State of Callfornia

MEMORANDUM

To: Audit Committee Date: October 11, 2011

- Lori Hamahashi, Deputy Comptroller
From: CALIFORNIA HOUSING FINANCE AGENCY

Subject: Proposed Selection Process for an Independent Auditor
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‘Timelines

Audit of the California Housing Loan Insurance Fund must begin during the month of March
2012.

To meet the audit deadlines we must have a fully executed contract by the end of February
2012. ‘

To the extent the vetting process is conducted by the Audit Committee that process must occur
'in public session. -

There are two Board Meetings scheduled between now and February 2012, the date necessary to
complete the selection of the independent auditor: November 17, 2011 and January 19, 2012.
istics

The Audit Committee must determine for its recommendation to I;he Board of Directors:

1. Whether to use the RFP process as outlined in the draft RFP or recommend an
~ alternative process by which CalHFA selects the independent auditor.
a. The Auditing and Attestation Services Request for Proposal (“RFP”") document is
attached hereto for your review and comment. The RFP was drafied based on the



January 2011 board meeting by which the Agency had proposed the use of an
RFP to obtain the services of an independent auditor.

2. The responsibilities of the Agency staff vs. Audit Committee related to the selection
process.

RFP Process

Under the RFP process all of the vendors responding to the RFP will be screened on their
applications and the top two or three finalists will be considered for oral
interviews/presentations. At the conclusion of oral interviews, one or more finalists are referred
to the Board of Directors for selection. Presumably, if more than one finalist is referred to the
full board, there will be some form of vetting the applications by the full board.

Considerations for determining Selection Process -

e Wiil an RFP be used in the selection process or is there another recommended process by
which the audit committee deems appropriate?

o Is the draft RFP sufficient?
o Are there any recommended changes to the RFP?

@  Which accounting firms will be invited for consideration?

o Will only the Big Four (PwC, Deloitte, Ernst & Young, and KPMG)
accounting firms be invited or are we going to include regional accounting
firms? :

o What will be the criteria for selecting the regional accounting firms?

o Will the incumbent (Deloitte) be allowed to bid?

® Whalt are the responsibilities of the Agency staff vs. Audit Committee during the RFP
process, if selected?

Option 1

e Staff assists with answering any questions related to the RFP but does
not assist in the review or ranking of the RFP’s.

o  Audit Committee performs the full review and ranking of all RFP
responses. Audit Committee will determine which accounting firms
will present at the November 1 7" Audit Committee meeting. Audit
Committee evaluates presentations and makes final recommendation

io the Board by January 19, 2012.



Option 2

3

@

Staff answers questions related to the RFP and performs the full
review and ranking of all RFP responses. Staff determines which
accounting firms will present at the November 1 7" Audit Committee
meeting.

Audit Committee evaluates presentations at November 1 7™ Audit
Committee and makes final recommendation to the Board by
January 19, 2012, '

Option 3

@

]

Staff answers questions related to the RFP and performs the full
review and ranking of all RFP responses. Staff requests finalist to do
a presentation for Agency staff. Staff makes final recommendation to
the Audit Committee on November 17th. Staff provides Audit
Committee with all necessary documentation leading up to the final
recommendation made by staff.

Audir Committee makes final recommendation (based solely on the
recommendation of the staff} to the Board by January 19, 2012,
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1 Introduction and Overview of Requirements

1.1

1.2

1.3

1.4

Background

The California Housing Finance Agency (“CaiHFA" or “Agency) was created in 1975 by an act
of the California Legislaiure and commenced operations in 1976. The Agency is a public
instrumentality and political subdivision of the State of California and is included in the State's
Comprehensive Annual Financial Report ("CAFR”). The Agency is authorized to administer the
activities of the California Housing Finance Fund (*CHFF")}, California Housing Loan Insurance
Fund {(“CHLIF"), and two state general obligation bond funds. The Agency is entirely sslf-
funded and does not draw upon the generaf taxing authority of the State,

Purpose

This purpose of this Request for Proposal {("RFP" or “Proposal”) is lo obtain proposals from
qualified certified- public accounting firms to conduct financial audits of the CHFF and CHLIF
along with other audit and atitestation functions, as generally described In Section 5.2 and 5.3
of this RFP. The term of the engagement will be for one year beginning with calendar year
ending 2011 for CHLIF and the fiscal year ending June 30, 2012 for CHFF with the possibility
of being extended for additional one (1) year terms, with a maximum of three {3) extensions.

Evaluation Criteria |
Response fo the RFP will be reviewed based on the following:

1. Firm's experience as Independent auditor for:
a. Housing Finance Agencies
b Other issuers of revenus bonds
c. Commercial banks and mortgage lenders
d Other agencies of the State of California

2. Organization, size and structure of firm

3. Qualifications of staff to be assigned - posttlon in firm and years and type of
experience will be considered

4, Responsiveness of written propasal to the scope of services and requirements
5. Pricing proposal

Definitions:

The terms listad below shall have the meanings ascribed therain when used in this RFP and in
any addenda, exhibit, attachment or other document attached or referred to herein.

“Audit Commitiee”, consists of three (3) members of the CalHFA Board of Directors.

“California Housing Finance Agency”, “CalHFA", or “the Agency”, a public instrumentality
and poalitical subdlvision of the State of California chartered to finance balow market rate loans
to create safe, decent and affordable rental housing and to assist firsi-time homebuyers in

realizing the dream of homeownerghip.

introduction and Qverview of Reauirerments . Pags'1
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1.5

1.6

“California Housing Finance Fund”, or "CHFF", is one (1) of two (2) continuously
appropriated funds administered by the Agency. :

“California Housing Loan Insurance Fund” or "CHLIF", is one (1) of two (2) continuously
appropriated funds administered by the Agency. '

“Contract” means the written agresment bétween CalHFA and the Vendor that will bind the
parties to performance, obligations, price, deliverables, etc. to petform audit and atiestation

services.

“Roint of Contact” or “POC” is the CalHFA representative to whom the Vendor must direct all
communications regarding the RFP. }
“Statement of Work™ or “SOW” means the services and tasks the Vendor will perform during
the contract period.

“Sub Vendor” means anyone under contract with the Vendor to carry out some work or

services which the Vendor has agreed to perform.

“Wendor” means the Yendor selected who enters info the Contract with CalHFA to perform
audit and attestation services and is responsible for any SubVendors.

RFP Disclaimers
Vendors responding to this RFP should understand that this RFP process might differ

" significantly from the typical State of California process with which vendors may be familiar.

Although CalHFA is a state agency, CalHFA is not required to procure any of its contracts
through a competitive bidding process. Neither is CalHFA generally subject to many of the
restrictions or requirements associated with state contracting practices. For Instance, CalHFA
is not required to include any of the protest or appeal rights that may be available under the
typical state RFP procedures. In this regard, CalHFA urges vendors to pay particular attention
to Section 1.16 Reservations when reviewing and responding to this RFP.

The RFP requests the submission of Proposals, but is not itself an offer and shall not be
construed as an offer. In no event shall any obligatien of any kind be enforceable against the

Agency uniess and until a written Contract is entered into.

Service Objectives
The following are the key service objectives CalHFA expects fo achieve through the SOW as
described in Section 5 Statement of Work of this RFP:
Service chjectives for CHFF:
o - The CHFF fiscal year financial audit beginning with year ending June 30, 2012.
o Audit of CHFF and issuance of independent auditor's report by October 1st of each
year.

s The CHFF opinion on supplemental information requested by the State Controller's
Office by October- 1st of each year.

o The CHFF OMB Circular A-133 Report (Federal Single Audit) by October 15" of
each year.

inkroduction and Overview of Requirements, .. Page2
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1.7

The CHFF Financing Adjustment Factor (‘FAF") agreed-upon procedures review
(due every three years beginning with the three fiscal year periods ending June 30,
2012) required by HUD.

The CHFF agreed-upon procedures in connection with Proposifion 1C Funds
{yearly).

The CHFF agreed-upon procedures in connection with debt Issuance as requested
by underwriters (as needed).

Opinion on Adequacy of Internal Controls using the Audit Guide provided by
Department of Finance (due each odd year beginning 2013):

Report audit results to Board of Directors Audit Committee {SAS 61).

Service objectives for CHLIF:

©

4]

The CHLIF calendar year financial audit beginning with fiscal year ending December
31, 2011.

Audit of CHLIF and issuance of independent auditor’s report by Aprit 30" of each
year.

Report audit results to Board of Directors Audit Commities (SAS 61).

Scope of the RFP and Admonishment

This RFP contains the requirements for those who wish to submit a Proposal. The format and
content are dascribed in the appendices. This RFP also addresses the requirements that miust
be met in.order to be eligible for consideration, as well as responsibilities before, durlng and

after implementation of the Solution,

VENDORS MUST TAKE THE RESPONSIBILITY TO:

1. CAREFULLY READ THE ENTIRE RFP;

2. iF CLARIFICATION 1S NECESSARY, ASK APPROPRIATE QUESTIONS IN A
TIMELY MANNER;

3. RESPOND COMPLETELY AND BY STATED DEADLINES; and

4, MAKE SURE THAT ALL PROCEDURES AND REQUIREMENTS OF THE RFP AHE
ACCURATELY FOLLOWED AND APPROPRIATELY ADDRESSED.

[ptroduciion and Overview of Requirgments  Paged
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1.8 Point of Contact

Direct all communication with GalHFA to the Point of Contact (“POC"), or such other person
who CalHFA designates In writing, as follows:

Table 1: Point of Gontagt

Mame: Lori Hamahashi

Title: Deputy Gomptroller

Address: California Housing Finance
Agency

500 Capltol Mail, Sulte 1400
Sacramento, CA 95814

thamahashi@calhfa.ca.gov
(918) 328-8423

Email addvess:
Phone Number:

Normal working hours are from 8:00 AM. until 5:00 p.m. Pacific Standard Time Monday
through Friday.

1.9 Key Action Eventis and Projected Dates

The following table outlines the schedule for key action events and the projected dates and
times (Pacific Time)}, as appropriate.
Table 2: Key Action Events and Projected Dates

R
(AlLtimesare PT).. . &
October 19, 2011

Purpose

- ) _ Step

Release of RFP to candidates

- | Allows vendors to ask questions and
1 Lﬁ:tsggxsm submit receive answers prior to submission of
- ]9 Proposals to CalHFA. (See Section 1.10

Release

October 26, 2011

regarding the RFP

for mare information)

Proposals due

CatHFA will recaive Proposals from
vendors and bagin evaluating RFP
responses.

NLT & pm on
November 4, 2011

Top 2 or 3 vendor
finalists present to
Audit Committee

Allows Audit Committee an additional
opportunity to evaluate vendor finalists to
make recommendation to the Board of
Direciors.

November 17, 2011

Vendor seleciion

Audlt Committee recommends vendor o
Board of Directors for possible action

January 18, 2012

Contract executed

Finalize Vendor services contract

End of Febtuary 2012

introduction and Overview of Reguirements
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1.10 RFP Questions
The vendars may submit written questions via emajl to the POC listed in Section 1.8. The POC
shall broadcast responses to all submitted questtons to all vendors within two (2) days from the
date it was submitted.

1.11 Changes in Scope of Services
CalHFA reserves the right to change, add to, ot delete, any part of this RFP. Additlons,
deletions or madifications to the original RFP could result in RFP addenda, which will hecome
an integral part of the RFP and/or any Proposals.
CalHFA reserves the right to contract for services that are less or greater than those services
specified in this RFP.

1.12 Proposal Requirements and Conditions

A vendor's Proposal is an irrevocable offer for one hundred sighty (180} calendar days
following the schedulad date for Vendor Selection in the Key Action Dates specified in Section
1.9 Key Action Events and Projected Dates. A vendor may extend the offer in the event of a

delay of Vendor Selection.

1.13 RFP Documernts

This RFP includes CalHFA's requirements and instructions, which prescribe the format and
content of Proposals to be submitted. If a vendor discovers any ambiguity, conflict,
discrepancy, omission, or other error in this RFP, the vendor shall immediately notify the POC
of such error by email and request clarification or modification of the document. Modifications
will be made by addenda issued pursuant to Section 1.14 Addenda. Such clarifications shall
be provided to all vendors participating in the procurement process, without divulging the
source of the request. Insofar as practicable, CalHFA will give such notices to other interested
vendors, but CalHFA shall not be responsible therefore.

1.14 Addenda

CalHFA may maodify the RFP prior to the Vendor Selection date by issuance of an addendum.

1.15 Submission of Proposal and Contract
Any vendor submitting a Proposal thereby automatically agrees to each and all the terms,
conditions, provisions and requirements set forth and contemplated in this RFP.
The contents of the Proposal of the selected Vendor will become contractual obligations
contained in the Contract between the Vendor and CalHFA.

Failure of the selected Vendor to accept these obligations in the Contract may result In
disqualification of the Vendor, Selection of a Vendor is coniingent upon successful negotiation

of the Contract.

nirpduction and Overview of Becuitaments . . Pagesd | '
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1.16 Reservations
Comment [A2]: Moved to saction

All costs for deveioplng and submittrng proposals pursuant to this RFP are solely the . .-
responsibllity of the party submitiing the proposal and shall not be reimbursable by the Agency B s
Although the Agency has chosen at this time to seek Proposals for auditing services, it is not
required to procure any of its contracts by way of competitive bidding ang is generally not
subject to many of the restrictions or requirements typically associated with state contracting

" practices. Accordingly, the Agency resetves its right to select one or reject all Proposals

submitted pursuant to this BFP.
In addition, the Agency reserves the right to:
o Request an interview with any vendor prior to selection.

s Select for contract negotiation the vendor that, in the Agencys judgment will best
- meet the Agency's needs, regardless of any differences in estimated costs between
the vendors.
s Consider information about a vendor in addition to information submitted in its
Proposal or obtained through interviews.

o Seiect a vendor other than a vendor responding to this RFP.

e Require additional infarmation from any responding vendor,

e Terminate this process at any time without selecting a vendor. -

e Change any deadline or date provided for herein without prior notification.
o Otherwise amend or madify any of the terms or provisions of this RFP.

Until the selected vendor has been approved and notice given to all responding vendors, no
employee, agent, or representative of a responding vendor shall make available or discuss its
Proposal with any officer, member employee, agent, or representative of the Agency other than

the designated POC.

1.17 Lﬂcenseé

Vendor shall be reguired to obiain any necessary sofiware licenses and shall comply with al
federal, state, and local laws, codes and ordinances without additional cost to CalHFA, other

than the costs outfined in the vendor’s proposal.

1.18 Conflict of interest

Each responding vendor must disclose any existing or potential conflict of interest relafive to
the performance of the contractual services resulting from this RFP, including any reiationship
that might be perceived or. represented as a conflict. By submlttmg a Proposal, the responding
vendor affirms that it has not given, and does not intend to give at any time hereafter, any -
sconomic opportunity, future employment, gift, loan, gratuity, special discount, trip, favor, or
service to a public servant or any employes or representative of same, in connection with this

procurement. Any attempt to intentionally or unintentionally conceal or obfuscate and any

1 Deleted: Introduction and Cvarview
+ | of Requirements
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actual concealment or obfuscation, whether intentional or unintentional, of a conflict of interest
will automatically result in the disqualification of a responding vendor's Proposal.

CalHFA will determine whether a conflict of interest exists and whether it may disqualify a
responding vendor. Responding vendors must provide sufficient facts and miormatlon for the
Agency to determine the significance of each potential conflict. :

Prior to commencement of any services under the Contract, certain of the responding vendor's
employees and agents, as determined by the Agency, shall complete a California FPPC Form
700, Statement of Economic Inferests as required hy the Agency's Canfilct of Interast Code
under Section 81000 ef seq. of the California Government Code. Furthermore, CalHFA
reserves the right to disqualify any responding vendor on the grounds of actual or apparent
conflict of interest.

1.19 Confidentiality of Data

The Vendor shall comply with all CalHFA confidentiality requirements pertaining to all financial,
statistical and personal data, including any and all non-public personal information of a
conhsurner of customer of CalHFA, technical and other data and information relating to
CalHFA's operation that are made avallable to the Vendor. The Vendor shall take all
reasonable measures, including without limitation such measures as it takes lo safeguard iis
own confidential information, to ensure the security and confidentiality of all information
provided to it by GalHFA, fo protect against all threats or hazards to the security or integrity of
the information, and to protect against unauthorized access to or use of the information.

1.20 Mandatory Use of the Propesal Format Template

1.21

All proposals shall be submitted using the format defined in Appendix 1 Proposal Format.
The proposal must be complete. f information is omitied from a proposal, CalHFA reserves
the right fo treat that proposal as non-responsive and reject the propasal. Any deviation from
this format may lead to the' rejection of the proposal,

All requests for information in all sections of this document must be answered as conclsely as

possible and with minimal marketing literature.

Proposals shall include a cover letter from the vendor indicating that the vendor understands
the requirements of the RFP, including the RFP attachmenis and appendices and accapis the
RFP terms and conditions (including addenda).

Proposal Niaterials

All materials submitted in accordance with this RFP become the property of CalHFA, and will
nat be returned unless otherwise specified.

Introduction and Overview of Requirements . Page7
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2.1

2.2

Proposal Steps

Proposals must meet all formatting and content requirements described in Appendix 1
Proposal format. Proposals are to provide a straighiforward, concise delineation of the
vendor's compliance with the requirements of this RFP. Expensive bindings, colored displays,
promotional materials, etc., are not necessary or desired. Emphasis must be concentrated on
conformance to the RFP instructions, responsivensss to the RFP reguirements and on

completeness and clarity of content.

Before submitting each document, the vendor should carefully read its proposal for errors and
adherence to the RFP requirements. All pages and sections in the Proposal must be clearly

numbered.

Questions and Written Statements

Any written or verbal statements regarding this RFP by any parson other than the POC prior to
the selection will be deemed unauthorized and may not be relied on. Any statements from the
POC must be in written form to be considered official.

Questions regarding the RFP and/or Contract can be submitted via email to the POC by the
date indicated in Section 1.9 Key Action Events and Projected Dates. Questions received
after that date and fime may be considered but CalHFA does not guarantee a response in
advance of the Proposal due date,
All questions and/or requests for additional information or clarification of information in the AFP
shall include;

o The vendor name

o Contact person’s name and title

e Contact person's business address, phone number and email address

o Clear and concise question(s) or statement(s)

e References to specific points within the RFP
Proposal Submission

2.2.1 Submission of Proposal

Proposals must be emailed as a single PDF file and delivered in paper form to the POC listed
in Section 1.8 not iater than the date and time indicated in Section 1.9 Key Action Events
And Projected Dates.

It is the sole responsibility of each submitfing vendor fo ensure that its Proposal is received
before the submission deadline. Submitting vendor shail bear all risks associated with defays
in delivery by any person or entity. .

Proposals that do not reasonably satisfy the minimum requirements may be excluded from
further consideration. CalHFA reserves the right to accept or reject any Proposal without
further consideration for any reason.

ProposalSteps ] Page8
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2.2.2 Clarification of Proposals
CalHFA may ask the vendor to clarify its submitted information but will not aliow the vendor io

change i#ts Proposal. |If such information is required, the vendor will be notified and will be
permitied five {5) working days to submit the information required.

2.2.3 Late Submission of Proposals
Any Proposal recsived after the specified due date and time may be rejectec{

2.3 Selection Process

Upon review of all Proposals, CaiHFA may select Proposal(s) for further review, as autlined in
the sections beiow,

2.3.1 Refersnce Checks

CalHFA may conduct reference checks of the vendor and the vendor's key personnel.
CalHFA expects that all references will respand to CalHFA’s inquiry. Clients of the vendor or
vendor's key personnel, in addition to those provided as references by the vendor, may be

contacted by GalHFA as part of its due diligence.

2.3.2 Selectlon and Approval

Selection of a vendor is expected to take place within the period designated in Sectien 1.9 Key
Action Events and Projected Daies.

Recipients of this RFP will be evaluated based on the criteria reflecied in Section 1.3
Evaluation Criterla. Detfalls of the required components for each of these criteria are
contained in Section 5 Statement of Work. Responding vendors will also be evaluated on the
completengss of their proposals and their demonstrated ability to fully answer questions.

The qualifications of vendors responding to this RFP will initially be considered by CalHFA
EMPLOYEES SELECTED BY THE EXECUTIVE DIRECTOR (‘CaldFA Committes”). The
CalHFA Committea will make recommendations to the Audit Committee which may or may not
accept the CalHFA Committee's recommendation. The Audit Commitiee will select a vendor
who in its opinion best meets the requirements of this RFP at a reasonable cost. As part of the
selection process, the Audit Committee may require interviews with the vendors cons:dered the

maost qualified to provide the services under this RFP

Selection of a vendor is expected fo take place with the period designated in Section 1.9 Key
Action Events and Projected Dates. Once selected by the Audit Commitiee the selected
vendor will be expected to enter into a Contract with the Agency. The anticipated Contract
effective date is indicated in Section 1.9 Key Action Events and Projected Dates.
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3
3.1

3.2

3.3

3.4

Administrative Requirements

Overall Proposal Responsiveness
Each vendor must submit & responsive Proposal, which:
o Adheres to the format and content requirements specified in Appendix 1 Proposal
Format.
o Includss the following required forms:;

= Appendix 2 — Confidentiality Statement; and
u  Appendix 3 — Proposal Signature Form,

e Conforms to Section 1.12 Proposal Requirements and Conditions.

a Meets the requirements defined in this Seciion 3 Adminisirative Requirements.
» Reflects an understanding of Section 4 Current Environment.

¢ Meets the requirements defined in Section § Statement of Worlk.

CalHFA reserves the right,‘at any time, to reject any Proposal,

Constraints

CalHFA will establish ail pertinent business and sacurity policies and procedures including
those that are vital to protecting its business interests and those required to meet industry

regulations. The vendor must comply with, and support these palicies.

Vendor Personnel

The Vendor must provide the services in a professional manner, using only individuals of
suitable experience, training and skill.

Vendor References

The vendors shali provide client references for the vendor. The vendor will coniact the
references and inform them to be available to CalHFA after Proposals are cue, outlined in
Section 1.9 Key Action Events and Projected Dates, fo validate the information provided by
the vendor and to determine the client’s overall satisfaction with the services provided. It may
prove beneficial to the vendor to contact its referenced clients to ensure the client contact
information provided on the corporate experience references form is up-to-date and that the
client reference will be available. Refarences that cannot be validated by CalHFA will not be

considered.

All references provided must be for services completed within the last three (3) years for which
the vendor acted as the Vendor, with af least one of the refarences for services completed
within the past one (1) year. A minimum of two of the vendor's raferences must be from similar

industries.

References must meet the gualification requirements and include the information specified in
Appendix 1, D.3 Vendor References. At least three (3) client experience references are

i
s
‘

Admiﬂistfaiiva Regulrements, . _  Pagel0
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3.5

3.6

3.7

required. The descriptions of the services must be detailed and comprehensive enough to
petmit CalHFA to assess the similarity of those services to the work anticipated in this

procurement.

‘Vendor
A single vendor will be selected. The vendor selected and enters into a Contract with CalHFA

("Vendor") will be solely responsible for successful performance of all Subvendors and support
services offered in the vendor's Proposal. Furthermore, CalHFA will consider the Vendor to be
the sole paint of contact regarding contractual matters for the term of the Contract.

A joint Proposal (two or more vendors quoting jointly on one Proposal) will not be considered.

Disputes, Clalms, Actions, Proceedings, Convictions

Each vendoi must provide detalls of any disciplinary actions or other administrative action
taken by any jurisdiction or person against vendor or its Subvendors, Each vendor shall list
and summarize (include all involvaed parties) all judicial or administrative proceedings involving
its system development and implementation activities and anti-trust suits in which It has been a
party to within the fast five (5) years. If vendor is a subsidiary, it must also submit information
for all parent companies. If vendor intends to use Subvendors, associated companies, and
consultants that will be Involved in any phase of service, vendor's Proposal shall include
pertinent information on each such Subvendor, associated company and consuftant. Each
vendor must identify each lawsuit and jurisdiction related to any past or pending claims within
the last five (5) years. In addition, each vendor must identify any services where-it was
removed from service before its successful service completion within the. last five (5) years and
state the reasons for such removal. Vendor shall also inform CalHFA of any fefony conviction
of any officer or key personnel. If any information provided here is inaccurate, this could lead

to disgualification of the vendor.

Confidentiality and Disclosures
The selected Vendor shall adhere to all required CalHFA confidentiality and disclosure policies,
All or certain of Vendor's siaff shall:
e Sign and submit the Confidentiality Statement.
o Sign and submit an Information Security Acknowledgement and Agreement upon Final
Selection and before access is granted to any CalHFA resources.

e Sign and submit California FPPC Form 700, Statement of Ecanemic Interasts, if
;equired by CalHFA upon entering Inte a Contract (hitp://www.fppc.ca.gov/).

o Treat all information, deliverables, and work products as confidentizl that cannot be
disclosed in any form to any third-party without CalHFA’s prior writien consent.

o Not use, without CalHFA approval, any CalHFA materials for any purpose other than
carrying out the terms under the Contract with CalHFA.

= Not remove any CalHFA equipment, information, data, work products, and deliverables
outside CalHFA's secured environment without advance written approval from a

CalHFA representative.

Administrative Requitements, R - * - 1 &
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-]

Abide by the following Privacy Statement:

“CalHFA systems are restricted to authorized users for legitimate purposes.
There is no expectation of privacy on CalHFA systems as they are being audited
and monitored. The unauthorized access, use, or modification of CalHFA
systems or the data contained therein or in transit to/from, is prohibited by law
and violators may be subject to criminal, ¢ivil and/or administrative actions.”

The selected Vendor must submit a fully executed copy of the Payee Data Record, STD. 204.
The web link io the Payee Data Record is included in Appendix 4.
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4 Current Environment

4.1

Agency Overview.
The CalHFA Is the State's affordable housing bank with over $10 billion in assets. The
following are additional characteristics of the Agency,

o A component unit of the State of California

[

Entiraly self-suppoﬁing
No funding appropriations by the state legisiature

@

o 2 primary funds
o California Housing Finance Fund
o California Housing Loan Insurance Fund

411 California Housing Finance Fund Overview
The following are characteristics of the California Housing Finance Fund operations:

s igsuance of Agency bonds and notes to fund loans to qualified borrowers for single family
homes and multifamily developments

o Both tax-exempt and taxable bonds

o Fixed rate bonds, variable rate bonds, and variable rate bonds swapped to
synthstically fixed rates

¢ Investment porffolio of over $2.2 billion that is composed of
o Invesiment agreementis
o Surplus Monay Investment Fund
o Securities
o Maoney Market Funds
o Other Short Term Investiment Vehicles
e Program loans receivable of $6.3 billion
o Bonds payable of $7. billion
o More than $5.2 billion of variable rate debt
o Approximately $2.4 billion swapped to synthetically fixad rates
e Thirteen (13)swap counterparties :
o Copies of CalHFA's latest financial reports can be found at

Current Environment, - Page 13
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4.1.2 California Housing Loan Insurance Fund Overview

The California Housing Loan insurance Fund is the private mortgage insurance subsidiary of
CalHFA. The fallowing are characteristics of the California Housing Loan Insurance Fund

operations:
Assets total $3 million
o More than 7,500 insured loans with total risk-in-force of over $736 million

Q

o Reinsurance agreesment with Genworth
o Loss reserve calculations
s Copies.of CalHFA's latest financial reports can be found at

4.1.3 Significant Accounting Policies

o Follow the standards of reporting as promulgated by the Government Accounting
Standards Board ("GASB"):

o Adapted GASE Statement 20 - apply all GASB pronouncements and only FASB
pronouncements prior to 11/30/89

o Adopted GASB Statement 31- fair valuation of investments

o Adopted GASB Statement 34 - financial statement presentation and
management’s discussion and analysis

o Adopted GASB Statement 40 — investment risk

o Adopted GASB Statement 53 — accounting and financial reporting for derivative
‘ instruments

. ‘[Beleted: Statesnant of Work
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5.1

5.2

Sia‘&emem of Work

The purpose of this procurement is {o obtain a qualified ceriified public accounting firm to
provide audit and attestation services as generally described in this section of this RFP and
consistent with Section 4 Current Environment.

Summary and Authoriiative Guidance

The Vendor shall audit the financial statemenis of the CHFF and the CHLIF beginning with the
fiscal year ending June 30, 2012 and the calendar year ending Decsmber 31, 2011,
respectively. The audit shall be conducted for the purpose of expressing an opinion on the
Agency's basic financial statements in accordance with auditing standards generally accepted
in the Unitect States of America based on the audit. Audit procedures are to be applied the
management's discussion and analysis and any other supplementary information required by

the Govermnment Accounting Standards Board (“GASB”) and any supplemental information

presented in the Ageney's Annual Reports.

The Vendor shall perform Single Audits as required by the Agency and issue the required
reporis thereon in compliance with Government Audit Standards issued by the Government
Accountability Office {("GAO") and Budget Circular A-133 and the requirements of the American
Recovery and Reinvestment Act (“ARRA”) and the Housing and Recovery Act (“HERA")

legislation.

The Vendor shall review the Agency's internal controls over financial reporting and operations
and perform fesis as are necessary to determine the Agency's compliance with certain
provisions of laws, regulations, and other matters and shall issue reporis therson.

The Vendor shall perform agreed-upon progedures as required by the Agency in accordance
with Statements on Standards for Attestation Engagements issued by the American institute of
Certified Public Accountants ("AICPA”).

Primary Services Deliverables for the CHFF
The primary services deliverables o be provided by the Vendor ara as follows:

o The CHFF fiscal year financial audit beginning with year ending June 30, 2012,
o Audlit of CHFF and issuance of independent auditor's report by October 1st of each year.

'_ a  The CHFF opinicn on supplemental information requested by the State Controlier's Office

by October 1st of sach year.
s The CHFF OMB Circular A-133 Report (Federal Single Audit) by October 15" of each
year.

s«  Tha CHFF Financing Adjustment Factor (“FAF") agreed-upon procedures review (due
every three (3) years beginning with the three (3) fiscal year periods ending June 30,

2012) required by HUD.
e  The CHFF agreed-upon procedures in connection with Proposition 1C Funds (yearly).

° The CHFF agreed-upon procedures in connect:on with debt issuance as requested by
underwriters {as needsd).

Statementof Work ~ Pagets |
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[+]

[+]

5.3 Primary Services

Opinfon on Adeduacy of Internal Controls using the Audit Guide provided by Department
of Finance (due odd year beginning 2013). '

Report audit results to Board of Directors Audit Committee (SAS 61).

Deliverables for the CHLIF

The primary services deliverables for the GHLIF to be provided by the Vendor are as follows:

-}

The CHLIF calendar year financial audit beginning with fiscal year ending December 31,

2011. ‘
Audit of CHLIF and issuance of independent auditor's repart by April 30" of each year.

Report audit results to Board of Directors Audit Gommitiee (SAS 61).

Statement of Work, ... ... Pagets
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Appendix 1 Proposal Format

Proposals must be emailed as a single PDF file and a paper copy delivered to the POC listed in
Section 1.8 I_Jy the date and time indicated in Section 1.9 Key Action Events and Projected

Dates.

It is the sole responsibility of each submitting vendor to ensura that its Proposal is received
before the submission deadline. Submitting vendor shall bear all risks assoclated with delays

in delivery by any person or eniity.

Proposals that do not reasonably satisfy the minimum requirements will be excluded from
further consideration. CalHFA reserves the right to accept or reject any Proposal without
further consideration for any reason.

A. Proposal Signature
Insiructions 1o vendors: All vendors must complete and sign a Proposal Signature Form’
included in Appendix 3
Failure fo compleie and sign 2 Proposal Signeture Form will result in rejection of the
Proposal.

B. Cover Lelter

insiructions to vendors, Vendor's Proposal must contain a cover letter signed by an
Individual who is authorized to bind the vendor's firm contractually, indicating the title and
position that person helds in the firm, and including a statement that the vendor undarstands
the requirements of the RFP, includihg the RFP attachments and appendices, and accepts the
RFP terms and conditions (inciuding addendums).

<Response>

.| Deleted: Appendix 4 Payee Data
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€. Vendor Profile

Instructions to.vendors: This section provides all relevant information regarding the vendor's
capabilities to deliver, install and configure the proposed ECM solution.

G.1. Vendor Organization Overview
Company Overview

Company Name:

Headquarters Location:
Date Founded:
Company ownership (e.g., private/public, jeint venture):

Number of years vendor has been providing the type of services
specified in RFP: .

Number of employees:

Primary Contact Information

Name: Title:

Address:

City, State and Zip Code:
Phone:

Email:

Fax:

Regional or Local Office Information

Company Name:
Address: ‘

City, State and Zip Code:
Primary Contact:

Phone:

Fax:

C.2. Business Disputes

Instructions to vendors: The vendor must provide details of any disciplinary actions or other
administrative action taken by any jurisdiction or person against vendor or a SubVendor as
described In Section 3.6 Disputes, Claims, Actions, Proceedings, Convictlons.

<Response>

Appendix 1 Proposal Format, - Page 18
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D. Responses

1.

D.2.

D.3.

Statement of Work Responses
Instructions to vendors: Provide a description of your proposed audit and aftestation services
including at a minimum those sections defined in Section 5 Staiement of Work.

<Response>

impiementation Strategy
Instructions to vendors: The vendor shall provide a description of the vendor's approach to
implementing its audit and altestation services:

& |mplementation approach

b. Keysto successful implementatlon of the vendor audit and atiestation services

<Response>

Vendor References

Instructions to vendors: Pravide (per Table 3) at least three (3) references of clients whose
engagements had a comparable scope of services to this RFP {preferably clients similar to
CaiHFA). '

All references provided must be for services completed within the last three (3} years for which
the vendor acted as the vendor, with at least one of the references for services completed
within the past one (1) year. A minimum of two (2) of the references rmust be from similar

industries.
<Response:
Table 3: Vendor Reference Form
Client Information
Vendor Name:
Service Start/End
Dates:
Client Name: Contact Name:
: Phone:
Address: Fax;
Email:

Industry:
Type of Services Dascription

Deleted: Appendix 4 Peyee Data
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D.3.a. Use of Subvendors

instructions to vendors: Vendors may use Subvendors to augment some skill sets. CalHFA
requires the vendor to identify any Subvendors to be used, the Subvendor roles and to what
extent the Subvendor has been integrated into the vendor team in previous engagements.

Compiete the following table for each Subvendor.
Subvendors

Subvendor name:

Company ownership (i.e., private/
public, joint venture):

Heédquarters mailing address:

Date founcled:

Number of employees:

Products or Services to be provided fo
GalHFA:

Percentage of Contract value being
performed:

Experience of Subvendoer in performing
the services 1o be provided:

Brief description of previous
partnering experience the Vendor has
with Subvendor:

Locations where Subvendor work is to
be performed:

Record, STD. 204

,{ Deleted; Appendix 4 Payee Data

Appendix { Propossl Format, ... Page200 |




' CalHiFA
Audlit and Attestation Services RFP

E. Administrative Policy Instructions

Insiructions fo vendors: CalHFA requires the vendor to attach completed copies of the
following:

¢ Confldentiality Statement (provided in Appendix 2)
o Proposal Signature Form (provided in Appendix 3)

<Respanse=
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F. Pricing Proposal -

Instructions io venders: Vendor shall provide the pricing information in the format

specified in this section. The Proposal shall clearly indicate ALL COSTS that the

CalHFA is expected to Incur over the term of the Contract based on the information
contained in this AFP. CalMFA assumes the price is inclusive of all the services
described in this RFP unless vendor explicitly indicates otherwise.

Pricing for Audit and Altestation Services

California Housing Finance Fund

Fiscal Year
2011/12

Fiscal Year
2012/13

Fiscal Year
2013/14

F'iscal Year
201415

Total

US GAAP
Audit

SCO Report

Single Audit

Prop 1C
Agreed-Upon
Procedures
{yearly}

FAF Agreed-
Upon
Procedures
(every thrae
years
beginning with
3 FY periods
ending June
30, 2012)

Internal
Control
Opinion (odd
year beginning
2013)

Bond
Underwriters
Agreed-Upon
Procedures

Leave Blank

v

Lgaﬁe Blank

Leave Blank

Leave Blank

Leave Blank

Appendic 1 Proposal Format
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One letter
{Per
Issuance)

Two lattars
(Per
tssuance)

Travel
Expenses (if
not part of
other fees)

Total

California Housing Loan Insurance Fund

Calendar Year | Calendar Year
2011 _ 2012

Calendar Year
2013

Calendar Year
2014

Total

US GAAP
Audit

Agreed-Upon
Procedures —
Freddie Mac

Requirement

Travel
Expenses (if
not part of
other fees)

Total

The vendor shall state all prices in US doilars and these prices shall include ail chargeé
to CalHFA. That is, the proposed service charges shall be inclusive of all expenses,
charges and costs for CalHFA specific assets and other resources incurred by the

vendor in providing the service.

All prices shall remain valid for a period of at least one hundred eighty 180 days from

the Vendor Selection date.

Appendix 1 Proposal Formal,
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Appendix 2 Confidentiality Statement

As an authorized representative and/or corporate officer of the company named below, |
warrant my company and its employees will not disclose any documents, diagrams,
information and Information storage media made available to us by the Agency for
responding to the Audit and Atlestation Services RFP or in conjunction with any
contract artsing there from. [ warrant that only those employees who ars authotized and
required to use such materials will have access to them. .

. 1 further warrant that all materials provided by the Agency will be refurned promptly after
use and that all copies or derivations of the materials will be destroyed physically and/or
electronicaily. | will include with the refurned materials, a letier attesting to the complete
return of materials and documenting the destruction of copies and derivations. Failure to
so cornply will subject this company to liabllity, both eriminal and civil, including afl
damages to the Agency and third parties. [ authorized the Agency to inspect and verify
the above.

| warrant that If my company is approved as the Vendor for the services, it will not enter
into any agreements or discussions with any third-party concerning such materials prior
to receiving written confirmation from the Agency that such third-party has a
confidentiality agreement with the Agency similat in nature to this one.

Signature of Representative Date

Name of Representative (Print or Typs)

Title of Representative (Print or Type)

Name of Gompany {Print or Type)

e H
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Appendix 3 Proposal Signature Form

Name of Vendor:

Business Address:

{Streef)
(City} {State) {Zip Cade)
Phone: ) ) Fax:
Type of Business: Corporation
{check one)
Partnership

Federal Tax L.D. Number:

tndividual dging business under own name
Individual doing business using a firm name
Joint Venture (Attach Joint Vanture Agreement)

i

To California Housging Finance Agency (CalHFA):

The undersigned, as vendor, certifies that the only persons or parties interested in this
Proposal as principals are those named herein as vendor; that this Proposal is made
without collusion with any other person, firm, or corporation; that in submitting this
Proposal the vendor has examined all terms, conditions, and requirements set forth in
the RFP; that the vendor proposes and agrees that if this Proposal is accepted, the
vendor will execute and fully perform the Contract for which Proposals are called; that
the vendor will perform alt the work andfor furnish all the materials specified in the
Gontract, in the manner and time tharein prescribed and accarding to the requirements
as therein set forth; and that the vendor will take in full payment therefore, the prices set

forth in the Contract.

(Typed or Printed Name and Title) (Signature)

(Date)

Address (if different than business address abova)

Appendix 3 Proposal Signatwre Form, .. Page 25
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Appendix 4 Payee Data Record, STD. 204

STD. 204 can be found on-line at i
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