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MEMORANDUM 
 
 
To:  Audit Committee 
 
From:  Mary Hom 
  Chief Risk Officer 
 
Date:  March 31, 2025 
 
Re:  Internal Audit Report 
 
 
Since the last report to the Audit Committee on January 28, 2025, three internal audit projects were 
completed. – Investments (continuous monitoring); Escrow Servicing; and the Global Internal 
Audit Standards Conformance Assessment. 
 
2024 Investments (continuous monitoring)  
Objective(s): 
The objectives were to: 
 

1) determine whether the HDC investment portfolio complies with all aspects of HDC’s 
Investment Guidelines; and 

2) determine whether investments were accurately recorded on custodial bank statements. 
 

Audit Results: 
We monitored the investment portfolio throughout the year on a quarterly basis and found that the 
HDC investment portfolio complied with all aspects of the HDC Investment Guidelines.  
Additionally, the investment portfolio was supported by custodial bank statements and regularly 
reconciled.  Internal controls include the following: 
 

• Segregation of duties 
• Investment Guidelines (annually reviewed and approved by the Audit Committee) 
• Investment Committee (bi-weekly meetings) 
• Mark-to-market (daily) 
• Reconciliation (monthly) 
• Credit Risk (monthly review of the investment portfolio and approval of all financial 

counterparties) 
• Internal Audit (quarterly review) 
• Audit Committee oversight (quarterly reports from the EVP) 
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2024 Escrow Servicing (assurance) 
Objective(s): 
The objectives were to:  

 
1) evaluate the adequacy of controls over the escrow servicing process; 
2) ensure that escrow funds are managed with optimal accuracy and compliance; and 
3) ensure that each of the four escrows (real estate taxes; water and sewer; reserve for 

replacement; and insurance) are being escrowed effectively and efficiently within the 
Loan Servicing division. 

 
Results: 
We noted no matters involving internal controls and its operation that were considered material 
weaknesses.  We found that key aspects of the escrow servicing process were completed properly 
as guided by HDC’s escrow servicing policies and procedures. 
 
2024 Global Internal Audit Standards Conformance Assessment 
Objective(s): 
The objective was to evaluate the Internal Audit department’s conformance with new Global 
Internal Audit Standards (“Standards”) that became effective January 9, 2025 
 
Results: 
The assessment found that the Internal Audit department generally aligns with the updated 
standards, demonstrating strong adherence to key principles such as integrity, objectivity, and 
competency.  Two areas for improvement were cited: (1) refinement of the internal audit strategy 
to ensure it fully supports HDC’s long-term objectives while remaining adaptable to evolving risks 
and stakeholder expectations; and (2) enhancement of protocols for governing the communication 
and correction of significant errors and omissions in final engagement reports.  An action plan has 
been developed to address these two areas for improvement. 



  2024 Investments (Continuous Monitoring)  

March 14, 2025 

 
Objective(s): 
• To determine if the investment portfolio complies with all aspects of HDC’s Investment Guidelines (the “Guidelines”), 

particularly with respect to: 
o Approved investment instruments 
o Diversification of investment holdings 
o Qualifications of financial counterparties 
o Reporting of investment activities 

• To determine investments are accurately recorded on custodial bank statements 
 
Audit Period: 
Quarterly review (February/May/August/November) of investment activities for the 2024 calendar year. 
 
Background: 
Investment activities are made and monitored by the Corporation’s Investment Committee (the “Committee”).  The Committee 
is comprised of the following members: 
 

o EVP-Capital Markets & Investments (Chair) 
o EVP-Chief Financial Officer 
o VP-Controller 
o Managing Director-Cash Management 
o VP-Cash Management 
o AVP-Cash Management 
o SVP-Capital Markets 

 
The Managing Director and VP of Cash Management are responsible for the daily supervision of investment activities.  The 
Committee meets on a regular basis (bi-weekly) to determine funds available for investment and the appropriate investment 
instruments for those funds based on market conditions, length of time the funds are available for investment purposes, 
investment restrictions imposed by related bond or note resolutions, and diversification considerations.  Any funds derived 
from the issuance of bonds are invested pursuant to the related bond resolution, as approved by the Members. The Committee 
shall determine the Corporation’s need for funds based on anticipated construction advances, dates of debt service payments 
on the Corporation’s debt obligations, and other financial requirements. 
 
Audit Scope and Summary: 

  Compliance 
Scope Item Review Description Yes No 
Monitoring & Reporting -Committee prepares quarterly report of investment activities 

-Committee meets on a regular basis to discuss and monitor investment activities ✔  

Authorized Investments -Investments are comprised of only approved investment instruments as noted 
in the Guidelines ✔  

Concentration Limits -Investments do not exceed the concentration limits noted in the Guidelines ✔  
Investment Duration -Investments are held in accordance with the timeframes noted in the Guidelines ✔  
Reconciliation of 
Custodial Statements 

-Investment portfolio is supported by custodial statements and regularly 
reconciled ✔  

Authorized Financial 
Counterparties 

-Investment transactions are with financial counterparties that meet the 
requirements noted in the Guidelines ✔  

 
Internal Controls: 
• Investment Guidelines (Annual review and approval by the Board) 
• Investment Committee (Bi-weekly meetings) 
• Mark-to-Market (Daily) 
• Reconciliation (Monthly) 
• Credit Risk (Monthly review of investment portfolio/Approval of all financial counterparties) 
• Internal Audit (Quarterly review) 
• Audit Committee (Quarterly report from EVP) 
• Segregation of duties 



ESCROW SERVICING   

March 10, 2025 

Objectives: 
• To evaluate the adequacy of the controls over the escrow servicing process. 
• To ensure that escrow funds are managed with optimal accuracy and compliance. 
• To ensure that each of the four escrows are being escrowed effectively and efficiently within the Loan Servicing division. 
Scope: 
The audit period covered activity from November 1st, 2023, through October 31st, 2024. 
Background: 
The Loan Servicing division within Asset Management is responsible for managing various aspects of loan administration, including 
escrow servicing, which involves handling funds collected for taxes, water and sewer, reserve for replacement, and a range of insurance 
accounts. Proper escrow management is crucial for ensuring that these funds are accurately collected, maintained, and disbursed in 
accordance with loan agreements and regulatory requirements. 
 
This audit focused on evaluating the effectiveness and efficiency of the escrow servicing processes within the Loan Servicing division. 
By assessing current policies and procedures, the audit aimed to identify areas for improvement and ensure that escrow funds are 
managed with optimal accuracy and compliance. 
Results: 
Upon completion of the audit, we noted no matters involving internal controls that we considered material weakness. We found that 
key aspects of the escrow servicing process were completed correctly. 
 
We have recommended enhancement opportunities to strengthen the department’s function which includes hiring more staff for the 
insurance function. Currently, this function is handled by a single Insurance Administrator. In the event of the employee’s departure 
or absence, there would be no immediate replacement, potentially disrupting critical operations. While efforts to find additional staff 
have commenced, it is advisable to cross-train existing staff members to handle insurance-related tasks. 
Loan Servicing Staff: 
- SVP of Asset Management 

 
- VP Loan Servicing 
 
- Senior Loan Servicing Administrators (2) 

 
- Loan Servicing Supervisor 

 
- Loan Servicing Administrator (3) 

 
- Insurance Administrator 

Internal Controls: 
- Policies and Procedures documents. 

- Loan Servicing functions were well segregated among the loan 

servicing administrators. 

- Loan Servicing data is securely stored, accessible only to 

authorized users. Level of access is monitored. 

- VP of Loan Servicing performs formal reconciliations on a 

weekly basis to ensure amounts are correct. 

 
 
 

 

8,000

9,000

10,000

Tax Water/Sewer Reserve  for
Replacement

Insurance

Count 8,834 8,659 9,372 9,666

Tax, 8,834 Water/Sewer, 8,659

Reserve  for 
Replacement, 9,372 Insurance, 9,666

C
ou

nt
 o

f D
is

bu
rs

em
en

ts

Escrow Disbursement Type

Count of Escrow Disbursements FY 2024



�

����������

��	�
����������� � ���������� � ��������� �!���"����#������ $��%�&���'(��� � )�*+,��)���",��-�.',��'�%�/+0�,��)�,���� #�1�+����23-�2324������ � 5%�1�%�.',��'�%�/+0�,�&,�'0��0����'�����'"��/�������',��6789:;<=>?�.'�@�'+����232A-�,���.'�,�,+,�����.',��'�%�/+0�,����BC../DE���%����0�,���'�F�5%�1�%�.',��'�%�/+0�,�&,�'0��0��BC&,�'0��0�DE�,��,� ������",��'�@�'+����G-�2324H��������&,�'0��0��*��I�0������+'0�,��'��������',��'�'(�����(�JK+�%�,�-���� J1���0��',��'�%��+0�,��+'",��'�,��,��%�('��F�,����(�'�L�,��'�%��1M�",�I����'0��'0+�,���1��,�*��",�"��H������'�F�&,�'0��0��F����0���('�0�,����%*��',��'�%��+0�,�����'0�,�������(�'�L�,��'�����*�'0�1�,,���,��,���"��*%�N��'0��I��J"��'(�'(�1+��'�����'I���'��',H��/��'(�,���'�,�1%��"��'(��������O�&,��'(,��'�'(�(�I��'�'"�������F�� ��,����*��I����(�'�L�,��'�P����*�'��I�'����,����*�0%��"��'(�'(�1+��'�����'I���'��',��O�&*�"���"�(+�0�'"��,�������,��',��'�%��+0�,�����'�,���*+1%�"���",����'0��������%%��',��'�%��+0�,��+'",��'��O�/�������%�N�1%�������F�� �,��,�"�'��0�*,�,��,���+'�K+��"��%%�'(�����"�0�1���+0�,�����'�0������',�*��,�����,���F��%0�O�&*�"���"�(+�0�'"���'0��,�'0��0���'�"��,�"�%�������%� ��"�1����"+��,���Q<>R<;S7>8T��TUVTW��/���"�',���%�J��������',�F���"�'0+",�0�,���I�%+�,���+��.',��'�%�/+0�,�0�*��,��',P��"�'�����'"��F�,��,���'�F�&,�'0��0�H�������������',��N���'�0�"��*%��'"��F�,��,�����I��0����'�����,���&,�'0��0����BXE�Y+�*�������.',��'�%�/+0�,�'(�B2E�Z,��"���'0�Y��������'�%����B[E�5�I��'�'(�,���.',��'�%�/+0�,�#+'",��'�BAE���'�(�'(�,���.',��'�%�/+0�,�#+'",��'�B4E�Y�������'(�.',��'�%�/+0�,�&��I�"����

\]



�

����������

�	
�������������	�����������������������������������
��������	��������	����������	����������
�����������	��	��������� �����	���������!�	��	���"���
��������������	����	�������
�����"����	��	
�������#$%&'((�)**%**+%,-�.���	��"�����/�����	�� ��������	���������������	�����������
�����	�
��0����������0�!�	��	���"�0����	�
��	��
�������������
�����������������������1���	�����������������	������/�����	�� ��������	������������	����	������0�����������	������	��	���"���������	������������	������
�����2�������
��������
��	�����������"���3�
������"�	���
�������
���1���/�����	�� �������	���	��0���4���	��������������	�
������
�����"����	���������	���������
�����"�	���	�
����������������������	������
���5������������������������������	�����2��	�	�������	���
����������
������	���	��6�	�������	��	���"�	������������������������	
��
�����������	����	�
����
�����	�
��0�����������	������	��	�����1�����	�
��	���������0�����������	����!�	��	���"�����	�����������������������0��	��	����������������7�8�9�:�����;	�	���������/�����	�� �����<��
����"�!�	��	���=�>����/�����	�� �����!��	����"��������������	����������������������������	��	��������	���������������������������������������	��?	����@������4�������3�
������0��������	������	�	��	�������������������2��	�����	2���������A��
�	������8>9��:�����;	�	���������/�����	�� �����<��
����"�!�	��	������B�����������	���.��������"����	�
�������0��������	�����������
������������������
������
	�����	���
����
�������������
	����������������������������	�����	�����������������)C-DE,�F(',�1��	��������������0�����	�
������"�	��	
�������	���	��������������������8�9���	������������	��	��������	�����������������
��������	2�����������	������"�	���8>9��������������	���	��	���?������
������������������	���
����
���������������	�����
������
	�������.������������������������������������	��	����������0�����������	������
�����������	��	������ �������	���"��A����	�������0�0�����

�����������������A��G�	����� ����������H����0�8IG HJ9�0��
�����
����
����������������	���	���0������A���

������>K>L���� �



�

����������

��	
��	�������	��������������������������������
�����������������
��������� �!"�#��$
���
%�������	��������&�'�()*+,)-�+,.)/,01�023+.+,45-�/61)�+,�-./),4.7),+,4�468)/,0,9):�/+-;�<0,04)<),.:�0,3�96,./61-=��>"�?����������#�
%����
��	����'�@-.0A1+-7)-�B/+,9+B1)-�-297�0-�+,.)4/+.C:�6AD)9.+8+.C:�96<B).),9C:�32)�B/6*)--+6,01�90/):�0,3�96,*+3),.+01+.C=��E"��
������&�����������	�������������
��'�F2.1+,)-�A60/3�02.76/+G0.+6,:�+,3)B),3),9):�0,3�68)/-+47.�/)-B6,-+A+1+.+)-=��H"�I���&��&�����������	�������������
��'�J68)/-�-./0.)4+9�B10,,+,4:�/)-62/9)�011690.+6,:�0,3�-.0;)7613)/�96<<2,+90.+6,=��K"�#��%
����&�������	����������������'�().0+1-�),404)<),.�B10,,+,4:�)L)92.+6,:�0,3�/)B6/.+,4�B/69)--)-=��!K�������&�#�����$	�� �'�M,.)4/+.C�0,3�76,)-.C�+,�023+.�B/69)--)-�'�N37)/),9)�.6�).7+901�)LB)9.0.+6,-�0,3�1)401�96<B1+0,9)�'�O0+,.0+,+,4�6AD)9.+8+.C�0,3�+,3)B),3),9)�'�J6<B).),9C�0,3�96,.+,262-�B/6*)--+6,01�3)8)16B<),.�'�@L)/9+-+,4�32)�B/6*)--+6,01�90/)�0,3�B/6*)--+6,01�-;)B.+9+-<�'�O0+,.0+,+,4�96,*+3),.+01+.C�6*�+,*6/<0.+6,�'�P60/3�68)/-+47.�0,3�+,.)/,01�023+.�*2,9.+6,�02.76/+G0.+6,�'�@,-2/+,4�03)Q20.)�/)-62/9)-�0,3�+,3)B),3),9)�*/6<�<0,04)<),.�'�R./0.)4+9�B10,,+,4�*6/�+,.)/,01�023+.�01+4,<),.�S+.7�6/40,+G0.+6,01�6AD)9.+8)-�'�@**)9.+8)�96<<2,+90.+6,�S+.7�-.0;)7613)/-�0,3�./0,-B0/),9C�+,�/)B6/.+,4�'�@,404)<),.�/+-;�0--)--<),.:�B10,,+,4:�0,3�)L)92.+6,�-.0,30/3-�'�(692<),.0.+6,:�B)/*6/<0,9)�<)0-2/)<),.:�0,3�96,.+,262-�+<B/68)<),.�'�T+,01�),404)<),.�96<<2,+90.+6,:�+,9123+,4�)//6/�96//)9.+6,�0,3�/)B6/.+,4�B/6.6961-�'�J66/3+,0.+6,�S+.7�)L.)/,01�023+.6/-�0,3�/)1+0,9)�6,�6.7)/�0--2/0,9)�B/68+3)/-�'�@,-2/+,4�.7)�+,.)/,01�023+.�*2,9.+6,�)8618)-�S+.7�)<)/4+,4�/+-;-�0,3�A2-+,)--�,))3-��



��� ������	
���
�����������
������� ����	
����������� ��������������
�������
������������ ����	
���������� !����
���
�������
"���#��� ����	
����������� $���#�����
�%&����#��	 ����	
����������� '�����������
�%&����#��	 ����	
���������� (���������
$����������
��
�%&����#��	 ����	
�������� �� ���������	 ����	
�������� �� ����������
�����������
(�#�������� ����	
��������)�� �����������
*���
���
+��%��
$�������
,����
'�������� ����	
��������)�� (��
�����������
���� ����	
��������)� �����������
'-�������� ����	
��������.�� /��
��
$���������� ����	
��������.�� ���������
��
$���������� ����	
��������0�� $�������
,����
1������ ����	
��������0�� $�������
,����
������� ����	
��������0� "����
���
'�����
1���������
'������ ����	
��������2�� ��������������
$����������� ����	
��������2�� �����
,����
�������#�
3������������� ����	
��������4�� "����
$���������� ����	
��������4�� 5�������� ����	
��������4� 3�����	 ����	
��������4�) ��������
3�����	
,��������� ����	
��������6�� /������������
+�#�������7
5��-
1���������7
���
�������
�������� ����	
��������6�� $�������
,����
'������	 �������	
��������6� 1������������ ����	
��������6�) $�������
,����
��� ����	
��������6�. ������������
���
5������� ����	
���������8�� ���������
5�������
1��������� ����	
���������8�� �����
5��������
1��������� ����	
���������8� 9������������
5�������� ����	
������������ "�������
5������������
���
�������������
*���
'��-�������� ����	
������������ �������#�
������������� ����	
����������� �������������
5������ ����	
�����������) ������
���
��������� �������	
�����������. �������������
���
,���������
��
5��-� ����	
������������ $�������
3�����	
,��������� ����	
������������ ����������
1���������� ����	
����������� �#�����
���
$����#�
����������
���������� ����	
��������� �� ����������
������������� ����	
��������� �� ����������
5��-
,��������� ����	
��������� � ����������
�%&����#��
���
'���� ����	
��������� �) �#��������
�������� ����	
��������� �. ����������
5�������� ����	
��������� �0 :��-
������ ����	
���������)�� +��������
$����������
���
,���	���
���
�#�������� ����	
���������)�� ,���	���
���
��������
����������
�������� ����	
���������)� �#��������
��
�������� ����	
���������)�) 5��������������
���
,�����
���� ����	
���������)�. ����������
����������� ����	
���������)�0 ����������
(������������ ����	
���������.�� �����
����������
������������� ����	
���������.�� ����������
���
$�������������
��
5�������������
��
,�����
���� ����	
��������

;<=>?=@AB
CD
EBFG>HI<JIB
K>IBL<=IM;<=>?=@AB
ND
OJ=>IJ=>
PQRB?I=S=IM;<=>?=@AB
TD
EBFG>HI<JIB
UGF@BIB>?M;<=>?=@AB
VD
WXB<?=HB
EYB
;<GZBHH=G>JA
UJ<B;<=>?=@AB
[D
OJ=>IJ=>
UG>Z=\B>I=JA=IM;<=>?=@AB
]D
̂YI_G<=̀B\
QM
I_B
aGJ<\;<=>?=@AB
bD
;GH=I=G>B\
K>\B@B>\B>IAM;<=>?=@AB
cD
PSB<HBB>
QM
I_B
aGJ<\

;<=>?=@AB
CVD
UG>\Y?I
W>LJLBFB>I
dG<e;<=>?=@AB
C[D
UGFFY>=?JIB
W>LJLBFB>I
fBHYAIH
J>\
OG>=IG<
̂?I=G>
;AJ>H
;<=>?=@AB
CND
W>_J>?B
gYJA=IM;<=>?=@AB
CTD
;AJ>
W>LJLBFB>IH
WZZB?I=SBAM
;<=>?=@AB
ChD
OJ>JLB
fBHGY<?BH;<=>?=@AB
CCD
UGFFY>=?JIB
WZZB?I=SBAM
;<=>?=@AB
iD
;AJ>
jI<JIBL=?JAAM

kEU
UG>ZG<FJ>?B
l=I_
mAGQJA
K>IB<>JA
̂Y\=I
jIJ>\J<\H



��������	
����
 ������������������������ !�"�#$


	2025_03_31_Internal Audit Report
	Investment - 2024 Report to Audit Committee FINAL
	ESCROW SERVICING REPORT TO COMMITTEE FINAL
	Global IA Standards Conformance Memo_2025_02_20 - signed

