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  BE IT REMEMBERED that on Wednesday,    

November 17, 2010, commencing at the hour of 9:10 a.m., 

at the Burbank Airport Marriott Hotel and Convention 

Center, Producers A and B, 2500 Hollywood Way, Burbank, 

California, before me, YVONNE K. FENNER, CSR #10909, 

RPR, the following proceedings were held: 

--o0o-- 

ACTING CHAIRPERSON GUNNING:  Call to order the 

meeting of the Audit Committee.  Ready?  

--o0o-- 

Item 1.  Roll Call 

ACTING CHAIRMAN GUNNING:  JoJo, roll call. 

MS. OJIMA:  Thank you.  

Mr. Carey. 

MR. CAREY:  Here. 

MS. OJIMA:  Mr. Mandell for Ms. Jacobs.   

MR. MANDELL:  Here. 

MS. OJIMA:  Mr. Smith.   

(No audible response.) 

MS. OJIMA:  Mr. Gunning.  

ACTING CHAIRMAN GUNNING:  Here.  

MS. OJIMA:  Thank you.   

ACTING CHAIRMAN GUNNING:  Excellent.  Thanks.   

--o0o-- 

Item 2.  Chairman comments 
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ACTING CHAIRMAN GUNNING:  Filling in here for my 

good friend Mr. Smith who was called away to court late 

last night, so we're filling in on Audit today.   

--o0o-- 

Item 3.  Review and discussion of the audited financial 

statements for the California Housing Finance Fund for 

the fiscal year ended June 30, 2010, including a 

discussion with auditors from Deloitte and Touche LLP 

ACTING CHAIRMAN GUNNING:  I guess, Steve, we 

want to bring Tim up right away and have him talk or 

share with us.  He's right there.   

MR. SPEARS:  Tim and Lori.   

ACTING CHAIRMAN GUNNING:  Tim and Lori's there. 

Excellent.  Guys, you have the floor.  

MS. HAMAHASHI:  Good morning.   

Today we're going to be reporting the -- that 

the Housing Finance Fund audit has been completed.  We 

did receive an unqualified opinion from Deloitte.  And I 

do have Tim Stenvick, the audit partner with Deloitte, 

here next to me, and he will go over what we went 

through during the audit.   

We did have during this year the adoption of 

GASB 53, which was reporting the fair value of our 

derivative instruments on our financial statements.  We 

did work with their team, you know, starting back in 
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July, and this followed all the way through, you know, 

late October.  They really had to go over all the 

calculations that the Agency performed on the 

effectiveness of the swaps against the bonds, and the 

results were shown on the financial statements.   

That was one of the biggest things this year, is 

that we had to show the $292 million worth of swaps on 

the balance sheet and adjust the beginning equity by 

about 19 million for the carryforward portion of that.  

I'll turn it over to Tim right now.   

And I just wanted to mention that we will be 

going over the financial results during the regular part 

of the Board meeting, but I do have slides available if 

there's any questions.   

ACTING CHAIRMAN GUNNING:  Great, thanks, 

Tim --Lori.  

Tim.   

MR. STENVICK:  Sure.  Good morning and thanks 

for inviting me to be here with you, Committee Members.  

As Lori said, we've completed the audit for 

2010, fiscal 2010.  In addition to the -- sort of the 

primary financial statements of the -- of the Fund, we 

also do a number of ancillary projects or audits having 

to do with compliance with federal rules for grants and 

contracts, also, some work around the Prop 1C funds.  
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There's some -- you know, just some required procedures 

around that.  Also, in terms of some of your 

HUD-assisted projects, there are some reports we do.  

So -- so there's really kind of a suite of things that 

go into the audit.   

You know, this was -- this was -- I think from 

both CHFA and our perspective, it was a challenging 

audit, and I think there were, you know, a couple 

reasons for that, one simply being the environment that 

we're in, you know, with the housing -- the housing 

environment in California, which has some direct effects 

on your financial statements.   

Also, as Lori mentioned, there was sort of a big 

change in the rules around derivative investments, and, 

you know, CHFA has lots of those in the form of swaps on 

some of your bond offerings.  And, in fact, you know, I 

think that both CHFA, in terms of preparing the 

financials, and Deloitte, in terms of, you know, 

auditing and helping get the disclosures right and the 

accounting right, we were really sort of leading the 

charge on a national basis, as you certainly are one of 

the earlier reporters and also one of the largest 

entities, you know, having those types of -- of 

vehicles.   

So, you know, that's sort of the -- the -- 
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that's the blow-by-blow.   

The -- the punch line is that your financial 

staff performed very admirably and dealt with those 

challenges.  And I think we -- we collectively got the 

reports out when we needed to, probably not any sooner 

than we needed to, but when we needed to, to the 

respective state agencies that needed them, as well as, 

you know, the requirements of your bond indentures.   

We got great, great cooperation from -- from 

your team, and you should know that on these kinds of 

accounting matters, CHFA really has played a leading 

role across the country in -- in helping to not only 

interpret the rules but really make sure that they've 

ended up in the right place to begin with from a, you 

know, practicality standpoint.   

So we did not have any audit adjustments, which 

is admirable.  I think given the -- the size and 

complexity of your financials -- really in an audit, I 

think there's probably no better sort of gauge of a 

report card, if you -- if you will, than whether the 

auditors had to suggest some things to fix the financial 

statements, which -- which we did not in your case.  

And -- and we got --  

MR. GUNNING:  Yeah, can you just -- what were 

some of the challenges?  I mean, is it just listing all 
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of the types of swaps or what?  Could you just expand?   

MR. STENVICK:  Well, you know, I don't have the 

number on the top of my head, but there's hundreds of 

these things, and --  

ACTING CHAIRMAN GUNNING:  So they --  

MR. STENVICK:  -- they all had to be valued.   

ACTING CHAIRMAN GUNNING:  That's the challenge.  

MR. STENVICK:  And that is a challenge. 

ACTING CHAIRMAN GUNNING:  At that time.   

MR. STENVICK:  These things have -- have -- 

these -- these investments have -- there have always 

been some disclosures around them in the -- in the 

footnotes, but this year, you know, the new rules 

required that they actually be fair valued and put on 

the -- the -- put on the balance sheet, the fair value 

put on your financial statements.   

And -- and it's not really only just the volume, 

but there are different types of investments.  There 

are -- you know, it's kind of like the -- the -- 

everyone -- or not everyone, but certainly lots of them 

have a different story and nuances and -- and things.  

So it was a huge effort on the part of not only our 

accounting group but your, you know, financing group. 

MR. SPEARS:  Mr. Chairman, I'd say too that the 

way that this document, this rule, GASB 53, is written, 
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isn't exactly a model of clarity, and we struggled.  We 

had a lot of -- a lot of deep discussions with Deloitte, 

us, you know, about how to interpret it exactly, and I 

think we came up with the right answer.   

But, again, these folks didn't have, you know, 

experience from around the country.  We're leading the 

way in interpreting this, presenting it on the financial 

statement, getting it right, and I think they did a very 

good job.   

I would say this:  The -- some of Bruce's staff 

helped with this and I just -- you know, Lori's staff 

worked very hard.  Tony Sertich, that works for Bruce, 

and Tim Hsu, worked very hard on getting the numbers 

right, running numbers, getting valuations.  It was a -- 

it was a tough exercise.  It really was.   

MR. STENVICK:  It was.  And in my experience, 

there are a lot of public agencies that would really 

struggle under similar circumstances, just from a 

financial, you know, expertise and depth to be able to 

do that.  So you're -- you're as -- you know, as we've 

always reported to you, you know, we continue to be 

impressed with the knowledge and quality of your 

financial function.   

And -- and it's a rigorous audit.  I mean we 

certainly spend -- as Lori would agree, I'm sure, you 
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know, it's -- it's a -- it's a pretty -- it's a pretty 

big process, and we spend, you know, well over a 

thousand hours sort of turning over rocks and sort of 

really looking at everything, so.   

So really that's -- that's kind of my report.  I 

guess that is my report, so.   

MR. CAREY:  Mr. Chair, can I ask a question?   

ACTING CHAIRMAN GUNNING:  Yes.   

MR. CAREY:  What's the net impact of the GASB 

rule, the new GASB rule, on the financials?   

MR. STENVICK:  So the -- the net impact was that 

as of the beginning of the year there was a $20-million 

or 19-million, something around --  

MS. HAMAHASHI:  It's -- it's in Footnote 14.  

And also there's -- in Footnote 7, also. 

MR. CAREY:  Great.  

MR. STENVICK:  But -- but kind of the ballpark 

answer is there was around a $20-million hit to your P 

and L, and about a $250-million, $300-million, somewhere 

in that range, liability or -- or obligation put on the 

balance sheet for that invest -- for the -- for the fair 

value of the swaps.  I think I got those numbers about 

right.   

So not -- not humongous numbers, but a lot of -- 

a lot of work to get to them. 
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MR. CAREY:  One more?   

Was there a management letter?   

MR. STENVICK:  There -- there was a management 

letter.  I don't think it's in the packet, though, but 

we've provided it to -- there was a management letter.  

I didn't see it in the packet this morning, but I'm sure 

staff would be happy to get it to you.  There were no 

significant matters.  That's kind of the key.   

MR. CAREY:  That's sort of the question.   

MR. STENVICK:  In fact, it was pretty 

boilerplate, so, yeah, don't -- sorry about that.   

(Interruption by the court reporter for 

clarification of the record.) 

ACTING CHAIRMAN GUNNING:  My bad.  I asked if it 

was something we should have for the committee, and the 

answer was yes.   

MS. HAMAHASHI:  We can get that --  

ACTING CHAIRMAN GUNNING:  Okay.   

MS. HAMAHASHI:  -- sent over to the Committee. 

--o0o-- 

Item 4.  Public testimony 

ACTING CHAIRMAN GUNNING:  Steve, if nothing 

else, open up for public testimony.   

Anyone from the public?   

Diane?   
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Any further questions?   

Any further comments?   

--o0o-- 

Item 5.  Adjournment 

ACTING CHAIRMAN GUNNING:  With that, we adjourn 

the meeting.   

(The meeting concluded at 9:22 a.m.)  

--o0o--
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REPORTER'S CERTIFICATE 

 

I hereby certify the foregoing proceedings were 

reported by me at the time and place therein named; that 

the proceedings were reported by me, a duly certified 

shorthand reporter and a disinterested person, and was 

thereafter transcribed into typewriting by computer.    

In witness whereof, I have hereunto set my hand 

this 6th day of December, 2010. 

 

 

                       ______________________________ 

               Yvonne K. Fenner 

               Certified Shorthand Reporter 

               License No. 10909, RPR  

                                        18


