SANDAG
Audit Committee Agenda

Friday, February 2, 2024
9 a.m.

Welcome to SANDAG. The Audit Committee meeting scheduled for Friday February 2, 2024, will be held in person in the SANDAG
Board Room. While Audit Committee members will attend in person, members of the public will have the option of participating either
in person or virtually.

For public participation via Zoom webinar, click the link to join the meeting: https://us02web.zoom.us/j/85951419447
Webinar ID: 859 5141 9447

To participate via phone, dial a number based on your current location in the US:

+1 (669) 900-6833 +1 (669) 444-9171 International numbers available: https://us02web.zoom.us/u/kdo55ZRSKc

SANDAG relies on commercial technology to broadcast the meeting via Zoom. If we experience technical difficulty or you are
unexpectedly disconnected from the broadcast, please close and reopen your browser and click the link to rejoin the meeting.
SANDAG staff will take all possible measures to ensure a publicly accessible experience.

Public Comments: Members of the public may speak to the Audit Committee on any item at the time the Audit Committee is
considering the item. Public speakers are generally limited to three minutes or less per person.

Persons who wish to address the members on an item to be considered at this meeting, or on non-agendized issues, may email
comments to the Clerk at clerkoftheboard@sandag.org (please reference Audit Committee meeting in your subject line and identify
the item number(s) to which your comments pertain). Comments received by 4 p.m. the business day before the meeting will be
provided to members prior to the meeting. All comments received prior to the close of the meeting will be made part of the meeting
record.

If you desire to provide in-person verbal comment during the meeting, please fill out a speaker slip, which can be found in the lobby.
If you have joined the Zoom meeting by computer or phone, please use the “Raise Hand” function to request to provide public
comment. On a computer, the “Raise Hand” feature is on the Zoom toolbar. By phone, enter *9 to “Raise Hand” and *6 to unmute.
Requests to provide live public comment must be made at the beginning of the relevant item, and no later than the end of any staff
presentation on the item. The Clerk will call on members of the public who have timely requested to provide comment by name for
those in person and joining via a computer, and by the last three digits of the phone number of those joining via telephone. Should
you wish to display media in conjunction with your comments, please inform the Clerk when called upon. The Clerk will be prepared
to have you promoted to a position where you will be able to share your media yourself during your allotted comment time. In-person
media sharing must be conducted by joining the Zoom meeting on the personal device where the content resides. Please note that
any available chat feature on the Zoom meeting platform should be used by panelists and attendees solely for procedural or other
“housekeeping” matters as comments provided via the chat feature will not be retained as part of the meeting record. All comments
to be provided for the record must be made in writing via email or speaker slip, or verbally per the instructions above.

In order to keep the public informed in an efficient manner and facilitate public participation, SANDAG provides access to all agenda
and meeting materials online at sandag.org/meetings. Additionally, interested persons can sign up for email notifications at
sandag.org/subscribe. A physical copy of this agenda may be viewed at the SANDAG Toll Operations Office, 1129 La Media Road,
San Diego, CA 92154, at any time prior to the meeting.

To hear the verbatim discussion on any agenda item following the meeting, the audio/video recording of the meeting is accessible on
the SANDAG website.

SANDAG agenda materials can be made available in alternative languages. To make a request, call (619) 699-1900 at least

72 hours in advance of the meeting.

Los materiales de la agenda de SANDAG estan disponibles en otros idiomas. Para hacer una solicitud, llame al (619) 699-1900 al
menos 72 horas antes de la reunién.

San Diego Association of Governments
401 B Street, Suite 800, San Diego, CA 92101-4231 x (619) 699-1900 x Fax (619) 699-1905 x sandag.org
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This meeting will be conducted in English, and simultaneous interpretation will be provided in Spanish. Interpretation in additional
languages will be provided upon request to ClerkoftheBoard@sandag.org at least 72 business hours before the meeting.
Esta reunion se llevara a cabo en inglés, y se ofrecera interpretacion simultanea en espafiol. Se ofrecera interpretacion en otros
idiomas previa solicitud a ClerkoftheBoard@sandag.org al menos 72 horas antes de la reunion.
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Closed Captioning is available

SANDAG uses readily available speech recognition technology to automatically caption our meetings in Zoom. The accuracy of
captions may vary based on pronunciations, accents, dialects, or background noise. To access Closed Captions, click the “CC” icon in
the toolbar in Zoom. To request live closed caption services, please contact the Clerk of the Board at clerkoftheboard@sandag.org or at
(619) 699-1900, at least 72 hours in advance of the meeting.

In compliance with the Americans with Disabilities Act (ADA), SANDAG will accommodate persons who require assistance in order to
participate in SANDAG meetings. If such assistance is required, please contact the Clerk of the Board at clerkoftheboard@sandag.org
or at (619) 699-1985, at least 72 hours in advance of the meeting. To request this document or related reports in an alternative format,
please call (619) 699-1900 or (619) 699-1904 (TTY), or

fax (619) 699-1905 at least 72 hours in advance of the meeting.

Vision Statement: Pursuing a brighter future for all

Mission Statement: We are the regional agency that connects people, places, and innovative ideas by implementing solutions with our
unique and diverse communities.

Our Commitment to Equity: We hold ourselves accountable to the communities we serve. We acknowledge we have much to learn
and much to change; and we firmly uphold equity and inclusion for every person in the San Diego region. This includes historically
underserved, systemically marginalized groups impacted by actions and inactions at all levels of our government and society.

We have an obligation to eliminate disparities and ensure that safe, healthy, accessible, and inclusive opportunities are available to
everyone. The SANDAG equity action plan will inform how we plan, prioritize, fund, and build projects and programs; frame how we
work with our communities; define how we recruit and develop our employees; guide our efforts to conduct unbiased research and
interpret data; and set expectations for companies and stakeholders that work with us.

We are committed to creating a San Diego region where every person who visits, works, and lives can thrive.
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Audit Committee
Friday, February 2, 2024

Comments and Communications

1. Non-Agenda Public Comments/Member Comments
Members of the public shall have the opportunity to address the Audit Committee
on any issue within the jurisdiction of the Committee that is not on this agenda.
Public speakers are limited to three minutes or less per person. Public comments
under this agenda item will be limited to five public speakers. If the number of
public comments under this agenda item exceeds five, additional public comments
will be taken at the end of the agenda. Audit Committee members and SANDAG
staff also may present brief updates and announcements under this agenda item.

2. Update - Office of the Independent Performance Auditor Activities
Courtney Ruby, Independent Performance Auditor

The Independent Performance Auditor will present an update on the Office of the
Independent Auditor's activities and other sharing events.

Consent

+3. Approval of Meeting Minutes
Courtney Ruby, Krystal Carranza; Office of the Independent Performance Auditor

The Audit Committee is asked to review and approve the minutes from its January
5, 2024, meeting.
AC_Meeting_Minutes_010524.pdf

Reports

+4. Office of the Independent Performance Auditor's Staffing Needs and
Structure
Courtney Ruby, Independent Performance Auditor

The Audit Committee is asked to discuss the need for additional professional staff
to support the Office of the Independent Performance Auditor's (OIPA) mandate.
Office of the Indpendent Performance Auditor's Staffing Needs and Structure.pdf
OIPA Audit Staffing Analysis.pdf

OIPA Proposed Org Chart.pdf

+5. Discussion of SANDAG Board Policy No. 039
Chair David Zito, Audit Committee; Courtney Ruby, Independent Performance
Auditor

The Audit Committee is asked to discuss Board Policy No. 039 to determine if any
recommendations or amendments to the policy are needed.

Discussion of SANDAG Board Policy No. 039.pdf

Att. 1 - Proposed SANDAG Board Policy No. 039.pdf

6. Adjournment
The next Audit Committee meeting is scheduled for Friday, March 1, 2024, at 9
a.m.

+ next to an agenda item indicates an attachment

Information

Approve

Discussion
/ Possible
Action

Discussion
/ Possible
Action

* next to an agenda item indicates that the Board of Directors also is acting as the San Diego County

Regional Transportation Commission for that item
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/2414153/Item_4-OIPA_Proposed_Org_Chart_v2.pdf
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/2410107/Item_5._Att._1_-_Proposed_SANDAG_Board_Policy_No._039.pdf
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January 5, 2024, Meeting Minutes

View Meeting Video

Chair David Zito (Board Member) called the meeting of the Audit Committee to order at 9 a.m.

The members of the Audit Committee and Office of the Independent Performance Auditor (OIPA) staff
provided brief introductions to the new Public Members of the Audit Committee.

1. Non-Agenda Public Comments/Member Comments

The Original Dra, member of the public, spoke regarding potential upcoming fraud, waste, and abuse
discussions.

There were no member comments.

2. Update- Office of the Independent Performance Auditor Activities

Courtney Ruby, Independent Performance Auditor (IPA), updated the Audit Committee on the active
audits and investigations of the OIPA.

The Original Dra spoke regarding review of toll road operations along State Route 125 and Interstate 15.

Action: Information only.
Consent

3. Approval of Meeting Minutes
The Audit Committee was asked to approve its December 8, 2023, meeting minutes.
The Original Dra spoke regarding toll road operations.

Action: Upon a motion by Vice Chair Dave Druker (Board Member) and a second by Shawnee Pickney-
Forrest (Public Member), the Audit Committee Board voted to approve the meeting minutes from its
December 8, 2023, meeting.

The motion passed.

Yes: Chair Zito, Vice Chair Druker, and Public Member Pickney-Forrest.
No: None.

Abstain: None.

Absent: Public Member Agnes Wong Nickerson and Public Member Rowena Dorsey.
Reports

4. Discussion of SANDAG Board Policy No. 039

Chair Zito and IPA Ruby presented the item. The Audit Committee was asked to discuss Board Policy
No. 039 to determine if any recommendations or amendments to the policy are needed.

The Original Dra spoke in support of the item.

Action: Discussion only.


https://www.youtube.com/watch?v=k0muUKvgFak&list=PLhc6gN-hbZNTvgzEa8ZH5Y4RnMfensSjd&index=2

5. Administrative and Audit Staffing Needs

IPA Ruby presented the item. The Audit Committee was asked to discuss the need for administrative and
audit staff to support the OIPA.

The Original Dra spoke in support of IPA Ruby and a whistleblower program.

Action: Upon a motion by Vice Chair Druker and a second by Public Member Pickney-Forrest, the Audit
Committee voted to recommend that the Board of Directors approve adding an additional staff member to
the OIPA to support administrative needs.

The motion passed.

Yes: Chair Zito, Vice Chair Druker, and Public Member Pickney-Forrest.
No: None.

Abstain: None.

Absent: Public Member Wong Nickerson and Public Member Dorsey.

6. Proposed Revisions to Audit Plan

IPA Ruby presented the proposed revisions to the FY 2024 Audit Plan to support audit investigation
needs.

The Original Dra spoke regarding transparency of audit reporting.

Action: Upon a motion by Vice Chair Druker and a second by Public Member Pickney-Forrest, the
Audit Committee voted to recommend that the Board of Directors approve the revisions to the FY 2024
Audit Plan.

The motion passed.

Yes: Chair Zito, Vice Chair Druker, and Public Member Pickney-Forrest.
No: None.

Abstain: None.

Absent: Public Member Wong Nickerson and Public Member Dorsey.

7. Upcoming Meetings
The next Audit Committee meeting is scheduled for Friday, February 2, 2024.

8. Adjournment

Chair Zito adjourned the meeting at 4:40 p.m.



Confirmed Attendance at SANDAG Audit Committee Meeting

January 5, 2024

Board Member David Zito (Chair) Primary Yes
Board Member David Druker (Vice Chair) Primary Yes
Public Member Shawnee Pickney-Forrest Primary Yes
Public Member Agnes Wong Nickerson Primary No
Public Member Rowena Dorsey Primary No

Board Member Ed Musgrove Alternate Yes
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Office of the Independent Performance Auditor’s Staffing
Needs and Structure

Overview Action: Discussion/Possible Action

There is a need to increase professional audit staff to The Audit Committee is asked to discuss the
support the Office of the Independent Performance
Auditor (OIPA) in accomplishing its mandate. We
have prepared a staffing analysis comparing
budgetary and staffing data from eight governmental
organizations including SANDAG’s OIPA that
demonstrates the OIPA’s oversight responsibility is
understaffed. The additional audit staff would increase
auditing capacity both quantitatively and qualitatively
thus maximizing productivity and organizational ; °
impact. It is important to note that an effective audit Senior Independent Auditor: $178,729 for
organization pays for itself by identifying areas for annual salary and benefits for budgeting
increase revenue, reduced cost, and operational purposes (salary range is $83,971-130,155).
efficiencies and enhancements. Promotion to Deputy IPA increase of $36,294
in salary and benefits.

need for additional professional staff to
support the Office of the Independent
Performance Auditor’s (OIPA) mandate.

Fiscal Impact:

Principal Independent Auditor: $239,523 for
annual salary and benefits for budgeting
purposes (salary range is $112,529-158,947)

Key Considerations

The OIPA’s authority is to conduct performance audits and review internal controls of all departments,
Boards, activities, and programs of the consolidated agency. The OIPA is the official body of SANDAG to
investigate allegations of potential fraud, waste, and abuse identified by SANDAG staff or other
stakeholders.

The OIPA’s current audit staff includes 5 full-time audit staff members in addition to the appointed
Independent Performance Auditor (IPA) to audit a $1.2 billion dollar regional agency with the vast
responsibilities of being both a metropolitan planning organization and a council of governments tasked
with developing regional solutions impacting transportation, air quality, clean energy, economic
development, goods movement, public health, public safety, housing, and more. Additionally, the annual
portion of SANDAG’s capital program budget is over $565 million and represents 47.8 percent of the
consolidated agency’s overall budget. SANDAG'’s substantial responsibility for capital improvement
projects contributes to increased audit risk due to the nature, volume, and complexities of such projects.

The Audit Committee is asked to discuss the need for additional professional audit staff to support the
OIPA and make recommendations to the Board of Directors (BOD) to include authorize funding for 2
OIPA audit positions: a principal independent auditor and a senior independent auditor during the
upcoming FY24-25 budget process.

A proposed organization chart is included for discussion purposes. It should be noted that the
organization chart reflects a new position, Deputy Independent Performance Auditor, and the current
Independent Principal Auditor, Lloyd Carter, is being promoted to this newly created position. The position
Lloyd will be vacating will not be filled until funding is authorized during the FY24-25 budget process.
Given OIPA’s mandate and the depth and breadth of its scope and responsibility to perform independent
examinations, audits and investigations, an organization structure that includes senior management level
responsibility over audits and examinations is critical to ensuring adherence to Government Auditing
Standards and adequate quality control systems are maintained over our work products. This type of
structure is common among independent audit organizations. Lloyd Carter joined OIPA in January 2020



as a Principal Auditor and is exceptionally qualified to fulfill this new role with over 23 years of
government auditing experience, including Supervising Management Auditor overseeing the entire audit
division for the Bureau of Gambling Control at the California State Department of Justice.

Next Steps

If the Audit Committee supports the proposed increases for audit staffing, the Audit Committee would
recommend to the BOD as part of the FY24-25 budget process to authorize the necessary funding for 2
OIPA audit positions: a Principal Independent Auditor and a Senior Independent Auditor and additional
funding to cover the increased costs associated with the Deputy IPA position. Upon the Audit
Committee’s decision to forward such a recommendation to the BOD, the OIPA will immediately work with
HR to commence recruitment for both new positions with the understanding an offer of employment is
contingent upon authorized funding during the FY24-25 budget process. As such, all recruitment
advertisements for these positions will identify that they are dependent upon authorized funding in the
FY24-25 budget and will start no sooner than July 1, 2024.

Courtney Ruby, Independent Performance Auditor

Attachments: 1. OIPA Audit Staffing Analysis
2. OIPA Proposed Organization Chart
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Courtney Ruby, CPA, CFE
Independent Performance Auditor

Prepared by Michael Ryan, Associate Independent Auditor
and Lloyd Carter, Principal Independent Auditor



BACKGROUND

The SANDAG Office of the Independent Performance Auditor (OIPA) serves as the
SANDAG Board of Directors’ oversight function that objectively evaluates and
recommends improvements to SANDAG operations. OIPA prioritizes its efforts
through an annual objective risk assessment and continually monitoring trends
from the whistleblower hotline. The OIPA's oversight function is designed to include
timely reporting of significant issues to appropriate oversight authorities.

SANDAG Board Policy No. 039 - Audit Policy Advisory Committee and Audit Activities
specifies the functions of the Independent Performance Auditor and the SANDAG
Audit Committee, which assists the Board in fulfilling its oversight responsibilities.
On January 1, 2018, a new California Assembly Bill (AB 805) required the creation of
the Audit Committee and an independent performance auditor position.

Per AB 805 the OIPA has the authority to conduct or to cause to be conducted
performance audits of all departments, offices, boards, activities, agencies, and
programs of the consolidated agency. The OIPA is also the official body of SANDAG
to investigate allegations of potential fraud, waste, and abuse identified by SANDAG
staff or other stakeholders.

The OIPA is required to follow Generally Accepted Government Auditing Standards
(GAGAS) as published by the United States Government Accountability Office.

HISTORY

Prior to the passing of AB 805 and the creation of the OIPA, SANDAG's auditor

reported directly to management and the audit plan was approved by management.

Consequently, the audit staff had no independence and no ability to report risk to
the Board. As a result of AB 805, the IPA reports to the Audit Committee, is
independent of management and presents an annual audit plan based upon a risk
assessment for approval to the Audit Committee.

Performance audits in accordance with GAGAS are to examine the effectiveness,
efficiency, economy, ethics and equity in government programs with the goal of
implementing improvements and to protect the public interest. In addition,
performance audits are to ensure compliance with relevant laws and regulations and
evaluate if government programs are achieving their objectives and desired
outcome.

One of the requirements of GAGAS is to have a competent audit staff. Competency
is achieved through audit staff qualifications, composition and continuing
professional education. The OIPA needs to ensure we have an adequate number of
staff that collectively possess the necessary qualifications and competence to
conduct the full range of independent audits, examinations and investigations
required to accomplish our mandate.
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In March of 2020, the OIPA had funding for the following positions:

¢ 1Independent Performance Auditor (IPA)
e 2 Principal Management Internal Auditors
e 2 Auditinterns'.

At that time, a staffing analysis conducted by the OIPA was presented to the Board
requesting an additional 5 positions:

e 2 Associate auditors
e 2 Entry level auditing positions
e 1Administrative support position

The March 2020 staffing analysis was attached to the OIPA’s proposed FY 2021
budget and it was approved by the Board of Directors (BOD). As of January 2024, 4 of
5 Board approved positions have been funded.

The purpose of this report is to provide an updated analysis to support the need for
additional professional staff.

METHODOLOGY

The OIPA gathered budgetary and staffing data from eight governmental
organizations including SANDAG for the analysis. The analysis focuses on the metric
‘Dollar Oversight Responsibility per Auditor’ (DORPA). This metric quantifies how
much of the agency’s budget each auditor would have oversight over. DORPA is
defined as the budget divided by the number of auditors? (not including the
chief/head auditor unless they are the only auditor). The higher the DORPA, the less
auditor oversight per agency dollar. In addition, staff separately measured each
agency's capital improvement project budget to differentiate auditor oversight for
both total agency budget and exclusively capital improvement project (CIP) budget.
The rationale is due to numerous interagency variations in the relative sizes of the
CIP budget compared to the total budget. When determining the appropriate audit
staffing level of the OIPA, adequate consideration must be given to SANDAG's large
CIP budget.

Although budget information is readily available, the number of auditorsin a
particular agency is not always easily accessible. To gather this information, the OIPA
reached out to various agencies. The reported number of auditors for each agency is
either from available documentation or from responses provided by the agencies
contacted.

! Interns are not included in the OIPA Full Time Equivalent (FTE) count.
2 For example, if an agency has a budget of $1 billion and has 10 auditors, the DORPA would be $100 million.

11



RESULTS

SANDAG is a unique special district with a budget comparable to a midsize city, like
Sacramento, that is accountable for regional planning and capital improvement
projects. The OIPA compared SANDAG to governmental agencies that have some or
all similarity in attributes, conditions, and availability of information such as:

Located within the State of California

Local to San Diego

Sufficiently large

Available budgetary data

Also were utilized in prior audit staffing analysis

The governmental agencies used for the analysis are as follows:

County of San Diego

Port of San Diego

City of San Diego

City of San Jose

City and County of San Francisco
City of Sacramento

City of Oakland

Of the sample group, SANDAG has only five auditors, the least amount.

Figure 1

12



Agency Budgets

SANDAG currently has a budget of $1.18 billion which is the second lowest of the

sample group. However, SANDAG has relatively high CIP budget of $565.56 million
which is the third highest of the sample group®.

Figure 2

Figure 3
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3 Total budget for CIP could not easily be determined in the Port of San Diego’s budget book



Dollar Oversight Responsibility per Auditor (DORPA)

As stated previously, the metric being used to determine agency oversight levels is
Dollar Oversight Responsibility per Auditor (DORPA), which is determined by taking
an agency's budget and dividing it by the number of auditors. Among the sample
group, SANDAG has the third highest agency DORPA at $236,538,252.

Figure 4
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When using DORPA in the context of CIP or Capital Projects Programs, SANDAG has
the second highest DORPA at $113,111,200“. However, the rest of the agencies have
vastly lower DORPAs for CIP. The next highest DORPA for CIP is the City of San Diego
at $29,338,138 and the lowest is the City and County of San Francisco at $5,208,932.

* The highest is the City of San Jose at $113.16 million
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Figure 5

The obvious relative change in DORPA is due to SANDAG's CIP budget being
disproportionately large in comparison to other agencies’ budgets. 47.8% of
SANDAG's total budget goes toward CIPs, which is by far the highest of all the
agencies in the analysis. The average is 19.6% of the agency budget. It should be
noted that capital projects are inherently riskier for an organization than operations.

Figure 6

l....
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To focus on local agencies in particular, the City and County of San Diego have far
more oversight over their CIPs relative to SANDAG. To approximately match the City
of San Diego’s DORPA for CIPs, SANDAG would need to have 19 auditors and to
approximately match the County of San Diego’s DORPA, SANDAG would need to
have 48 auditors.

OIPA Personnel Costs

The OIPA’s current personnel costs are $1,334,374 which is 1.82% of the agency’s total
personnel costs of $73,127,056.

Figure 7
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CONCLUSION

This analysis demonstrates that compared to other independent performance audit
offices and based on DORPA for CIP>, OIPA is understaffed. At this time, an audit staff
of 10-14 professionals for OIPA appears to be reasonable conclusion based upon this
analysis. To that end OIPA is requesting 2 auditing positions for FY24-25 and will
request 2 additional audit positions in each of the following two budget cycles to
ensure OIPA’s staffing needs are met and maintained.

The cost associated with adding 2 audit positions in FY24-25 is approximately
$418,000. The proposed OIPA organization chart is included as attachment 1 and
details the positions to be requested by fiscal year.

5 Refer to figure 5
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The risks associated in not adequately staffing OIPA are many, and the most
important one is not providing sufficient agency oversight to meet the requirements
of AB 805.

17
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OFFICE OF THE INDEPENDENT PERFORMANCE AUDITOR
PROPOSED ORGANIZATION CHART FY24/25 to FY26/27

_ Courtney Ruby, CPA, CFE
IPA
UNDER RECRUITMENT
Associate Administrative Analyst
Lloyd Carter
PROMOTION IN PROCESS —_
Deputy IPA
FY24/25 BUDGET REQUEST Doug D’Pete, CFE
WHISTLEBLOWER PROGRAM
Principal Independent Auditor Principal Independent Auditor
|
FY24/25 BUDGET REQUEST FY25/26 BUDGET REQUEST
Senior Independent Auditor Independent Auditor 1/11
|
| |
Christopher Delgado Michael Ryan, CFE Krystal Carranza
Associate Independent Auditor Associate Independent Auditor Associate Independent Auditor
FY24/25
1 1PA
1 Administrative Staff
7 Audit Staff
FY26/27 BUDGET REQUEST FY26/27 BUDGET REQUEST FY25/26 BUDGET REQUEST .
Growth: 2 Audit Staff/yr.
Independent Auditor I/11 Independent Auditor 1/11 Independent Auditor I/II
Focus: Other Operations Focus: CIP Contracting
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Discussion of SANDAG Board Policy No. 039

Overview Action: Discussion/Possible Action

In accordance with Assembly Bill 805 (Gonzalez, The Audit Committee is asked to discuss
2017), SANDAG Board Policy No. 039: Audit Policy Board Policy No. 039 to determine if any
Advisory Committee and Audit Activities (BP 039) was  [RESSUluECEL e IREYIYCLICR R
established to provide guidance on how to carry out policy are needed.

the bill. Each year policies are reviewed and, if
necessary, revised. Members of the Audit Committee
previously discussed and proposed areas of the policy ~ Fiscal Impact:
that would benefit revisions or clarifications and thus None.

require Board of Directors action. These revisions
were to be presented to the Executive Committee of
the Board (Executive Committee) on December 8, None.

2023, however, at the November 3, 2023,

Executive Committee meeting it was requested that the newly appointed Independent Performance
Auditor (IPA) review, comment, and confer with the Chair of the Audit Committee on the proposed
revisions before being presented to the Executive Committee.

Schedule/Scope Impact:

Key Considerations

SANDAG Board Policy No. 039: Audit Policy Advisory Committee and Audit Activity is the document that
provides direction on how to carry out the AB 805, as it relates to the Audit Committee and the Office of
the Independent Performance Auditor.

The intent of the meeting today is for Chair Zito to review all the proposed revisions with the

Audit Committee, given there is a new IPA and new Audit Committee members. The Chair will focus
specifically on the area that most changes are being proposed: Section 4 — Selection of Audit Committee
Members.

Members are asked to discuss and take possible action in regard to the following:

1. Public Membership Selection Process and composition of Selection Committee;
2. Public Members term limits and staggering of members terms;

3. Appointment of the Chair and Vice Chair; and

4. Addition of a Public Member to serve as an alternate.

Next Steps

The Audit Committee is asked to discuss and determine next steps including possible actions to move
SANDAG Board Policy No. 039 proposed revisions forward.

Councilmember David Zito, Audit Committee Chair
Attachment: 1. Proposed SANDAG Board Policy No. 039 with Redline Changes
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Attachment 1

SAMDAG BOARD POLICY NO. 039

AUDIT POLICY ADVISORY COMMITTEE AND AUDIT ACTIVITIES

1. Purpose

The purpose of this policy is to specify the functions of the Audit Commmittee and the
SANDAG Independent Performance Auditor.

2. Governance and Role of the Audit Committee

2.1

22
2.3

2.4

25

The Audit Committee shall be overseen by the SANDAG Board of Directors and shall
govern itself in accordance with Public Utilities Code Sections 132351.4 and 132354.],
and the policies and procedures applicable to all SANDAG Policy Advisory
Committees.

Membership of the Audit Committee shall be as set forth in Board Policy No. 002:

Policy Advisory Committee Membership. The Audit Committee shall consist of five
voting members with two members of the Board of Directors and three members
of the pubilic, all of which shall be appointed by the Board of Directors. Due to the
qualification requirements and selection process described in this policy, Audit
Committee members and alternates shall be selected according to the processes
below.

Fhe-Chatrofthe Board-wilkselectThe Audit Committee members themselves will
select by a majority vote of the Committee which members of the Audit Committee
will hold the Chair and Vice Chair positions on the Audit Committee every-tweo-years

erwheneveraposttenisvacantfor a term of one year.

The role of the Audit Committee is to assist the Board in fulfilling its oversight
responsibilities and provide a forum for pursuing the opportunities for
improvements in operations, financial reporting and internal controls identified
through the agency’s audit products.

3. Authority of the Audit Committee

3.1

The Audit Committee may hear items within the subject areas of audits, internal
controls and investigations into fraud, waste, or impropriety, and may be asked to
provide actions or recommendations on other matters within the Audit
Committee’s purview. The responsibilities of the Audit Committee include:

311 Recommend to the Board which firm to contract with to conduct the annual
financial statement audits and oversee the conduct of such audits.

312 Meet with management and the independent performance auditor to
review and discuss SANDAG's annual financial statement audits, internal
control reports and other audits performed by external auditors.
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313

314

315

316

317

318

319

3.1.10

31

3112

3113

Review and oversee the implementation of corrective action to address
noted audit deficiencies.

Based on the Board's direction regarding whether to hire an individual or
firm, recommend to the Board which individual or firm to hire to carry out
independent performance auditor responsibilities.

Recommend to the Board the annual compensation of the independent
performance auditor.

Oversee the work of the independent performance auditor in preparing and
issuing audit and investigative reports and other audit, review or attest
activities.

Approve the annual audit plan after discussion with the independent
performance auditor, pursuant to Public Utilities Code Section 132354.1(b),
and make recommendations to the Board regarding the budget needed to
carry out the annual audit plan of the independent performance auditor.

Monitor the implementation of the annual audit plan and provide an annual
report to the Board.

Monitor the implementation of corrective action identified in audit and
investigative reports and inform the Board when corrective action is
insufficient or untimely.

Independently communicate with the IPA consistent with the limitations set
forth in the Brown Act.

Conduct the independent performance auditor's annual performance
evaluation against performance measures established and adopted by the
Audit Committee.

Vote on whether to remove the independent performance auditor for cause
including, but not limited to incompetence, dishonesty, unethical behavior,
violation of state or federal laws, or failure to maintain required professional
certifications; such removal being subject to an approving vote by two-thirds
of the Audit Committee and the Board.

Recommend internal control guidelines to be adopted by the Board to
prevent and detect financial errors and fraud based on the internal control
guidelines developed by the State Controller pursuant to Government Code
Section 12422.5 and the standards adopted by the American Institute of
Certified Public Accountants.

4. Selection of Audit Committee Members

41 The Board members serving on the Audit Committee shall be appointed by the
Board using the procedures in this subsection 4.1.

4.1.1

The two Board members and any Board member alternates serving on the
Audit Committee shall be recommended for appointment by the Chair of
the Board. The Chair of the Board shall select Board members to
recommend to the Board based on the following criteria:
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4.2

4111 The Board member shall have served on the Board for at least three
years;

4112 The Board member shall have a basic understanding of the role of the
Audit Committee; and

4113 The Board member shall express a willingness to work through the
Audit Committee to pursue opportunities for improvements in
operations, financial reporting, and internal controls identified
through the agency’'s audit products.

412 The Board members recommended by the Chair of the Board shall be
subject to approval by a majority vote of the Board.

413  Audit Committee members shall serve until their successors are appointed.
In the event that the Board member who has been appointed to serve on
the Audit Committee is no longer a primary or alternate member of the
Board of Directors, the position shall be considered vacant. If and when
vacancies in the voting membership of the Audit Commmittee occur, the
same selection process as outlined above shall be followed to select a
replacement.

414 Board members appointed to the Audit Commmittee shall serve a term of two
years. At the completion of a term, eligible incumbent members will need to
apply for reappointment for another term. In no case shall any member serve
more than five-six years on the Audit Committee, but may reapply after a
hiatus of a full term.

The public members serving on the Audit Committee shall be appointed by the
Board using the procedures in this Subsection 4.2.

421 Whenever there is a vacancy for a public member seat on the Audit
Committee, application forms will be made available on the SANDAG
website for persons interested in applying for an Audit Committee position.
Applications shall be due within 30 days after the application forms are
posted. Only candidates who submit an application by the deadline will be
considered.

4272 Applicants shall possess the independence, experience, and technical
expertise necessary to carry out the duties of the Audit Committee. This
expertise includes, but is not limited to, knowledge of accounting, auditing,
and financial reporting. The minimum professional standards for public
members shall include at least ten years of experience as a certified public
accountant or as a certified internal auditor, or ten years of other professional
accounting, financial, or legal experience in audit management.

423

person Selection Committee shall be convened comprised of a Board
Member or Board Member Alternate sitting on the Audit Committee , a
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424

425

426

4.2.7

Public Member or Public Member Alternate siting on the Audit Committee,
SANDAG'seurrenrt Independent Performance Auditor or an OIPA upper
management level staff person, anratSANDAG's Chief Financial Officer or an
upper management level staff person from SANDAG Finance, and one
outside government financial expert. The Chair of the Audit Committee, the
Independent Performance Auditor, and the Chief Financial Officer shall
appoint the members of the Selection Committee subject to the
composition rules in this section. The outside government financial expert
will be confirmed by the Board of Directors. The outside government
financial expert may serve until replaced by the Board's appointment of a
new outside government financial expert to the Selection Committee.

Persons serving on the screening committee shall sign a declaration
establishing that they do not have a conflict of interest.

arreongtheappheants_The Selection Committee shall score the applicants
against criteria which are informed by section 4.2.2 above and which are
agreed upon by the Audit Committee. .

supplementalprecess The Selection Committee may choose to interview
applicants to help determine finalists to be considered, and the results of
such interviews shall be incorporated into the final scoring.

Applicants scoring within
no more than 20% of the top-scoring candidate shall be considered finalists.:

The applicants to be forwarded to the Board for approval shall be chosen by

a random draw from the finalists.

274.2.8 Audit Committee members shall serve until their successors are

4.29

appointed. If and when vacancies in the voting membership of the Audit
Committee occur, the same selection process as outlined above shall be
followed to select a replacement to fill the remainder of the term.

Public members appointed to the Audit Committee shall serve a term of twe
three years. At least two months prior to the completion of a term, eligible
incumbent members wil-reed-teo-apply-ferreappointmentforaneother
term:-may request reappointment for another term, and it will be at the
discretion of the Selection Committee either to approve such request or
require the full advertisement and selection process described above in this
section. Other than instances in which a term is extended because of a delay
in selecting a successor or to otherwise avoid having all three public
members term out in the same year, members may not serve more than six
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consecutive years on the Audit Committee, but may reapply following a
hiatus of at least one full term. To avoid having all three public members
termed out at the same time, the Selection Committee will be given the
discretion to lengthen the term of a sitting public member by no more than
one vear trre—case-shatany-rmermberservemore-than-fiveyearsonthe

4210 A public member non-voting alternate shall also be selected, with a
term pursuant to 4.2.98. Such public member alternate shall be chosen by the
Selection Committee from velunteersamoengpriorpublic rembers-Shouldne

Nriny e Valaall aVal o Nt aVa ala aon ornrn an ala aaValaall aVal
SARATA N AT, >, vO1g O > VA a 2

froem-finalists, per 4.2.4 above, not selected for Committee membership or a
sprior public member who has notified the Audit Committee in writing by the
application deadline, per 4.2.1. In the event a prior public member serves as a
non-voting alternate, consecutive service cannot exceed 4 terms (2 terms as a
public member and 2 terms as a public member non-voting alternative)
without a hiatus of a full term.

5. Selection of Independent Performance Auditor

51 The independent performance auditor shall serve a two-year term and shall be
selected by the Board on the basis of qualifications and experience, which include,
but are not limited to:

511 At least ten years of experience performing audits under Government Audit
Standards;

512 At least five years of management experience;

513 A Bachelors or higher degree in business, public administration, finance,
accounting or a related field; and

51.4  Possession of a Certified Public Accountant or Certified Internal Auditor
license or certificate.

6. Scope of Authority and Responsibilities of Independent Performance Auditor

6.1 The independent performance auditor shall report to the Audit Committee and
shall be independent of SANDAG's internal management and administration,
except that SANDAG's Director of Finance role shall maintain administrative
oversight of the IPA's monthly timesheets and tracking of annual leave.

6.2 The objective of the IPA is to serve as the Board of Directors oversight function that
objectively evaluates and recommends improvements to SANDAG including
prioritizing its efforts by continuously facilitating an objective risk assessment. The
Independent Performance Auditor’'s audit functions are designed to include timely
reporting of significant issues to appropriate oversight authorities.

6.3 The IPA may facilitate and conduct a risk assessment process to assist management
to logically identify key risks within SANDAG and its components and shall annually
present and discuss risk with the Committee to receive input and feedback. As part
of the aforementioned process, the IPA shall receive input from SANDAG's executive
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6.4

6.5

6.6

6.7

6.8

management and staff, the Committee, and the Board of Directors as to the risk
factors that the Committee deems most important to SANDAG.

Based upon the results of the risk assessment, the independent performance
auditor shall annually prepare an audit plan and conduct audits in accordance
therewith. The independent performance auditor shall have authority to conduct, or
to cause to be conducted, performance audits of SANDAG departments, offices,
boards, activities, agencies, and programs and perform those other duties as may be
required by the Board or as provided by the California Constitution and general laws
of the state.

The IPA will oversee and conduct independent examinations, including audits, of
SANDAG programs, functions, operations, or management systems and procedures.
In performing such audits, the IPA will independently and objectively assess
whether:

6.51 Activities and programs being implemented have been authorized by the
appropriate governing laws or codes, state or local law, or applicable federal
law or regulations.

6.5.2 Activities and programs are in compliance, properly conducted, and funds
expended in accordance with the applicable laws.

6.53 The departments, divisions, or agencies are acquiring, managing, protecting,
and using its resources, including public funds, personnel, property,
equipment, and space, economically, efficiently, equitably, and effectively,
and in a manner consistent with the objectives intended by the authorizing
entity or enabling legislation.

6.5.4 The entity, programs, activities, functions, or policies are effective, including
the identification of any causes of inefficiencies or uneconomical practices.

6.5.5 The desired result or benefits are being achieved.

6.5.6 Financial and other reports are being provided that disclose fairly, accurately,
and fully all information required by law, to ascertain the nature and scope of
programs and activities, and to establish a proper basis for evaluating the
programs and activities including the collection of, accounting for, and
depositing of revenues and other resources.

6.5.7 Management has established adequate operating and administrative
procedures and practices, fiscal and accounting systems, and an adequate
system of controls or internal management controls.

6.5.8 Indications of fraud, abuse, waste, misappropriation, or illegal acts are valid
and need further investigation.

The IPA may also perform external reviews of contracts or service programs of
entities that are awarded funds overseen by SANDAG.

The independent performance auditor shall from time to time advise the Audit
Committee on existing and evolving governance practices that may be best
suited for SANDAG.

The independent performance auditor shall follow the most recent version of
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6.9

6.10

6.1

6.12

6.13

Generally Accepted Government Auditing Standards as published by the United
States Government Accountability Office.

The Committee shall approve the processes pertaining to follow-up audit
procedures, if appropriate. The IPA shall have procedures in place to track,
monitor, and evaluate the status of identified control issues with a tracking
mechanism and with consideration to the risk of each issue and the cost and
benefit of various audit procedure alternatives.

All officers and employees of SANDAG shall furnish to the independent
performance auditor unrestricted access to employees, information, and records,
including electronic data, within their custody regarding powers, duties, activities,
organization, property, financial transactions, contracts, and methods of business
required to conduct an audit or otherwise perform audit duties. It is also the duty
of any consolidated agency officer, employee, or agent to fully cooperate with the
auditor, and to make full disclosure of all pertinent information, with the exception
of information that is protected by law from disclosure.

The IPA shall hold data and information obtained during the course of its audit
activities with due care and the appropriate level of confidentiality. Unless
otherwise mandated by law, the IPA shall have authority to grant, limit, and
restrict access to work papers and records.

The IPA shall coommunicate results of its work and otherwise known issues to
management and the Committee. The IPA shall form and report appropriate
opinions based on audit evidence. Management shall provide responses to issues
in a prompt and efficient manner. Written reports may be distributed to the
Committee, SANDAG's Management, and if appropriate for reports containing
significant issues or when there is a disagreement with management other than
minor in nature, to the Board of Directors. The IPA shall provide summary
information to the Committee pertaining to issues resulting from audit
procedures as well as known issues outside of the audit scope of review.
Additionally, the IPA shall provide the Committee with an annual assessment as to
the effectiveness of management'’s attention to resolving identified control issues.

The independent performance auditor shall prepare a proposed budget and
submit it to the Audit Committee for a recommendation to the Board of Directors
for its approval 180 days prior to the beginning of each fiscal year or as otherwise
requested by the Director of Finance.

The independent performance auditor shall have the power to appoint, employ,
and remove assistants, employees, and personnel as deemed necessary for the
efficient and effective administration of the affairs of the independent
performance auditor. The independent performance auditor may prescribe the
duties, scope of authority, and qualifications of employees and consultants
overseen by the independent performance auditor. The independent
performance auditor’'s authority shall be subject to the annual audit plan and the
budget approved by the Board, SANDAG rules and policies related to the
management and hiring of SANDAG employees and consultants, and the scope of
the independent performance auditor's purview as determined by the Board.
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6.14

6.15

6.16

6.17

The independent performance auditor may investigate any material claim of
financial fraud, waste, or impropriety within SANDAG and for that purpose may
summon any officer, agent, or employee of the consolidated agency, any claimant,
or other person, and examine him or her upon oath or affirmation relative thereto.
The independent performance auditor will conduct investigations generally
following the procedures recommended by the Association of Certified Fraud
Examiners’ Fraud Examiners Manual for any allegations of financial fraud, waste or
performance auditor shall advise the members of the Audit Committee of that
intention, seek legal counsel from the Office of General Counsel or outside counsel
under contract to SANDAG regarding the relevant legal issues, and document the
reasons why the questioning must be done under oath instead of by some other
form of affirmation.

The independent performance auditor shall coordinate audit functions such that
there is no duplication of effort between the audits undertaken by the
independent performance auditor and audits undertaken by the Independent
Taxpayer Oversight Committee.

Pursuant to Government Code section 8546.7, when the amount of a contract will
exceed $10,000, SANDAG and the State Auditor, at the request of SANDAG or as
part of any audit of SANDAG, have authority to examine and audit a contracting
party for a period of three years after SANDAG's final payment on the contract,
whether or not audit language is included in the contract document. As an
additional measure, all SANDAG contracts with consultants, vendors, or agencies
in excess of $25,000 in aggregate within a fiscal year, which call for a contracting
party to provide goods or services to SANDAG over a period of time, will be
prepared with an adequate audit provision to allow the independent performance
auditor access to the entity's records needed to verify compliance with the terms
specified in the contract. The intent of this provision is to put parties contracting
with SANDAG on notice that the independent performance auditor will have the
right to audit both the party’'s accounting methods and performance on such
contracts

Results of all audits and reports shall be made available to the public in
accordance with the requirements of the California Public Records Act (Chapter
3.5 [commencing with Section 6250] of Division 7 of the Title 1 of the Government
Code). Final versions of formal reports also shall be posted on the SANDAG
website.
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6.18 All materials or services needed by the independent performance auditor shall be
procured using an open and competitive basis with solicitation of proposals from
the widest possible number of qualified firms as prescribed by SANDAG
procedures for procurement. The scope of work of all such consultant work shall

be subject to approval by the independent performance auditor prior to any such
solicitation.

Adopted: December 2017
Amended: January 2019
Amended: September 2019
Amended: 2023
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