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Independent Auditor's Report 

Citizens Advisory Committee 

Sonoma County Transportation Authority 

Santa Rosa, California 


Report on the Financial Statements 

We have audited the accompanying financial statements of the activities of the Measure M Special Revenue 
and Debt Service Funds (the "Measure M Funds") of the Sonoma County Transportation Authority 
("SCTA"), as of and for the year ended June 30, 2014, and the related notes to the financial statements, 
which collectively comprise the Measure M Funds' financial statements as listed in the table of contents. 

Management's Responsibilityfor tile Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America. This responsibility includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions 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 and standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the activities of the Measure M Funds as of June 30, 2014, and the changes in financial position 
thereof for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
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Independent Auditor's Report (continued) 

Other Matters 

Accounting principles generally accepted in the United States of America require that the budgetary 
comparison information as listed in the table of contents be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with 
management's responses to our inquiries, the basic fmancial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on 
the information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 

Management has omitted management's discussion and analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial 
statements. Such missing information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. Our 
opinion on the financial statements is not affected by this missing information. 

As discussed in Note A, the financial statements presented depict only the activities of the Measure M 
Special Revenue and Debt Service Funds of SCTA, and do not purport to, and do not present fairly the 
financial information for SCTA as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated November 10,2014, 
on our considerations of the Measure M Funds' internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts, grants and agreements and other matters. 
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. Those reports are integral parts of the audits performed in accordance with 
Government Auditing Standards and should be read in conjunction with this report in considering the results of 
our audit. 

Santa Rosa, California 
November 10,2014 
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Balance Sheets - by Activity 

Special Debt 
Local Street Local Street Passenger Bike/ Revenue Passenger Service

 - Rehabilitation  - Projects Highway 101 Transit Rail Pedestrian Administration Sub-Total Rail Highway 101 Sub-Total Total

Assets

  Cash and investments $ 539,876           $ 14,524,850      $ 11,340,744      $ 225,622           $ 200,638           $ 1,821,916        $ 223,048            $ 28,876,694       $ -                       $ -                       $ -                        $ 28,876,694      

  Sales tax receivable 671,080           671,080           311,128           335,540           106,779           134,216           33,554              2,263,377         60,991             1,031,032        1,092,023         3,355,400        

  Deposits with others -                       -                       10,000             -                       -                       -                       -                        10,000              -                       -                       -                        10,000             

  Due from other governments -                       -                       7,635,973        -                       -                       -                       -                        7,635,973         -                       -                       -                        7,635,973        

  Interfund receivable -                       2,800,000        -                       -                       -                       -                       -                        2,800,000         -                       -                       -                        2,800,000        

  Restricted cash - revenue bonds -                       -                       12,688             -                       8,278               -                       -                        20,966              -                       -                       -                        20,966             

  Restricted cash - revenue bond reserves -                       -                       -                       -                       -                       -                       -                        -                        630,000           6,497,500        7,127,500         7,127,500        

  Restricted cash - debt service -                       -                       -                       -                       -                       -                       -                        -                        76,653             2,171,858        2,248,511         2,248,511        
-                       

    Total assets $ 1,210,956        $ 17,995,930      $ 19,310,533      $ 561,162           $ 315,695           $ 1,956,132        $ 256,602            $ 41,607,010       $ 767,644           $ 9,700,390        $ 10,468,034       $ 52,075,044      
-                       

Liabilities and fund balance

Liabilities -                       

  Accounts payable $ 539,118           $ -                       $ 253,031           $ 225,244           $ -                       $ 1,641               $ 226                   $ 1,019,260         $ -                       $ -                       $ -                        $ 1,019,260        

  Interfund payable -                       -                       -                       -                       2,800,000        -                       -                        2,800,000         -                       -                       -                        2,800,000        

  Due to other governments -                       1,521,960        2,402,271        -                       -                       11,825             21                     3,936,077         -                       -                       -                        3,936,077        

    Total liabilities 539,118           1,521,960        2,655,302        225,244           2,800,000        13,466             247                   7,755,337         -                       -                       -                        7,755,337        

Fund Balance

Restricted - Measure M Debt Service -                       -                       -                       -                       -                       -                       -                        -                        767,644           9,700,390        10,468,034       10,468,034      

Nonspendable -                       2,800,000        -                       -                       -                       -                       -                        2,800,000         -                       -                       -                        2,800,000        

Restricted - Measure M Programs 671,838           13,673,970      16,655,231      335,918           (2,484,305)       1,942,666        256,355            31,051,673       -                       -                       -                        31,051,673      

    Total fund balance 671,838           16,473,970      16,655,231      335,918           (2,484,305)       1,942,666        256,355            33,851,673       767,644           9,700,390        10,468,034       44,319,707      

    Total liabilities
       and fund balance $ 1,210,956        $ 17,995,930      $ 19,310,533      $ 561,162           $ 315,695           $ 1,956,132        $ 256,602            $ 41,607,010       $ 767,644           $ 9,700,390        $ 10,468,034       $ 52,075,044      

See accompanying Notes to  the Financial Statements
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Sonoma County Transportation Authority - Measure M Special Revenue and Debt Service Funds

Statements of Revenues, Expenditures and Changes in Fund Balance - by Activity

For Fiscal Year Ended June 30, 2014

Special Debt 
Local Street Local Street Passenger Bike/ Revenue Passenger Service

 - Rehabilitation  - Projects Highway 101 Transit Rail Pedestrian Administration Sub-Total Rail Highway 101 Sub-Total Total

Revenues

  Measure M sales tax $ 4,208,827      $ 4,208,827      $ 2,232,472      $ 2,104,413      $ 686,513         $ 841,765         $ 210,441         $ 14,493,258    $ 365,694         $ 6,185,181      $ 6,550,875      $ 21,044,133       

  Intergovernmental revenue -                    -                    12,276,141    -                    -                    -                    -                    12,276,141    -                    -                    -                    12,276,141       

  Investment income 4,587             124,094         159,834         2,213             17,264           8,754             1,128             317,874         -                    -                    -                    317,874            

  Miscellaneous revenue -                    -                    2,505             -                    -                    -                    -                    2,505             -                    -                    -                    2,505                

  Total revenue 4,213,414      4,332,921      14,670,952    2,106,626      703,777         850,519         211,569         27,089,778    365,694         6,185,181      6,550,875      33,640,653       

Expenditures

Current:

  Services and supplies 98                  211                2,735,222      49                  713                20                  162,203         2,898,516      -                    -                    -                    2,898,516         

  Contributions to other governments 4,093,929      12,853,093    25,542,542    2,046,865      4,996,427      103,688         -                    49,636,544    -                    -                    -                    49,636,544       

Debt Service:

  Interest -                    -                    -                    -                    -                    -                    -                    -                    272,316         2,952,297      3,224,613      3,224,613         

  Principal -                    -                    -                    -                    -                    -                    -                    -                    91,250           3,153,750      3,245,000      3,245,000         

  Total expenditures 4,094,027      12,853,304    28,277,764    2,046,914      4,997,140      103,708         162,203         52,535,060    363,566         6,106,047      6,469,613      59,004,673       

Net change in fund balance 119,387         (8,520,383)     (13,606,812)   59,712           (4,293,363)     746,811         49,366           (25,445,282)   2,128             79,134           81,262           (25,364,020)      

Fund balance at June 30, 2013 552,451         24,994,353    30,262,043    276,206         1,809,058      1,195,855      206,989         59,296,955    765,516         9,621,256      10,386,772    69,683,727       

Fund balance at June 30, 2014 $ 671,838         $ 16,473,970    $ 16,655,231    $ 335,918         $ (2,484,305)     $ 1,942,666      $ 256,355         $ 33,851,673    $ 767,644         $ 9,700,390      $ 10,468,034    $ 44,319,707       

See accompanying Notes to  the Financial Statements
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Note A. Reporting Entity 
 
The Sonoma County Transportation Authority (SCTA) was created by the Sonoma County
Board of Supervisors, under Resolution No. 90-1522 on August 7, 1990 in accordance with
California Public Utilities Code Section 180000 et seq. SCTA's Board of Directors consists of
one council member from each of the County's nine cities and three members of the Sonoma
County Board of Supervisors.   
 
SCTA was established to accomplish the stated purpose and goals of the Public Utilities Code
Section 180000 et seq, also known as the "Local Transportation Authority and Improvement
Act" (the Act). 

 
The financial statements of SCTA's Measure M Special Revenue and Debt Service Funds (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 SCTA in
conformity with accounting principles generally accepted in the United States of America. 

 
The Measure M Fund was created in November 2004 with the passage of the Traffic Relief
Act for Sonoma County. Measure M is funded by a one quarter percent sales tax and its
activities are accounted for in a special revenue and debt service fund of 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 2014 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
periodically in order to reflect the actual revenues received. 
 
The Measure M 2014 Strategic Plan allocates Measure M Sales tax revenues as follows: 
 

• Local Streets Rehabilitation – 20% to fix pot holes and maintain local streets. 

• Local Streets Projects – 20% for key local road projects throughout Sonoma County
(the County). 

• Highway 101 – 40% to help fund Highway 101 widening throughout the County. 

• Transit – 10% to improve local bus transit service. 

• Passenger Rail – 5% will go to Sonoma-Marin Area Rail Transit (SMART) for the
development of passenger rail service. 

• Bike / Pedestrian – 4% will be used for bicycle and pedestrian routes. 

 
There is an overall limitation of one percent on the administrative expenses of Measure M
operations. 
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Note B.  Summary of Significant Accounting Policies 
 
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. Sales tax revenue is recognized in the period that the exchange transaction occurs on
which the tax is imposed. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met. Expenditures are generally
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments are recorded only when payment is due. 

 
 Fund Balance  
 

Governmental funds report fund balance as non-spendable, restricted, committed, assigned or
unassigned based primarily on the extent to which SCTA is bound to honor constraints on how
specific amounts can be spent.  The fund balance classifications are defined below. 

 
• Non-spendable – amounts that are not in a spendable form or are to be maintained

intact.  

• Restricted – amounts that can be spent only for the specific purpose stipulated by
external resource providers or through enabling legislation.  

• Committed – amounts that can be used only for the specific purpose determined by a
formal action of the entity's highest level of decision making authority. 

• Assigned – amounts intended to be used by the government for specific purposes
determined either by the governing body or by an official or body to which the
governing body delegates the authority. 

• Unassigned – the residual classification for the general fund and includes all amounts
not contained in the other classifications. This amount is technically available for any
purpose.    

 
 

 

In general, when both restricted and unrestricted resources are available, restricted resources
are used first. When expenditures are made of unrestricted resources, SCTA first applies
committed, then assigned, and then unassigned resources. 

Cash and Investments 
 
The Measure M Funds report cash and investments in the balance sheet by activity at
amortized cost, which approximates fair value.  
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Note B.  Summary of Significant Accounting Policies (continued) 
 

Restricted cash is held by a third party trustee and is restricted for debt service payments and 
 
 
 

 
 

 

 
 
 

 
 
 
 
 
 

 
 
 
 

Measure M expenditures pursuant to various bond covenants. Included in these amounts are
proceeds from Sales Tax Revenue Bonds, Series 2011, to be used for Measure M activities and
bond reserve requirements for the Series 2008 and 2011 bonds, and sales tax revenues
collected by the trustee for making the annual interest payments on the bonds. 
 
Sales Tax Revenue and Receivable 
 
Sales tax receivable represents sales tax amounts allocated to SCTA through Measure M, but
uncollected at year end. Due to the nature of the sales tax receivable, management does not
consider any portion uncollectible. 
 
Sales tax revenues are presented net of administrative assessments by the State Board of
Equalization in the amount of $487,140 for the year. 
 
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. 

 
Note C. Cash and Investments 
 

Investment in the Sonoma County Treasurer's Investment Pool 
 
Cash and investments are comprised of cash pooled with the Sonoma County Treasury Pool (the
Treasury Pool), an external investment pool. The Sonoma County Treasurer's office also acts as a
disbursing agent for the Measure M Funds. The fair value of the Measure M Funds' investment
in this pool is based upon the Measure M Funds’ pro-rata share of the fair value provided by the
Treasury Pool for the entire Treasury Pool portfolio (in relation to the amortized cost of that
portfolio) and is $290,482 more than that reported in the total column of the balance sheets – by
activity.  
 
The balance available for withdrawal is based on accounting records maintained by the Treasury
Pool, which are recorded on an amortized cost basis. Interest earned on investments pooled with
the Treasury Pool is allocated quarterly to the appropriate fund based on its respective average
daily balance for that quarter. The Treasury Oversight Committee of the Treasury Pool has
oversight for all monies deposited into the Treasury Pool. 
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Note C.        Cash and Investments (continued) 
 

Treasury Pool Investment Guidelines  
 
The Measure M Funds' pooled cash and investments are invested pursuant to investment policy
guidelines established by the County Treasurer and approved by the Board of Supervisors. The
objectives of the policy are, in order of priority: safety of capital, liquidity, and maximum rate
of return. The policy addresses the soundness of financial institutions in which the County will
deposit funds, types of investment instruments as permitted by the California Government
Code 53601, and the percentage of the portfolio that may be invested in certain instruments
with longer terms to maturity.    
   
A copy of the Treasury Pool investment policy is available upon request from the Sonoma
County Auditor-Controller-Treasurer-Tax Collector at 585 Fiscal Drive, Room 100, Santa
Rosa, California, 95403. 
 
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 fair value to changes in market interest rates. Due to the highly liquid nature
of the Measure M Funds' investment with the Treasury Pool, the Measure M Funds' exposure
to interest rate risk is deemed by management to be insignificant. 
 
The weighted average maturity of Treasury Pool investments at June 30, 2014 was 791 days. 
 
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 
 
With respect to investments, custodial credit 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 SCTA, which is responsible for the investment decisions of the
Measure M Funds, contains no limitations on the amount that can be invested in any one issuer
beyond that stipulated by the California Government Code. There were no non-pooled
investments in any one issuer that represent 5% or more of total Measure M Funds’ investments. 
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Note D. Measure M Sales Tax Revenue Bonds 
 
SCTA issued $46,075,000 in Sales Tax Revenue Bonds, Series 2008 (Limited Tax Bonds) (2008 
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Bonds) on January 24, 2008. The 2008 Bonds were issued at a premium of $4,516,657 and bon
issuance costs totaled $511,177. The 2008 Bonds carry interest rates ranging from 4% to 5%, an
were issued for the purpose of financing certain transportation projects included in the Measur
M Expenditure Plan.  
 
The 2008 Bonds begin to mature in December 2013, and all 2008 Bonds will mature b
December 2024. Bonds maturing subsequent to December 2017 are subject to redemption at th
option of SCTA at any time on or after December 1, 2017 at a price equal to 100% of th
principal amount outstanding and any accrued interest thereon. 
 
SCTA issued $25,200,000 in Sales Tax Revenue Bonds, Series 2011, (Limited Tax Bond
(2011 Bonds) on January 26, 2011, with a maturity date of December 1, 2024.  The 2011 Bond
were issued at a premium of $1,863,706 and bond issuance costs totaled $416,692. The 201
Bonds carry interest rates ranging from 2% to 5%, and were issued for the purpose of financin
certain transportation projects included in the Measure M Expenditure Plan.   

 
The 2011 Bonds began to mature in December 2011, and all 2011 Bonds will mature b
December 2024. Bonds maturing subsequent to December 2020 are subject to redemption at th
option of SCTA at any time on or after December 1, 2020 at a price equal to 100% of th
principal amount outstanding and any accrued interest thereon. 

 
The 2008 and 2011 Bonds are limited obligations of SCTA secured solely by a pledge o
$102,370,560 from Measure M sales tax revenues. Pledged sales tax revenues represent 22% o
estimated total revenues from the Measure M sales tax.  
 
Debt service payments made from the Measure M Fund were equal to $6,469,613 for the fisc
year ended June 30, 2014, representing 31% of the $21,044,133 in Measure M sales tax revenu
recognized during the same period.  The debt service payments consisted of $3,245,000 princip
payments on the 2008 and 2011 Bonds, and interest payments totaling $3,224,613 for both th
2008 and 2011 Bonds.  
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Note D. Measure M Sales Tax Revenue Bonds (continued) 
 
The annual debt service requirements to maturity for the 2008 Bonds are as follows as of June 
30, 2014: 

 

Fiscal Year Ending June 30: Principal Interest Total

2015 $           3,025,000 $          1,987,725 $          5,012,725
2016           3,185,000          1,832,475          5,017,475
2017           3,345,000          1,669,225          5,014,225
2018           3,515,000          1,497,725          5,012,725
2019           3,700,000          1,317,350          5,017,350
2020-2024         21,510,000          3,564,125        25,074,125 
2025           4,915,000              98,300          5,013,300

Total requirements $         43,195,000 $        11,966,925 $        55,161,925 

 The annual debt service requirements to maturity for the 2011 Bonds are as follows as of June
30, 2014: 
 
Fiscal Year Ending June 30: Principal Interest Total

2015 $               380,000 $ 1,076,188 $ 1,456,188
2016            1,915,000 1,020,713 2,935,713
2017            2,015,000 922,463 2,937,463
2018            2,110,000 829,887 2,939,887
2019            2,190,000 743,887 2,933,887
2020-2024           12,640,000 2,032,987 14,672,987
2025            2,875,000 61,094 2,936,094

Total requirements $           24,125,000 $ 6,687,219 $ 30,812,219

t Debt service payments for the 2008 and 2011 Bonds are made from the Measure M Deb
Service fund. 
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Note E. Risk Management 
 

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. As funds of SCTA,
the Measure M Funds are covered for general, automobile, crime and errors and omissions
liability through Alliant Insurance Services. The limits of coverage are $1,000,000 per
occurrence. SCTA participates in the County of Sonoma self-insurance program providing
$300,000 per occurrence for workers' compensation claims and has excess reinsurance with the
California State Association of Counties up to statutory limits.  
 

Note F. Interfund Balance 
 

Measure M entered into a cooperative funding agreement in order to provide an inter-program
loan from the Local Streets - Projects fund to the Passenger Rail fund. The purpose of the
interfund loan was to provide reimbursement for the Sonoma-Marin Area Rail Transit project
in advance of receipt of the sales tax revenue allocation for rail as allowed by the Strategic
Plan.  
 
Interfund Balance:

Receivable Fund Payable Fund Amount
Local Streets - Projects Passenger Rail $          2,800,000  
 

Note G. Commitments  
 
The Measure M Special Revenue Fund has the following outstanding commitments related to 
its programs as of June 30, 2014: 
 

Outstanding
Commitment

Project Balance
Highway 101 $ 23,414,820
Local Streets - Projects    17,210,109
Bicycle and Pedestrian     8,703,600 
Passenger Rail     7,061,844 

Total $ 56,390,373  
 
 
 
 
 
 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Required Supplementary Information 
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Measure M Special Revenue and Debt Service Funds

Variance with
Final Budget

Special Debt Total Positive
Revenues Original Final Revenue Service Measure M (Negative)

Sales tax revenue $ 18,866,381       $ 21,085,521     $ 14,493,258      $ 6,550,875       $ 21,044,133        $ (41,388)            
Intergovernmental revenue 9,789,000         9,795,000       12,276,141      -                      12,276,141        2,481,141        
Investment income 247,018            295,619          317,874           -                      317,874             22,255              
Advances from LSP -                        2,800,000       -                       -                      -                         (2,800,000)       
Miscellaneous revenue -                        -                      2,505               -                      2,505                 2,505                

Total revenues 28,902,399       33,976,140     27,089,778      6,550,875       33,640,653        (335,487)          

Expenditures
Current:

Services and supplies 3,946,050         4,383,550       2,898,516        -                      2,898,516          1,485,034        
Conservation credits 650,000            65,000            -                       -                      -                         65,000              
Contributions to other governments 36,186,092       56,534,231     49,636,544      -                      49,636,544        6,897,687        
Advance to Rail -                        2,800,000       -                       -                      -                         2,800,000        

Debt service:
Principal 3,245,000         3,245,000       -                       3,245,000       3,245,000          -                        
Interest 3,224,613         3,224,613       -                       3,224,613       3,224,613          -                        

Total expenditures 47,251,755       70,252,394     52,535,060      6,469,613       59,004,673        11,247,721      

Net change in fund balance (18,349,356)     (36,276,254)    (25,445,282)    81,262            (25,364,020)       10,912,234      

Fund balance at June 30, 2013 69,683,727       69,683,727     59,296,955      10,386,772     69,683,727        -                        

Fund balance at June 30, 2014 $ 51,334,371       $ 33,407,473     $ 33,851,673      $ 10,468,034     $ 44,319,707        $ 10,912,234      

Budgeted Amounts Actual Amounts

Sonoma County Transportation Authority -

Schedule of Revenues, Expenditures and Changes in Fund Balance - 
Budget and Actual  - Special Revenue & Debt Service Funds (Measure M)

For the Fiscal Year Ended June 30, 2014

Total Measure M 



 
 

Sonoma County Transportation Authority   
Measure M Special Revenue and Debt Service Funds 

 
Note to Budgetary Comparison Information 

 
For the Fiscal Year Ended June 30, 2014 
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Note A. Stewardship, Compliance and Accountability 
 
Budgetary Information 
 
Budgetary revenue estimates represent original estimates modified for any authorized 
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adjustment which was contingent upon new or additional revenue sources. Budgetar
expenditure amounts represent original appropriations adjusted by budget transfers an
authorized appropriation adjustments made during the year. Budgets are adopted on a bas
consistent with generally accepted accounting principles. The Measure M Special Revenue an
Debt Service Funds' budgetary information was amended during the year. 
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Certified Public Accountants and Advisors 

Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit 
of Financial Statements Performed in Accordance with 
Government Auditing Standards 

Independent Auditor's Report 

Citizens Advisory Committee 

Sonoma County Transportation Authority 

Santa Rosa, California 


We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the activities of the Measure M Special 
Revenue and Debt Service Funds (the "Measure M Funds") of the Sonoma County Transportation Authority
("SCTA") which comprise the balance sheets - by activity as of June 30, 2014, the related statements of
revenues, expenditures and changes in fund balance - by activity for the year then ended, and the notes to
the financials statements, and have issued our report thereon dated November 10,2014. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Measure M Funds'
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Measure M Funds' internal control.
Accordingly, we do not express an opinion on the effectiveness of the Measure M Funds' internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow managemen
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correc
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the Measure M
Funds' financial statements will not be prevented, or detected and corrected on a timely basis. A significan
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of thi
section and was not designed to identify all deficiencies in internal control that might be materia
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesse
may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Measure M Funds' financial statements are fre
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations
contracts and grant agreements, noncompliance with which could have a direct and material effect on th
determination of financial statement amounts. However, providing an opinion on compliance with thos
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The result
of our tests disclosed no instances of noncompliance or other matters that are required to be reported unde
Government Auditing Standards. 

(707) 542-3343 Fax (707) 527-5608 MCG~~;~;"A~~;;;~;~ I McGladrey pbllp.com 

http:pbllp.com


Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit 
of Financial Statements Performed in Accordance with 
Government Auditing Standards (continued) 

I ndependent Auditor's Report (continued) 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Measure M Funds' 
internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Measure M Funds' internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 

We noted certain other matters that we reported to management of the Measure M Funds in a separate letter 
dated November 10,2014. 

Santa Rosa, California 
November 10, 2014 
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	Note A. Reporting Entity
	The Sonoma County Transportation Authority (SCTA) was created by the Sonoma County Board of Supervisors, under Resolution No. 90-1522 on August 7, 1990 in accordance with California Public Utilities Code Section 180000 et seq. SCTA's Board of Directors consists of one council member from each of the County's nine cities and three members of the Sonoma County Board of Supervisors.  
	SCTA was established to accomplish the stated purpose and goals of the Public Utilities Code Section 180000 et seq, also known as the "Local Transportation Authority and Improvement Act" (the Act).
	The financial statements of SCTA's Measure M Special Revenue and Debt Service Funds (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 SCTA in conformity with accounting principles generally accepted in the United States of America.
	The Measure M Fund was created in November 2004 with the passage of the Traffic Relief Act for Sonoma County. Measure M is funded by a one quarter percent sales tax and its activities are accounted for in a special revenue and debt service fund of 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 2014 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 periodically in order to reflect the actual revenues received.
	The Measure M 2014 Strategic Plan allocates Measure M Sales tax revenues as follows:
	 Local Streets Rehabilitation – 20% to fix pot holes and maintain local streets.
	 Local Streets Projects – 20% for key local road projects throughout Sonoma County (the County).
	 Highway 101 – 40% to help fund Highway 101 widening throughout the County.
	 Transit – 10% to improve local bus transit service.
	 Passenger Rail – 5% will go to Sonoma-Marin Area Rail Transit (SMART) for the development of passenger rail service.
	 Bike / Pedestrian – 4% will be used for bicycle and pedestrian routes.
	There is an overall limitation of one percent on the administrative expenses of Measure M operations.
	Note B.  Summary of Significant Accounting Policies
	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. Sales tax revenue is recognized in the period that the exchange transaction occurs on which the tax is imposed. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met. Expenditures are generally recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to compensated absences and claims and judgments are recorded only when payment is due.
	Fund Balance 
	Governmental funds report fund balance as non-spendable, restricted, committed, assigned or unassigned based primarily on the extent to which SCTA is bound to honor constraints on how specific amounts can be spent.  The fund balance classifications are defined below.
	 Non-spendable – amounts that are not in a spendable form or are to be maintained intact. 
	 Restricted – amounts that can be spent only for the specific purpose stipulated by external resource providers or through enabling legislation. 
	 Committed – amounts that can be used only for the specific purpose determined by a formal action of the entity's highest level of decision making authority.
	 Assigned – amounts intended to be used by the government for specific purposes determined either by the governing body or by an official or body to which the governing body delegates the authority.
	 Unassigned – the residual classification for the general fund and includes all amounts not contained in the other classifications. This amount is technically available for any purpose.   
	In general, when both restricted and unrestricted resources are available, restricted resources are used first. When expenditures are made of unrestricted resources, SCTA first applies committed, then assigned, and then unassigned resources.
	Cash and Investments
	The Measure M Funds report cash and investments in the balance sheet by activity at amortized cost, which approximates fair value. 
	Note B.  Summary of Significant Accounting Policies (continued)
	Restricted cash is held by a third party trustee and is restricted for debt service payments and Measure M expenditures pursuant to various bond covenants. Included in these amounts are proceeds from Sales Tax Revenue Bonds, Series 2011, to be used for Measure M activities and bond reserve requirements for the Series 2008 and 2011 bonds, and sales tax revenues collected by the trustee for making the annual interest payments on the bonds.
	Sales Tax Revenue and Receivable
	Sales tax receivable represents sales tax amounts allocated to SCTA through Measure M, but uncollected at year end. Due to the nature of the sales tax receivable, management does not consider any portion uncollectible.
	Sales tax revenues are presented net of administrative assessments by the State Board of Equalization in the amount of $487,140 for the year.
	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.
	Note C. Cash and Investments
	Investment in the Sonoma County Treasurer's Investment Pool
	Cash and investments are comprised of cash pooled with the Sonoma County Treasury Pool (the Treasury Pool), an external investment pool. The Sonoma County Treasurer's office also acts as a disbursing agent for the Measure M Funds. The fair value of the Measure M Funds' investment in this pool is based upon the Measure M Funds’ pro-rata share of the fair value provided by the Treasury Pool for the entire Treasury Pool portfolio (in relation to the amortized cost of that portfolio) and is $290,482 more than that reported in the total column of the balance sheets – by activity. 
	The balance available for withdrawal is based on accounting records maintained by the Treasury Pool, which are recorded on an amortized cost basis. Interest earned on investments pooled with the Treasury Pool is allocated quarterly to the appropriate fund based on its respective average daily balance for that quarter. The Treasury Oversight Committee of the Treasury Pool has oversight for all monies deposited into the Treasury Pool.
	Note C.        Cash and Investments (continued)
	Treasury Pool Investment Guidelines
	The Measure M Funds' pooled cash and investments are invested pursuant to investment policy guidelines established by the County Treasurer and approved by the Board of Supervisors. The objectives of the policy are, in order of priority: safety of capital, liquidity, and maximum rate of return. The policy addresses the soundness of financial institutions in which the County will deposit funds, types of investment instruments as permitted by the California Government Code 53601, and the percentage of the portfolio that may be invested in certain instruments with longer terms to maturity.   
	A copy of the Treasury Pool investment policy is available upon request from the Sonoma County Auditor-Controller-Treasurer-Tax Collector at 585 Fiscal Drive, Room 100, Santa Rosa, California, 95403.
	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 fair value to changes in market interest rates. Due to the highly liquid nature of the Measure M Funds' investment with the Treasury Pool, the Measure M Funds' exposure to interest rate risk is deemed by management to be insignificant.
	The weighted average maturity of Treasury Pool investments at June 30, 2014 was 791 days.
	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
	With respect to investments, custodial credit 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 SCTA, which is responsible for the investment decisions of the Measure M Funds, contains no limitations on the amount that can be invested in any one issuer beyond that stipulated by the California Government Code. There were no non-pooled investments in any one issuer that represent 5% or more of total Measure M Funds’ investments.
	Note D. Measure M Sales Tax Revenue Bonds
	SCTA issued $46,075,000 in Sales Tax Revenue Bonds, Series 2008 (Limited Tax Bonds) (2008 Bonds) on January 24, 2008. The 2008 Bonds were issued at a premium of $4,516,657 and bond issuance costs totaled $511,177. The 2008 Bonds carry interest rates ranging from 4% to 5%, and were issued for the purpose of financing certain transportation projects included in the Measure M Expenditure Plan. 
	The 2008 Bonds begin to mature in December 2013, and all 2008 Bonds will mature by December 2024. Bonds maturing subsequent to December 2017 are subject to redemption at the option of SCTA at any time on or after December 1, 2017 at a price equal to 100% of the principal amount outstanding and any accrued interest thereon.
	SCTA issued $25,200,000 in Sales Tax Revenue Bonds, Series 2011, (Limited Tax Bonds) (2011 Bonds) on January 26, 2011, with a maturity date of December 1, 2024.  The 2011 Bonds were issued at a premium of $1,863,706 and bond issuance costs totaled $416,692. The 2011 Bonds carry interest rates ranging from 2% to 5%, and were issued for the purpose of financing certain transportation projects included in the Measure M Expenditure Plan.  
	The 2011 Bonds began to mature in December 2011, and all 2011 Bonds will mature by December 2024. Bonds maturing subsequent to December 2020 are subject to redemption at the option of SCTA at any time on or after December 1, 2020 at a price equal to 100% of the principal amount outstanding and any accrued interest thereon.
	The 2008 and 2011 Bonds are limited obligations of SCTA secured solely by a pledge of $102,370,560 from Measure M sales tax revenues. Pledged sales tax revenues represent 22% of estimated total revenues from the Measure M sales tax. 
	Debt service payments made from the Measure M Fund were equal to $6,469,613 for the fiscal year ended June 30, 2014, representing 31% of the $21,044,133 in Measure M sales tax revenue recognized during the same period.  The debt service payments consisted of $3,245,000 principal payments on the 2008 and 2011 Bonds, and interest payments totaling $3,224,613 for both the 2008 and 2011 Bonds. 
	Note D. Measure M Sales Tax Revenue Bonds (continued)
	The annual debt service requirements to maturity for the 2008 Bonds are as follows as of June 30, 2014:
	 The annual debt service requirements to maturity for the 2011 Bonds are as follows as of June 30, 2014:
	Debt service payments for the 2008 and 2011 Bonds are made from the Measure M Debt Service fund.
	Note E. Risk Management
	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. As funds of SCTA, the Measure M Funds are covered for general, automobile, crime and errors and omissions liability through Alliant Insurance Services. The limits of coverage are $1,000,000 per occurrence. SCTA participates in the County of Sonoma self-insurance program providing $300,000 per occurrence for workers' compensation claims and has excess reinsurance with the California State Association of Counties up to statutory limits. 
	Note F. Interfund Balance
	Measure M entered into a cooperative funding agreement in order to provide an inter-program loan from the Local Streets - Projects fund to the Passenger Rail fund. The purpose of the interfund loan was to provide reimbursement for the Sonoma-Marin Area Rail Transit project in advance of receipt of the sales tax revenue allocation for rail as allowed by the Strategic Plan. 
	Note G. Commitments 
	The Measure M Special Revenue Fund has the following outstanding commitments related to its programs as of June 30, 2014:
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	Budgetary Information
	Budgetary revenue estimates represent original estimates modified for any authorized adjustment which was contingent upon new or additional revenue sources. Budgetary expenditure amounts represent original appropriations adjusted by budget transfers and authorized appropriation adjustments made during the year. Budgets are adopted on a basis consistent with generally accepted accounting principles. The Measure M Special Revenue and Debt Service Funds' budgetary information was amended during the year.
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