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Independent Auditors' 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 

The Commissioners 
Missouri Housing Development Commission 

We have audited the financial statements of Missouri Housing Development Commission (the 
Commission) as of and for the year ended June 30, 2006, and have issued our report thereon dated 
August 21, 2006. 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 Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the Commission's internal control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing our 
opinion on the financial statements and not to provide an opinion on the internal control over 
financial reporting. Our consideration of the internal control over financial reporting would not 
necessarily disclose all matters in the internal control that might be material weaknesses. A 
material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements 
caused by error or fraud in amounts that would be material in relation to the financial statements 
being audited may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions . We noted no matters involving the internal control 
over financial reporting and its operation that we consider to be material weaknesses. 

Compliance And Other Matters 

As part of obtaining reasonable assurance about whether the Commission's financial statements are 
free of ~aterial misstatement, we performed tests of its compliance with certain provisions oflaws, 
regul~bons, contracts and grant agreements, noncompliance with which could have a direct and 
m~t~nal effect o:1 the ~etermination. o~ financial statement amounts. However, providing an 
op1mon on compliance wit~ ~hose prov1s10ns was not an objective of our audit and, accordingly, we 
do not expres_s such an opm10n. The results of our tests disclosed no instances of noncompliance 
that are reqmred to be reported under Government Auditing Standards . 

~ u,ndependenlmembuol 

BAKER T ILLY 
INTERNATIONAL 



The Commissioners 
Missouri Housing Development Commission 

This report is intended solely for the information and use of the audit committee, manag~ment, and 
federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 

~LLP 

St. Louis, Missouri 
August 21, 2006 
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The Commissioners 
Missouri Housing Development Commission 

Compliance . . . . 
We have audited the compliance of Missouri Housing Development Commiss10n (the Commiss10n) 
with the types of compliance requirements described in the U.S ._ Office of Manage:nent a~d Budget 
(0MB) Circular A-133 Compliance Supplement that are applicable to each of its ma3or federal 
programs for the year ended June 30, 2006 . The Commission's ~ajor federal pr~gr~ms are 
identified in the summary of auditors' results section of the accompanymg Schedule ofFmdings and 
Questioned Costs. Compliance with the requirements of laws, regulations, contracts and grants 
applicable to each of its major federal programs is the responsibility of the Commission's 
management. Our responsibility is to express an opinion on the Commission's compliance based on 

our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and 0MB Circular A-
133,Audits of States, Local Governments, and Non-Profit Organizations. Those standards and 0MB 
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about 
whether noncompliance with the types of compliance requirements referred to above that could have 
a direct and material effect on a major federal program occurred. An audit includes examining, on a 
test basis, evidence about the Commission's compliance with those requirements and performing 
such other procedures as we considered necessary in the circumstances. We believe that our audit 
provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the 
Commission's compliance with those requirements. 

In our opinion, the Commission complied, in all material respects, with the requirements referred to 
above that are applicabl~ t? its major federal programs for the year ended June 30, 2006. However, 
the ~esults of o~r ~uditmg procedures disclosed an instance of noncompliance with those 
reqm~eme_nts, which is required to be reported in accordance with 0MB Circular A-133 and which is 
described m the accompanying Schedule of Findings and Questioned Costs as item 2006-01. 

~ iMindependeotmemb"or 

BAKER TILLY 
I NTEltNAT IONAL 
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The Commissioners 
Missouri Housing Development Commission 

Internal Control Over Compliance 
The management of the Commission is responsible for establishing and maintaining effective 
internal control over compliance with the requirements of laws, regulations, contracts and grants 
applicable to federal programs. In planning and performing our audit, we considered the 
Commission's internal control over compliance with requirements that could have a direct and 
material effect on a major federal program in order to determine our auditing procedures for the 
purpose of expressing our opinion on compliance and to test and report on the internal control over 
compliance in accordance with 0MB Circular A-133. 

Our consideration of the internal control over compliance would not necessarily disclose all matters 
in the internal control that might be material weaknesses . A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that noncompliance with applicable requirements oflaws, regulations, 
contracts and grants caused by error or fraud that would be material in relation to a major federal 
program being audited may occur and not be detected within a timely period by employees in the 
normal course of performing their assigned functions. We noted no matters involving the internal 
control over compliance and its operation that we consider to be material weaknesses. 

Schedule Of Expenditures Of Federal Awards 
We have audited the financial statements of the Commission as of and for the year ended June 30, 
2006, and have issued our report thereon dated August 21, 2006. Our audit was performed for the 
purpose of forming an opinion on the financial statements taken as a whole. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as 
required by 0MB Circular A-133 and is not a required part of the financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the financial 
statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial 
statements taken as a whole . 

This report is ~ntended ~olely for the information and use of the audit committee, management, and 
federal awardmg agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 

~LLP 
St. Louis, Missouri 
August 21, 2006 
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MISSOURI HOUSING DEVELOPMENT COMMISSION 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For The Year Ended June 30, 2006 

Federal 
CFDA Federal 

Federal Grantor/Pass-Through Grantor/Program Title Number Expenditures 

U.S. Department Of Housing And Urban Development: 
Direct: 

Section 8 New Construction and Substantial Rehabilitation 
HOME Investment Partnership Program 
Rural Housing and Economic Development 

Total U . S . Department of Housing and Urban Development 

Total Expenditures Of Federal Awards 

See the accompanying notes to schedule of expenditures of federal awards. 

14.182 
14.239 
14.250 

(In Thousands) 

$ 100,569 
26,575 

144 

127,288 

$ 127,288 
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MISSOURI HOUSING DEVELOPMENT COMMISSION 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

June 30, 2006 

1. General 

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all 
federal awards programs of the Missouri Housing Development Commission (the 
Commission) for the year ended June 30, 2006. 

The Commission also receives funds from the U.S. Department of Housing and Urba n 
Development (HUD) pursuant to HUD's Section 236 Program - Interest Reduction 
Payments - Rental and Cooperative Housing for Lower Income Families, Catalog of Federal 
Domestic Assistance 14.103. The objective of this program is to provide quality renta l and 
cooperative housing for persons oflow and moderate income by providing interest reduction 
payments to owners. These funds are received by the Commission as mortgagee pursuant to 
its various multifamily mortgage programs. Section 236 funds received by the Commission 
for the year ended June 30, 2006 were $1,731,000. Since these funds are interest 
supplements on loans made under this program in prior years, they are included in the 
Commission's interest income and are not included in the schedule of expenditures offederal 
awards. 

2. Basis Of Presentation 

The accompanying schedule of expenditures of federal awards is presented in accordance 
with the requirements of 0MB Circular A-133, Audits of States, Local Governments and 
Nonprofit Organizations. Expenditures are presented on an accrual basis whereby 
expenditures are recognized in the accounting period in which the liability is incurred. The 
basis of presentation is the same as that for the Commission's financial statements. 
However, expenditures are classified in a different manner. 

3. Additional Audits 

Grantor agencies reserve the ri?ht to conduct additional audits of the Commission's grant 
programs for econ~m? and efficiency and program results which may result in disallowed 
cost~ to the Comnnss10n. However, the Commission's management does not believe such 
audits would result in any disallowed costs that would be material to the Com · · , 
fi · l · · miss10n s mancia posit10n at June 30, 2006. 

4. Grants To Subrecipients 

The _Commission has agreements with various service providers to meet the objectives of 
apphca?le feder~l programs. The accompanying schedule includes $7,186,000 in federal 
expenditures which are passed through to subrecipients. 
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MISSOURI HOUSING DEVELOPMENT COMMISSION 

Notes To Schedule Of Expenditures Of Federal Awards (Continued) 

5. Analysis Of Undisbursed Cash 

Catalog Of Federal Domestic 
Assistance Number 

14.182 14.239 14.250 
(In Thousands) 

Undisbursed cash $ 1,600 $ 135 $ 405 

Amount due to HUD $1,600 $135 $ 405 
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MISSOURI HOUSING DEVELOPMENT COMMISSION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For The Year Ended June 30, 2006 

Section I - Summary Of Auditor's Results 

Financial Statements 

Type of auditor's report issued: 

Internal control over financial reporting: 
• Material weakness (es) identified? 

• Reportable condition(s) identified that are not 
considered to be material weakness(es)? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Material weakness(es) identified? 

• Reportable condition(s) identified that are not 
considered to be material weakness(es)? 

Type of auditor's report issued on compliance for major 
programs: 

Any audit findings disclosed that are required to be 
reported in accordance with section 510(a) of Circular A-
133? 

Identification of major programs: 

Unqualified 

yes x no 

yes x none reported 

yes x no 

yes x no 

yes x none reported 

Unqualified 

x yes no 

CFDA Number(s) 

14.182 

Name of Federal Program or Cluster 

Section 8 New Construction and Substantial 
Rehabilitation 

14.239 HOME Investment Partnership Program 

Dollar threshold used to distinguish between type A and 
type B programs: $3,818,640 

Auditee qualified as low-risk auditee? 
~ yes no 
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MISSOURI HOUSING DEVELOPMENT COMMISSION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 

For The Year Ended June 30, 2006 

Section II - Financial Statement Findings 

None 

Section III - Federal Award Findings And Questioned Costs 

U.S. Department of Housing and Urban Development 
HOME Investment Partnership Program 
CFDA No. 14.239 

Finding Number: 

Criteria: 

Condition: 

Cause: 

Effect: 

Amount Of 
Questioned Costs: 

Recommendation: 

2006-01 

Included in the 2006 Compliance Supplement, Special tests and 
provisions, the Commission is required to have different staff setting 
up projects and drawing down funds in HUD's Integrated 
Disbursement and Information System. 

During our documentation of internal controls, we noted that the same 
employee can set up projects and draw down HOME funds . 

A lack of segregation of duties at all times for these processes. 

The same person performing the dual function of project set up and 
funding draw downs violates compliance requirements. 

None 

The Commission should segregate the responsibilities for drawing 
down funds and setting up projects to enhance internal control in this 
area and comply with the HOME regulation. 
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MISSOURI HOUSING DEVELOPMENT COMMISSION 
CORRECTIVE ACTION PLAN 

For The Year Ended June 30, 2006 

Finding Number: 2006-01 

Condition: During our documentation of internal controls, we noted that the same 
employee can set up projects and draw down HOME funds . 

Corrective Action Plan: The changes in HOME personnel produced the temporary dual 
function of the same individual setting up projects and drawing down 
funds. The recent establishment of additional authorized personnel to 
draw down and approve HOME funds will ensure compliance of the 
segregation of duties . We have already implemented a procedure that 
would not allow the same individual to set up and draw down HOME 
funds . We continue to maintain effective internal control with the 
draw down process requiring a second staff approval and final 
approval from management. 

Responsible Party: Janell Thome, Director of Rental Production 

Date To Be Completed: Corrective Action was implemented in September 2006. 
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