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STATE OF MISSISSIPPI
                                       OFFICE OF THE GOVERNOR

RONNIE MUSGROVE
GOVERNOR

January 9, 2003

To the Members of the Legislature and the Citizens of Mississippi:

It is our pleasure to present Mississippi’s Comprehensive Annual Financial Report for the year ended June 30, 2002.  This 
report is the first for the State of Mississippi that incorporates a new financial reporting model for state and local governments.  
The report provides you with an overview and detailed information regarding the fiscal activity of our state government.

Like every other state in the nation, Mississippi has been affected by a sluggish national economy.  Revenue collections 
have not met the estimate, and as a result, difficult decisions have been made.  However, we have dealt with the challenges 
before us in a fiscally responsible manner, without raising taxes on the working people of this state.

We continue to commit ourselves to the full funding of education.  From sending our children to school ready to learn to 
adult learning programs, our investment in education is an investment in our future.  That investment must be kept strong.

Quality education also means quality jobs.  Our focus on creating quality, high-paying jobs for our people is still intense.  
Our efforts to recruit and retain industry in all areas of the state are paying off.  Every day, the world looks at Mississippi and 
realizes we are competing as never before.

Ensuring the access to quality health care for every Mississippian will always be a priority.  We are dedicated to making our 
health care programs the most efficient and effective in the nation, and health care professionals in the state have our support 
through medical malpractice reform.

Homeland security is on the forefront of people’s minds as we struggle to bring an end to terrorism and the threats of 
terrorism.  We have brought together agencies and officials from every level of government to construct emergency response 
plans, and we are ready.

There continue to be, and always will be, challenges for us.  Our job is to turn those challenges into opportunities for the 
people of Mississippi.  That’s what we’ve been doing, and the work isn’t slowing down.

Very truly yours,

RONNIE MUSGROVE

POST OFFICE BOX 139 • JACKSON, MISSISSIPPI 39205  • TELEPHONE: (601) 359-3150 • FAX: (601) 359-3741 • www.governor.state.ms.us













6

STATE OF MISSISSIPPI
DEPARTMENT OF FINANCE AND ADMINISTRATION

GARY ANDERSON
EXECUTIVE DIRECTOR

January 9, 2003

To Governor Musgrove, Members of the Legislature, and Citizens of the State of Mississippi:

It is my pleasure to transmit to you the Comprehensive Annual Financial Report (CAFR) of the State of Mississippi 
for the year ended June 30, 2002 as provided in Section 27-104-4, Mississippi Code Annotated (1972).  
Responsibility for both the accuracy of the data presented and the completeness and fairness of the presentations 
in the financial statements, including all disclosures, rests with the State’s management.  I believe the information as 
presented is accurate in all material respects and is presented in a manner which sets forth the financial position 
and changes in financial position of the State in conformity with generally accepted accounting principles (GAAP).  
All disclosures necessary to enable the reader to gain maximum understanding of the State’s financial activities 
have been included.

The 2002 CAFR is presented in three sections:  Introductory, Financial and Statistical.  The Introductory Section 
contains this letter, a list of state officials and an organization chart of state government.  The Financial Section 
includes the State Auditor's report, Management’s Discussion and Analysis (MD&A), the Basic Financial 
Statements, Required Supplementary Information, and combining financial statements.  The Statistical Section sets 
forth selected unaudited economic, financial trend and demographic information for the State on a multi-year basis.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the Basic 
Financial Statements in the form of MD&A.  This letter of transmittal is designed to complement MD&A and should 
be read in conjunction with it.  The State’s MD&A can be found immediately following the auditor’s report.

Profile of the Government

Mississippi is named for the Mississippi River, which forms its western boundary and empties into the Gulf of 
Mexico.  The name translated from Native American folklore means “Father of Waters.”  Mississippi was organized 
as a territory in 1798 and was admitted as the 20th state to the Union on December 10, 1817.  The State’s 
constitution separates the legal powers of state government into three distinct branches - the legislative, the 
executive, and the judicial.

The financial statements present information on the financial position and operations of state government as a 
single comprehensive reporting entity.  The State’s various agencies, commissions, departments and boards that 
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comprise the State’s reporting entity are included in this report in accordance with criteria established by the 
Governmental Accounting Standards Board (GASB).  The State's reporting entity is also comprised of its discretely 
presented component units for which the State is financially accountable or the State believes is misleading to 
exclude from the entity.  The criteria used in defining the State’s reporting entity are fully discussed in Note 1 to the 
financial statements.

The State provides a full range of services to enhance and protect the lives of its citizenry.  These services include, 
among others, education; health and social services; public safety and justice; recreation and resource development 
and protection; business regulation; and highway construction and maintenance.

Budgetary Process and Control

Mississippi state law requires both the Governor and the Legislative Budget Office to submit an overall balanced 
budget at the beginning of each annual session for the ensuing fiscal year.  Budgeted special fund expenditures 
may not exceed the aggregate of estimated revenues plus funds expected to be on hand at the beginning of the 
year, while budgeted General Fund expenditures may not exceed 98 percent of its aggregate.  The Legislature 
legally enacts an annual state budget through passage of specific departmental appropriation bills.  The Governor 
has the power to approve or veto each line item appropriation; however, vetoes are subject to legislative override.

For the majority of the appropriations, the legal level of budgetary control is at the agency level by activity or function 
as well as by major expenditure classification.  For those appropriations that are not delineated as to major 
expenditure classification, the lowest level of budgetary control is activity or function.  For the General Fund, 
allotments are established at or below the level of appropriation for each budgetary activity or function.  Special fund 
allotments may be escalated in excess of the original appropriation if revenues from federal funding sources exceed 
original estimates.  Budgetary control is maintained by a formal appropriation and allotment system monitored by the 
Department of Finance and Administration (DFA).  Unexpended appropriations at June 30 are available for 
subsequent expenditure if they have been encumbered and are presented for payment during the succeeding two-
month lapse period. 

The Budget Reform Act of 1992 created the Working Cash Stabilization Reserve Account (Account) and required 
that 100 percent of the unencumbered General Fund cash balance be deposited into the Account at the close of 
each fiscal year until the balance reached $40,000,000.  Thereafter, 50 percent of the unencumbered General Fund 
ending cash balance must be deposited into the Account until it reaches 7.5 percent of General Fund appropriations 
for the current fiscal year.  As required by law, the Account is not considered as a surplus or available funds when 
adopting a balanced budget.  In fiscal year 2003, $4,089,000, the entire 50 percent, was transferred from the 
General Fund to the Account for fiscal year 2002.

If at the end of October, or any month thereafter, General Fund revenue collections for the fiscal year fall below 98 
percent of the sine die estimate, DFA is required to balance the General Fund budget.  One action that may be 
taken is to reduce allotted expenditure authority to general fund agencies by the amount necessary so that 
expenditures do not exceed the actual General Fund receipts for the fiscal year.  Also, the Account balance, in 
excess of $40,000,000, may be permanently transferred to the General Fund to cover such deficits up to a 
maximum of $50,000,000 in any one fiscal year.  These transfers are restored to the Account out of future annual 
General Fund ending cash balances until the 7.5 percent maximum is again attained.  

Mississippi has utilized fiscal restraint in maintaining control over the budget.  DFA and the State Treasurer’s Office 
meet monthly to analyze, for cash flow needs and investment purposes, the amount of cash in the General Fund.  In 
spite of these difficult budget times, the State has not raised taxes to continue its operations and has worked with 
available resources.

Economic Conditions

Mississippi’s economy is still struggling to regain its footing after near-zero growth in 2001.  Economic indicators 
showed only modest improvement in 2002, with overall employment remaining unchanged.  However, the 
unemployment rate rose 1 percent during the same period.  Retail sales and state revenue collections increased 
somewhat, but not at the pace characteristic of previous recoveries. Indexes of consumer and business confidence, 
in line with these indicators, remained flat over the course of 2002, reflecting a wait-and-see mood.



8

In contrast with the rest of the nation, the number of persons employed in construction in the state was up 
substantially in 2002. Based on data through September, there were 5 percent more persons employed in this 
sector in 2002 than during the same period in 2001.  Besides construction, another sector showing improvement
was manufacturing, where employment rose from January through June 2002 before slipping slightly.  Despite its 
declining share in total employment, manufacturing still provides work for 17 percent of all persons employed in the 
state.  Mississippi’s top manufacturing exports in 2001, accounting for over 60 percent of the total, were 
transportation equipment (largely marine transport), chemicals, and machinery.

Overall, payroll employment was down 0.4 percent in the first three quarters of 2002 compared to the same period 
in 2001.  Increased employment in services (0.4 percent), wholesale trade (1.8 percent), government (1.6 percent) 
and construction (4.9 percent), was offset by drops in retail trade and manufacturing.  However, a few 
manufacturing industries began to rebound in 2002 in line with national trends.  Full economic recovery in the state 
depends upon further strengthening of this sector.

The nationwide slowdown in tourism contributed to a drop of about 3 percent in hotels and lodging employment in 
2002.   While gaming revenues continued to rise in 2002, the slow growth in business was reflected in the relatively 
low 2 percent increase in state funds from gaming taxes in fiscal year 2002, and in the low 0.9 percent increase in 
amusements employment in 2002.

Short-term Outlook

Mississippi experienced only slow growth of output and employment in 2002, as did the Southern region as a whole.  
A return to the State’s long-term growth path awaits the recovery of the manufacturing sector.  This recovery is now 
expected both nationally and in the state in mid-2003. Gross state product (GSP) is forecast to rise 1.9 percent in 
2003, somewhat above the estimated growth rate of 1.4 percent experienced in 2002.  By 2004, the growth rate is 
forecast to be 2.3 percent and rising.  Wage and salary employment, which stabilized in 2002 after dropping in 
2001, is expected to reach a positive growth rate of close to 1.0 percent in 2003, and 1.5 percent in 2004.  Personal 
income in the state grew 4.0 percent in 2001, and in 2002 increased at an estimated 3.6 percent rate.

Tax Commission collections for the General Fund reflect the slow growth of income.  In fiscal year 2002, revenues 
were down 1.4 percent from fiscal year 2001.  Based on data through October of fiscal year 2003, overall revenues 
are up a modest 3.1 percent in comparison to the same period in fiscal year 2002. 

For the southeastern region as a whole, the outlook is for a gradual return to growth rates of 3.0 percent and more.  
According to the Economic Forecasting Center of Georgia State University, gross regional product (GRP) is forecast 
to increase only about 1.3 percent in 2002 and 2.3 percent in 2003. It is expected that both the region and the nation 
will again be enjoying real growth rates above 3 percent by 2004, although the risks associated with possible military 
action in Iraq increase the uncertainties associated with this prediction.

Major Initiatives

Mississippi is continuing to make a mark as a leader in education.  On the heels of a historic teacher pay package 
that will lift our average teacher salary from 49th to 19th in the nation, the State is setting the standard in other areas 
of education.  The State was the first in the nation with an Internet-accessible computer in every classroom, a fact 
verified by the National Governors Association along with their comment that Mississippi is “at the head of the wave 
of technological innovation.”  The State’s test scores are up, and the Princeton Review ranked the testing system as 
the sixth best in the nation.  Approximately 62 percent of the State’s high school graduates, the tenth highest 
number in the country, are going to college.  Mississippi is holding on to its national ranking of sixth in the number of 
nationally board certified teachers.  The focus on education must continue with a budget that fully funds the 
programs necessary to ensure a strong foundation for our future.

Mississippi’s work in economic development has also continued without ceasing.  Before the Nissan plant is even 
completed, the company announced an expansion of the facility to boost the total investment to nearly $1.5 billion 
and more than 5,000 jobs.  This is a great sign of confidence in the work we are doing.  At the other end of the 
spectrum, Mississippi was also listed as one of the top ten states for small business survival in the nation.  Reforms 
to the civil justice and medical malpractice systems are further evidence that the State is, and always has been, 
open for business.

Key to any effort to better education and better jobs is better health care.  The State is continuing to make the 
Medicaid program the most effective and efficient program in the nation.  Aggressive efforts are being made to end 
the debilitating effects of diabetes and heart disease while working toward a healthier Mississippi.
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Internal Controls

State managers are responsible for establishing and maintaining internal control to ensure that government assets 
are protected from loss, theft or misuse, and to ensure that adequate accounting data is compiled to allow 
preparation of financial statements in conformity with GAAP.  Internal controls have been implemented to provide 
reasonable, but not absolute, assurance regarding the safeguarding of assets against loss from unauthorized use or 
disposition and the reliability of financial records for preparing financial statements and maintaining accountability for 
assets. The concept of reasonable assurance recognizes that the cost of a control should not exceed the benefits 
likely to be derived, and that evaluation of costs and benefits requires estimates and judgments by management.  
All internal control evaluations occur within this framework.  I believe that the State's internal controls adequately 
safeguard assets and provide reasonable assurance of proper recording of financial transactions.

Pension Benefits

The Public Employees' Retirement System of Mississippi (System) administers four defined benefit pension trust 
funds. The Public Employees' Retirement System (PERS) covers substantially all employees of the State and its 
political subdivisions.  Uniformed officers of the Department of Public Safety participate in the Mississippi Highway 
Safety Patrol Retirement System (MHSPRS).  Elected members of the State Legislature and the president of the 
Senate participate in the Supplemental Legislative Retirement Plan (SLRP) in addition to participating in PERS.  
Separate municipal retirement and fire and police disability and relief systems participate in the Municipal 
Retirement Systems (MRS).  The System is actuarially sound and the funding levels are managed to provide 
participants with a financially sound retirement.  Further information on the System can be found in Note 17 to the 
financial statements.

Debt Administration

The State Bond Commission, composed of the Governor, the Attorney General and the State Treasurer, approves 
and authorizes the sale and issuance of state bonds and notes in accordance with authorizing legislation and within 
the defined constitutional debt limit.  This limit is one and one-half times the sum of certain revenues collected by 
the State during any one of the four preceding fiscal years, whichever may be higher.  The State’s long-term 
indebtedness is comprised of general obligation and revenue bonds issued to finance specific programs and 
projects.  Further information on the State’s long-term debt can be found in Notes 9 and 11 to the financial 
statements.

Cash Management

As more fully explained in Note 4 to the financial statements, excess cash not needed to meet immediate 
requirements of the State is controlled by the State Treasurer and invested in compliance with state law.  The 
majority of the cash controlled by the State Treasurer is managed in pooled investment funds to safeguard assets 
and maximize interest earnings.  The State Treasurer invests the cash, including the cash float, in short-term 
securities and other investments such as certificates of deposit, repurchase agreements, obligations of the U. S. 
government, and certain other management type investment accounts with specifically defined portfolios.  The State 
Treasurer is also required to maintain an inventory of collateral pledged by state depositories to secure public funds 
for all governmental entities.  The market value of the collateral securities is recorded and monitored daily for 
changing market conditions.

Risk Management 

The State has elected to finance most exposure to risks for health and life benefits, tort liability, unemployment 
benefits and workers' compensation benefits through the retention of risk.  To assure that the State’s exposure to 
risk is minimized, the State incorporates various methods of loss control, statutory protection, limitation of liability, 
and contractually established performance criteria for the claims administrators.  Further information about risk 
management can be found in Note 19 to the financial statements.
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Other Information 
 
Pursuant to Section 7-7-211(d), Mississippi Code Annotated (1972), the State Auditor has performed an 
examination, in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States, of the State's basic financial statements. His unqualified opinion is presented as the 
first page of the financial section of this report.  Also, as required by federal law, the State Auditor has undertaken a 
single audit of the state as a whole, which will include a report on compliance and internal control over compliance 
on all federal funds expended by state government. This report, along with the report on compliance and internal 
control over financial reporting, will be published separately. 
 
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to the State of Mississippi for its Comprehensive Annual 
Financial Report for the fiscal year ended June 30, 2001.  This was the fifteenth consecutive year that the 
government has achieved this prestigious award.  In order to be awarded a Certificate of Achievement, a 
government must publish an easily readable and efficiently organized Comprehensive Annual Financial Report.  
This report must satisfy both accounting principles generally accepted in the United States of America and 
applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  We believe that our current Comprehensive 
Annual Financial Report continues to meet the Certificate of Achievement Program’s requirements and we are 
submitting it to the GFOA to determine its eligibility for another certificate. 
 
Preparation of this report was made possible by the dedicated services of the staff of the Bureau of Financial 
Reporting within DFA with the cooperation and support of the Office of the State Auditor and the various agency 
heads and employees who assisted and contributed to its preparation. 
 
 
 
 
 Respectfully yours, 
 
 
 
 
 
 
 
 
 Gary Anderson 
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Governmental Activities

Governmental activities increased the State’s net assets by $167,860,000.  This accounted for 78.8 percent of the total growth in 
net assets for the State.  While expenses exceeded program revenues by $4,332,250,000, general revenues (primarily taxes) of 
$4,511,135,000 were adequate to cover the remaining expenses.

Governmental Activities - Revenues by Source
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Business-type Activities

Business-type activities increased the State’s net assets by $45,118,000.  Expenses exceeded program revenues by 
$11,797,000, but general revenues for business-type activities amounted to $45,890,000.  The increase in net assets was 
related primarily to an increase of $31,806,000 in net assets for the State’s Unemployment Compensation Fund.  The 
Unemployment Compensation Fund in fiscal year 2002 received additional revenues from the federal government totaling 
$27,048,000.

Business-type Activities - Revenues by Sources
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Financial Analysis of the State’s Individual Funds

As noted earlier, the State uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. 

Governmental Funds

The governmental funds reported combined fund balances of $3,031,441,000 as of June 30, 2002. Of this total amount, 
$2,355,137,000, or 77.7 percent, constituted unreserved fund balance.  A significant portion of the unreserved balance, 
$2,155,212,000, was not available for new spending because it was designated through internally imposed limitations for 
specific purposes such as debt service, road and highway construction, future capital projects, and health care.

The General Fund is the chief operating fund of the State.  The General Fund reported an ending fund balance of 
$1,781,373,000, which reflects a decrease of $177,812,000.  The ending fund balance consisted of $612,098,000 reserved for 
specific purposes and $1,169,275,000 unreserved.  While General Fund revenues reported a slight increase, there were 
significant increases in expenditures for education (23.8 percent), health and social services (14.7 percent), transportation (15.7 
percent) and debt service (16.4 percent) during the year.

The Health Care Fund’s ending fund balance of $605,816,000 reflected a decrease of $15,095,000.  A decline in investment 
income and an increase in disbursements for health care services were the primary causes of the reduction in fund balance.

The Capital Projects Fund reported an ending fund balance of $407,681,000.  While total revenues decreased slightly and total 
expenditures increased slightly during the year, revenues exceeded expenditures by $9,968,000, resulting in an increase in net 
assets.

Proprietary Funds

As noted previously, the Unemployment Compensation Fund posted an increase in net assets of $31,806,000.  While benefits 
paid increased from the prior year by 44.5 percent, revenues from assessments increased by 78.4 percent.

The Port Authority at Gulfport Fund reported ending net assets of $107,955,000.  Although both total revenues and total 
expenses experienced a decline during the year, revenues exceeded expenses by $13,349,000, resulting in an increase in net 
assets.

The Prepaid Affordable College Tuition Fund experienced a decrease in net assets of $19,317,000.  This was due to a 
substantial decrease in the market value of investments, as well as a 94.9 percent increase from the prior year in benefits paid.  
Benefits paid rose as a result of an increase in the number of students in the program and higher tuition costs.

General Fund Budgetary Highlights

The original budget amounts for General Fund revenues were not revised during fiscal year 2002; however, actual General 
Fund revenues were $250,194,000 less than the budget amounts.  The net change from the original expenditure budget 
amounts as compared to the final budget was a decrease of $147,802,000, while actual expenditures totaled $6,604,000 less 
than the final budget.

The following summarizes the significant items impacting the budgetary amounts:

Tax revenues for sales, individual income, corporate income, and use taxes were $245,854,000 below their budgeted 
amounts.

The Governor authorized the maximum transfer of $50,000,000 from the Working Cash Stabilization Reserve Account 
Fund to the General Fund to cover the deficit in revenues.

General Fund budget reductions totaling $150,554,000 were mandated by the Department of Finance and 
Administration because of the shortfall in General Fund revenue collections.
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Capital Assets and Debt Administration

Capital Assets 

The State’s investment in capital assets for its governmental and business-type activities as of June 30, 2002, amounted to 
$10,847,019,000, less accumulated depreciation of $2,759,780,000, resulting in a net book value of $8,087,239,000.  This 
reflected a net increase in the State’s investment in capital assets for the current fiscal year of $522,513,000.  Depreciation 
charges for fiscal year 2002 totaled $262,238,000 for both governmental and business-type activities.  

Major capital asset events during fiscal year 2002 included the following:

Construction in progress additions for governmental activities were $640,922,000 related to roads, highways and 
bridges; $21,367,000 on the new Archives and History Building; $26,556,000 added to the Lockheed Martin project at 
the Stennis Space Center; and $9,923,000 for several other projects.  These other projects include renovation of the 
Sillers Office Building, a new pedestrian mall, and a new justice court facility, which will be part of the capital complex 
when completed.

Construction in progress additions for business-type activities were primarily related to the Port Authority at Gulfport for 
pier expansion and new berth facilities in the amount of $13,371,000.

Additions were made to governmental activities infrastructure in the amount of $688,194,000 for completed roads, 
highways and bridges.

Completed projects added to buildings for governmental activities included the Woolfolk Office Building at a cost of 
$34,287,000.

The State has outstanding long-term contracts related to the construction of state and county roads, highways, and bridges, as 
well as building projects for various state agencies.  Additional information about the State’s capital assets is presented in Note 
8 to the financial statements.

Land $ 177,305 $ 12,597 $ 189,902
Buildings 907,013 81,092 988,105
Land improvements 40,622 20,086 60,708
Machinery and equipment 139,637 5,854 145,491
Infrastructure 3,855,695 19,949 3,875,644
Construction in progress 2,803,927 23,462 2,827,389
     Total $ 7,924,199 $ 163,040 $ 8,087,239

Capital Assets, Net of Depreciation, as of June 30, 2002
(amounts expressed in thousands)

Governmental Total
Activities

Business-type
Activities Primary Government
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Debt Administration

The total general obligation bond debt outstanding for the State as of June 30, 2002 was $2,494,998,000.  General Obligation 
Refunding ($914,678,000), Capital Improvement ($678,207,000), and Gaming Highway Improvement ($308,705,000) bonds 
comprise 76.2 percent of the outstanding bond total.  These bonds were issued to refund current outstanding bonds; for capital 
improvements; and for highway, road, bridge, and related improvements in the counties where legal gaming is being conducted.  
During the fiscal year 2002, the State issued $365,135,000 in general obligation refunding bonds.  

Mississippi has a rating of “AA” from both Standard & Poor’s Rating Group, a division of The McGraw Hill Companies, and Fitch 
Investors Service, L. P., and a rating of “Aa3” from Moody’s Investors Service.  These ratings are based upon the State’s historic 
fiscal conservatism, manageable debt levels, favorable effects of various budgetary reform and its potential for future economic 
diversification.  Over the years the State has been able to borrow money at very competitive interest rates due to its strong 
credit rating.

The State’s constitutional debt limit is established at one and one-half times the sum of all revenues collected by the State 
during any one of the four preceding fiscal years, whichever may be higher.  Current practice restricts revenues included in the 
computation of this debt limitation to the following: taxes; licenses, fees and permits; investment income; rental income; service 
charges including net income from the Alcoholic Beverage Control Division; and fines, forfeitures and penalties.  As of June 30, 
2002, the State had established a constitutional legal debt limit of  $8,142,318,000, which significantly exceeds the amount of 
debt applicable to the debt limit.  Additional information about the State’s long-term debt can be found in Notes 9 through 14 to 
the financial statements.

General obligation bonds $ 2,442,581 $ 52,417 $ 2,494,998
Limited obligation bonds 151,535 151,535
Revenue bonds and notes 555 555
     Total $ 2,594,116 $ 52,972 $ 2,647,088

Activities Activities Primary Government

Outstanding Long-term Bonded Debt as of June 30, 2002
(amounts expressed in thousands)

Governmental Business-type Total

Economic Factors and Next Year’s Budget

The State’s unemployment rate increased from the calendar year 2001 average of 5.5 percent to an average of 6.5 percent for 
the twelve months ending November 2002.  The national rates for the same 2001 and 2002 time periods were 4.8 percent and 
5.8 percent, respectively.  Current inflationary trends in the region compare favorably to national indexes.

Following the precedent set in fiscal year 2002, the Governor asked state agencies to budget only 45.0 percent of their allotment 
for the first half of the fiscal year 2003 as a precautionary measure against revenue shortfalls.  General Fund revenues (cash 
basis) fell below the required 98 percent of the revenue estimate for the first six months of the year, requiring budgets to be 
adjusted to reflect the decline in revenues.  All General Fund agencies, except education related agencies, were directed to 
execute General Fund budget reductions totaling 1.6 percent or $21,954,000 for the first half of fiscal year 2003.  

Request for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a general overview
of the State of Mississippi’s finances and to demonstrate the State’s accountability for the money it receives. If you have any 
questions about this report or need additional financial information, contact: Department of Finance and Administration, Bureau
of Financial Reporting, P. O. Box 1060, Jackson, MS 39205.
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 Title 25, Article 11 of the Mississippi Code states that the Board of Trustees of the System will provide for the 
administration of the ORP program.  ORP participants direct the investment of their funds among three investment 
vendors.  Benefits payable to plan participants are not obligations of the State of Mississippi.  Such benefits and other 
rights of participants or their beneficiaries are the liability of the vendors and are governed solely by the terms of the 
annuity contracts issued by them.  As such, ORP is not considered part of the System’s reporting entity for financial 
reporting purposes. 

 
C. Actuarial Asset Valuation  
 
 By statute, actuarial valuations of PERS, MHSPRS and SLRP must be performed at least once in each two-year period as 

of June 30, with the most recent being June 30, 2002.  An actuarial valuation of MRS is required to be performed at least 
once in each four-year period as of September 30, with the most recent being September 30, 2001.  All plans presently 
have actuarial valuations performed annually.  Each valuation may be affected by changes in actuarial assumptions and 
changes in benefit provisions since the preceding valuation. 

 
D.   Funding Policy and Annual Pension Costs 
 

Contribution provisions for PERS, MHSPRS and SLRP are established by state statute and may be amended only by the 
State Legislature.  Contribution provisions for MRS are established by state statute, annual local and private legislation 
and may be amended only by the State Legislature. 

 
The following table provides information concerning funding and actuarial policies (amounts expressed in thousands): 

 
 PERS MHSPRS MRS SLRP 
Contribution rates:     
  State 9.75% 26.16% N/A 6.33% 
  Other employers 7.75% N/A .49 - 9.19 mills N/A 
  Plan members 7.25% 6.50% 7.00 - 10.00% 3.00% * 
Annual pension cost $ 428,122 $ 5,710 $ 11,276 $ 380 
Employer contributions made $ 428,122 $ 5,710 $ 14,197 $ 380 
Actuarial valuation date June 30, 2002 June 30, 2002 Sept. 30, 2001 June 30, 2002 
Actuarial cost method Entry age Entry age Entry age Entry age 
     
Amortization method Level 

percent 
open 

Level 
percent 
open 

Level 
dollar 
closed 

Level 
percent 
open 

      
Remaining amortization period 22.5 years 27.3 years 33 years 13.1 years 
     
Asset valuation method 5-year 

smoothed 
market 

5-year 
smoothed 

market 

5-year 
smoothed 

market 

5-year 
smoothed 

market 
      
Actuarial assumptions:     
  Investment rate of return 8.00% 8.00% 8.00% 8.00% 
  Wage inflation rates 4.00% 4.00% 4.00% 4.00% 
  Projected salary increases 1.00% - 14.00% 5.5% - 10.20% 6.00% 5.00% 
  Increase in benefits after retirement 3.00% ~ 3.00% @ 2.00% - 3.75% # 3.00% ~ 

* 
    
   In addition to 7.25% required by PERS. 

@    Calculated on simple interest basis. 
~    Calculated 3% simple interest to age 55, compounded each year thereafter. 
#    Varies depending on municipality. 

 

































Debt Service Funds

Debt Service Funds account for transactions related to resources obtained and accumulated to pay principal and interest on 
general long-term debt which have been authorized and issued to provide funds for constructing and improving state-owned 
facilities (including ports, university facilities, public schools, parks, bridges and roads), to provide loans to facilitate and 
promote further economic development and for the purpose of refunding outstanding bonds of the state.

Permanent Funds

Permanent Funds account for transactions related to resources that are legally restricted to the extent that only earnings, and 
not principal, may be used for purposes that benefit the government, such as, funds received in royalties and lease of state-
owned land that will be used for education improvement, and wildlife endowment funds to be used to acquire land.
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