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AGENDA
November 27, 2006 — 4:00 p.m.

Sonoma County Agriculture and Open Space District
Conference Room
747 Mendocino Avenue, Suite 100, Santa Rosa,
California

ITEM
l. Introductions

1. Consent Items — DISCUSSION/ACTION
A. Approval of Agenda

Il Announcements/Reports — DISCUSSION/ACTION

V. Measure M Audit for FY05/06— DISCUSSION/ACTION
A. Review of Draft Audit from Williams Adely & Company*

B. CAC recommendation on Draft Audit
C. Financial Reports*
D. Schedule for annual report

V. Announcements / Other Business — DISCUSSION

VI. Adjournment — ACTION

The next S C T A meeting will be held December 11, 2006
The next C A C meeting will be held December 18, 2006.

DISABLED ACCOMMODATION: If you have a disability that requires the agenda materials to be in an alternate
format or that requires an interpreter or other person to assist you while attending this meeting, please contact
SCTA at least 72 hours prior to the meeting to ensure arrangements for accommodation.
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INDEPENDENT AUDITORS’ REPORT

To the Citizen’s Oversight Committee
Sonoma County Transportation Authority

We have audited the accompanying financial statements of the Sonoma County Transportation Authority
Measure M Funds as of June 30, 2006, and for the period from April 1, 2005 through June 30, 2006 as
listed in the table of contents. These financial statements are the responsibility of the Sonoma County
Transportation Authority’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Sonoma
County Transportation Authority’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As described in Note 1, the financial statements present only the Sonoma County Transportation
Authority Measure M Funds, and do not purport to, and do not, present fairly the financial position of the
Sonoma County Transportation Authority, as of June 30, 2006 and the changes in its financial position for
the period then ended, in conformity with accounting principles generally accepted in the United States of
America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Sonoma County Transportation Authority’s Measure M Funds as of June 30,
2006, and the changes in financial position thereof for the fifteen month period then ended, in conformity
with accounting principles generally accepted in the United States of America.

November 10, 2006
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SONOMA COUNTY TRANSPORTATION AUTHORITY — MEASURE M FUNDS
Notes to Financial Statements
June 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Measure M Funds were created in November 2004 with the passage of the Traffic Relief Act for
Sonoma County. Measure M is funded by a quarter cent sales tax and its activities are accounted
for in special revenue funds of the Sonoma county Transportation Authority ("SCTA"). Measure
M creates a stable funding source for local transportation projects intended to make significant
progress in widening Highway 101, maintaining local roads, improving local transit services,
developing passenger rail service, providing safe bike and pedestrian routes and making key
local street improvements.

The Measure M 2005 Strategic Plan serves as the guiding policy and programming document for
the implementation of Measure M projects. It covers a five year period and will be updated
every two years in order to reflect the actual revenues received.

The allocation of Measure M funds is as follows:

20% of the funds will be used to fix pot holes and maintain local streets.

20% of the funds will be used for key local road projects throughout the County.

40% of the funds will be used to help fund Highway 101 widening throughout the
County.

10% of the funds will go to improving local bus transit service.

5% of the funds will go to SMART for the development of passenger rail service.

4% of the funds will be used for bicycle and pedestrian routes.

There is an overall limitation of one percent on the administrative expenses of Measure M
operations.

The financial statements of the Measure M Funds present only the financial activities of the
Measure M Funds and are not intended to fairly present the financial position and changes in
financial position of the Sonoma County Transportation Authority in conformity with accounting
principles generally accepted in the United States of America.

Measurement Focus and Basis of Accounting

The accompanying financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered available when they
are collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the SCTA considers revenues to be available if they are collected
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within 60 days of the end of the current fiscal period. Expenditures are recorded when the
liability is incurred and is expected to be liquidated with expendable available resources.

Fund Balances

Reservations of fund balances indicate those portions of fund equity that are not available for
appropriation for expenditure or which have been legally restricted to a specific use.
Encumbrances outstanding at fiscal year end are reported as reservation of fund balances and the
related appropriation is automatically carried forward into the next fiscal year. Encumbrances do
not constitute expenditures or liabilities because the commitments will be honored during the
subsequent fiscal year.

When both restricted and unrestricted fund balances are available, restricted resources are used
only after unrestricted resources are depleted.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported balances. Accordingly, actual results could differ from
those estimates.

2. CASH AND INVESTMENTS

Cash and investments for Measure M Funds are maintained in the Sonoma County Treasury’s
cash and investment pool. Funds are invested according to the investment policy adopted by the
County. The County Treasurer is the ex officio treasurer of each of the participating entities,
which therefore are legally required to deposit their cash receipts and revenues in the County
treasury. Under State law, withdrawals by such mandatory participants are allowed only to pay
for expenses that have become due. Investments are generally carried at fair value. The market
value of the portfolio as of June 30, 2006, was at 99.57% of cost. Market values were obtained
from Sungard Financial Systems and Bloomberg. Relevant information about the separate
portion of the investment pool related to Measure M Funds is not available. Income earned or
losses arising from the investment of pooled cash are allocated on a quarterly basis to the
participating funds based on their proportionate share of the average daily cash balance. The
Treasury Oversight Committee has regulatory oversight for all monies deposited into the treasury

pool.
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Permitted investments include the following:

- U. 8. treasury and agency securities
- Bonds issued by the local agencies
~ Registered state warrants and municipal notes
- Bankers acceptances

- Commercial paper

- Negotiable certificates of deposit

- Repurchase agreements

- Reverse repurchase agreements

- Medium term corporate notes

- Shares of a mutual fund

- Collateralized mortgage obligations
- Joint powers agreement

As of June 30, 2006, the pool had no reverse repurchase agreements.

Information regarding the characteristics of the entire investment pool can be found in the
Sonoma County’s web site at http:/sonoma-county.org/tax/quarterly.htm. A copy of the treasury
pool investment policy is available from the County’s web site at http://sonoma-
county.org/tax/about_treasurer htm#investment. The SCTA Investment Policy is under
development.

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. The treasury pool does not have a rating provided by a
nationally recognized statistical rating organization.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able to
recover collateral securities that are in the possession of an outside party. The custodial credit
risk for investments is the risk that, in the event of the failure of the counterparty to a transaction,
a government will not be able to recover the value of its investment or collateral securities that
are in the possession of another party. The California Government Code and the treasury pool’s
investment policy do not contain legal or policy requirements that would limit the exposure to
custodial credit risk for deposits or investments, other than the foliowing provision for deposits
and securities lending transactions:
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- The California Government Code requires that a financial institution secure deposits made by
state or local governmental units by pledging securities in an undivided collateral poll held
by depository regulated under stated law. The market value of the pledged securities in the
collateral pool must equal at least 110% of the total amount deposited by the public agencies.

- The California Government Code limits the total of all securities lending transactions to 20%
of the fair value of the investment portfolio.

With respect to investments, custodial risk generally applies only to direct investments in
marketable securities. Custodial credit risk does not apply to a local government’s indirect
investment in securities through the use of mutual funds or government investment pools (such
as the treasury pool).

Concentration of Credit Risk

The investment policy of the County contains no limitations on the amount that can be invested
in any one issuer beyond that stipulated by the California Government Code. For a listing of
investments in any one issuer (other than U.S. Treasury securities, mutual funds, or external
investment pools) that represent 5% or more of total County investments, refer to the 2006
Sonoma County CAFR.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its faire value is to changes in market interest rates. As a means of limiting its
exposure to fair value losses arising from rising interest rates, one of the ways that the treasury
pool manages its exposure to interest rate risk is by purchasing a combination of shorter term and
longer term investments and by timing cash flows from maturities so that a portion of the
portfolio is maturing or coming close to maturing evenly over time as necessary to provide the
cash flow and liquidity needed for operations.

As of June 30, 2006, the weighted average days to maturity was 344 days.
3. INSURANCE COVERAGE

SCTA is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. SCTA is covered for
its general, automobile and crime and errors and omissions liability through Driver Alliant
Insurance Services. SCTA participates in the County of Sonoma self-insurance program for
workers’ compensation claims and has excess reinsurance with the California State Association
of Counties,
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