, errors 
were noted by auditors that required adjusting journal entries to correct.   
 

 Other issues that required the financial information to be delayed included: 
 

• Significant errors within MAGIC in interagency receivables and 
payables (see finding 2016-011 for additional information); 
 

• Misstatements in amounts owed to/from federal agencies; 
 

• Reconciliation errors between cash in MAGIC and cash in Treasury;  
 

• Transfer errors between funds; and 
 

• Inaccuracies in financial reports produced by agencies. 
 

It should be noted that the Department of Finance and Administration – Office of 
Financial Reporting (DFA-OFR) obtained an extension for the CAFR from GFOA 
this year due to the continuing difficulties encountered because of the 
implementation of the Mississippi Accountability System for Government 
Information and Collaboration, (MAGIC), the new accounting system used by the 
State.  

 
Cause Continuing issues with the implementation of MAGIC and the overhaul of the 

statewide accounting system and over reliance on the accounting knowledge and 
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expertise of the centralized accounting functions at DFA - OFR.  See finding 
2016-2012 for additional information regarding this area. 

 
Effect The failure of DFA-OFR to compile financial and federal award information 

accurately and in a timely manner resulted in the CAFR not being published in 
accordance with state law and hindered the efficiency of the audit of the State of 
Mississippi’s financial statements.  In addition, these delays could result in the 
state not being awarded a Certificate of Achievement for Excellence in Financial 
Reporting by GFOA. Receiving GFOA’s certificate increases the likelihood that 
credit agencies or other stakeholders may consider the state’s financial statements 
in a positive manner.  The timeliness of the CAFR being published impacts its 
relevance to the various users of the CAFR. 

 
Recommendation We recommend the Mississippi Department of Finance and Administration 

implement procedures to ensure the timely compilation of financial and federal 
award information in order to help ensure the CAFR and Single Audit Report are 
both published in accordance with state and federal law.   

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

 
NOTE: See Managements Response and Corrective Action Plan on page 59. 

 
2016-011                    The State of Mississippi Should Strengthen the Process for Recording Interagency 

Transfers, Payables and Receivables. 
 
Repeat Finding           No 
 
Criteria Section 27-104-3 Miss. Code Ann. (1972) requires that the Department of Finance 

and Administration (DFA) prepare and issue a comprehensive reference manual or 
manuals of policies and procedures for each state agency and department to use, 
which may include chapters on receipts, warrants and expenditures. DFA is also 
responsible for updating the manual(s) on a continuing basis. 

  
Condition During testing for fiscal year 2016, we noted inconsistencies in the way differing 

state agencies accounted for interagency payables, receivables and transfers.  We 
also noted that, due to these inconsistencies, the Department of Finance and 
Administration (DFA) were required to make reclassification and adjusting 
journal entries of approximately $40 million in order to ensure material 
misstatement of the financial reports did not occur. 
  

Cause Lack of governing policies regarding the recording of interagency payables, 
receivables and transfers.  Additionally, lack of overriding controls in the 
statewide accounting system. 
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Effect The failure of the State to require consistency in the accounting treatment of 
payables, receivables and transfers could lead to material misstatement of the 
Comprehensive Annual Financial Report. 

 
Recommendation We recommend the Mississippi Department of Finance and Administration 

implement overarching policies and procedures regarding interagency transfers, 
payables and receivables and communicate these policies to state agencies. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 60. 
 
2016-012                   The State of Mississippi Should Require Chief Fiscal Officers of State Agencies 

to hold Minimum Accounting Qualifications and Attend Mandatory Training. 
 
Repeat Finding           No 
 
Criteria  Section 7-7-3 Miss. Code Ann. (1972) states that the State Fiscal Officer (as 

defined by Section 21-104-6 Miss. Code Ann. (1972) as the Executive Director of 
the Department of Finance and Administration)shall conduct training seminars 
on a regular basis to ensure that agencies have access to persons proficient in the 
correct use of the statewide accounting system.   

 
  Section 7-7-211 Miss. Code Ann. (1972) authorizes the State Auditor to establish 

training course and programs for the personnel of the various state and local 
governmental entities.  These courses shall include, but are not limited to, topics 
on internal control, purchasing and property, governmental accounting and 
financial reporting, and internal auditing. 

   
 The Internal Control – Integrated Framework published by the Committee of 

Sponsoring Organizations of the Treadway Commission (COSO) specifies that a 
satisfactory control environment is only effective when there is a commitment to 
competence that demonstrates a commitment to retain competent employees.  
This principle of competency can be achieved through analysis of skills required 
for positions, training and development training. 

 
Condition  During testing for fiscal year 2016, we noted, through inquiry and observation, 

that the overall expertise level of accounting staff in various state agencies was 
not consistent, and that job requirements often did not specify applicants hold 
any specific accounting or governmental knowledge.  We also noted that, 
although the Department of Finance and Administration (DFA) held GAAP 
conversion and accounting training courses to aid state agencies in compiling 
financial information, it was not a mandatory requirement and often agency 
personnel did not attend.  Likewise, qualification and skill requirements were not 
consistently applied to Chief Financial Officers throughout the various state 
agencies.   
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  The lack of overall understanding and application of proper accounting standards 
required the centralized accounting function of the state, DFA, to prepare 
significant adjusting and reclassification entries in order to prevent material 
misstatement.  While the majority of entries would not have materially misstated 
accounts individually, in the aggregate, without adjustment, the financials would 
have been materially misstated. 

  
Cause  Lack of consistently applied agency qualifications for accounting personnel. 
 
Effect The failure of the State to hire and retain competent staff could result in material 

misstatement of the financial statements. 
 
Recommendation We recommend the Mississippi Department of Finance and Administration 

implement mandatory training sessions for accounting personnel and Chief Fiscal 
Officers.  Additionally, we recommend the State of MS implement minimum 
qualifications for Chief Financial Officers. 

 
Views of Responsible 
Officials The agency acknowledges this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 60. 
 
2016-013             Controls over Vulnerability Management, Software Obsolescence and Security 

should be Strengthened 
 
Repeat Finding            No 
 
Criteria  The Internal Control - Integrated Framework published by the Committee of 

Sponsoring Organizations of the Treadway Commission (COSO) specifies that a 
satisfactory control environment is only effective when information and 
communication is reliable and accurate.  An important aspect of accurate 
information and communication is that information technology ensures reliable 
communication and management. 

 
Condition  During our review of the Information Technology General Controls (ITGC) of 

the Department of Finance and Administration (DFA), we noted that outside 
information security assessments performed noted significant deficiencies in the 
obsolescence, security, and vulnerabilities of certain IT systems.  Additionally 
we noted that Management was aware of the deficiencies and did not take timely 
corrective action to address these issues. 

   
Cause  Unknown  
 
Effect  Failure to properly correct or manage these vulnerabilities could result in the 

compromise of the confidentiality, integrity and reliability of data generated by 
DFA. 
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Recommendation We recommend the Department of Finance and Administration strengthen 
controls over software obsolescence, security and vulnerability management to 
ensure that areas of concern are noted and timely corrected. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 62. 
 
SIGNIFICANT DEFICIENCIES 
 
2016-014             Codes and Clients in the Mississippi Accountability System for Government 

Information and Collaboration have not been set to productive. 
 
Repeat Finding            No 
 
Criteria  The Internal Control - Integrated Framework published by the Committee of 

Sponsoring Organizations of the Treadway Commission (COSO) specifies that a 
satisfactory control environment is only effective when control activities such as 
IT infrastructure controls and appropriate.  These controls should include manual 
and automated controls over how transactions are initiated, authorized, recorded, 
processed and reported. 

 
Condition  During our review of the Information Technology General Controls (ITGC) of 

the Department of Finance and Administration (DFA), we noted that DFA’s 
Mississippi Management and Reporting System (MMRS) division has not set the 
Mississippi Accountability System for Government Information and 
Collaboration (MAGIC) environment to productive. 

   
Cause  Unknown  
 
Effect  Failure to ensure that the productive indicator is activated could result in critical 

financial transaction data loss to the State. 
 
Recommendation We recommend the Department of Finance and Administration set the 

environment to productive without haste and review the system to ensure that the 
delay has not negatively impacted the statewide accounting system. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 62. 
 
2016-015            Controls Should Be Strengthened Over the Security Audit Log of Mississippi’s 

Accountability System for Government Information and Collaboration. 
 
Repeat Finding            Yes; 2015-027 Material Weakness Finding 
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Criteria Mississippi’s Accountability System for Government Information and 
Collaboration (MAGIC) serves as the centralized statewide accounting system.  
State agencies utilize MAGIC on a daily basis as the State’s general ledger 
necessary to prepare financial statements and related footnote disclosures in 
accordance with generally accepted accounting principles.   
 
Good internal controls dictate that all transactions and other significant events be 
clearly documented and readily available for examination.  This audit trail, or 
security audit log, documentation should include evidence on how transactions 
are initiated, processed, recorded and summarized.  Additionally, proper audit 
trail documentation also includes evidence of transactions that may have been 
voided, deleted, or changed after approval and initiation.   
 
Inherent in the MAGIC system is a security audit log.  This log records the 
following: 

• Successful and unsuccessful dialog logon attempts 
 

• Successful and unsuccessful transaction starts 
 

• Successful and unsuccessful report starts 
 

• Changes to user master records 
 
Condition  During testwork performed for the fiscal year 2016 audit, we noted the following 

exceptions: 
 

• Security audit logging functionality was not enabled for the MAGIC 
system; thereby eliminating the ability to monitor transactional changes 
in the MAGIC system. 

 
• There is no formal review process for changes to critical MAGIC tables. 

 
Cause  Unknown  
 
Effect Failure to adequately log transactional changes and to periodically review logs 

for appropriateness could result in untimely modification of data, security 
configuration changes, or fictitious transactions. 

 
Recommendation We recommend that the Department of Finance and Administration enable the 

exception security audit log functionality in Mississippi’s Accountability System 
for Government Information and Collaboration system and strengthen controls 
over the periodic review of such logs.  

 
Views of Responsible 
Officials The agency acknowledges this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 63. 
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2016-016          Controls Should Be Strengthened Over the Vendor Master File and Issuance of 
Payments to One Time Vendors 

 
Repeat Finding            Yes; 2015-032 Significant Deficiency Finding 
 
Criteria The Department of Finance and Administration (DFA) is responsible for final 

approval of certain types of warrants issued by the State of Mississippi.  These 
warrants are initially approved at the Agency level and then routed to DFA for 
final approval.  Before warrants can be approved for payment, vendor 
information must be entered into the State’s accounting system – Mississippi’s 
Accountability System for Government Information and Collaboration 
(MAGIC).  Vendors are then assigned a unique numerical identifier so that 
payments can be documented and an audit trail can be reviewed. 
 
Occasionally, warrants need to be issued on a singular basis to vendors.  These 
“one time vendor” warrants are assigned a default vendor number and are not 
assigned a unique identifier.  If, during the course of business, the same vendor 
requires additional warrants, agencies are required to request vendor information 
and enter the vendor into the MAGIC system, thereby assigning a unique 
identifier for future transactions.   
 
In order to comply with The Code of Laws of the United States of America (26 
U.S.Code Section 6041) regulations on the issuance of payments of $600 or 
more, DFA has written policies to prohibit the use of the “one time vendor” 
distinction for any person or business issued a warrant for over $600 for services 
rendered.  DFA has classified certain expense general ledger accounts as “1099 
vendor accounts” and will not approve warrants to any “one time vendor” when 
these general ledger accounts are expensed. 

 
Condition During testwork performed for the fiscal year 2016 audit, we noted the following 

exceptions: 
• 5,274 instances in which the vendors classified as one time vendors were 

paid multiple warrants from the same state agency; therefore, vendor 
information was not appropriately requested or entered in the vendor master 
file. 

 
• Vendor master file data was not reviewed to ensure accuracy and 

completeness. 
 
Cause  DFA does not have adequate controls over the review of vendor master data. 
 
Effect Failure to periodically review vendor master data to ensure accurate and 

complete vendor information has been requested and entered can lead to an 
increased risk of creating fictitious, incorrect, or duplicate payments and a 
possible misstatement of financial position.  Additionally, failure to review one 
time vendor payments could result in erroneous tax reporting. 

 
Recommendation We recommend that the Department of Finance and Administration 
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strengthen policies over the use of the one-time vendor code and conduct a 
regular review of the vendor master file to ensure complete and accurate 
vendor information has been entered. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 63. 
 
2016-017            Controls Should Be Strengthened Over Journal Entry Approvals and Updated 

Policies and Procedures should be produced. 
 
Repeat Finding           No 
 
Criteria The Internal Control - Integrated Framework published by the Committee of 

Sponsoring Organizations of the Treadway Commission (COSO) specifies that a 
satisfactory control environment is only effective when control activities such as 
providing adequate policies and procedures to personnel have been implemented.  
These controls should include accurate and updated controls over how 
transactions are initiated, authorized, recorded, processed and reported. 

 
 Good internal controls dictate that all transactions and other significant events be 

clearly documented and readily available for examination.  This audit trail 
includes maintaining adequate support and proper evidence of approval of all 
journal entries entered into the statewide accounting system.  Additionally, 
according to existing policies and procedures established in the Mississippi’s 
Accountability System for Government Information and Collaboration (MAGIC) 
system require that all manual journal entries (Type YV) over $1,000 must be 
reviewed and approved by the Department of Finance and Administration (DFA) 
before they can be successfully applied. 

 
Condition  During testwork performed for the fiscal year 2016 audit, we noted the following 

exceptions: 
• Twelve journal entries approved by DFA in the MAGIC system had no 

supporting documentation and could not be verified for accuracy. 
 

• Two journal entries approved by DFA in the MAGIC system did not 
have adequate supporting documentation and could not be verified for 
accuracy. 

 
• Inadequate documentation of the approval process for journal vouchers 

was provided.  Documentation had not been updated since the 
implementation of MAGIC and still referenced controls and policies in 
use in the outdated statewide accounting system. 

 
Cause  DFA did not adequately review journal entries before approving them in the 

MAGIC system. 
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Effect Failure to review journal entries; failure to obtain adequate 
documentation; and failure to update approved processes could lead to 
misappropriation of assets and material misstatements in financial 
statements. 

 
Recommendation We recommend that the Department of Finance and Administration implement a 

post-audit review of all journal entries entered into the statewide accounting 
system to strengthen the controls in the approval process.  Additionally, we 
recommend that policies and procedures be updated and distributed to all 
applicable employees.  

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 64. 
 
2016-018            Reports regarding the Cash Reconciliations in the Accounting System should be 

Accurate and Timely. 
 
Repeat Finding           Yes; 2015-028 Material Weakness Finding 
 
Criteria The Department of Finance and Administration (DFA) is required to maintain the 

State’s general ledger necessary to support the preparation of financial statements 
and related footnote disclosures in accordance with generally accepted 
accounting principles.  Additionally, DFA should have policies and controls in 
place to ensure the State’s cash balances maintained in the statewide accounting 
system, Mississippi’s Accountability System for Government Information and 
Collaboration (MAGIC), reconciles to the Mississippi Office of the State 
Treasurer’s (OST) cash balances to prevent and detect a material misstatement in 
the financial statements in a timely manner. 
 
Additionally, The Internal Control – Integrated Framework published by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO) 
specifies that a satisfactory control environment is only effective when control 
activities, such as cash reconciliations, are performed timely and accurately. 

 
Condition  During testwork performed for the fiscal year 2016 audit, we noted that the Daily 

Average Cash Balance (DCAB) reports needed by the Office of the State 
Treasurer (OST) to reconcile bank records with OST financial records were not 
accurate and were not provided to OST by DFA timely. 

 
Cause  DFA is still in the process of designing the DCAB reports since the 

implementation of MAGIC. 
 
Effect Failure to perform timely reconciliations can result in the possible risk of 

material misstatement of financial position and fraud. 
 
Recommendation We recommend that the Department of Finance and Administration perform and 
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provide accurate cash reports to the Office of the State Treasurer. 
 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 65. 
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DEPARTMENT OF HEALTH 
 
MATERIAL WEAKNESS 
 
2016-043 Management should strengthen policies, controls and oversight over proper cut-

off of indirect cost recovery revenue. 
 
Repeat Finding            No. 
 
Criteria Management is responsible for establishing and maintaining effective internal 

control over financial reporting.  Internal controls should allow management or 
employees in the normal course of performing their assigned functions to prevent 
or detect material misstatements in the financial reporting of all funds. 

 
Condition  MSDH’s procedures to ensure all significant receivables related to indirect cost 

recovery and services provided through the clinics received after the lapse period 
are properly estimated and accrued into the financial statements in accordance 
with accounting principles generally accepted in the United States of America 
(GAAP) need to be established. 

 
Cause  Although MSDH’s internal control procedures in place throughout the year 

contained a process for the identification and recording of year-end liabilities for 
grant reimbursement requests paid during the lapse period, the process did not 
fully address indirect cost recovery amounts due to MSDH at year-end but 
submitted after the lapse period.  This process does not include a review of the 
Department of Finance and Administration’s (DFA) accruals to ensure all items 
requiring accrual are properly captured.  Additionally, MSDH does not have an 
appropriate process to review, analyze and record an allowance for doubtful 
accounts related to services provided in the clinics. 

 
Effect As a result, material prior year grant revenues were recorded as revenues in the 

current year in Fund 3330100000 for indirect cost recovery paid after the lapse 
period.  Additionally, a material current year accrual was recorded as an audit 
adjustment related to services provided through the clinics. 

 
Recommendation MSDH has enhanced and improved controls during the year to establish 

acceptable cut-off of indirect cost recovery revenue.  MSDH should continue to 
seek ways to strengthen policies, controls and oversight over this process to 
ensure the proper amount is accrued by DFA during the lapse period accrual 
process.  For accounts receivable related to services provided in the clinics, we 
recommend management review, analyze and record an allowance for doubtful 
accounts on a monthly or quarterly basis.  Management should compare actual 
results to recorded estimates. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 67. 
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DEPARTMENT OF HUMAN SERVICES 
 
MATERIAL WEAKNESS 
 
2016-029 Controls Should Be Strengthened Over Account Reconciliations and Financial 

Reporting. 
 
Repeat Finding            No. 
 
Criteria The Mississippi Agency Accounting Policies and Procedures (MAAPP) Manual 

highlights essential types of control activities including, but not limited to: 
 

• Authorization -  provide reasonable assurance that all transactions are 
within the limits set by policy or that exceptions to policy have been 
granted by the appropriate officials 
 

• Review and approval – encompass a variety of computer and manual 
controls that provide reasonable assurance that all accounting information 
has been correctly captured. 

 
• Reconciliation – provide reasonable assurance of the accuracy of financial 

records through the periodic comparison of source documents to data 
recorded in agency accounting information systems. 

 
The information system relevant to an agency’s financial reporting objectives 
consists of the methods and records established to identify, assemble, analyze, 
classify, record, and report entity transactions and to maintain accountability for 
the related assets and liabilities.  The quality of system generated financial 
information affects management’s ability to make appropriate decisions in 
managing and controlling an agency’s activities. 

 
Condition  Due to the implementation of a new statewide accounting system, Mississippi 

Accountability System for Government Information and Collaboration 
(MAGIC), in fiscal year 2015, policies and procedures for the preparation and 
submission of agency fund level GAAP packets were revised in order to 
complement the new statewide accounting system.  Agency accounting personnel 
were tasked with completing close out GAAP packets using new reports, 
policies, and procedures.  In order to mitigate problems faced statewide, extended 
deadlines and procedures were temporarily utilized during fiscal year 2015 in 
order to assist agencies with completing GAAP packets. 

 
  Our fiscal 2016 audit procedures resulted in audit adjustments to accounts 

payable, due to other governments and various transfers between agencies, some 
adjustments which were as a result of continuing reconciliation items related to 
the 2015 MAGIC implementation.  Currently, accrual entries and entries 
involving transfers between funds and governments may sometimes be made by 
MDHS personnel and sometimes by personnel at the Department of Finance and 
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Administration.  Once entries are made there does not appear to be a viable 
review process in place to prevent and detect errors. 

 
  Our audit also resulted in material adjusting entries to the fund statements to only 

include receivables that are measurable and available.  Available means 
collectible within two months (the lapse period).  However, for the statement of 
new assets, full accrual accounting is used and an allowance should be provided 
to reduce receivables to net realizable value.  Currently, MDHS does not have a 
mechanism in place to reduce receivables to amounts collected within the lapse 
period.  Further, there is inadequate documentation in place to support the 
expectation of ultimate net realizable value.  Expenditures should be accrued 
when incurred, except notes payable are recognized when due and claims and 
similar obligations payable are recognized when expected to be liquidated.  The 
audit also resulted in some liabilities being written off that were related to the 
receivables that were not considered collectible. 

 
Cause  The issues note din this finding are primarily as a result of continuing refinement 

of processes associated with the implementation of a new statewide accounting 
system in the prior year.  In addition, staff were either unaware or did not follow 
identified policies and procedures for completing account reconciliations and 
producing financial reports. 

 
Effect  Failure to implement a timely and effective reconciliation process could: 
  

• Increase the risk of fraud, waste, and mismanagement of funds. 
 

• Affect MDHS’ ability to effectively monitor budget execution. 
 

• Affect MDHS’ ability to accurately measure the full cost of its programs. 
 

• Result in erroneous financial statements. 
 
Recommendation We recommend that MDHS enhance its reconciliation and closing journal entry 

review and approval process to fully document fiscal year ending balances, 
including all closing entries made by the Department of Finance and 
Administration.  In addition, we recommend MDHS develop a process to identify 
and segregate balances which will not be settled in the lapse period which will 
aid in the preparation of year-end financial information and identify older 
reconciling items and take appropriate action to clear these items. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE: See Managements Response and Corrective Action Plan on page 69. 
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DEPARTMENT OF REVENUE 
 
MATERIAL WEAKNESS 
 
2016-005                  Controls Should Be Strengthened over Adjustments to Taxpayer Accounts 
 
Repeat Finding            Yes, 2015-016 
 

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

 

Condition  The Mississippi Automated Revenue System (MARS) has security function 
levels that allow the capacity to perform certain types of activity within the 
system. Of the 602 users with access to MARS, 492 users with security function 
level 2702, or 82 percent, have the capability to change, transfer and reverse 
returns in the MARS system without another user interacting with the 
transaction. This function relates to manually clearing computer edit exceptions 
during the submission of tax returns in order to initially post the returns in the 
system, which is a fundamental job responsibility of many DOR employees who 
work return exceptions from work list queues tailored specifically for the 
employee. However, the function also allows return changes to be entered after 
the initial posting of a return, which results in a new system version of a return 
being created and posted to taxpayer account trial balances, without requiring any 
approval from another MARS user.  The agency created a computer change 
request during fiscal year 2015 in response to this similar prior year finding in 
order for electronic MARS notifications to be sent to supervisors/managers when 
return change transactions greater than $5,000 are made after the original return 
posting (i.e., amendments). However, per review of the computer change request 
and discussion with agency personnel, this change was not implemented during 
fiscal year 2016.  

 

Cause  Unknown  
 
Effect  Failure to require a supervisory review and approval of significant and unusual 

adjustments to taxpayer account balances could result in errors or fraud occurring 
and not being timely detected, which could result in misstatements to the 
agency’s financial statements. 

 
Recommendation We recommend the Mississippi Department of Revenue strengthen controls over 

adjustments to taxpayer accounts by ensuring significant and unusual 
adjustments in the Mississippi Automated Revenue System are approved by 
appropriate management personnel. The approval should be documented for 
internal monitoring and audit purposes.  

 
Views of Responsible 
Officials The agency concurs with this finding. 

 



STATE OF MISSISSIPPI 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
PART 2 – Financial Statement Findings (concluded)  
 
 

40 
 

NOTE:  See Management’s Response and Corrective Action Plan on page 75. 
 

SIGNIFICANT DEFICIENCIES 
 
2016-006                GAAP Packet Supporting Schedules Should Be Completed in a Timely and 

Accurate Manner 
 
Repeat Finding         Yes, 2015-018 
 
Criteria  Section 27.104.4, Miss. Code Ann. (1972) requires each state agency to prepare 

annual financial statements at such times as determined by the State Fiscal 
Officer. The State Fiscal Officer is required to combine the financial statements 
into a comprehensive annual financial report (CAFR) and provide it to the State 
Auditor for post auditing. The law further requires the CAFR be published within 
six months after the June 30th close of the fiscal year. In addition, the 
Government Finance Officers Association (GFOA) requires CAFRs to be 
submitted within six months of the government’s fiscal year end in order to be 
awarded a Certificate of Achievement for Excellence in Financial Reporting. It 
should be noted that the Department of Finance and Administration obtained an 
extension for the CAFR from GFOA this year due to the implementation of the 
Mississippi Accountability System for Government Information and 
Collaboration (MAGIC), the accounting system used by the State, in fiscal year 
2015.  

 
Condition  The Mississippi Department of Revenue (DOR) prepares a schedule of Un-

transferred Tax Collections and Receivables as of fiscal year end and provides 
the schedule annually to the Office of the State Treasurer (OST) in order for OST 
to compile the GAAP Packet for the Treasury Clearing Fund 3917100000 (9171). 
DOR did not perform a timely preparation of this schedule; and therefore, OST 
did not timely prepare the 9171 GAAP Packet. The final version of the schedule 
was submitted to OST on October 27, 2016 and the 9171 GAAP Packet was 
submitted by OST to the Department of Finance and Administration (DFA) on 
November 15, 2016. GAAP reporting packets were due to DFA by September 9, 
2016 with OST receiving an extension to submit the 9171 GAAP packet by 
October 17, 2016.   

 
In addition, based on testwork performed over the 9171 GAAP Packet, the 
following adjustments were made by auditor:   

 
• ‘Accounts Payable’ was reclassed to ‘Income Tax Refunds Payable’ in 

the amount of $46,632,657 to account for the income tax refund reserve 
balance at fiscal year-end. Income tax refunds payable is discreetly 
presented as a liability on the governmental funds balance sheet in the 
CAFR. 
 

• ‘Unearned revenue’ was reclassed to a ‘Due to Other Funds’ liability 
account for $5,570,000 in order to match the similar ‘Due from Other 
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Funds’ accrued by the Department of Wildlife, Fisheries & Parks for 
petroleum taxes transferred by DOR in July annually. 

 
• ‘Other Taxes Receivable’ and ‘Gaming Fees’ were increased by 

$1,544,470 to correct the amounts queried by the Mississippi Automated 
Revenue System for gaming collections received after fiscal year end for 
filing periods lapsing prior to fiscal year end. 

 
Cause  Unknown 
 
Effect  The failure of agency personnel to submit required accounting schedules to the 

OST in a timely manner prevents the timely submission of the 3917100000 
GAAP packet to DFA and hinders the efficiency of the audit.  These delays 
contributed in the CAFR not being published in accordance with state law and 
could result in the State of Mississippi not being awarded a Certificate of 
Achievement for Excellence in Financial Reporting by GFOA. Receiving 
GFOA’s certificate increases the likelihood that credit agencies or other 
stakeholders may consider the state’s financial statements in a positive manner.  
The timeliness of the CAFR being published impacts its relevance to various 
users of the CAFR. In addition, the Single Audit Act requires the State issue the 
Single Audit Report within nine months of fiscal year end, and no extensions are 
granted.  The independent auditor’s report on internal control over financial 
reporting and the schedule of expenditures of federal awards (SEFA) are both 
required to be included in the Single Audit Report and both are an integral part of 
the financial audit of the State. The failure to timely complete the CAFR could 
also hinder the timely submission of the Single Audit Report which could result 
in federal discretionary drawdowns being suspended.  

 
 Additionally, failure to properly classify payables in fiscal year 2016 resulted in a 

material misstatement that was corrected by audit via adjusting entries. 
 
Recommendation We recommend the Mississippi Department of Revenue implement procedures to 

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

 
Furthermore, we recommend the Mississippi Department of Revenue thoroughly 
review payable transactions to ensure proper classification. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE:  See Management’s Response and Corrective Action Plan on page 75. 
 
2016-007              Controls Should Be Strengthened over the Reconciliation of Alcohol Beverage 

Control Taxes 
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Repeat Finding           No 
 
Criteria  The Miss. Code Ann. (1972) dictates distribution of state tax collections. Good 

internal controls dictates an automated system should be reconciled to ensure 
files created by the system agree with agency records and the state general ledger 
system.  

 
Condition  Alcohol Beverage Control (ABC) taxes were converted into the Mississippi 

Automated Revenue System (MARS) in October of 2015 during fiscal year 2016. 
MARS replaced the former method of diverting tax collections to a computer 
automated process. Through observations and discussions with management, it 
appears that MARS has been tested by the Department of Revenue (DOR) and 
the MARS developer to ensure the system is properly programmed to automate 
tax diversions based on specific tax laws as included in the Miss. Code Ann. 
(1972).  

 
  Since the implementation of ABC taxes into MARS, DOR has not performed a 

routine reconciliation between diversions files created by MARS to DOR’s 
transfer records and balances recorded in the Mississippi Accountability System 
for Government Information and Collaboration (MAGIC).   

 
Based on testwork performed, we noted liquor tax revenue had an ending debit 
balance of $3,025,624 in the ABC Revolving Fund 3389500000.  Unless specific 
instances dictate otherwise, accounting principles dictate that revenue accounts 
should not have debit balances. The amount was corrected by audit via an 
adjusting entry to remove the debit balance to liquor tax revenue.   

 
Cause  The agency does not currently have a reconciliation process between agency 

records, MARS, and MAGIC balances.  
 
Effect  Failure to reconcile files created by the Mississippi Automated Revenue System 

to agency records and the Mississippi Accountability System for Government 
Information and Collaboration could result in misstatements to the State’s 
financial statements. Failure to properly reconcile revenue in fiscal year 2016 
resulted in a misstatement that was corrected by audit via an adjusting entry. 

 
Recommendation We recommend the Mississippi Department of Revenue strengthen controls over 

the diversion of Alcohol Beverage Control tax collections. Reconciliations 
should be routinely performed over diversion files created by the Mississippi 
Automated Revenue System and agency’s transfer records for taxes and balances 
recorded in the Mississippi Accountability System for Government Information 
and Collaboration.  

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE:  See Management’s Response and Corrective Action Plan on page 76. 
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DIVISION OF MEDICAID 

 
MATERIAL WEAKNESS 

 
2016-001 Controls Should Be Strengthened to Ensure Accurate and Timely Reconciliations 

are Performed between Accounting Reports and the Underlying Supporting 
Documentation. 

 
Repeat Finding No 
 
Criteria Per the Internal Control – Integrated Framework published by the Committee of 

Sponsoring Organizations of the Treadway Commission (COSO), satisfactory 
control environments are effective only when control activities, such as 
reconciliations, are performed timely and accurately. 

 
Condition During testwork performed for Mississippi Division of Medicaid (DOM)’s Funds 

5332800000 and 5332100000 Schedule of Expenditures and Federal Awards 
(Form 27.30.60) for fiscal year 2016, we noted the following: 

 
• DOM’s accounting records in the statewide accounting system, The 

Mississippi Accountability System for Government Information and 
Collaboration (MAGIC), did not agree to the Schedule of Expenditures 
and Federal Awards (SEFA) and timely reconciliations had not been 
performed.  Reconciliations prepared by auditors and DOM’s 
management required material audit adjustments to be made. 

• Underlying support for audit adjustments was not readily available. 
 
Cause With the implementation of MAGIC in fiscal year 2015, DOM was required to 

segregate the State and Federal monies and expenditures into two distinct funds.  
In order the expedite financial transactions, DOM estimated the percentage 
division between those two funds, and neglected to true- up or reconcile the 
correct amounts per fund for fiscal year 2016.  This resulted in inaccurate 
financial records and disagreement with DOM’s SEFA.  

 
Effect Failure to maintain accurate accounting records in MAGIC could result in a 

material misstatement in the State’s Comprehensive Annual Financial Report. 
 
Recommendation We recommend the Mississippi Division of Medicaid strengthen controls over 

reconciliations of underlying accounting records to ensure MAGIC reconciles to 
the Schedule of Expenditures and Federal Awards. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE:  See Management’s Response and Corrective Action Plan on page 77. 
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SIGNIFICANT DEFICIENCY 
IMMATERIAL NONCOMPLIANCE 
 
2016-002 Controls Should Be Strengthened to Ensure Compliance with Laws and 

Regulations Regarding the Timely Preparation of Agency Financial Reports. 
 
Repeating Finding No 
 
Criteria Section 27-104-4, Miss. Code Ann. (1972) requires each state agency to prepare 

annual financial statements at such times as determined by the State Fiscal 
Officer.  The State Fiscal Officer is required to combine the financial statements 
into a comprehensive annual financial report (CAFR) and provide it to the State 
Auditor for postauditing.  The law further requires the CAFR be published within 
six months after the June 30 close of the fiscal year. In addition, the Government 
Finance Officers Association (GFOA) requires CAFRs to be submitted within six 
months of the government’s fiscal year end.   

 
Condition During our review of financial reporting at the Mississippi Division of Medicaid 

(DOM), we noted agency personnel did not prepare or submit their financial 
reports (i.e. GAAP packet) for funds 5332800000 and 5332100000, which 
includes a Schedule of Expenditures of Federal Awards (SEFA), in a timely 
manner.  The deadline for turning in GAAP packets established by the 
Department of Finance and Administration – Office of Financial Reporting 
(DFA-OFR) was September 9, 2016. However, the DOM GAAP packet was not 
submitted until October 7, 2016. 

 
Cause The agency experienced several difficulties in preparing GAAP packets 

including, but not limited to, interagency transfers and the utilization of the state 
wide accounting software, MAGIC, to gather the information. 

 
Effect The failure of agency personnel to prepare their GAAP packet for treasury funds 

5332800000 and 5332100000 in a timely manner contributed to the CAFR not 
being published in accordance with state law and hindered the efficiency of the 
audit of the State of Mississippi’s financial statements.  In addition, these delays 
could result in the state not being awarded a Certificate of Achievement for 
Excellence in Financial Reporting by GFOA. Receiving GFOA’s certificate 
increases the likelihood the credit agencies or other stakeholders may consider 
the state’s financial statements in a positive manner.  The timeliness of the CAFR 
being published impacts its relevance to the various users of the CAFR.  
 
In addition, the Single Audit Act requires the State issue the Single Audit Report 
within nine months of the fiscal year end, and no extensions are granted.  The 
independent auditor’s report on internal control over financial reporting and the 
SEFA are both required to be included in the Single Audit Report and both are an 
integral part of the financial audit of the State.  The failure to timely complete the 
CAFR could also hinder the timely submission of the Single Audit Report which 
could result in federal discretionary drawdowns being suspended.  
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Recommendation We recommend the Mississippi Division of Medicaid implement procedures to 

ensure the timely completion of their GAAP packet in order to help ensure the 
CAFR is published in accordance with state law and that the audit of the State of 
Mississippi’s financial statements is performed in an efficient manner. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE:  See Management’s Response and Corrective Action Plan on page 78. 
 
SIGNIFICANT DEFICIENCY 
 
2016-003 Controls Should Be Strengthened to Ensure Accrual Entries are Accurate and 

Accounts and Claims Payable are Properly Recorded 
 
Repeat Finding No 
 
Criteria Generally Accepted Accounting Principles (GAAP) require expenditures to be 

recognized in the period incurred, regardless of when the transfer of cash occurs.  
Agencies are able to properly account for such expenditures in the correct 
account period through accrual entries at the end of the fiscal year. 

 
Condition During our review of the accounts payable, we noted that $33,386,721 was over 

accrued by the Mississippi Division of Medicaid (DOM). The agency estimates 
and accrues its claims payables at year end and subsequent, actual payment 
amounts are not accrued. We noted two instances totaling $33,386,721 in which 
July claims payments were erroneously recorded in accounts payable at 6/30/16. 

 
Cause The July payments mentioned above were coded in MAGIC to budget year 2016 

and therefore were included in the “high level” accrual for all items relating to 
2016.  However, since the claims payable is separately estimated and accrued, 
these payments should not have been included. 

 
Effect Failure to correctly identify the amount of transactions to be accrued at fiscal 

yearend could result in a material misstatement of the State of Mississippi’s 
Comprehensive Annual Financial Report. 

 
Recommendation We recommend the Mississippi Division of Medicaid strengthen controls to 

ensure a thorough review of accrual entries is performed in order to ensure 
claims and accounts payable are properly recorded. 

 
Views of Responsible 
Officials The agency concurs with this finding. 
 

NOTE:  See Management’s Response and Corrective Action Plan on page 79. 
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OFFICE OF THE STATE TREASURER 
 

MATERIAL WEAKNESS 
 
2016-004                    Revenue Should be Recognized in the Period it is Realized or Realizable and 

Appropriate Accrual Entries Should be Made During GAAP Conversion 
 
Repeat Finding            No 
 
Criteria Section 27.104.4, Miss. Code Ann. (1972) requires each state agency to prepare 

annual financial statements at such times as determined by the State Fiscal 
Officer.   

 
Section 27.103.302, Miss. Code Ann. (1972) requires all settlement funds 
received in connection with the Deepwater Horizon oil spill to be deposited into 
the Budget Contingency Fund.  

 
Generally Accepted Accounting Principles (GAAP) requires revenue to be 
recognized in the accounting period it is realized or realizable and should be 
considered “deferred revenue” until such time that it is considered earned. 

 
Condition The State of Mississippi was awarded a settlement agreement against British 

Petroleum (BP) for economic damages from the Deepwater Horizon oil spill that 
occurred in 2010.  The settlement agreement was signed by the judiciary and 
effective as of April 4, 2016.  The total amount awarded to the State of MS 
amounted to $750,000,000, of which $150,000,000 was to be paid within 90 
days.  Per Section 27.103.302, Miss. Code Ann. (1972), revenue paid from this 
settlement is to be deposited in the Budget Contingency Fund which is the 
responsibility of the Office of the State Treasurer (OST).   

 
 Proper GAAP treatment of the settlement would require immediate recognition 

of the initial $150,000,000 payment to be recognized as revenue and as a 
receivable as of the date of the Master Settlement Agreement (April 4, 2016) 
with the remaining $600,000,000 to be recognized as Deferred Revenue in fiscal 
year 2016.  Audit review of Settlement Litigation and Claims and GAAP packet 
review of the Budget Contingency Fund found that the initial payment was 
recognized as revenue in fiscal year 2017 when it was received and was not 
properly accrued.  Additionally, the remaining settlement revenue was not 
properly deferred in fiscal year 2016.  Failure to recognize this revenue in fiscal 
year 2016 resulted in a material misstatement that was corrected by auditor via 
adjusting entries. 

 
Cause  Unknown 
 
Effect  Failure to properly accrue revenue in the correct accounting period according to 

GAAP standards resulted in material misstatement that required adjustment.  
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Recommendation We recommend the Office of the State Treasurer strengthen procedures regarding 
settlement revenue and revenue recognition.   

Views of Responsible 
Officials The agency does not concur with this finding. 

 
NOTE:  See Management’s Response and Corrective Action Plan on page 81. 
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2016-018 

Response: 

Corrective Action Plan 

Controls Should be Strengthened over Reports regarding the 

Cash Reconcillatietis in the Accounting System to Ensure 

Accuracy and Timeliness 

We concur with the finding. 

Post implementation of the Daily Average Cash Balance (DACB) 

report, DFA conducted a reconciliation identifying differences 

between MAGIC cash balances and amounts reported on the 

DACB. 

Timeliness of the DACB report is impacted by nightly and daily 

processing. The report cannot be generated until all relevant 

MAGIC processes have completed. Processes run to extract data 

from MAGIC Monday- Friday. The DACB report, for the 

respective days, is generated Wednesday- Sunday. The current 

process ensures the completeness of the report. 

(a) The mechanism for adjustment needs to be reviewed with

Treasury staff and agreed to before correcting entries are made

to resolve concerns with accuracy. The DFA will work with

Treasury to improve the cash reconciliation process.

(b) The contact person responsible for this corrective action is
Marcus Moore.

(c) The anticipated implementation is no later than June of
2017.

(d) N/A
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Auditor’s note to the Response from Management 
 
   TREASURY 
 
   MATERIAL WEAKNESS 
 
Finding Number Finding Heading 
 
2016-004  Revenue Should be Recognized in the Period it is Realized or Realizable and 

Appropriate Accrual Entries Should be Made During GAAP Conversion. 
 
   Rebuttal to Agency Response: 
 

We have reviewed the comments made by the agency in response to the above 
noted finding.  While the Office of the State Treasurer (OST) provided many 
reasons and opinions while the revenue was not appropriately recognized and 
accrued, none of these excuses supplant generally accepted accounting principles 
(GAAP).  Revenues are realizable when it is reasonable to expect that cash will be 
received in the future, and the income from the judicial settlement is both known 
and reasonably expected to be received. 
 
OSA agrees with OST that no additional corrective action is necessary as the 
appropriate journal entries to accrue settlement revenue were approved by OST and 
have been correctly reported in the CAFR for fiscal year 2016. 
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