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EXECUTIVE SUMMARY 

 

In accordance with our audit plan for the fiscal year ending June 30, 2020, we completed an examination in February 2020 of selected loan accounts and operations 

of the Department of Development Services (DDS) Housing Division.  We also reviewed all loan accounts in Development Services including Blight Remediation, 

Economic Development, and Small Business and Community Development.  The purpose of the examination was to evaluate and test internal accounting and 

operating controls, transactions processed and make appropriate recommendations. We reviewed the results of our examination with, E. Johnson, Director, DDS and 

B. Mathews, Director Housing Division; and, other responsible members in the department. The issues, which follow, include recommended operating improvements 

and management’s responses and action steps. We will follow up to make sure that management’s action plans, as agreed, are implemented. 

 

In general, we found that efforts to monitor and collect outstanding principal and interest balances needed considerable improvement. We thank DDS management 

for their cooperation and courtesies extended to us during the audit. 

BACKGROUND 

 

The Housing Division of DDS strives to increase homeownership, new housing construction, and substantial rehabilitation through several loan programs, 

including the Home Investment Partnership Program (HOME), House Hartford Homebuyer Assistance Program, and the Housing Preservation Loan Fund 

Program.  These programs receive funds from the U.S. Department of Housing and Urban Development’s (HUD’s) HOME entitlement grant programs to promote 

economic development, stabilize neighborhoods, and improve the tax base.  The loans are underwritten by the City’s Housing Division and after the loans have 

closed, they are submitted to the Connecticut Housing Investment Fund (CHIF) to be serviced.  The Housing Division of DDS is also responsible for administering 

down payment assistance loan funds and related “in-house” portfolios.  This includes underwriting and issuing loans and ensuring that interest and principal 

balances are accounted for and paid as required.  Some of the loan balances are forgiven over the life of the agreement if the property owner meets stipulated 

terms and conditions.  Loans are recorded and maintained in the City’s financial management system.  The following are active housing loan programs: 

  

1. The Home Investment Partnership Program (HOME) provides funding from Community Development Block Grants (CBDG) to eligible property owners, 

as well as to non-profit and for-profit agencies, and Community Housing Development Organizations for the new construction or rehabilitation of affordable 

housing in Hartford.  Preference will be given to applications that include homeownership, eliminate blight, reduce existing density through demolition and 

reconfiguration, and provide adequate parking and open space.  Funding through this program must benefit low-income and very low-income households.  

These loans are administered by CHIF.  As of June 30, 2019, there were 22 HOME loans with an outstanding loan balance of $11,830,446. 

 

2. The House Hartford Homebuyer Assistance Program assists low and moderate-income homebuyers with down payment assistance for purchasing one to 

four family homes.  Potential homebuyers can receive up to 20% of the purchase price in down payment assistance, not to exceed $40,000. This program is 

funded through HUD’s HOME Grant with a second mortgage lien on the property and the loan is forgiven over a 5 to 15 year period as long as the homebuyer 

maintains the home as his/her primary residence. As of June 30, 2019, there were 184 outstanding loans with an outstanding loan balance of $3,615,560. 



 

3. The Housing Preservation Loan Fund (HPLF) Program offers affordable loans to homeowners to make needed repairs and improvements to their properties.  

The program is funded by CDBG from the federal government and administered by CHIF.  An eligible homeowner can borrow up to $10,000 with no 

interest and no principal payments until the transfer of the title to a non-borrower.  At that time, the deferred loan’s full principal amount is due.  Other loan 

amounts are also available at low monthly interest rates with low monthly payments with a maximum 10-year term.  As of June 30, 2019, there were 233 

loans with an outstanding loan balance of $3,127,572. 

 

 

The following home loan programs are no longer offered by the Housing Division; however, unpaid loan balances are still outstanding as follows: 

 

 

4. Urban Homesteading Loans - 7 loans with a principal balance of $107,730 administered through CHIF. 

5. Rental Rehabilitation Program Loans - 3 loans with a principal balance of $138,528 administered through CHIF. 

6. Housing Development - 1 loan with a principal balance of $57,299 administered through CHIF. 

7. Lead Abatement - 1 loan with a principal balance of $159,610 administered through CHIF. 

8. CCEDA Home Program - 6 loans with a principal balance of $1,284,289 administered through CHIF. 

9. Older Home Loan programs (Appraisal Gap, Hartford Restoration, Home Ownership Development, etc.) managed in house – 827 loans for a total of 

$21,340,394. 

 

 

 The following loan portfolios were also reviewed: 

 

10. Economic Development - 2 loans with a principal balance of $68,433 administered through CHIF. 

11. CIP Funded Program - 1 loans with a principal balance of $665,000 administered through CHIF. 

12. HEDCO and Greater Hartford Business Development Center – A total of 216 loans for a total of $5,953,500 for HEDCO and 1 loan for $1,100,493 for the 

Greater Hartford Business Development Center.   

13. 20 Individual Business and Commercial loans for a total of $15,558,769 which are either forgivable or a payment is due at the end of the term. 

 

 

As of June 30, 2019, there were 1,524 loans with principal balances totaling more than $65 million recorded in the City’s financial statements.  This includes 

$54,644,052 in CDBG funds, $4,413,490 in State funds, and $8,705,314 in other loans.  During the fiscal year ending June 30, 2019, about $1.4 million in principal 

and interest was paid on these loans. 

 



SCOPE 

 

The scope of this review included various tests of housing loans issued and outstanding as of fiscal year ending June 30, 2019.  The following procedures were 

performed: 

 

 Review and evaluate all relevant procedures, internal operating and accounting controls, and City ordinances. 

 

 Review and determine if home loans are issued in accordance with underwriting guidelines and that all loans are properly recorded. 

 

 Review and test principal and interest payments to verify that outstanding balances are being paid and recorded in accordance with loan agreements 

and that the loans are properly recorded in the City of Hartford’s financial records. 

 

 Review and test to verify real estate taxes have been paid and the property has not changed ownership for selected down payment assistance loans. 

 

 Review and test delinquent loans to verify that they have been referred to a collection agency; the collection agency is remitting any and all 

collections; and the housing loan department is notified. 

 

 Review delinquent loans returned from the collection agency as uncollectible and verify that these loans are reported to the appropriate parties for 

further action. 

 

 Review lien procedures and verify that all selected loans have been properly secured with a lien to the property recorded in the City’s Town Clerk 

land records. 
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Housing Preservation Loans 

Issue 

At the time of our review, there were 233 Housing Preservation loans with outstanding principal balances totaling more than $3,127,573.  During the fiscal year 

ended June 30, 2019, approximately $473,656 in principal and interest was paid on these loans.  Various tests of these loans, balances, payments of principal and 

interest and reviews of related operations disclosed the following: 

 

 47 Housing Preservation loan accounts with principal balances totaling more than $649,551 had not made any payments for periods of four to 20 years, 

indicating a lack of collection activity   

 29 loans had matured in the amount of $310,938 but were not adjusted, indicating a lack of oversight 

 6 loans had been foreclosed in the amount of $111,494, but were not written off, indicating a lack of oversight 

 3 loans had a transfer of ownership due to sale of properties in the amount of $32,176 but were not adjusted, indicating a lack of oversight 

 1 loan was foreclosed by a mortgage holder in the amount of $10,817 bus was not written off, indicating a lack of oversight 

 

Cause 

Staffing levels were periodically inadequate to properly follow-up on outstanding loan balances with a high level of consistency. 

 

Effect 

Loan balances become uncollectible due to foreclosures and change of property ownerships, resulting in a reduction of funds available to continue programs. 

 

Recommendation 

 

We recommend that DDS management explore other options for improving and expediting the monitoring and collection of these and other past due loans 

payments.  Receiving payments help to fund future programs. 

 
 

Management’s Response and Action Plan: 

 

Due Date:  December 30, 2020 

 

Responsible Person:  Brian Mathews, Director Housing Division, Department of Development Services 
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Over a 15-year period, some form of loan collections activity has occurred for all 47 of the HPLF loans indicated.  These forms include:  

 

 Correspondence/phone calls initiated by housing staff; 

 Hiring a collection agency from 2011-2013;  

 

 Loan modification and restructuring actions initiated by housing staff; and 

 Most commonly, a Delinquent Loan Committee process supported by Housing Staff.    

 

Continued delinquency of some loans does not indicate a lack of collections activity over the course of years. 

 

Historically, the city’s homeownership rate has hovered around 25%. As a result, the city’s policy has been to resist foreclosure action on low/moderate 

income homeowners who fail to remain current on loan payments.  In 15 years, there is no known instance of Corporation Counsel initiating a foreclosure 

action against a low/moderate income Hartford homeowner. 

 

In all instances, HPLF loans represent secondary mortgages that are subordinate to a lender’s first mortgage position.  When owners failed to pay their 

primary mortgage payments, those banks/lenders foreclosed on homeowners.  Because HPLF loans are subordinate and are non-recourse loans, the city’s 

interests represented by these loans was extinguished.  

 

There are very few transactions where properties are sold or conveyed to new owners where the closing attorneys or title companies fail to payoff the 

secured city loan.  Three instances where this occurred are below: 

 

a. 44-46 Lenox Street, loan amount $6,009.92.  Loan was originated in November 1985.  Property’s tax liens were purchased by American Tax 

Funding, who foreclosed and sold to Mike Reiner in April 2010.  City’s interest was extinguished.  Course of Action: Loan must be written off 

by Finance Department. 

 

b. 104 Allen Place, HPLF loan amount of $22,902.73 to Rupert Daniels in October 2005.  Daniels sold property on June 2017.  The closing 

attorney and title company failed to pay off the city loan.  Course of Action: DDS staff to contact new owner, secure title company information, 

and request loan payoff.  

 

c. 171 Homestead Avenue, HPLF loan amount of $3,263.13 issued to Vernon Forde in September 2000.  Property was Quit Claimed in August 

of 2002 to T. Coleman, who assumed the first mortgage bank payments. Collections activity occurred in 2005 when DDS unsuccessfully sought 

either full payment or monthly payment arrangements.  Course of Action: DDS staff to contact new owner and demand full payment or 

repayment plan.  No title company involved. 

 

Please note that there is no “tickler” system that flags a property when it has sold or transferred. The City, along with the entire mortgage industry 

relies heavily on closing attorneys and title companies to conduct mortgage transactions legally and in good faith. 
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Management’s Recommended Action Steps 

  

Capital for Change, Inc. (C4C) is the City’s third-party loan servicer.   C4C was previously only responsible for the collection of loan payments for accounts 

that were less than 120 days past due.  In an attempt to realize improved collections outcomes, the City’s Department of Development Services has negotiated 

with C4C a fee structure and a process for protracted collections activities related to loans categorized as 120+ days delinquent.  

 

Standard Services provided by C4C are as follows: 

 

 A loan payment is due on the first of the month – where a late payment of five dollars is due if a payment is received on or after the 15th of the month  

 Day 16 – C4C will generate second notice statement with late charge fee and will place a phone call to borrower. 

 Day 30 – C4C will send out a statement requesting payment for two months plus one late charge fee. 

 Day 45 –C4C will send out a letter soliciting payment with mild warning. 

 Day 55 – C4C will follow-up with a telephone call to make arrangements to bring account current. 

 Day 60 – C4C will issue a loan statement requesting payment for three months plus two late fee charges. 

 Day 75 – C4C will issue a warning letter indicating that at 120 days, the account will be forwarded to the City of Hartford Housing Division for further 

collections activity 

 Day 90 – C4C will issue a loan statement requesting payment four months plus three late fee charges, along with a final notice indicating that the account 

will be referred to City of Hartford’s Housing Division for more severe collections activity  

 

120 Delinquency Threshold -  

 

 Day 120 – If meaningful communications have been established with the client and one or more payments have been received, C4C will continue to follow 

up on the account in an effort to bring the account current. 

  Day 120 - If no such communication has been established and no payments tendered, the account will be referred to the City of Hartford, DDS Housing 

Division, for further review 

  C4C will maintain delinquent client file records   

  C4C will update the “comments field” of the 120+ Past Due Detail Report in order to memorialized collection efforts to date 

*Accounts will remain active in collection status until C4C is notified by the City’s Corporation Counsel Office. 

 

DDS/Housing Division Staff Duties will include: 

 

1. The Department will review the 120+ Delinquent Past Due Detail Report after receipt from C4C. 
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2. Upon receipt of a referral of accounts which are 120 days past due from C4C, Housing Staff will check the Unofficial Assessment Records for Ownership 

Changes.   

3. Housing Staff will remove those delinquent accounts associated with a change in ownership due to sale or quit claim  

4. The remaining 120+ delinquent files will be forwarded to the Finance Department for Review  

5. Finance will review these 120+ days delinquent accounts and re-assign these accounts to C4C for additional collections activity 

6.  C4C will charge to the City a fee of $1.25 per collection letter issued 

7.  C4C will mail/issue a total of two collection letters per month, for 3 consecutive months.   

8. At 210 days’ delinquent, C4C will return the list of uncollectible delinquent accounts to the City of Hartford’s Finance Department and to Housing Division 

staff.  

9. Housing staff will determine the City’s mortgage position with respect to other lenders.  

 

(For unsecured business loans – Skip to Step 16) 

 

10. The Tax Collector will be consulted to determine if there are any tax delinquencies.   

11.  Imagineers will be contacted to determine the presence of any Section 8 residents in units/properties associated with delinquent loans (Displacement 

Avoidance) 

(N/A for commercial loans)  

 

12. If Section 8 tenant(s) reside in the property, Imagineers will be instructed to issue moving packets to affected residents (N/A for commercial loans)  

13. Housing Staff will use Zillow/Trulia to determine a rough estimate of property value 

14. Housing staff will conduct a visual exterior inspection of the property to determine its occupancy status and general physical condition  

15. Housing staff will determine if there appears to be any significant equity in the property. 

16. Housing staff will prepare a written memo/referral to the Delinquent Loan Review Committee.  

17. The DLRC will convene and determine which loans will be forwarded to Corporation Counsel. 

18. Housing staff will prepare a memo on behalf of the DLRC where findings and recommendations will be submitted to Corporation Counsel for further legal 

collection. 

19. Corporation Counsel action may include judgements, garnishments, or foreclosure. 

20.  Each 120+ loan referred to Corporation Counsel will continue to be maintain by C4C in its 120+ Delinquent Past Due Detail Report until the City’s 

Corporation Counsel Office provides in-writing notification that formal legal proceedings have commenced. 
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Hartford Restoration Loan Program 

Issue 

A number of loan/grant accounts are overstated as follows: 

 Audit reviewed 20 Hartford Restoration Project – Blight grants which are forgivable loans over a period of time and noted that the accounts receivable 

balance is overstated. The spreadsheet lists the remaining balance or accounts receivable balance as $512,502; however; per audit’s testing, the balance 

should be $121,130, an overstatement of $391,372. 

 

Cause 

It appears the spreadsheet was not accurately updated as of June 30, 2019. 

 

Effect 

The accounts receivable balance is overstated. 

 

Recommendation 

We recommend that the spreadsheet be updated each year to accurately reflect the accounts receivable balance. 

 
 

Management’s Response and Action Plan:   

 

Due Date:  December 30, 2020 

 

Responsible Person:  Michael Perez, Blight; Ray Singh -Finance 

 

The blight team at DDS have now updated the loan portfolio to be current. 

 

Ray Singh, Finance:  The Finance Department has made multiple requests year after year to the Blight Department asking them to review their Blight Portfolio 

for compliance and to provide their approval to forgive loans based on time elapsed.  Our request went unanswered for a few years, however, recently, Mr. Mike 

Perez in his capacity as Acting Blight Director responded to our request immediately and we were able to bring the loan portfolio current. 
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Management’s Recommended Action Steps 

The Blight Director will produce an updated list of blight grant and activities on a quarterly basis. Upon completion, the updated information will be 

submitted to the Finance Department for its review. 
 

 

HEDCO 

Issue 

The City of Hartford entered into a Merchant Loan Program with HEDCO in January 1985 with a 15-year term.  Three Letters of Amendments were added 

extending the contract through January 2020.  The City of Hartford Chief Operating Officer was aware of the lack of management controls at the City level and 

initiated a review by an external accounting firm. Based on a review of the loan summary report as of May 31, 2019, the following issues were noted: 

 Out of a total of 216 loans with a total of $5,953,500, only 13 of the loans are current, with the last loan approved dated in 2017.   

 Three loans are delinquent between 16 and 120 days; 52 loans are in bankruptcy and 148 are delinquent greater than 121 days.  

 

Cause 

Responsibility and accountability has not been enforced. 

 

Effect 

The accounts receivable balance is overstated. 

 

Recommendation 

We recommend that the agreement not be extended and uncollectible loans be written-off. 

 
 

Management’s Response and Action Plan: 

 

Due Date:  December 30. 2020 

 

Responsible Person: Don Chapman, Small Business; Erin Howard, Economic Development 

 



Department of Development Services – Loan Account Administration and Operations  

Issues List 

10 

 

 

 

In 2019, HEDCO requested that the City of Hartford consider renewing its contract with HEDCO for the Merchant Loan Program which was scheduled to 

expire in January 2020.  Prior to agreeing to the request, the Chief Operating Officer engaged Cohn Reznick to review the existing HEDCO contract, along 

with the current status of the revolving loan fund managed by HEDCO.   

 

Management’s Recommended Action Steps 

 

1. DDS Director is working with HEDCO and Grants Management Team to identify a suitable /eligible use of funds for the MRLF programs that are  

currently in HEDCO’s custodial care. MRLF lending activities have been suspended. 

 

2. DDS Director has changed the scope of work of HEDCO CBDG Contract for FY20, to include specific deliverables associated with the collection 

of past due balances on the MRFL portfolio. 

 

3. Going forward, if City of Hartford contracts with HEDCO the following things will be in effect (a) clear performance benchmarks will be established 

for all program activities; (b) there will be requirements that HEDCO provide the approval monthly or quarterly financial statements as well and an 

annual report of all contracted activities.  

 

4. DDS, HEDCO, and the Finance Department working in concert, shall develop a plan to write-off defaulted loans under the MLRF Program. 

Currently these loans sit as payables on both HEDCO and City’s financial or program statements.  Assistance from outside accounting/audit team 

will be required to make sure that City works to adhere to any applicable Federal guidelines under which the original loans were awarded. 

 

 
Home Program Z-Loans 

 

Issue 

At the time of our review, there were 22 Home Program z-Pool loans with outstanding principal balances totaling more than $11,830,445.  During the fiscal 

year ended June 30, 2019, approximately $594,877 in principal and interest was paid on these loans.  Various tests of these loans, balances, payments of principal 

and interest and reviews of related operations disclosed the following: 

 

 One loan recipient had not made any payments against the principal balance totaling more than $475,624 for approximately 12 years.  In addition, 

the loan recipient owed the City of Hartford more than $123,211 in real property taxes.  

 One loan recipient had not made any payments against the principal balance totaling $340,691 for approximately 5 years and owed more than 

$245,937 in related real property taxes. 
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Cause 

Staffing levels were periodically inadequate to properly follow-up on outstanding loan balances and to adequately determine that loan recipients are in 

compliance with the term and conditions of the loan agreements. 

 

Effect 

The accounts receivable balance is overstated. 

 

Recommendation 

 

We recommend that DDS management explore other options for improving and expediting the monitoring and collection of these and other past due loans 

payments.  Receiving payments help to fund future programs. 

 

 

Management’s Response and Action Plan: 

 

Due Date:  December 30, 2020 

 

Responsible Person:  Brian Mathews, Director Housing Division, Department of Development Services 

   

 HOME funds are federal funds and not general funds, and 20 of the 22 loans are not delinquent 

 HOME funds are secured against the property 

 A city-initiated foreclosure against a HOME assisted unit within that property's 15-year affordability period would result in the general fund 

reimbursing HUD for the principal balance of the existing HOME loan 

 Foreclosure would also result in tenant displacement 

 

Item 1: HOME loan issued to a six-unit residential structure owned by Neville Radway. Origination in 2004. Construction completed in 2006. Collections efforts 

(letters, site visits) were ineffective. With the HUD Affordability period ending in January 2021.  Foreclosure with no impact to the general fund would then possible 

as a legal remedy.  

 

Course of Action:  DDS to begin issuing demand for payment notices immediately. If no payment arrangements are agreed to, the Delinquent Loan Committee 

will recommend foreclosure action and forward to Corporation Counsel after February 1, 2021, 

 

Item 2: HOME Loan issued to Vesta Corp in July 2000 for $1,443,000.00. The 37-unit project completion date was March of 2002. Windsor Property assumed 

loan, LLC owned by Sam Hecht in November 2004.  10 Year affordability period ended in March 2012. Payments up to and after 2012 were sporadic at best.  All  
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collections efforts failed.   Gina Varano/Brian M. in September 2015, extracted an $808k lump sum payment from Windsor Property after a fire and insurance 

settlement.  Demand letters and emails were sent out since lump sum payment, which yielded no payment resolution.  

 

Course of Action:  DDS to issue demand for payment notices for a period of 3 months beginning on July 1, 2020 and ending September 1, 2020.  If no payment 

arrangements are agreed to, a recommendation for foreclosure will be issued by the Delinquent Loan Committee to Corporation Counsel. 
 

Management’s Recommended Action Steps 

 

HOME loans that experience foreclosure within the loan’s 15-year affordability period will adversely affect the City’s general fund. 

 

Course of Action goring forward: 

 
1. For HOME loans less than five (5) years old and 120+ days delinquent, DDS staff will follow the revised Delinquent Loan Procedures 

document. 
 

2. For HOME loans greater than five (5) years old and 120+ days delinquent, DDS will take action to modify or restructure non-performing 

loans Such action does not require City Council approval. 
 

3. For all 120+ days delinquent loans outside of HUD’s 15-year affordability period, DDS can employ step 1, 2 or both.  If either methodology 

fails to yield results, a foreclosure action may now be considered as a legal remedy with no liability to the general fund. 

 

 
Discontinued Loans 

 

Issue 

At the time of our review, there were 6 discontinued loan programs, and 16 individual loan accounts, serviced by the City of Hartford with outstanding principal 

balances totaling approximately $1.2 million.  During the fiscal year ended June 30, 2019, approximately $46,600 in principal and interest was paid on these 

loans.  Various tests of these loans, balances, payments of principal and interest and reviews of related operations disclosed the following: 

 

 One loan recipient had not made any payments, since the issuance of the loan in September 1989, totaling $30,000 and owed property taxes totaling 

approximately $48,105. 

 Crown Gardens Condominiums is overstated by $14,300 due to the last grant which remains (Marie Nottingham) which was foreclosed in April 1996. 

 Park Street – El Mercado Project is a forgivable 5-year loan with stipulations which was approved by City Council in March 2017 totaling $574,200.  

No reductions have been made to the loan balance. 
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Cause 

Staffing levels were periodically inadequate to properly follow-up on outstanding loan balances and to adequately determine that loan recipients are in 

compliance with the term and conditions of the loan agreements. 

 

Effect 

The accounts receivable balance is overstated. 

 

Recommendation 

We recommend that DDS management explore other options for improving and expediting the monitoring and collection of these and other past due loans 

payments.  Receiving payments help to fund future programs. 

 

 

Management’s Response and Action Plan: 

 
Due Date:  June 30, 2021 

 

Responsible Person:  Brian Mathews, Director Housing Division, Department of Development Services; Don Chapman –Small Business; Erin Howard –

Economic Development 

 

Management’s Recommended Action Steps 

 

1. This is a 1989 city loan for $30k issued to Personal Management, a long defunct entity. The sole proprietor, Doris Ford, had not made a payment on any  

city, State, or private debt since origination. See article entitled “Borrower and Lender”.  

 

Course of Action: Finance Department to write-off city loan by 8/30/2020 or sooner. 

 

2. The Crown Gardens instrument was a 1990 deferred loan set to forgive in 2020.  The loan had been foreclosed out since 1996 with no recourse, but had 

remained on city books.  

 

Course of Action: Finance will prepare a journal entry to remove the item from city books and a release document will be created and recorded in the land 

records. 

 

3. A loan for El Mercado was originated in 1990. The Economic Development Director is reviewing the El Mercado Loan Documents in concert with 

Corporation Counsel. Once a review is completed a letter requesting payment shall be issued.  Once the terms of compliance have been established, future  
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loan payments and collection activities will be managed by a 3rd party, under the same policies and procedures that have been established. Under the original loan 

provision, El Mercado is eligible for a full or partial forgiveness of the debt. This determination will be made by the Economic Development Director as part of 

the due diligence efforts.  

 

 

Commercial Loans 

Issue 

At the time of our review, there were 7 Commercial Property IMP loans with outstanding principal balances totaling more than $484,190.  During the fiscal year 

ended June 30, 2019, no principal and interest was paid on these loans.  Various tests of these loans, balances, payments of principal and interest and reviews  

of related operations disclosed the following: 

 3 loan amounts totaling approximately $181,743 were foreclosed due to delinquent taxes 

 2 loan amounts totaling approximately $152,285 were sold by the loan recipients 

  

Cause 

Staffing levels are inadequate to properly follow-up on outstanding loan balances and to adequately determine that loan recipients are in compliance with the 

term and conditions of the loan agreements. 

 

Effect 

The accounts receivable balance is overstated.  

 

Recommendation 

We recommend that DDS management explore other options for improving and expediting the monitoring and collection of these and other past due loans 

payments.  Receiving payments help to fund future programs. 

 

 

Management’s Response and Action Plan: 

 

Due Date:  December 30, 2020 

 

Responsible Person:  Don Chapman –Small Business; Erin Howard –Economic Development 
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Management’s Recommended Action Steps 

 

All 5 Commercial loans cited were initiated in or before 2011.  

 

Recommendations to establish a better document management system: Currently, these project documents have been touched by DDS, Corp Counsel and Finance 

at differing points in the process: 

   

1. Review all of the loan documents and coordinate with Corp. Counsel / Finance as is appropriate to determine the loan status and whether or not DDS - 

needs to hire a 3rd party vendor 
 

a. Set up an internal working group and investigate loans by end of August 31, 2020. 
 

2. After review DDS may contract a with 3rd party vendor (like C4C) to manage existing and future loan collection activities associated with these and  
other commercial loans initiated by the Department. (using proper procurement processes)  

 

3. If determined the be best action, DDS will issue an RFP for these services before September 31, 2020, with the goal of having a vendor in place on or 

before November 31,2020.  
  
4. Any vendor selected would have to meet the minimum standards established, which include but are not limited to monthly and / or quarterly financial 

statement for each outstanding loan, a trial balance and an annual summary of the performance of each of the loans managed. 

 

 

Policies and Procedures 

Issue 

At the time of our review, there is no Delinquent Loan Committee.  Based on a review of procedures, a Committee will be established to monitor the collection 

efforts of the Loan Servicer and department staff.  This Committee will meet quarterly to determine the final disposition of delinquent accounts.  Based on 

discussions with the Director of Housing, the employee who was responsible for delinquent loans resigned her position in April 2018.  

 

Cause 

Staffing levels are inadequate to properly follow-up on outstanding loan balances and to adequately determine that loan recipients are in compliance with the 

term and conditions of the loan agreements. 
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Effect 

Delinquent loan balances remain on the books and the accounts receivable loan balance is overstated. 

 

Recommendation 

A Delinquent Loan Committee should be established to determine the final disposition of delinquent accounts in accordance with procedures. 

 

 

Management’s Response and Action Plan: 

 
Due Date:  December 30, 2020 

 

Responsible Person:   Brian Mathews, Director Housing Division, Department of Development Services 

 

 Delinquent loans are still due and payable and should be seen as a receivable 

 All loans, delinquent or not, are secured against the property 
 Loans are secured against the property and can be collected in instances of conveyance, or title change conveyance, or title change 

 The City has not been willing to take harsher collections actions against homeowners up to and including judgements or foreclosures 

 It was and is the city’s policy to refrain from initiating foreclosure action against low/moderate income homeowners in a city whose homeownership rate 

hovers historically at 25% 
 

Management Recommended Action Steps: 

 

DDS Director recommends that a Delinquent Loan Committee (DLRC) be re-established to monitor the collection efforts of the Loan Servicer, C4C, and 

DDS/Housing Division staff, and that its membership be comprised of the following representatives: Housing Division Director, Economic Development Division 

Director, and Finance Project Manager, and appropriate staff as determined by the Directors. The DLRC staff Liaison will be the Senior Administrative Assistant. 

Meetings will be held quarterly to determine final recommendations to City of Hartford’s Corporation Counsel.  
 

At any time during this process a borrower may bring their delinquent loan current, at which time the loan will be re-assigned to C4C for usual and customary 

payment collection activity. 

 

Course of Action: The goal is to resume quarterly meetings of the Delinquent Loan Review Committee prior to the end of July 2020 – when recommendations 

will be made to Corporation Counsel. 
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