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Independent Auditor’'s Report

Information Technology Services Board

State of Mississippi

Department of Information Technology Services
Jackson, Mississippi

Report on the Financial Statements of Internal Service Fund

We have audited the accompanying financial statements of the Information Technology Services Fund
(aninternal service fund type) of the State of Mississippi, Department of Information Technology
Services (ITS) as of and for the year ended June 30, 2016, and the related notes to the financial
statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statementsin
accordance with accounting principles generally accepted in the United States of America; thisincludes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’ s Responsibility

Our responsibility isto express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Slandards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financia statements are free from material

mi sstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin
the financial statements. The procedures selected depend on the auditor’ s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considersinternal control relevant to the entity’ s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates

We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for
our audit opinion.

Praxity.:

MEMBER - *




Information Technology Services Board

State of Mississippi

Department of Information Technology Services
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Opinion

In our opinion, the financial statements referred to above present fairly, in al material respects, the
financia position of the Information Technology Services Fund of the State of Mississippi, Department of
Information Technology Services as of June 30, 2016, and the changesin its financial position and its
cash flows thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Emphasis of Matter

Asdiscussed in Note 1, the financia statements present only the Information Technology Services Fund
representing a fund selected for audit by the State of Mississippi, Office of the State Auditor and do not
purport to, and do not present fairly the financial position of the State of Mississippi, Department of
Information Technology Services as of June 30, 2016, the changes in its financial position or its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America. Our opinion is not modified with respect to this matter.

Other Matter
Required Supplementary | nfor mation

Accounting principles generally accepted in the United States of Americareguire that the pension
information listed in the table of contents be presented to supplement the financia statements. Such
information, although not part of the financia statements, is required by the Governmental Accounting
Standards Board (GASB), who considersit to be an essentia part of financial reporting for placing the
financial statementsin an appropriate operational, economic or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’ s responses to our inquiries, the financial statements and other knowledge
we obtained during our audit of the financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Management has omitted the management’ s discussion and analysis that accounting principles generally
accepted in the United States of Americarequire to be presented to supplement the financial statements.
Such missing information, although not a part of the financial statements, is required by GASB who
considersit to be an essential part of financial reporting for placing the financial statementsin an
appropriate operational, economic or historical context. Our opinion on the financial statementsis not
affected by this missing information.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 10,
2017, on our consideration of ITS' internal control over financia reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report isanintegral part of an audit performed in accordance
with Government Auditing Standardsin considering ITS' internal control over financial reporting and
compliance.

BED L

Jackson, Mississippi
March 10, 2017



State of Mississippi

Department of Information Technology Services

Information Technology Services Fund
Internal Service Fund Type

Balance Sheet
June 30, 2016

Assets and Deferred Outflows of Resources
Current Assets
Cash
Accounts receivable
Due from other governments
Due from component units
Due from other funds

Tota current assets
Noncurrent Assets
Capital assets
Furniture and equi pment
Infrastructure

Land improvements and building
L ess accumulated depreciation
Net capital assets

Deferred Outflows of Resour ces

Total assets and deferred outflows of resources

See Notes to Financial Statements

$ 5257971
271,815
230,756
140,897

2,934,236

8,835,675

29,099,971
1,627,014

30,119,660

60,846,645

(25,424,251)
35,422,394

4,116,750

$ 48,374,819



Liabilities, Deferred Inflows of Resources and Net Position
Current Liabilities
Accounts payable
Accrued expenses
Due to other governments
Due to other funds
Current portion of lease payable

Total current liabilities
Noncurrent Liabilities
Net pension liability
L ease payable
Total liabilities
Deferred I nflows of Resour ces
Net Position
Net investment in capital assets
Unrestricted (deficit)

Total net position

Total liabilities, deferred inflows of resources and net position

$ 1,813,832
846,833
3,264

66,324

462,263

3,192,516

20,713,757

1,234,521
25,140,794

543,142

33,725,610

(11,034,727)
22,690,883

848374819



State of Mississippi

Department of Information Technology Services

Information Technology Services Fund
Internal Service Fund Type

Statement of Revenues, Expenses and Changes in Net Position

Year Ended June 30, 2016

Operating Revenues
Sale of supplies and services

Total operating revenues

Operating Expenses
Salaries
Travel
Contractuals
Commodities
Depreciation

Total operating expenses
Operating Loss
Nonoper ating Revenues (Expenses)
Contributions of capital assets
Interfund transfers

Interest expense

Net nonoperating revenues

Increasein Net Position
Net Position, Beginning of Y ear

Net Position, End of Year

See Notes to Financial Statements

$ 41,950,645

41,950,645

11,178,220
87,437
28,248,162
773,527

2,744,636
43,031,982

(1,081,337)

2,716,981
(500,000)

(99,904)

2,117,077

1,035,740

21,655,143

8522690883



State of Mississippi
Department of Information Technology Services
Information Technology Services Fund
Internal Service Fund Type

Statement of Cash Flows
Year Ended June 30, 2016

Cash Flows From Operating Activities

Cash received from customers $ 41,865,854
Other cash received 862,397
Cash paid to or on behalf of employees (10,295,285)
Cash paid to suppliers and others (30,025,532)
Net cash provided by operating activities 2,407,434
Cash Flows From Capital and Related Financing Activities
Nonoperating cash transfers (500,000)
Principal and interest payments on debt (1,181,100)
Capital expenditures (1,705,341)
Net cash used in capital and related financing activities (3,386,441)
Decreasein Cash (979,007)
Cash, Beginning of Year 6,236,978
Cash, End of Year $ 5,257,971
Reconciliation of Operating L ossto Net Cash Provided by
Operating Activities
Net cash from operating activities
Operating loss $ (1,081,337)
Depreciation 2,744,636
Adjustments to pension liabilities 891,995
Changesin operating assets and liabilities
Accounts receivable and due from other governments, component
units and other funds 734,099
Accounts payable, accrued expenses and due to other governments and
other funds (881,959)
Net cash provided by operating activities $ 2,407,434
Supplemental Cash Flows Information
Contribution of capital assets $ 2,716,981
Fixed assets in accounts payable $ 345,200
Interest paid $ 99,904

See Notes to Financial Statements



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements

June 30, 2016

Note 1.  Significant Accounting Policies
Background Information

The State of Mississippi, Department of Information Technology Services (ITS), an agency of the
State of Mississippi, follows fund accounting with respect to its funds and pursuant to applicable
state statutes. The Information Technology Services Fund No. 3360100000 (ITS Fund) isan
internal service fund responsible for the operations of the state data center, administration of
telecommunications, providing services for the development and planning of data processing, and
for the maintenance of the central telephone system. ITS operates as a cost recovery agency and is

funded by charging customer agencies, institutions and governing authorities for services described
above.

This fund represents a fund selected for audit by the State of Mississippi, Office of the State
Auditor, and the accompanying presentation does not purport to present the financial position, the
changesinitsfinancial position or, where applicable, the cash flows of ITS.

Basis of Presentation

The accompanying fund financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP), as prescribed by the
Governmental Accounting Standards Board (GASB).

Account Classifications

The account classifications used in the financia statements conform to the broad classifications
recommended in Governmental Accounting, Auditing and Financial Reporting, as issued by the
Government Finance Officers Association.

Basis of Accounting/Measurement Focus

The accounting records of the ITS Fund are maintained on the economic resources measurement
focus and the accrual basisin accordance with GAAP, issued by GASB, applicable to
governmental entities that use proprietary fund accounting. Revenues are recorded when earned,
and expenses are recorded when aliability isincurred regardless of the timing of the cash flows.

Use of Estimates

The preparation of financia statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets, deferred outflows of
resources, liabilities, deferred inflows of resources and disclosure of contingent assets and



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements

June 30, 2016

liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash consists of amounts on deposit with the State Treasury. For purposes of the statement of cash
flows, when applicable, ITS considers al highly liquid investments and certificates of deposit to be
cash equivalentsif they have a maturity of three months or less when acquired. There were no cash
equivalents as of June 30, 2016.

Accounts Receivable

Accounts receivable are reported net of allowances for uncollectible accounts, where applicable.
No allowance for uncollectible accounts was recorded as of June 30, 2016.

Interfund Receivables/Payables

Transactions between funds that are representative of short-term lending/borrowing arrangements
that have not resulted in the actual transfer of cash at the end of the fiscal year are referred to as
“due to or due from other funds.” Noncurrent portions of interfund payables, if any, are reported as
“advances to or advances from other funds.”

Capital Assets

Capital assets acquired, constructed or contributed by other government funds are recorded at
historical cost and depreciated using the straight-line method over the estimated useful lives of the
assets.

Net Position

Net position is classified in two components. Net investment in capital assets consists of capital
assets net of accumulated depreciation and reduced by the outstanding balances of borrowings used
to finance the purchase or construction of those assets. Unrestricted net position is remaining
assets and deferred outflows of resources less remaining liabilities and deferred inflows of
resources that do not meet the definition of net investment in capital assets.

Deferred Outflows/Inflows of Resources
Transactions not meeting the definition of an asset or liability that result in the consumption or

acquisition of net position in one period that are applicable to future periods are reported as
deferred outflows of resources and deferred inflows of resources.



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements

June 30, 2016

Classification of Revenues

The Fund has classified its revenues as either operating or nonoperating revenues according to the
following criteria:

Operating revenues — Operating revenues include activities that have the characteristics of
exchange transactions, such as telecommunication and consulting fees.

Nonoperating revenues — Nonoperating revenues include activities that have the characteristics of
nonexchange transactions, such as contributions.

Note 2: Cash and Other Deposits

Custodial risk istherisk that in the event of bank failure, a government’ s deposits may not be
returned. ITS deposit policy for protection of custodial risk is handled under a statewide collateral
program. The collateral for public entities' depositsin financial institutionsis held by the
depository bank in the name of the State Treasurer under a program established by the State of
Mississippi Legisature and is governed by Section 27-105-5, Miss. Code Ann. (1972). Under this
program, the entities’ funds are protected through a collateral pool administered by the State
Treasurer. Financial institutions holding deposits of public funds must pledge securities as
collateral against those deposits. In the event of failure of afinancial institution, securities pledged
by that institution would be liquidated by the State Treasurer to replace the public deposits not
covered by the Federal Deposit Insurance Corporation.



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements

June 30, 2016

Note 3: Capital Assets

Capital asset activity for the year ended June 30, 2016 was as follows:

2016
Estimated Beginning Ending
Useful Life Balance Additions Disposals Transfers Balance
Furniture and equipment 3-10years $26,234,339 $3,516,901 $ (802,054) $ 150,785 $29,099,971
Infrastructure 20 years 1,627,014 - - 1,627,014
Land improvements and 20-40 years 27,114,451 3,005,209 - 30,119,660
Construction in progress 1,754,586 766,315 (2,520,901)

56,730,390 7,288,425 (3,322,955) 150,785 60,846,645

Less accumulated depreciation

Furniture and equipment 20,642,444 2,111,412 (802,054) 150,785 22,102,587
Infrastructure 748,426 65,081 - 813,507
Land improvements and

building 1,940,014 568,143 2,508,157

23,330,884 2,744,636 (802,054) 150,785 25,424,251

Net capital assets $33,399,506 $4,543,789 $(2,520,901) $ - $35,422,394

Note 4. Capital Lease

In June 2012, ITS entered into a capital |ease agreement through the State of Mississippi to acquire
amainframe server. The original amount of the lease was $1,531,646, and the lease bears interest

at 2.86% per annum. 1TS makes semiannual payments, with the final payment due on April 10,
2017.

In December 2014, ITS entered into a capital |ease agreement through the State of Mississippi to

acquire electrical power monitoring systems, a switchboard and power infrastructure. The origina

amount of the lease was $2,376,361, and the lease bears interest at 3.79% per annum. TS makes
semiannual payments, with the final payment due on October 10, 2019. At June 30, 2016, funds
remaining to be spent under this agreement totaled $4,123 and are included within the cash line
item on the balance sheet.

10



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements

June 30, 2016

The capital lease activity for 2016 is summarized as follows:

Balance, July 1, 2015 $ 2,777,980
Additions
Principal payments (1,081,196)
Balance, June 30, 2016 $ 1,696,784

The future minimum commitments under capital lease as of June 30, 2016, are asfollows:

2017 $ 522233
2018 522,233
2019 522,233
2020 261,116

1,827,815
Less amount representing interest (131,031)
Present value of minimum lease payments $ 1,696,784

Assets under capital leases at June 30, 2016 totaled $3,269,000, net of accumulated depreciation of
$2,168,814.

Note 5: Pension Plan
Plan Description

ITS contributes to the Public Employees’ Retirement System (PERS), a cost-sharing, multiple-
employer defined benefit pension plan. PERS provides retirement and disability benefits, annual
cost-of -living adjustments (COLA) and death benefits to plan members and beneficiaries. Benefit
provisions are established by state law and may be amended only by the State of Mississippi
Legidature. PERS issues a publicly available financial report that includes financial statements
and required supplementary information. That information may be obtained by writing the Public
Employees’ Retirement System of Mississippi, PERS Building, 429 Mississippi Street, Jackson,

11



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements
June 30, 2016

M S 39201-1005 or by calling 601.359.3589 or 1.800.444.PERS or online at
http://www.pers.ms.gov.

Benefits Provided

For the cost-sharing plan, participating members who are vested and retire at or after age 60 or
those who retire regardless of age with at least 30 years of creditable service (25 years of creditable
service for employees who became members of PERS before July 1, 2011) are entitled, upon
application, to an annual retirement allowance payable monthly for life in an amount equal to
2.00% of their average compensation for each year of creditable service up to and including 30
years (25 years for those who became members of PERS before July 1, 2011), plus 2.50% for each
additional year of creditable service with an actuarial reduction in the benefit for each year of
creditable service below 30 years, or the number of yearsin age that the member is below 65,
whichever isless. Average compensation is the average of the employee’ s earnings during the four
highest compensated years of creditable service. A member may elect areduced retirement
allowance payable for life with the provision that, after death, a beneficiary receives benefits for
life or for a specified number of years. Benefits vest upon completion of 8 years of membership
service (4 years of membership service for those who became members of PERS before July 1,
2007). PERS aso provides certain death and disability benefits. In the event of death prior to
retirement of any member whose spouse and/or children are not entitled to aretirement allowance,
the deceased member’ s accumulated contributions and interest are paid to the designated
beneficiary.

A COLA payment is made to eligible retirees and beneficiaries. The COLA isequal to 3.00% of
the annual retirement allowance for each full fiscal year of retirement up to the year in which the
retired member reaches age 60 (55 for those who became members of PERS before July 1, 2011),
with 3.00% compounded for each fiscal year thereafter.

Contributions

Plan provisions and the PERS Board of Trustees' authority to determine contribution rates are
established by Mississippi Code Ann. Section 25-11-1 et seq., (1972, as amended) and may be
amended only by the Mississippi Legislature.

Policies for PERS provide for employer and member contributions at actuarially determined rates
that, expressed as percentages of annual covered payroll, are adequate to accumulate sufficient
assets to pay benefits when due. Contribution rates for PERS are established in accordance with
actuarial contribution requirements determined through the most recent June 30 annual valuation
and adopted by the PERS Board of Trustees. Employer contribution rates consist of an amount for
service cost; the amount estimated to finance benefits earned by current members during the year;
and an amount for amortization of the unfunded actuarial accrued liability. For determining
employer contribution rates, the actuary evaluates the assets of the plan based on afive-year

12



State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Notes to Financial Statements
June 30, 2016

smoothed expected return with 20.00% of ayear’s excess or shortfall of expected return recognized
each year for five years. Contribution rates are determined using the entry age actuarial cost
method and include provisions for an annual 3.00% cost-of-living increase calculated according to
the terms of the respective plan.

Employees are required to contribute 9.00% of their annual pay. The employer’s statutorily
required contribution rate for the year ended June 30, 2016, was 15.75% of annual payroall,
actuarially determined as an amount that, when combined with employee contributions, is expected
to finance the costs of benefits earned by employees during the year, with an additional amount to
finance any unfunded accrued liability. For the year ended June 30, 2016, contributions to the
pension plan from the ITS Fund were $1,306,822.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

At June 30, 2016, the I TS Fund reported a liability of $20,713,757 for its proportionate share of the
net pension liability. The net pension liability was measured as of June 30, 2015, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation
as of that date. The TS Fund’s proportion of the net pension liability was based on employer
contributions to PERS for the plan’ sfiscal year ended June 30, 2015, relative to the total employer
contributions of participating employersto PERS. At June 30, 2015 and 2014, ITS proportiona
share of employer contributions were .134000% and .133000%, respectively.

For the year ended June 30, 2016, the ITS Fund recognized pension expense of $2,198,817. At
June 30, 2016, the ITS Fund reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources.

Deferred Deferred

Outflows of Inflows of

Resources Resources

Difference between expected and actual experience $ 480,023 $ -

Changes in proportion 545,485 -

Change of assumptions 1,784,420 -
Net difference between projected and actual earnings

on pension plan investments - 543,142

Contributions subsequent to the measurement date 1,306,822 -

$ 4,116,750 $ 543142

13
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Information Technology Services Fund
Notes to Financial Statements

June 30, 2016

At June 30, 2016, the I TS Fund reported $1,306,822 as deferred outflows of resources related to
pensions resulting from employer contributions subsequent to the measurement date that will be
recognized as a reduction of the net pension liability in the year ending June 30, 2017.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related
to pensions will be recognized in pension expense as follows:

Year Ending June 30 Amount
2017 $ 870998
2018 794,620
2019 298,175
2020 302,993
$ 2,266,786

Actuarial Assumptions

Thetotal pension liability in the June 30, 2015, actuarial valuation was determined using the
following actuarial assumptions and other inputs:

Inflation 3.00%
Salary increases 3.75% -19.00%, average, including inflation
Investment rate of return 7.75%, net of pension plan investment expense,

including inflation

Mortality rates were based on the RP-2014 Healthy Annuitant Blue Collar Table Projected with
Scale BB to 2016, set forward one year for males.

The actuarial assumptions used in the June 30, 2015, valuation were based on the results of an
actuarial experience study for the period July 1, 2010 through June 30, 2014. The experience
report is dated May 4, 2015.

The long-term expected rate of return on pension plan investments was determined using alog-
normal distribution analysisin which best-estimate ranges of expected future real rates of return
(expected nominal returns, net of pension plan investment expense and the assumed rate of
inflation) are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighing the expected future real rates of return by the target
asset alocation percentage and by adding expected inflation.

14
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Information Technology Services Fund
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The target allocation and best estimates of arithmetic real rates of return for each major asset class
as of June 30, 2015, are summarized in the following table:

Long-term

Target Expected

Allocation Real Rate

Asset Class Percentage of Return
U.S. Broad 34% 5.20%
I nternational equity 19% 5.00%
Emerging markets equity 8% 5.45%
Fixed income 20% 0.25%
Real assets 10% 4.00%
Private equity 8% 6.15%
Cash 1% -0.50%

100%

Discount Rate

The discount rate used to measure the total pension liability was 7.75% at June 30, 2015. The
projection of cash flows used to determine the discount rate assumed that employee contributions
will be made at the current contribution rate (9.00%), and that participating employer contributions
will be made at the current employer contribution rate (15.75%). Based on those assumptions, the
pension plan’sfiduciary net position was projected to be available to make all projected future
benefit payments of current plan members. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liability.

15



State of Mississippi
Department of Information Technology Services
Information Technology Services Fund

Notes to Financial Statements
June 30, 2016

Sensitivity of the ITS Fund’s Proportionate Share of the Net Pension Liability to
Changes in the Discount Rate

The ITS Fund’ s proportionate share of the net pension liability has been calculated using a discount
rate of 7.75%. Thefollowing presentsthe ITS Fund' s proportionate share of the net pension
liability calculated using adiscount rate 1.00% higher and 1.00% lower than the current rate.

1% Current
Decrease Discount 1% Increase
(6.75%) Rate (7.75%) (8.75%)

Proportionate share of the net
pension liability $ 27302630 $ 20,713,757 $ 15,246,225

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’ s fiduciary net position is available in the separately
issued Comprehensive Annual Financial Report which can be obtained at http://www.pers.ms.gov.

Payable to the Pension Plan

At June 30, 2016, the ITS Fund had no amounts payable for outstanding contributions to the
pension plan required for the year ended June 30, 2016.

16
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State of Mississippi
Department of Information Technology Services

Information Technology Services Fund
Schedule of the Employer’s Proportionate Share
of the Net Pension Liability

2016 2015 2014

Employer’ s proportion of the net pension liability 0.134% 0.133% 0.126%
Employer’ s proportionate share of the net pension liability $ 20,713,757 $ 16,143,765 $ 17,458,481
Employer’ s covered-employee payroll $ 8,067,340 $ 7,672,033 $ 7,222/063

Employer’ s proportionate share of the net pension liability
as a percentage of its covered-employee payroll 256.8% 210.4% 241.7%

Plan fiduciary net position as a percentage of the total pension
liahility 61.70% 67.21% 61.02%
Information above is presented as of the measurement date.

Information is not currently available for prior years; additional years will be displayed as they
become available.



State of Mississippi

Department of Information Technology Services

Information Technology Services Fund
Schedule of the Employer’s Contributions

2016 2015 2014
Statutorily required contribution $ 1,306,822 $ 1,270,606 $ 1,320,893
Contributions in relation to the statutorily required contribution 1,306,822 1,270,606 1,320,893
Contribution deficiency $ - $ - $ -
Employer’ s covered-employee payroll $ 8,297,283 $ 8,067,340 $ 7672033
Contributions as a percentage of covered-employee payroll 15.75% 15.75% 15.75%

Information above is presented as of the employer’s most recent fiscal year.

Information is not currently available for prior years; additional years will be displayed as they become
available.

Changes in Assumptions:

In 2015 and later, the expectation of retired life mortality was changed to the RP-2014 Healthy Annuitant Blue Collar Table
Projected to 2016 using Scale BB rather than the RP-2000 Combined Mortality Table Projected, which was used prior to
2015. In 2015, the expectation of disabled mortality was changed to the RP-2014 Disabled Retiree Table, rather than the RP-
2000 Disabled Mortality Table, which was used prior to 2015. Withdrawal rates, pre-retirement mortality rates, disability
rates and service retirement rates were also adjusted to more closely reflect actual experience. In 2015, assumed rates of
salary increase were adjusted to more closely reflect actual and anticipated experience. Finally, the price inflation and

investment rate-of -return assumptions were changed from 3.50% to 3.00% and 8.00% to 7.75%, respectively.

18
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Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of the
Financial Statements Performed in Accordance with
Government Auditing Standards

Information Technology Services Board

State of Mississippi

Department of Information Technology Services
Jackson, Mississippi

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Sandards,
issued by the Comptroller General of the United States, the financial statements of the Information
Technology Services Fund of the State of Mississippi, Department of Information Technology Services
(ITS), which are comprised of a balance sheet as of June 30, 2016, and a statement of revenues, expenses
and changes in net position and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated March 10, 2017, which contained an Emphasis of
Matter paragraph regarding the financial statements.

Internal Control Over Financial Reporting

Management of ITSis responsible for establishing and maintaining effective internal control over
financial reporting (internal control). In planning and performing our audit of the financial statements, we
considered ITS' internal control to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of ITS' internal control. Accordingly, we do not
express an opinion on the effectiveness of ITS' interna control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on atimely basis. A material weaknessis a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of ITS financia statementswill not be prevented or detected and corrected on atimely basis. A
significant deficiency isadeficiency, or acombination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficienciesin internal control that might be material
weaknesses or significant deficiencies. Given these limitations during our audit, we did not identify any
deficienciesin internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Praxity.:
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether ITS' financia statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Sandards.

We noted certain matters that we reported to ITS management in a separate |etter dated March 10, 2017.
Purpose of this Report

The purpose of thisreport is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’ s internal
control or on compliance. Thisreport isan integral part of an audit performed in accordance with

Government Auditing Standardsin considering ITS internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

BED L

Jackson, Mississippi
March 10, 2017



