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WILLIAMS, ADLEY & COMPANY, LLP
Certified Public Accountants
Management Consultants

To the Citizens Advisory Committee
Sonoma County Transportation Authority:

In planning and performing our audit of the financial statements of the Sonoma County Transportation
Authority (SCTA) Measure M Fund (the Measure M Fund) as of and for the year ended June 30, 2009,
we considered SCTA’s internal control in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on internal control.

However, during our audit we became aware of an opportunity to strengthen internal control related to the
3-year drawdown of funds criteria in connection with its Annual Apportionment Programs. Our comment
and suggestion regarding this matter follows. This letter does not affect our report dated October 8, 2009,
on the financial statements of the Measure M Fund.

We have already discussed the comments and recommendations with the Citizens Advisory Committee
and various Sonoma County Transportation Authority personnel.

Ly il ains, zﬁ%@f 8 lomporsy ) crp?
Oakland, California
October 8, 2009
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SONOMA COUNTY TRANSPORTATION AUTHORITY — MEASURE M FUND

MANAGEMENT LETTER REPORT
JUNE 30, 2009

1. Annual apportionment programs are prohibited from banking allocated funds for
more than three (3) years.

Authoritative Source:

Policy #1 (Annual Apportionment Programs) of the 2007 Measure M Strategic Plan
allows Local Street Rehabilitation (LSR) jurisdictions to bank allocated funds for no
more than three years.

Observation:

As part of our tests of compliance with the Measure M Strategic Plan we reviewed the
supporting documentation provided by staff and noted that 3 of 10 LSR jurisdictions held
unspent funds more than three years. In total, more than $505,000 of banked (i.e.
unspent) funds were held by certain jurisdictions as of June 30, 2009 in violation of the
above policy. We reviewed a letter of justification from one of the jurisdictions, noting
that the construction contract for the project was not awarded until June 11, 2008. No
letters of justification were provided by other two jurisdictions.

Recommendation:

While we recognize SCTA’s due diligence in tracking and monitoring compliance with
three year drawdown of funds criteria in accordance with the above policy, we
recommend that SCTA withhold future allocations until each of the three jurisdictions
noted above has substantially drawn down their allocated funds.

Management Response:

Management has agreed to follow up with each jurisdiction involved to check on the
status of the LSR account in question. They will explore the possibility of creating a
rubber stamp that has a check box for the 3-year drawdown of funds criteria as a means
of tracking and withholding future payments if a local agency does not abide by the
above policy.
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Independent Auditors' Report

To the Board of Directors
Sonoma County Transportation Authority
Santa Rosa, California

We have audited the accompanying Schedule of Expenditures of Federal Awards (the "schedule™ for the
Highway Planning and Construction Program of the Sonoma County Transportation Authority for the
year ended June 30, 2007. This schedule is the responsibility of the Sonoma County Transportation
Authority's management. Our responsibility is to express an opinion on the schedule of the program based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Proflt Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether the schedule is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the schedule. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall presentation of the schedule. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the Schedule of Expenditures of Federal Awards referred to above presents fairly, in all
material respects, the expenditures of federal awards of the Sonoma County Transportation Authority for the
year ended June 30, 2007 under the Highway Planning and Construction Program, in conformity with
accounting principles generally accepted in the United States of America.

Sk A Bk, 10

Santa Rosa, California
September 11, 2007




Sonoma County Transportation Authority

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2007

CFDA
Federal Grantor Number Expenditures
U.S. Department of Transportation
Passed through the State of California,
Department of Transportation
Highway Planning and Construction Grant 20.205 $ 612,365
Passed through the Metropolitan
Transportation Commission
Highway Planning and Construction Grant 20.205 363,205

Total Federal Expenditures

$ 975,570

See accompanying Note to Schedule of Expenditures of Federal Awards
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Sonoma County Transportation Authority

Note to Schedule of Expenditures of Federal Awards

Year Ended June 30, 2007

Note 1.

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Sonoma County Transportation Authority and is presented on the modified
accrual basis of accounting. Under the modified accrual basis of accounting, expenditures are
recorded when incurred and due, and if current financial resources will be used to address the
expenditure.

The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
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Report on Compliance with Requirements
Applicable to the Federal Program and on
Internal Control over Compliance in Accordance
with the Program-Specific Andit Option under
OMB Circular A-133 for the Year ended June 36, 2007

To the Board of Directors
Sonoma County Transportation Authority
Santa Rosa, California

Compliance

We have audited the compliance of the Sonoma County Transportation Authority with the types of
compliance requirements described in the U. 8. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to the Highway Planning and Construction program for the year
ended June 30, 2007. Compliance with the requirements of laws, regulations, contracts, and grants applicable
to its major federal program is the responsibility of the Sonoma County Transportation Authority's
management. Our responsibility is to express an opinion on the Sonoma County Transportation
Authority's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on the Highway
Planning and Construction program have occurred. An audit includes examining, on a test basis, evidence
about the Senoma County Transportation Authority's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination on the Sonema County
Transportation Authority's compliance with those requirements,

In our opinion, the Sonoma Ceounty Transportation Authority complied, in all material respects, with the
requirements referred to above that are applicable to its Highway Planning and Construction program for the
vear ended June 30, 2007,

Internal Control Over Compliance

The management of the Sonoma County Transportation Authority is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations, contracts,
and grants applicable to federal programs. In planning and performing our audit, we considered the Sonoma
County Transportation Authority's internal control over compliance with requirements that could have a
direct and material effect on its Highway Planning and Construction program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the Senoma County Transportation Authority's internal control over compliance.




Report on Compliance with Requirements
A pplicable to the Federal Program and on
Internal Control over Compliance in Accordance
with the Program-Specific Audit Option under
OMB Circular A-133 for the Year ended June 30, 2607
(continued)

Internal Conirol Over Compliance (continued)

A conirol deficiency in an entity's internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity's ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above,

This report is intended solely for the information and use of the audit committee, management, and federal
awarding agency and pass-through entity and is not intended to be and should not be used by anyone other
than these specified parties.

and & Bantey 10/

Santa Rosa, California
September 11, 2007



Sonoma County Transportation Authority

Schedule of Findings and Questioned Costs

Year Ended June 30, 2007

Section 1. Summary of Auditors' Results
Financial Statements (Schedule of Expenditures of Federal Awards)
Type of auditors' report issued: unqualified
Internal control over financial reporting:
Material weakness identified? yes X no

Significant deficiency identified not considered
to be material weakness? None reported

Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over major programs:

Material weakness identified? yes X no

Significant deficiency identified not considered
to be material weakness? None reported

Type of auditors' report issued on compliance
for major programs: unqualified

Any audit finding disclosed that are required to be
reported in accordance with section 510(a) of
OMB Circular A-133? yes X no

Program audited under program specific
audit option under OMB Circular A-133:

CFDA Number Name of Federal Program or Cluster

20.205 Highway Planning and Construction Program

Auditee qualified as low-risk auditee? yes X_ no

Section Il.  Financial Statement Findings
No matters were noted.
Section I11.  Findings and Questioned Costs for Federal Awards

No matters were noted.



Sonoma County Transportation Authority

Summary Schedule of Prior Year Audit Findings

Year Ended June 30, 2007

No matters were noted in the prior year.
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SCTA Organization Chart - July 2008
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List of Key Personnel:

Suzanne Smith, Executive Director
SCTA

490 Mendocino Avenue, Suite 206
Santa Rosa, CA 95401
707-565-5373

Marge Fernandez, Executive Assistant
SCTA

490 Mendocino Avenue, Suite 206
Santa Rosa, CA 95401

707-565-5378

Scott Catania, Accountant

Sonoma County Auditor-Controller Treasurer-Tax Collector
585 Fiscal Drive, Room 100

Santa Rosa, CA 95403

707-565-3262
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PROPOSER GUARANTEES

The proposer certifies it can and will provide and make available, as a minimum, all
services set forth in the Agreement for Audit Services, Section 1.1, Scope of Agreement

The proposer has read Appendix F, Contractual Requirements, and agrees that the rights and
prerogatives as detailed in that appendix are retained by the Sonoma County Transportation
Authority.

The proposer agrees to be bound by the contractual requirements delineated in Appendix F.

Signature of Official:

Name (typed):

Title:

Firm:

Date:
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PROPOSER GUARANTEES

The proposer certifies it can and will provide and make available, as a minimum, all
services set forth in the Agreement for Audit Services, Section 1.1, Scope of Agreement

The proposer has read Appendix F, Contractual Requirements, and agrees that the rights and
prerogatives as detailed in that appendix are retained by the Sonoma County Transportation
Authority.

The proposer agrees to be bound by the contractual requirements delineated in Appendix F.

Signature of Official:

Name (typed):

Title:

Firm:

Date:
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STANDARD AGREEMENT FOR AUDIT SERVICES

This Agreement is made by and between (hereinafter referred to as
“‘AUDITOR”), and the Sonoma County Transportation Authority (hereinafter referred to as
“SCTA”) for the purpose of providing skilled and knowledgeable professional auditing
services.

RECITALS

AUDITOR represents that it is a duly qualified and experienced in independent
auditing and related services.

In the judgment of the SCTA Board of Directors, it is necessary and desirable to
employ the services of AUDITOR for the financial and program audit for the SCTA,
Regional Climate Protection Campaign (RCPA), Regional Climate Protection Authority
(RCPA) and the Traffic Relief Act for Sonoma County (Measure M) financial statements
for the fiscal years ending June 30, 2010, 2011, and 2012 with the option of auditing the
SCTA, RCPA and Measure M financial statements for the two subsequent fiscal years.

AGREEMENT
The AUTHORITY and AUDITOR agree as follows:

1. GENERAL PROVISIONS

11 SCOPE OF AGREEMENT: SCTA retains AUDITOR to
provide services and product associated with auditing services. The scope of services to
be provided by AUDITOR is more specifically defined in Request for Proposals for
Professional Auditing Services. AUDITOR shall work closely with SCTA and SCTA
staff in the performance of all work pursuant to this Agreement. It is understood, by both
parties, the audit of SCTA’s, RCPA’s and Measure M financial statements will be
performed in accordance with generally accepted auditing standards as set forth by the
American Institute of Certified Public Accountants, the provisions of the Single Audit
Act of 1984 and the provisions of the U.S. Office of Management and Budget (OMB)
Circular A-133 (as applicable), Audits of State and Local Governments and Non-Profit
Organizations. The date for receipt of the final audit reports is November 30 following
the end of each fiscal year.

1.2 PERFORMANCE STANDARD: AUDITOR shall perform all
work hereunder in a manner consistent with the level of competency and standard of care
normally observed by a person practicing in AUDITOR’s profession. If any of
AUDITOR’s work is not in accordance with such level of competency and standard of
care, SCTA shall have the right to do any or all of the following: (a) require AUDITOR
to meet with SCTA to review the quality of the work and resolve matters of concern; (b)
require AUDITOR to repeat the work at no additional charge until it is satisfactory; (c)




terminate this Agreement pursuant to paragraph 4.2; or (d) pursue any and all other
remedies at law or in equity.

1.3 ASSIGNED PERSONNEL: AUDITOR shall assign only
competent personnel to perform work hereunder. In the event that at any time, and for
any reason, SCTA desires the removal of any person or persons assigned by AUDITOR
to perform work hereunder, AUDITOR shall remove such person or persons immediately
upon receiving written notice from SCTA.

1.4 KEY PERSONNEL: Any and all persons identified in this
Agreement or any exhibit thereto as the audit manager, audit team, or other professionals
performing work hereunder are deemed by SCTA to be key personnel whose services
were a material inducement to SCTA to enter into this agreement, and without whose
services SCTA would not have entered into this Agreement. AUDITOR shall not
voluntarily remove, replace, substitute, or otherwise change any key personnel without
the prior written consent of SCTA. With respect to performance of work under this
Agreement, AUDITOR shall employ the following key personnel:

2. COMPENSATION:

2.1 PAYMENT FOR AUDITOR'S SERVICES: For all services
and incidental costs required hereunder, AUDITOR shall be paid no more than $
Payment shall be made in accordance with the payment terms set forth in Exhibit A,
attached hereto and incorporated herein by reference. Payment shall be made to
AUDITOR in the manner provided in Paragraph 2.2 below.

22 PAYMENT PROCEDURE: AUDITOR shall submit an invoice
to SCTA on a monthly basis, containing the following information: (A) the amount of the
current billing and a description of the associated work performed; (B) the total amount
of the previous bill; (C) the total billings to date; and (D) any and all relevant receipts or
other appropriate cost documentation. Within fifteen (15) business days following
receipt of the invoice by SCTA, SCTA shall determine whether AUDITOR has
satisfactorily performed the work identified in the invoice and whether the costs are
properly documented. If SCTA determines that AUDITOR has not satisfactorily
performed such work, SCTA shall inform AUDITOR in writing of such fact and may
proceed pursuant to Paragraph 1.2. Subject to the provisions of Paragraph 13, SCTA
shall cause payment to be made to AUDITOR within thirty (30) business days following
SCTA'’s determination that AUDITOR has satisfactorily performed the work for which
AUDITOR has invoiced SCTA and that the invoice is supported by relevant receipts or
other appropriate cost documentation. AUDITOR shall be paid for services rendered,
subject to the total compensation limit set forth in Paragraph 2.1, at the billing rates
specified in Exhibit A.

3. TERM OF AGREEMENT: The term of this Agreement shall be from
to , unless terminated earlier in accordance with the provisions
of Paragraph 4 below.




4. TERMINATION:

41 TERMINATION WITHOUT CAUSE: At any time and without
cause, SCTA, in its sole discretion, shall have the right to terminate this Agreement by
giving AUDITOR ten (10) business days written notice of termination. In such event, as
full payment for all services hereunder, SCTA shall pay AUDITOR for work
satisfactorily performed and reimbursable expenses properly incurred up to the date of
termination. Such payment shall be made in the manner provided in paragraph 4.3.

42 TERMINATION FOR CAUSE: Should AUDITOR fail to
perform any of its obligations hereunder, within the time and in the manner provided
herein, or otherwise violate any of the material terms of this Agreement, SCTA may
terminate this Agreement immediately by giving AUDITOR written notice of
termination, stating the reason for termination, with a reasonable opportunity to cure. In
such event, as full payment for all services hereunder, SCTA shall pay AUDITOR for
work satisfactorily performed and reimbursable expenses properly incurred up to the date
of termination, less the amount of actual damages, if any, sustained by SCTA by virtue of
AUDITOR’s breach of this Agreement. Such payment shall be made in the manner
provided in paragraph 4.3.

43 DELIVERY OF WORK PRODUCT AND FINAL PAYMENT
UPON TERMINATION: In the event of termination, AUDITOR shall, within ten (10)
days following the date of termination, deliver to SCTA all materials subject to the
provisions of paragraph 15 and submit to SCTA an invoice for work performed and
reimbursable expenses incurred up to the date of termination. The invoice shall contain
the information specified in paragraph 2.2. Upon receipt thereof, SCTA shall determine
whether AUDITOR has satisfactorily performed the work and properly incurred the
reimbursable expenses identified in the invoice and cause payment to be made to
AUDITOR for such work and reimbursable expenses that SCTA determines AUDITOR
has satisfactorily performed or properly incurred; provided, in the case of termination for
cause, SCTA shall deduct from the sum otherwise due AUDITOR the amount of actual
damages, if any, sustained by SCTA by virtue of AUDITOR’s breach of this Agreement.

5. INDEMNIFICATION: AUDITOR agrees to accept responsibility for
loss or damage to any person or entity, including SCTA, and to defend, indemnify, hold
harmless, and release SCTA, its officers, agents, and employees, from and against any
actions, claims, damages, liabilities, disabilities, or expenses, that may be asserted by any
person or entity, including AUDITOR, that arise out of, pertain to, or relate to the
negligence, recklessness, or willful misconduct of AUDITOR hereunder, whether or not
there is concurrent negligence on County’s part, but excluding liability due to SCTA'’s
conduct. This indemnification obligation is not limited in any way by any limitation on
the amount or type of damages or compensation payable to or for AUDITOR or its agents
under workers' compensation acts, disability benefits acts, or other employee benefit acts.
This indemnification obligation shall survive the expiration or earlier termination of this
Agreement.




6. INSURANCE: With respect to the performance of work hereunder,
AUDITOR shall maintain insurance as described below:

@ Workers Compensation |nsurance: Workers’ compensation
insurance with statutory limits as required by the Labor Code of the State of California.
Said policy shall be endorsed with the following specific language:“This policy shall not
be canceled without first giving thirty (30) days’ prior written notice to the Sonoma
County Transportation Authority.”

(b) Professional Liability Insurance: Professional liability insurance
for all activities of AUDITOR arising out of or in connection with this agreement, in an
amount no less than one million dollars ($1,000,000.00) combined single limit for each
occurrence.

In the event AUDITOR cannot provide an occurrence policy, AUDITOR will
provide insurance covering claims made as a result of performance of this agreement and
will maintain such insurance in effect for not less than two (2) years following
completion of performance of this agreement

“This policy shall not be canceled without first giving thirty (30) days prior written
notice to the Sonoma County Transportation Authority.
(© Documentation: The following documentation shall be submitted to
SCTA:
(1) Properly executed Certificates of Insurance clearly evidencing all
coverages, limits, and endorsements required above. Said Certificates shall
be submitted prior to SCTA’s execution of this Agreement.
(2) Signed copies of the specified endorsements required for each policy.
Said endorsement copies shall be submitted within thirty (30) days of
SCTA'’s execution of this Agreement.
(3) Upon SCTA’s written request, certified copies of insurance policies.
Said policy copies shall be submitted within thirty (30) days of SCTA’s
request.

(d) Policy Obligations: AUDITOR’s indemnification and other
obligations shall not be limited by the foregoing insurance requirements.

(e Material Breach: If AUDITOR, for any reason, fails to maintain
the insurance coverage required by this Agreement, the same shall be deemed a material
breach of contract. SCTA, in its sole discretion, may terminate this Agreement pursuant
to the provisions of paragraph 4.2 and obtain damages from AUDITOR resulting from
said breach. Alternatively, SCTA may purchase such required insurance coverage, and
without further notice to AUDITOR, SCTA may deduct from sums due to AUDITOR
any premium costs advanced by SCTA for such insurance. These remedies shall be in
addition to any other remedies available to SCTA.

7. PROSECUTION OF WORK: AUDITOR shall be authorized to
proceed with the performance of this Agreement only upon the issuance by SCTA’s
Executive Director of written Notice to Proceed. Performance of the services hereunder
shall be completed within the time required herein, provided, however, that if the
performance is delayed by earthquake, flood, high water, or other Act of God or by




Dated

By

Dated:

Dated:

Dated:

By
Chairperson

SONOMA COUNTY TRANSPORTATION
AUTHORTY

By.
Executive Director

CERTIFICATES OF INSURANCE ON FILE
WITH AND APPROVED ASTO SUBSTANCE
BY SCTA

By
County Counsel
APPROVED AS TO FORM






