N AGENDA

OCTA Finance and Administration Committee Meeting

Committee Members Orange County Transportation Authority
Andrew Do, Chairman Headquarters
Steve Jones, Vice Chairman 550 South Main Street
Michael Hennessey Board Room — Conf. Room 07
Richard Murphy Orange, California
Miguel Pulido Wednesday, August 23, 2017 at 10:30 a.m.
Todd Spitzer

Michelle Steel

Any person with a disability who requires a modification or accommodation in order
to participate in this meeting should contact the OCTA Clerk of the Board, telephone
(714) 560-5676, no less than two (2) business days prior to this meeting to enable
OCTA to make reasonable arrangements to assure accessibility to this meeting.

Agenda descriptions are intended to give members of the public a general summary
of items of business to be transacted or discussed. The posting of the
recommended actions does not indicate what action will be taken. The Committee
may take any action which it deems to be appropriate on the agenda item and is not
limited in any way by the notice of the recommended action.

All documents relative to the items referenced in this agenda are available for public
inspection at www.octa.net or through the Clerk of the Board’s office at the OCTA
Headquarters, 600 South Main Street, Orange, California.

Call to Order

Pledge of Allegiance
Director Steel

1. Public Comments

Special Calendar

2. Taxable Sales Forecast - California State University, Fullerton - Anil Puri,
PhD, Co-Director of the James and Jeanette Woods Center for Economic
Analysis and Forecasting
Christina Runge/Andrew Oftelie

Orange County Transportation Authority contracts with several economic
specialists to provide an annual 30-year taxable sales forecast for
Measure M2. The latest forecasts were received in spring 2017.
Anil Puri, PhD, from California State University, Fullerton will provide an
update on the annual forecast and economic outlook for Orange County to
the Finance and Administration Committee.
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Consent Calendar (ltems 3 through 10)

All items on the Consent Calendar are to be approved in one motion unless a
Committee Member or a member of the public requests separate action or
discussion on a specific item.

3.

Approval of Minutes

Approval of the minutes of the Finance and Administration Committee for July
26, 2017.

Performance Audit of the Orange County Transportation Authority's
Storm Water Pollution Prevention Program
Ricco Bonelli/Janet Sutter

Overview

On behalf of the Internal Audit Department, the firm of Sjoberg Evashenk
Consulting, Inc., has completed an audit of the Orange County
Transportation Authority’s Storm Water Pollution Prevention Program. The
audit found that the Orange County Transportation Authority generally
complied with the requirements for Industrial General Permits and
Construction General Permits; however, the auditors made ten
recommendations to improve compliance.

Recommendation

Direct staff to implement ten recommendations provided in the
Orange County Transportation Authority Performance Audit of OCTA’s Storm
Water Pollution Prevention Program (SWPPP), Internal Audit Report
No. 17-505.

Local Agency Investment Fund - June 2017
Rodney Johnson/Andrew Oftelie

Overview

The Orange County Transportation Authority invests a portion of its liquid
portfolio in the State of California Local Agency Investment Fund. Each
month, the State Treasurer's office publishes a report detailing the
composition of the pool. The attached summary statements from the report
are for the month ending June 30, 2017. The report has been reviewed and
is consistent with the investment practices of the State Treasurer’s Office.
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5. (Continued)
Recommendation
Receive and file as an information item.

6. Orange County Treasurer’s Management Report - June 2017
Rodney Johnson/Andrew Oftelie

Overview

The Orange County Transportation Authority invests a portion of its liquid
portfolio in the Orange County Investment Pool. Each month the
Orange County Treasurer publishes a comprehensive report detailing the
composition of the pool and the prevailing economic and market conditions.
The attached Treasurer's Management Report for the Orange County
Investment Pool is for the month ending June 30, 2017. The report has been
reviewed and is consistent with the investment practices of the
Orange County Treasurer.

Recommendation
Receive and file as an information item.

7. Orange County Transportation Authority Investment and Debt
Programs - July 2017
Rodney Johnson/Andrew Oftelie

Overview

The Orange County Transportation Authority has a comprehensive
investment and debt program to fund its immediate and long-term cash flow
demands. Each month, the Treasurer submits a report detailing investment
allocation, performance, compliance, outstanding debt balances, and credit
ratings for the Orange County Transportation Authority’s debt program. This
report is for the month ending July 31, 2017. The report has been reviewed
and is consistent with the investment practices contained in the Investment
Policy.

Recommendation

Receive and file as an information item.
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8. Environmental Mitigation Program Endowment Fund Investment Report
Rodney Johnson/Andrew Oftelie

Overview

The Orange County Transportation Authority has developed a Natural
Community Conservation Plan/Habitat Conservation Plan; acquired
conservation properties; and funded habitat restoration projects to mitigate
the impacts of Measure M2 freeway projects. California Community
Foundation manages the non-wasting endowment required to pay for the
long-term management of the conservation properties. Each quarter, the
California Community Foundation publishes a comprehensive report detailing
the composition of the pool and the performance. Attached is the quarterly
investment report for the Endowment Pool for the period ending
June 30, 2017. The report has been reviewed and is consistent with the pool
objectives.

Recommendation
Receive and file as an information item.

9. Agreements for Health Insurance Services
Bea Maselli/Maggie McJilton

Overview

The Orange County Transportation Authority currently has agreements with
various companies to provide medical, dental, vision, life, accidental death
and dismemberment, and disability plans for administrative employees and
employees represented by the Transportation Communications International
Union, with supplemental life insurance for all eligible employees and their
families. These agreements expire on December 31, 2017. Staff is presenting
recommendations for medical, dental, vision, life, accidental death and
dismemberment, disability, and supplemental life insurance for the calendar
year 2018.
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9.

(Continued)

Recommendations

A.

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 2 to Agreement No. C-5-3649 between the Orange
County Transportation Authority and California State Association of
Counties - Excess Insurance Authority for Kaiser Permanente Health
Plan, Inc., on a cost per employee basis, for prepaid medical services
through December 31, 2018. The annual 2018 Kaiser Permanente
Health Plan, Inc., premium cost will vary in accordance with actual
enrollment.

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 2 to Agreement No. C-5-3650 between the
Orange County Transportation Authority and California State
Association of Counties - Excess Insurance Authority for Anthem Blue
Cross, on a cost per employee basis, for prepaid medical services
through December 31, 2018. The annual 2018 Anthem Blue Cross
health maintenance organization premium costs will vary in
accordance with actual enroliment.

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 2 to Agreement No. C-5-3651 between the
Orange County Transportation Authority and California State
Association of Counties - Excess Insurance Authority for Anthem Blue
Cross, on a cost per employee basis, for preferred provider
organization medical services through December 31, 2018. The
annual 2018 Anthem Blue Cross preferred provider organization
premium costs will vary in accordance with actual enrollment.

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 2 to Agreement No. C-5-3652 between the Orange
County Transportation Authority and California State Association of
Counties - Excess Insurance Authority for Anthem Blue Cross, on a
cost per employee basis, for a consumer driven health plan through
December 31, 2018. The annual 2018 Anthem Blue Cross consumer
driven health plan premium costs and health savings account
expenses will vary in accordance with actual enroliment.
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E.

(Continued)

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 6 to Agreement No. C-1-2996 between the Orange
County Transportation Authority and California State Association of
Counties - Excess Insurance Authority for Delta Dental, on a cost per
employee basis, for preferred provider organization dental services
through December 31, 2018. The annual 2018 Delta Dental preferred
provider organization premium costs will vary in accordance with
actual enrollment.

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 6 to Agreement No. C-1-2995 between the Orange
County Transportation Authority and Delta Dental, on a cost per
employee basis, for health maintenance organization dental services
through December 31, 2018. The annual 2018 Delta Dental health
maintenance organization premium costs will vary in accordance with
actual enrollment.

Authorize the Chief Executive Officer to negotiate and execute
Amendment No. 4 to Agreement No. C-1-2997 between the Orange
County Transportation Authority and California State Association of
Counties - Excess Insurance Authority for Vision Service Plan, on a
cost per employee basis, for vision services through
December 31, 2018. The annual 2018 vision services premium costs
will vary in accordance with actual enrollment.

Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-7-1897 between the Orange County
Transportation Authority and California State Association of
Counties - Excess Insurance Authority for VOYA for life and accidental
death and dismemberment insurance through December 31, 2018.
The annual 2018 life and accidental death and dismemberment
premium costs will vary in accordance with actual volume in the plan.

Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-7-1898 between the Orange County
Transportation Authority and California State Association of
Counties - Excess Insurance Authority for VOYA to provide
supplemental life insurance to employees at their own expense
through December 31, 2018.
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9. (Continued)
J. Authorize the Chief Executive Officer to negotiate and execute

10.

Purchase Order No. C-7-1899 between the Orange County
Transportation Authority and California State Association of
Counties - Excess Insurance Authority for VOYA for short-term and
long-term disability insurance through December 31, 2018. The annual
2018 short-term and long-term disability premium costs will vary in
accordance with actual volume in the plan.

K. Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-7-1900 between the Orange County
Transportation Authority and California State Association of
Counties - Excess Insurance Activity for VOYA with Compsych to
provide administrative leave through December 31, 2018.

Amendment to the 241/91 Express Lanes Connector Project Peer
Review
Kirk Avila/Andrew Oftelie

Overview

A direct connector between the State Route 241 toll road and the 91 Express
Lanes is included in the State Route 91 Implementation Plan. In order to
advance the project, the Foothill/Eastern Transportation Corridor Agency
requested that an investment grade traffic and revenue study be prepared by
Stantec, Inc. Since Stantec, Inc., also serves as an advisor to the Orange
County Transportation Authority, CDM Smith, Inc., was hired to review and
analyze the Stantec, Inc., study. An amendment to the CDM Smith, Inc.,
contract is required to address anticipated further review and analysis.

Recommendation

Authorize the Chief Executive Officer to negotiate and execute Amendment
No. 2 to Agreement No. C-5-3798 between the Orange County
Transportation Authority and CDM Smith, Inc., in an amount not to exceed
$50,000, for further review and analysis. This will increase the maximum
obligation of the agreement to a total contract value of $107,333.20.

Regular Calendar

There are no Regular Calendar items scheduled.
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Discussion Items

1.

12.

13.

14.

15.

Measure M2 Sales Tax Forecast
Sean Murdock/Andrew Oftelie

Staff will provide an update to the Measure M2 Sales Tax Forecast.

Chief Executive Officer's Report

Committee Members' Reports

Closed Session

There are no Closed Session items scheduled.

Adjournment

The next regularly scheduled meeting of this Committee will be held at
10:30 a.m. on Wednesday, September 13, 2017, at the Orange County

Transportation  Authority Headquarters, 550 South Main  Street,
Board Room - Conference Room 07, Orange, California.
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U.S. and Orange County

Anil Purl
California State University, Fullerton
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Consumer Confidence: Off the Charts
Confidence Highest since 2000\

Mihaylo College of Business and Economics
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Market Euphoria
S&P500 Has Set Record Highs; Volatility is Low

(S&P500 Index, VIX Index, level)
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Recovery: Subdued but Continued Growth

Mihaylo College of Business and Economics
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Benign Economic Conditions

Improvement in Fundamentals .

Consumers Businesses

> Continued Employment Growth > Rebound in Profits

> Wage Acceleration > Energy and Manufacturing Picking Up
> Rising Asset Values > Corporate Tax Cuts

> Healthy Balance Sheets > Improving Regulatory Environment
» Tax Cuts in 2018

Supportive Policy

> Tax cuts

» Modest Fiscal package
> Measured interest rate hikes

Mihaylo College of Business and Economics
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Healthy Job Growth Continues
Though at a More Moderate Pace as Expansion.is.More Mature

(millions of employees)
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Wage Growth will Continue to Firm Up
As the Labor Market Continues to Tighten

(Wage Tracker, Atlanta Fed, y — o —§/-|5ercent change, Quits rate, percent)
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Household Balance Sheets are in Pristine Shape
Household Debt Payments;at Historical 1-ows

(financial obligations and debt service, percent of disbosable Income)
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Strong Rebound in Corporate Profits
Corporate Earnings and Revenues: Highest Growth Since 2011

Mihaylo College of Business and Economics

(S&P 500 earnings and revenues, annualized growth rates)

12%
o Earnings Revenues
107 -
-
8Y% - 7.1%
D~ —
6% - s
4% E = ™ 2 E
o
S © :l
2% - 0% E S o
oo | B
% — Lt
L&y
-2% -
p— o
_4% i -2.9%
-6% -
-6.7%
-8% .

Earnings Revenue

CALIFORNIA STATE UNIVERSITY

8 FULLERTON"



A Long and Arduous ‘To Do’ List

I

Congress...Hard at Work ???

» Pass a Budget Resolution
> No budget for 2017 or 2018 yet

» Raise the Federal Debt Celiling
» Suspended in Nov. 2015
> ‘Extraordinary measures’ should be able to extend it to September

» Corporate/individual tax reform
» Regulatory Reform

» Infrastructure Spending

» Immigration Reform

» Trade Policy Reconfiguration

Mihaylo College of Business and Economics
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Will The Fed Kill The Expansion?
Fed Hiking has Ta Rec%ssmn in the Past
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Pace of Job Formation Has Edged Down a Bit
But it’s Still Quite Robust

(Nonfarm Payroll, thousand of employees, y-0-y changes)
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Moderation in Job Growth Throughout SoCal

Reflecting the Mai

fithe Busin\ég_é?;Cycle

Mihaylo College of Business and Economics
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OC Labor Force has Shrunk This Year
After Growing in the'Previous Five Years

Mihaylo College of Business and Economics

(labor force, average annualized growth rate, percent)
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Diversity of OC Economy Is Key Factor

Construction Employment Has Moderated since Mid-2016
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Home Values: Back At Their Peak

Home Price Appreciation has Remained Robust

Mihaylo College of Business and Economics

(Corelogic median home price, level and y-0-y percent change)
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Home Price Appreciation has Held Steady
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Most Significant Concerns Continue to be
Economy.andiRegulation. =

(WCEAF Orange County Business Executives Survey, Q3 2017)
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Concerns on the Economy and Regulations
Have Edged Down a Bit Compared to Last Year

' . (WCEAF Orange County Business Executives Survey, percent of respondents)
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Biggest Threat to the US Economy
Insufficient and Too Rapid Reform..

Mihaylo College of Business and Economics

(WCEAF, Orange County Business Executives Survey, Q3 2017)
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OC Business Expectations Index
Has Reversed a diaciin LLatest Surveys

(WCEAF OCBX Index, level)
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OC Taxable Sales
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N MINUTES

OCTA Finance and Administration Committee Meeting

Committee Members Present Staff Present

Andrew Do, Chairman Darrell Johnson, Chief Executive Officer

Steve Jones, Vice Chairman Ken Phipps, Deputy Chief Executive Officer

Richard Murphy Laurena Weinert, Clerk of the Board

Miguel Pulido Gina Claridge, Deputy Clerk of the Board

Michelle Steel Cassie Trapesonian, Associate General
Counsel

Committee Members Absent OCTA Staff and Members of the General

Michael Hennessey Public

Todd Spitzer

Call to Order

The July 26, 2017 regular meeting of the Finance and Administration Committee
was called to order by Committee Chairman Do at 10:33 a.m.

Pledge of Allegiance
Committee Vice Chairman Jones led in the Pledge of Allegiance.

1. Public Comments

Special Calendar

There were no Special Calendar matters.

Consent Calendar (ltems 2 through 5)
All items on the Consent Calendar are to be approved in one motion unless a
Committee Member or a member of the public requests separate action or
discussion on a specific item.
2, Approval of Minutes
A motion was made by Director Steel, seconded by Director R. Murphy, and
declared passed by those present, to approve the minutes of the
July 12, 2017 Finance and Administration Committee meeting.

Director Pulido was not present to vote on this item.
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3. Fiscal Year 2016-17 Internal Audit Plan, Fourth Quarter Update
A motion was made by Director Steel, seconded by Director R. Murphy, and
declared passed by those present, to receive and file the fourth quarter
update to the Orange County Transportation Authority Internal Audit
Department Fiscal Year 2016-17 Internal Audit Plan as an information item.
Director Pulido was not present to vote on this item.

4. Draft Fiscal Year 2017-18 Internal Audit Plan

Director R. Murphy pulled this item to inquire on actual time spent on
reviewing internal controls.

Janet Sutter, Executive Director of Internal Audit, responded that every audit
is broken down into sections for internal audit which includes planned hours
listed in Attachment A of the Staff Report.

Committee Chairman Do inquired if staff is reviewing the Committee charters.

Darrell Johnson, Chief Executive Officer (CEO), responded that the roles and
responsibilities are reviewed and approved by each Committee annually.

A motion was made by Director R. Murphy, seconded by Committee Vice
Chairman Jones, and declared passed by those present, to:

A. Approve the Draft Fiscal Year 2017-18 Internal Audit Plan.

B. Direct the Executive Director of Internal Audit to provide quarterly
updates on the Fiscal Year 2017-18 Internal Audit Plan.

Director Pulido was not present to vote on this item.

5. Orange County Transportation Authority Investment and Debt
Programs Report - June 2017

A motion was made by Director Steel, seconded by Director R. Murphy, and
declared passed by those present, to receive and file as an information item.

Director Pulido was not present to vote on this item.
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Regular Calendar

There were no Regular Calendar matters.

Discussion Items

6.

Orange County Transportation Authority Cyber-Security Update

Darrell Johnson, CEO, provided opening remarks and introduced Bill Mao,
Chief Information Officer of Information Systems, who presented a
PowerPoint as follows:

Agenda,

Security Program Remediation Plan,
Security Remediation Roadmap,
Progress to Date,

Staff Training,

Recent Threats,

Industrial Controls Review, and
Next Steps.

A discussion ensued regarding smart device threats, forensic studies, and
continued training for staff.

Chief Executive Officer's Report

Darrell Johnson, CEO, reported on the following:

Andrew Oftelie, Executive Director of Finance and Administration and
Kirk Avila, Treasurer and General Manager of the 91 Express Lanes,
are in Washington, D.C., to officially close the Transportation
Infrastructure Finance and Innovation Act (TIFIA) Loan at the interest
rate of 2.91 percent.

The Orange County Transportation Authority’s $629 million dollar loan
is the 10™ largest of 61 deals through TIFIA and is the 2" largest loan
ever given to a California agency behind the Westside Purple Line
Extension in Los Angeles.

Earlier this morning, OCTA hosted a groundbreaking ceremony with
the City of Orange for the new Metrolink Parking Structure at the
Orange Transportation Center. Staff would like to thank Directors
Mark Murphy, Todd Spitzer, and Tim Shaw for participating at the
event.

July 26, 2017
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7. (Continued)

o The full and partial freeway closures on the Interstate 5 (I-5) will
continue to take place through Friday, July 28". The work is taking
place at the I-5 and Pacific Coast Highway interchange from
10:00 p.m. to 5:00 a.m. and motorists have been notified through all of
the Orange County Transportation Authority regular channels.

8. Committee Members' Reports

Director Steel introduced two college interns that will be working in her office
as follows:

o Victor Lee, Dartmouth University
o Maddie Lips, Yale University

9. Closed Session
A Closed Session was held for the following:

Pursuant to Government Code Section 54956.8 to discuss the price and
terms of payment for the lease of real properties located at 2275 Sampson
Street, Corona, California, 4740 Green River Road, Corona, California, 355
East Rincon Street, Corona, California, and 301 Corporate Terrace, Corona,
California. The negotiator for the Orange County Transportation Authority is
Andrew Oftelie. The real property owners are C.P.l. Properties, HGN Corona
Partners, LLC, Providence Corona Il, LLC, and Riverside County
Transportation Commission, respectively, and the negotiators for each
property will be designated by the property owners.

There was no report out for the Closed Session item.

10. Adjournment
The next regularly scheduled meeting of this Committee will be held at
10:30 a.m. on Wednesday, August 23, 2017, at the Orange County
Transportation  Authority Headquarters, 550 South Main Street,

Board Room - Conference Room 07, Orange, California.

ATTEST

Gina Claridge
Deputy Clerk of the Board

Andrew Do
Committee Chair
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August 23, 2017

To: Finance and Administration Committee )
From: Darrell Johnson(__Chigf, Ei((?CllJtt\’/e Oﬁ‘i&ép’f /, Z-
Janet Sutter, E)chuti\;eDirectogL‘
Internal Audit Department o
Subject: Performance Audit of the Orange Cour—ﬁt-;;ur--T'ransportation

Authority's Storm Water Pollution Prevention Program

Overview

On behalf of the Internal Audit Department, the firm of Sjoberg Evashenk
Consulting, Inc., has completed an audit of the Orange County Transportation
Authority’s Storm Water Pollution Prevention Program. The audit found that the
Orange County Transportation Authority generally complied with the
requirements for Industrial General Permits and Construction General Permits;
however, the auditors made ten recommendations to improve compliance.

Recommendation

Direct staff to implement ten recommendations provided in the Orange County
Transportation Authority Performance Audit of OCTA’s Storm Water Pollution
Prevention Program (SWPPP), Internal Audit Report No. 17-505.

Background

The Santa Ana Regional Water Quality and Control Board regulates storm water
runoff for the Orange County Transportation Authority’s (OCTA) facilities and
activities through two key statewide storm water permits, the Industrial General
Permit (IGP) and the Construction General Permit (CGP). The IGP regulates
storm water discharges from industrial facilities, while the CGP regulates storm
water discharges associated with projects that disturb one or more acres of soil.
Both permits require dischargers to develop storm water pollution prevention
plans (SWPPPs) that describe practices in place to ensure storm water
discharges comply with regulatory levels specified in the permits.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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IGP covers industrial facilities, including transportation facilities with vehicle
maintenance. OCTA’s Health, Safety, and Environmental Compliance
Department (HSEC), within the Human Resources and Organizational
Development Division, is responsible for managing, overseeing, and monitoring
activities undertaken by facility technicians within the Transit Division. Facility
technicians located at each of the five bus bases are responsible for conducting
daily monitoring of the implementation of best management practices, collecting
samples, and identifying any unauthorized non-storm water discharges from the
facility area, such as an oil leak.

The CGP generally covers construction or demolition projects that disturb one
acre or more of land and includes activities such as clearing, grading, stockpiling,
and excavation. Most OCTA construction-related projects subject to the CGP are
managed within the Capital Programs Division and are reflected on OCTA'’s
Capital Action Plan. OCTA's role in these projects varies widely, from simply
passing through federal funding to local agencies to overseeing and managing the
construction phase of projects. The audit focused on projects with construction
activities occurring during the period July 1, 2014 through June 30, 2016, and
where OCTA had a role in complying with CGP requirements.

Discussion

Based on the audit, Sjoberg Evashenk Consulting, Inc. (auditors) found OCTA
generally compliant with the IGP. Observations at the bus base locations, review
of documents, and limited testing noted that SWPPPs maintained at each
location generally included all required information and that facilities staff had
implemented best management practices. Also, the auditors confirmed that
facility staff performed and documented required activities. To further enhance
compliance, the auditors made six recommendations. These included three
recommendations for minor improvements to SWPPPs, enhanced
documentation of sampling activities, completion of projects to catch and recycle
runoff from the bus wash systems, and expanded use of the job tracking system.
Management agreed to implement the recommendations.

With regard to the CGP, the auditors found OCTA generally compliant with
certain sections, such as submission of required documents and development
of SWPPPs; however, the auditors also identified areas where compliance could
be improved. Recommendations included ensuring cooperative agreements
clarify the roles and responsibilities associated with compliance with the CGP;
enhancing oversight of contractors and personnel carrying out SWPPP-related
monitoring; ensuring contractors adhere to required training; and increasing
HSEC staff's participation in construction projects to help ensure compliance.
Management agreed with these recommendations with one exception. Capital
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Programs management agreed to clarify the roles and responsibilities of all
individuals and entities associated with CGP compliance in a project memo,
rather than in the cooperative agreement.

Summary

An independent audit of OCTA’'s SWPPP has been completed by the firm of
Sjoberg Evashenk Consulting, Inc. The detailed audit scope and results are
included in the audit report at Attachment A.

Attachment

A. Orange County Transportation Authority Performance Audit of OCTA'’s
Storm Water Pollution Prevention Program (SWPPP)

Prepared by: Approved by:

C

Ricco Bonelli Janet Sutter
Principal Internal Auditor Executive Director, Internal Audit

714-560-5384 714-560-5591
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Executive Summary

The Water Pollution Control Act (Clean Water Act) provides the California Water Boards
with the authority and framework for regulating storm water discharges under the National
Pollutant Discharge Elimination System Permitting Program. The Santa Ana Regional Water
Quality and Control Board regulates storm water runoff for Orange County Transportation
Authority’s (OCTA) facilities and activities through two key statewide storm water permits:

e Industrial General Permit (IGP) regulates storm water discharges from industrial facilities.
e Construction General Permit (CGP) regulates storm water discharges associated with
projects that disturb one or more acres of soil.

Both permits require dischargers to develop storm water pollution prevention plans (SWPPP) that
describe practices in place to ensure storm water discharges comply with regulatory levels
specified in the permits.

Our review of OCTA’s compliance with the permits found that OCTA generally complied with
the IGP and the CGP. Related to the IGP, our observations from the site visits of the five bus
bases, review of documents, and limited testing found that OCTA implemented the required
SWPPPs, employed best management practices, performed site observations, conducted sampling,
etc. However, we found that OCTA could improve its compliance with the IGP in the following
areas:

e Minor Improvements to the SWPPPs are Necessary.

e Additional Documentation Could Improve Sampling Processes.

e Unauthorized Non-Storm Water Discharges Exist, but Improvements Underway.

e Use of the Ellipse Job Tracking System Could be Expanded.
Related to the CGP, we found that OCTA filed Permit Registration Documents (PRDs) and Notice
of Terminations (NOTS) in accordance with permit requirements and SWPPPs were developed by

Qualified SWPPP Developers and addressed all key permit objectives. However, we found that
OCTA could improve its compliance with the CGP in the following areas:

e Cooperative Agreements Could Better Define Project Responsibilities Related to
Compliance with the CGP.

o Key Site Inspections and Sampling Activities Did Not Always Meet Requirements.
e Minor Annual Reporting Improvements were Necessary.
e Some SWPPP Training Documents Could Not Be Provided.

e OCTA Could Further Utilize its Health, Safety, and Environmental Compliance Group to
Better Ensure Compliance with the CGP.
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The report includes ten recommendations for OCTA to consider to enhance SWPPP compliance,
including the following key recommendations:

Establish a formal process in which technicians maintain documentation supporting why
samples could not be collected during a sampling period.

Continue efforts to eliminate the unauthorized non-storm water discharges related to the
bus washes.

Ensure cooperative agreements clarify roles and responsibilities of all individuals and
entities associated with compliance with the CGP.

Enhance oversight of contractors and personnel carrying out SWPPP related monitoring
activities, particularly related to site inspections, sampling, reporting, etc. OCTA should
also ensure that agreements with contractors tasked with SWPPP activities include
retention requirements.

Increase Health, Safety and Environmental Compliance (HSEC) group’s participation with
construction projects and activities to ensure compliance with the CGP.
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Objectives, Scope, and Methodology

Sjoberg Evashenk Consulting was hired by the Orange County Transportation Authority (OCTA)
to conduct a performance audit to assess the adequacy of OCTA’s Storm Water Pollution
Prevention Plan (SWPPP) for compliance with the State’s Industrial General Permit (IGP) and
Construction General Permit (CGP).

The audit was to include testing of OCTA’s compliance with key requirements of the IGP,
including, but not limited to, development of a SWPPP, monthly observations, storm water
sampling, and required submissions to the Storm Water Multiple Application and Report Tracking
System (SMARTS). For CGPs, the audit was to evaluate OCTA’s program to ensure adequate
controls for identifying applicable projects and taking appropriate actions to ensure compliance
with permit requirements.

The audit period was July 1, 2014 to June 30, 2016.

To meet the audit objectives, we performed the following audit steps and tasks:

General Tasks

e Reviewed provisions and requirements of the Statewide IGP and CGP, including pertinent
program information available on the State’s Water Resources Control Board website.

e Performed numerous interviews with key OCTA management and staff, including the
following:

o Manager, Health, Safety, and Environmental Compliance Group

o Environmental Compliance Specialist, Health, Safety, and Environmental
Compliance Group

o Maintenance Managers, Transit Division Maintenance Department

o Base Managers, Transit Division Maintenance Department

o Section Manager and Facilities Staff, Transit Division Maintenance Department
o Construction Management Program Manager, Capital Programs Division

o Project Manager, Capital Programs Division Highway Programs

o Facilities Engineering Manager, Capital Programs Division

Identified and discussed with OCTA staff compliance issues identified and determined if
mitigating policies or procedures are in place.
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IGP Tasks
e Obtained and reviewed SWPPPs for each of the five bus bases.

e Conducted site visit walkthroughs at each of the five OCTA bus bases focusing on key
SWPPP and IGP required activities.

e Performed testing related to processes associated with SWPPP development; monitoring and
inspections; sampling; and submissions to SMARTS system.

CGP Tasks

e Reviewed OCTA’s Capital Action Plan to identify the types of construction projects
underway or planned, which largely consists of the following three types of projects:
Freeway, Rail/Station, and Grade Separation.

e From the projects reflected on the Capital Action Plan with active construction activity
during the audit timeframe, selected construction projects to perform compliance testing with
the CGP:

o Freeway—Dbecause the California Department of Transportation (Caltrans) and its
contractors have the major responsibilities on the Freeway projects and Caltrans
assumed the responsibility as the Legally Responsible Person (LRP), we did not
perform detailed testing of compliance with the construction general permit on the
freeway projects reflected on OCTA’s Capital Action Plan.

o Rail/Station—because there was only one rail/station project under construction
and covered under the construction general permit and OCTA’s role for this project
was limited to serving as a pass-through for funding, we did not perform detailed
testing of compliance with the construction general permit on Rail/Station projects
reflected on OCTA’s Capital Action Plan.

o Grade Separation—there were six grade separation projects with active
construction activity reflected on OCTA’s Capital Action Plan and for which
OCTA was responsible for construction activities, including certain CGP
compliance. Of these six projects, we selected two for review. Note: We did not
review the responsibilities assumed by outside entities related to compliance with
the CGP, such as the city’s responsibilities associated with either acting as the
legally responsible person or submitting information into SMARTS.

e We also reviewed one Facilities Engineering project on OCTA owned property that did not
meet the criteria to be included on OCTA’s Capital Action Plan but was covered under the
State’s construction general permit.

e Obtained and reviewed SWPPPs for each of the selected construction projects.

o Performed testing related to processes associated with SWPPP development; monitoring and
inspections; sampling; and submissions to SMARTS system (where applicable).
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We conducted this audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.
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Chapter 1: Industrial General Permit

The Federal Clean Water Act prohibits discharges from point sources to waters of the United
States, unless the discharges are in compliance with a National Pollutant Discharge Elimination
System (NPDES) permit. On April 17, 1997, the California State Water Resources Control Board
issued a statewide NPDES Industrial General Permit (IGP) to regulate industrial storm water
discharges and authorized non-storm water discharges (NSWDs) from industrial facilities. The
1997 permit was updated in 2014 and became effective on July 1, 2015. The general permit covers
many industrial facilities, but compliance with the requirements is the responsibility of the
individual facilities. Industrial facilities that are covered under the permit includes manufacturers,
hazardous waste facilities, transportation facilities with vehicle maintenance, and recycling
facilities.

The IGP has the following key requirements:
e Eliminate unauthorized non-storm water discharges.

e Develop and implement Storm Water Pollution Prevention Plans (SWPPPs) that include
minimum best management practices to achieve compliance with the effluent and receiving
water limitations.

e Conduct monitoring, including visual observations and sampling.
e Perform the appropriate Exceedance Response Actions (ERAS) when limits are exceeded.

e Electronically submit all permit-related compliance documents via the Storm Water
Multiple Application and Report Tracking System (SMARTS).

e Implement a comprehensive training program for individuals assisting dischargers with
compliance of the permit.

For coverage under the IGP, an industrial facility owner or operator, i.e. Legally Responsible
Person (LRP), must submit a Notice of Intent (NOI) to the State Water Resources Control Board
for each facility. The LRP is responsible for all permit related activities at the facility. Additional
permit related documents (PRDs) that the LRP must submit include:

e SWPPPs,
e Annual Reports,
e Level 1 ERA Reports, and

e Notices of Termination (NOTS).

The Orange County Transportation Authority (OCTA) owns five bus transportation facilities with
maintenance activities located in:

e Santa Ana,
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e Garden Grove,
e Anaheim,
e Irvine—Sand Canyon, and

e |rvine—Construction Circle.

While OCTA handles the facilities operations at all five of the bus bases, it oversees maintenance
activities at only the Santa Ana and Garden Grove locations. For the remaining three bus base
locations, OCTA has contracted with third-party vendors to perform the maintenance operations.
Since industrial activity, i.e. bus maintenance and repair, takes places at each of the five bus bases,
discharges at each site is regulated by the IGP.

An Environmental Compliance Specialist within OCTA’s Health, Safety, and Environmental
Compliance group is responsible for managing, overseeing, and monitoring activities undertaken
by facility technicians to ensure full compliance with the IGP. Additionally, facility technicians
located at each of the five bus bases are responsible for completing specific activities at regular
intervals in order to comply with the IGP. This includes conducting daily monitoring of the
implementation of best management practices (BMPs), collecting samples, and identifying any
unauthorized non-storm water discharges from the facility area, such as an oil leak.

Overall, we found that OCTA generally complied with the IGP, including demonstrating
knowledge of permit and SWPPP requirements. For example, our observations from the site visits
of the five buses bases, review of documents, and limited testing found that OCTA complied with
the following IGP requirements:

e Implemented SWPPPs—with a few minor exceptions discussed later, the bus bases had
SWPPPs that generally included the required information, such as facility name and contact
information; site map; list of industrial materials; description and assessment of potential
pollution sources; and minimum BMPs.

e Employed Best Management Practices—the bus bases’ facility staff had implemented the
required core best management practices, which included items such as good housekeeping
(dry sweeping of particulates and covering industrial bins); preventative maintenance (such
as inventory of potential spill points); spill and leak prevention response (drain spill covers
used in fueling and brake check activities); material handling and waste management (all
maintenance is handled inside covered buildings); and erosion and sediment controls
(landscaping and mulching).

e Performed Visual Observations—the bus bases’ facility staff performed and documented
the required monthly dry visual observations, which included evaluating BMPs and
identifying unauthorized non-storm water discharges and other sources of industrial
pollutants, etc. Additionally, OCTA’s Environmental Compliance Specialist conducts a
similar site observation every 30-60 days.
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e Performed Exceedance Response Actions—Four bus base locations reported sampling
exceedances during 2016; in response, all required measures were taken, such as the
compilation of an ERA report and evaluation by a Qualified Industrial Storm Water
Practitioner (QISP) certified professional, as well as the implementation of improved or
additional BMPs.

e Administered Employee Training—OCTA provided the required employee training to
ensure that staff were properly trained to implement the IGP requirements. The annual
training was conducted by a certified QISP and included general permit updates, BMPs,
hazardous materials spills response, and activity documentation.

e Submitted Documents into SMARTS—OCTA submitted required documents into
SMARTS, such as the SWPPPs, Annual Reports, Level 1 ERA Reports, and sampling lab
results.

Additionally, the Environmental Compliance Specialist recently obtained the QISP certification,
which provides OCTA with the necessary training and expertise to directly administer industrial
storm water training and oversee exceedance response actions rather than relying on external
consulting firms for these services.

However, we found that OCTA could improve its compliance with the IGP in the following areas:
e Minor Improvements to the SWPPPs are Necessary
e Additional Documentation Could Improve Sampling Processes
e Unauthorized Non-Storm Water Discharges Exist, but Improvements Underway

e Use of the Ellipse Job Tracking System Could be Expanded

Minor Improvements to the SWPPPs are Necessary

While we found that the five bus bases had implemented the required SWPPPs and the plans
generally included the required information, we found that a few minor improvements were
necessary related to ensuring operating hours and SWPPP preparation dates are explicitly
documented in the plans and ensuring copies of the SWPPPs are maintained at each facility.

Specifically, the IGP requires that dischargers document in their SWPPP the facility’s scheduled
operating hours, which is defined as “The time periods when the facility is staffed to conduct any
function related to industrial activity...” While bus maintenance activities occur 24/7 at each of
the bus bases, we found that these hours were not specifically stated in the SWPPPs of any of the
five bus bases. According to OCTA staff, the facility technicians are only available from 5:00 am
to 3:30 pm Monday through Friday, which establishes when SWPPP compliance activities can
take place, but does not cover all of the hours that the industrial (bus maintenance) activities occur.
Nonetheless, the IGP requires that the SWPPP document the time periods when the facility
conducts any function related to industrial activity, which is conducted at OCTA bus bases 24/7.
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Additionally, during our site visits at each of the bus base locations, we found that four of the five
bus facilities maintained a copy of the SWPPP on-site as required by the IGP; however, one bus
base was unable to locate a copy of the SWPPP. To make certain staff have the needed SWPPP
resources and information closely accessible at all times and to be better prepared for surprise audit
visits by the State Water Resources Control Board, OCTA should ensure that copies of the
SWPPPs are maintained at all five bus base facilities.

Furthermore, the IGP requires that SWPPPs contain the date that the SWPPP was initially
prepared. We found the dates that the SWPPPs were initially prepared were not included within
the SWPPP documentation for any of the five bus bases. Providing a date for when each SWPPP
was prepared will eliminate any disputes or questions that may arise from the State Water
Resources Control Board in regards to verifying when amendments to the SWPPP were made, or
if the SWPPP is current.

Additional Documentation Could Improve Sampling Processes

The IGP requires that dischargers collect and analyze storm water samples from two qualifying
rain events within the first half of each reporting year (July 1 to December 31), and two QREs
within the second half of each reporting year (January 1 to June 30). If there are no qualifying
events during the sampling period or if there are dangerous weather conditions during the QRE,
sampling cannot be performed.

At each of the five bus bases, we performed a high-level review of the sampling processes,
including conducting interviews with staff performing sampling activities and reviewing the
testing results logs. We found that each of the five bus bases had consistent processes in place to
conduct the bi-annual required testing.

Additionally, we selected one facility to perform detailed verification of the documentation
supporting the sampling log information and results that is maintained at the facility and submitted
into SMARTS. During the 2015-2016 reporting year, we found that the bus base tested had
documentation related to the sampling process associated with only one QRE during each of the
two six-month sampling periods rather than documentation showing that the required two QREs
were tested from each sample period. When asked why only one QRE was sampled during each
sampling period instead of two, OCTA was unable to provide any support or documentation that
would explain the discrepancy. OCTA staff indicated it is likely that there was not a second QRE
that occurred during the periods and, in that case, additional samples could not be collected. Also,
according to OCTA staff, there is currently not a process in place at any of the five bus bases where
technicians document why sampling activities could not be performed. In the event the State Water
Resources Control Board questioned OCTA as to why the required number of samples were not
collected, OCTA should establish a formal process in which technicians maintain documentation
supporting why samples could not be collected during a sampling period to avoid potential future
noncompliance.
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Unauthorized Non-Storm Water Discharges Exist, but Improvements Underway

The IGP describes that unauthorized Non-Storm Water Discharges (NSWDs), such as wash water
and irrigation overflow, are prohibited. During our site visits, we were informed by OCTA staff
that unauthorized NSWDs existed at each of the bus bases related to excess water run-off from
buses after they have gone through the bus wash. OCTA is in the process of resolving the issues
by implementing a water capture system that will trap all water run-off, and recycle the run-off for
reuse within the bus wash system. We were told during interviews with OCTA staff that the capture
systems are slated to be completed at all 5 bus base locations by the summer of 2017. Furthermore,
OCTA staff has reported the unauthorized NSWD to the State Water Resources Control Board,
and has notified the State Water Resources Control Board of the capture system that is in the
process of being implemented.

Use of the Ellipse Job Tracking System Could be Expanded to Improve Tracking

OCTA’s Ellipse job tracking system produces a number of daily, weekly, and monthly tasks that
must be completed by employees. Depending on how a task was programmed into Ellipse, the
system will generate work orders at specified intervals according to the desired completion date.
Work orders contain detailed steps as to how the task must be completed by technician staff. Once
a work order has been completed, technicians enter updates in the Ellipse system indicating that
the task has been completed.

The majority of tasks in Ellipse relate to maintaining the facility building, systems, and assets and
include weekly shop inspections, weekly and monthly parts washing, and preventative
maintenance bus inspections. Other tasks in Ellipse relate to storm water general permit
compliance activities, such as monthly storm water inspections and storm drain filter cleaning.
We noted that there are additional storm water tasks related to BMPs that could be incorporated
into the Ellipse system to facilitate better tracking and documentation that storm water-related
tasks have been completed. After our discussions with the Environmental Compliance Specialist
regarding this opportunity for improvement, we were informed that expansion of Ellipse is
underway related to the following storm water tasks: verifying contracted sweeping, pressure
washing and steam cleaning services.

Chapter 1 Recommendations:

To improve compliance with the IGP and benefit from opportunities for improvement, OCTA
should consider the following:

1. Document in the SWPPPs the time periods when the bus bases conduct any function related to
industrial activity.

Management Response: SWPPPs will be revised to describe time periods when bus bases
conduct industrial activity. Maintenance staff will be included as SWPPP team members.
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2. Ensure that a copy of the SWPPP is maintained at each bus base facility.

Management Response: Hard copies of SWPPP will be maintained at each bus base facility in
addition to electronic copies. Each hard copy will be singularly identifiable and OCTA SWPPP
members will be notified/trained of their locations.

3. Document the date that each SWPPP was initially prepared.

Management Response: SWPPPs will be revised to include the date that each SWPPP were
initially prepared.

4. Establish a formal process in which technicians maintain documentation supporting why
samples could not be collected during a sampling period.

Management Response: Monitoring forms used by technicians will be revised to provide
supporting documentation/verbiage on why samples could not be collected during a qualified
sampling event.

5. Continue efforts to eliminate the unauthorized non-storm water discharges related to the bus
washes.

Management Response: Bus wash water track-out capturing systems are expected to be
finished and operable by August 2017.

6. Continue efforts to expand the use of the Ellipse system to include additional storm water-
related tasks.

Management Response: Current Ellipse work orders related to storm water pollution
prevention have been updated and modified. New expanded work orders will be established
within Ellipse by August 2017.
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Chapter 2: Construction General Permit

On September 2, 2009, the California State Water Resources Control Board adopted the current
statewide National Pollution Discharge Elimination System Construction General Permit (CGP)
to regulate construction-related storm water discharges and authorized non-storm water
discharges. The permit became effective on July 1, 2010 and was later amended in 2010 and 2012.
The CGP generally covers construction or demolition projects that disturb one acre or more of land
and includes activities such as clearing, grading, stockpiling, and excavation.

The CGP key requirements, which are similar to the Industrial General Permit (IGP), include
eliminating unauthorized non-storm water discharges, developing and implementing Storm Water
Pollution Prevention Plans (SWPPPs) and Best Management Practices (BMPs), conducting visual
observations and sampling, performing the appropriate actions when limits are exceeded,
submitting permit-related compliance documents via Storm Water Multiple Application and
Report Tracking System (SMARTS), and ensuring individuals assisting dischargers with
compliance of this permit are properly trained.

Similar to the IGP, for coverage under the CGP, a project proponent, i.e. Legally Responsible
Person (LRP), must submit a Notice of Intent (NOI) to the State Water Resources Control Board
prior to the commencement of construction activity. The LRP is responsible for all permit related
activities associated with the project and must submit permit registration documents (PRDs) into
SMARTS, such as SWPPPs, annual reports, sampling test results, and Notices of Termination
(NOTs).

Most of the Orange County Transportation Authority’s (OCTA) construction-related projects
subject to the CGP are managed through the Capital Programs Division and are reflected on
OCTA’s Capital Action Plan. OCTA’s Capital Action Plan largely consists of the following three
categories of construction projects:

o Freeway,
e Rail/Station, and

e Grade Separation projects.
OCTA’s role in these projects vary widely from simply passing through federal funding to local
agencies to overseeing and managing the construction phase of projects. The audit focused on

projects with construction activities occurring during July 1, 2014 to June 30, 2016 that were
subject to the CGP, and where OCTA had a role in complying with CGP requirements. As a result,
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we did not review in detail either OCTA’s freeway’ projects or Rail/Station? projects. We focused
our review efforts on grade separation projects where OCTA was responsible for construction
activities—there were six grade separation projects; of these six projects, we selected two for
review. We also reviewed one facilities engineering project on OCTA owned property that did
not meet the criteria to be included on OCTA’s Capital Action Plan, but was covered under the
State’s construction general permit.
Overall, we found that OCTA generally complied with sections of the CGP, such as:

e PRDs were filed in accordance with permit requirements

e NOTSs were filed in accordance with permit requirements

e SWPPPs were developed by Qualified SWPPP Developers (QSDs)

e SWPPPs addressed all key permit objectives

However, we found that OCTA could improve its compliance with the CGP in the following areas:

e Cooperative Agreements Could Better Define Project Responsibilities Related to
Compliance with the CGP

e Key Site Inspection Activities Did Not Always Meet Requirements
e Key Sampling Activities Did Not Always Meet Requirements

e Minor Annual Reporting Improvements Necessary

e Some SWPPP Training Documents Could Not Be Provided

e OCTA Could Further Utilize its Health, Safety, and Environmental Compliance Group to
Better Ensure Compliance with the CGP

Cooperative Agreements Could Better Define Project Responsibilities Related to
Compliance with the CGP

OCTA could better define project responsibilities in the cooperative agreements entered into with
local entities (i.e. cities) when assisting with their construction grade separation project,
particularly related to compliance with the CGP. Aside from project funding, the City is typically
responsible for pre-construction activities (environmental, design, right-of-way acquisition, utility
relocation) and OCTA is often responsible for construction activities, including overseeing
construction management and hiring construction contractors that are tasked with CGP compliance

! Caltrans and its contractors have the major responsibilities on the freeway projects and Caltrans assumed the
responsibility as the Legally Responsible Person.

2 There was only one rail/station project under construction and covered under the construction general permit
during the period of the audit and OCTA’s role on this project was limited to serving as a pass-through for funding.
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activities. For the two grade separation projects we reviewed, the following outlines the key
construction-related responsibilities of a City and OCTA:

City
e Obtaining certain permits such as Caltrans encroachment permits and California Public
Utility Commission permits.

e Ensuring Compliance with the State’s CGP, including submitting a NOI to comply with
the terms CGP and certifying and submitting all required permit-related documents into
SMARTS. Most importantly, assuming the responsibility of the Legally Responsible Party
to make certain the construction projects comply with the State’s construction general
permit requirements.

OCTA

e Managing multiple grade separation projects, which includes overseeing environmental
clearances, engineering, right of way acquisitions, and construction management and
administration of construction contracts.

e Hiring construction contractor responsible for:
v Performing construction activities.

v' Complying with the CGP, including preparing and submitting a SWPPP,
performing good housekeeping activities, maintaining Best Management Practices,
and conducting on-site inspections and sampling activities.

e Hiring construction management consultant responsible for providing OCTA with staff
assistance and technical expertise with project management during the construction phase,
including:

v/ Communicating between construction contractor and all other project participants;
performing quality assurance inspection services of construction contractor’s work;
preparing daily construction activity reports and performs control point and
benchmark surveying; and reviewing construction contractor’s progress payments
and processes change order requests.

v Providing oversight of the construction contractor’s compliance with the CGP,
including reviewing the submitted SWPPP and providing comments and
acceptance or rejection determination; inspecting erosion control measures and
prevention program work on a regular basis; performing and assisting in SWPPP
compliance inspections; and ensuring the construction contractor corrected any
deficiencies.

e Hiring construction program management consultant responsible for providing OCTA with
staff assistance and technical expertise with project management during the construction
phase, including pre-construction services, construction management oversight, and

SJOBERG ' EVASHENK 14 OCTA Performance Audit of the SWPPP



program and project management assistance. Generally, the construction program
management consultant does not have a significant role with compliance of the CGP.

While agreements between OCTA and contractors carrying out construction activities are quite
detailed, the cooperative agreements between OCTA and the cities could better define certain
project responsibilities related to compliance with the CGP. Specifically, the cooperative
agreements typically outline funding arrangements and responsibilities such as:

e OCTA agrees to act as the lead agency for construction and construction management,
including award construction-related contracts.

e City agrees to provide permits, plans, specifications, and estimates and will assume
ownership of the project once the one year warranty period is over after completion of
construction.

Our review of OCTA’s and City cooperative agreements found that the agreements do not
adequately detail each entity’s responsibilities associated with compliance with the State’s CGP,
such as assuming the responsibility of the LRP, submitting permit-related documents to the State
Water Resources Control Board, preparing and submitting a SWPPP, and performing on-site
activities, such as BMPs, inspections, and sampling activities. Having the cooperative agreement
clearly outline these responsibilities is particularly important since both the City and OCTA carry
out major responsibilities related to CGP. According to OCTA, while the cooperative agreements
do not specifically detail the responsibilities associated with compliance with the CGP, each of the
responsibilities are informally agreed to between OCTA and the cities. Additionally, the
assignment of some of the responsibilities, such as the LRP, are outlined in permit-related
documents submitted to the State Water Resources Control Board. However, for one particular
grade separation project reviewed, OCTA and the construction contractor were admittedly unclear
as to who was the designated LRP. The designation of responsibility appeared to have changed
during the course of the project. This can pose a significant problem if the duties in the cooperative
agreements are outlined vaguely or are agreed upon informally.

Key Site Inspection Activities Did Not Always Meet Requirements

The CGP requires specific key routine site inspection activities during the construction phase of a
project; our review of site inspection activities associated with two of OCTA’s grade separation
projects and one facilities engineering project found that they did not always meet the stated
requirements. The key required site inspection activities are as follows:
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Weekly Site Inspections ensure best management practices are conducted correctly and
effectively and identify any practices that require correction. The inspections are conducted
with an inspection checklist and report of
corrective actions is completed as needed. I

) L } ] ) Pre-Storm Event Inspections:
Information should be maintained in project files. conducted 48 hours prior to a rain

event that has at least a fifty percent
chance of producing precipitation.

Storm Event Inspections involves pre-storm
event, daily storm event, and post-storm event
inspections associated with a qualifying rain event |  Daily Storm Event Site Inspections:
to ensure best management practices are conducted at least once each 24-hour
. . . ] period during a QRE.

conducted effectively and identify any practices

that require corrective actions. Conducted with an
inspection checklist and report of corrective
actions are completed as needed. Information
should be maintained in project files and summarized in the Annual Report.

Post-Storm Event Site Inspections:
conducted within 48 hours of a QRE.

Quarterly Non-Storm Water Site Inspections are conducted to ensure best management
practices are conducted correctly and effectively and identify any practices that require
correction, which implementation must begin within 72 hours. Additionally, the
inspections are conducted to identify the presence of and source of authorized or
unauthorized non-storm water discharges. Inspections are conducted with an inspection
checklist and report of corrective actions completed as needed. Information should be
maintained in project files and as well as summarized in the Annual Report submitted into
SMARTS.

For the two grade separation projects and one facilities engineering project selected for review, we
analyzed the following activities during the construction phase of the projects for compliance with
site inspection requirements:

Fourteen weekly inspections—five for each of the two grade separation projects and four
for the facilities engineering project.

Five storm event inspections—two (out of ten possible) qualifying rain events for each of
the grade separation projects and one (out of seven possible) qualifying rain events for the
facilities engineering project.

Six quarterly non-storm water inspections—two for each project.

Our analysis revealed that key site inspection activities reviewed did not always meet
requirements. Specifically:
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Weekly Site Inspections

Eight of the fourteen 3weekly site inspection reports selected for review were incomplete as they
were missing key elements required by the CGP. Required elements include, but are not limited
to, weather information, description of BMPs evaluated and any deficiencies noted, and site
information. Our review found that seven weekly inspection reports reviewed were missing site
information such as the approximate area of site exposed, disturbed soil area information,
construction stage and completed activities, and listing corrective action taken on deficient BMPs.
Additionally, one of the weekly site inspection reports was missing site photographs even though
the report indicated that photographs had been taken. Although photographs are not required with
every site inspection, the CGP requires that photos be provided within the report if photos were
taken.

Storm Event Inspections

For four of the five “qualifying rain events selected for review, OCTA staff was unable to provide
sufficient documentation demonstrating that all required pre-storm event, daily storm event, and
post-storm event site inspections were conducted. Related to two of the qualifying rain events, no
documentation was provided that demonstrated any of the required pre-storm, daily, and post-
storm site inspections were conducted. With regard to one rain event, the results from the pre-
storm, daily, and post-storm site inspections that reportedly occurred over a four-day period were
combined into a single report rather than the required separate reports for each site inspection. This
makes it difficult to determine which of the three site inspections corresponded with the results
documented in the single report.

Additionally, we found separately that there were ten post-storm site inspections °conducted and
reports completed that did not correspond with any rain events. Specifically, the ten post-storm
inspection reports indicated that no QRE had occurred, or was predicted to occur, during the time
the inspection was conducted. When OCTA was asked why post-storm inspections had been
conducted when a QRE had not occurred, OCTA indicated that it was the construction contractor’s
standard independent method of SWPPP inspection reporting. As required by the CGP, post-storm
inspections are only performed within 48 hours of a qualifying rain event.

Quarterly Non-Storm Water Inspections

Four of the six Squarterly non-storm water inspection reports selected for review were provided;
however, two of the six reports were not provided. The quarterly results were summarized for the

3 Four were from the facilities engineering project and four were from the two grade separation projects.
4 One was related to the facilities engineering project, while the other three were related to the two grade
separation projects.

5 All ten were from the facilities engineering project.

SAll four were from the two grade separation projects.
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two missing inspection reports within the corresponding annual reports indicating that no non-
storm water discharges were observed.

For the four quarterly inspection reports provided, one was missing the required site information
and another report indicated that a non-storm water discharge was observed, but no documentation
was provided indicating that the required sampling was performed in response; two were missing
documentation of observations for all established BMPs; and one report did not include the date
the inspection was performed.

The CGP requires dischargers to maintain all SWPPP-related documentation for at least three years
after the close of a project. OCTA staff were unable to provide some SWPPP-related
documentation due to an information system breach that resulted in the loss of some critical
files. OCTA staff reached out to the contractors responsible for SWPPP activities to obtain copies
of these documents; however, the contractors failed to provide all of the needed documents. In one
instance, the contractor was no longer in business. The agreements between OCTA and the
construction contractors do not specifically address SWPPP-related documentation retention
requirements and responsibilities.

Key Sampling Activities Did Not Always Meet Requirements

The CGP requires specific sampling activities during the construction phase of a project; our
review of sampling activities associated with two of OCTA’s grade separation projects found that
they did not always meet the stated requirements. The key required sampling activities are as
follows:

e Daily Storm Event Discharge Sampling (does not apply to risk level 1 projects)—collect
three samples per day of a qualifying rain event and at least one sample per discharge
location. Information should be maintained in project files, testing results submitted into
SMARTS, and testing activities summarized in the Annual Report. Additionally, if the
testing results reveal that discharges exceeded the accepted PH and turbidity levels, an
exceedance report must be completed and submitted into SMARTS.

e Non-Storm Water Discharge Sampling—if a non-storm water discharge is found during a
quarterly site inspection, test a sample of the discharge. Information should be maintained
in project files, testing results submitted into SMARTS, and testing activities summarized
in the Annual Report.

For each of the two grade separation projects, we analyzed the required daily sampling activities
associated with two qualifying rain events from ten possible events and one non-storm water
quarterly inspection. The facilities engineering project did not require daily sampling as the project
was classified as a risk level 1 project.

Our analysis revealed that key sampling activities did not always meet requirements. Specifically,
related to one rain event, documentation analyzed revealed that no daily storm event discharge
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sampling was conducted even though sampling is required by the CGP. Related to a second rain
event reviewed, documentation revealed that sampling had been conducted, however maximum
Numeric Action Level (NAL) thresholds had been exceeded for both pH and turbidity, but the
required exceedance report was not prepared and submitted into SMARTS. According to the CGP,
if an NAL threshold is exceeded, the discharger must complete and submit an exceedance report
into SMARTS.

Further, related to one quarterly site inspection reviewed that required sampling due to an observed
NSWD, there was no evidence that sampling had been conducted in response. As specified in the
CGP, if a NSWD is identified during a site inspection, the discharger must sample the NSWD and
submit the results into SMARTS as well as maintain the sampling documentation with the project
files.

Minor Annual Reporting Improvements Necessary

The CGP requires discharges to submit an annual report, which provides specific information to
the State Water Resources Control Board to demonstrate compliance with all applicable
requirements of the permit. We reviewed eight annual reports submitted into SMARTS—six
associated with the two grade separation projects and two associated with the one facilities
engineering project. We found that all eight reports reviewed required improvements as they were
missing required pieces of information and/or documentation or were submitted past the deadline.

For the six annual reports reviewed related to the two grade separation projects, we found the
following issues.

e All six reports did not provide the name of the individual who performed the facility
inspections and/or visual observations, as well as the date, place, and time that those
activities occurred.

e Two reports were missing at least one of these key pieces of information/documentation
related to visual observation and sample collection exception records and laboratory
reports.

e One was submitted after the September 1st deadline.

Although the staff of the cities were acting as the LRPs on these projects and had the responsibility
to submit the annual reports into SMARTS, OCTA hired the contractors that were responsible for
ensuring all SWPPP activities were conducted in accordance with CGP requirements, including
preparation of the annual reports. As such, OCTA should ensure that its contractors provide all
required information in the annual reports.

Furthermore, we found that the two annual reports reviewed related to the facilities engineering
project also required improvement. Specifically, the two reports did not include the name of the
individuals who performed the facility inspections and/or visual observations and did not include
the date, place, and time that those activities occurred. Additionally, we found that one of the

SJOBERG ' EVASHENK 19 OCTA Performance Audit of the SWPPP



annual reports was submitted after the September 1st deadline. Although OCTA was the LRP on
the project, OCTA staff overseeing the project indicated that it was the contractor’s responsibility
to ensure timely submission of the annual reports.

Some SWPPP Training Documentation Could Not Be Provided

According to the CGP, dischargers shall ensure that all persons responsible for implementing
requirements of the CGP shall be appropriately trained; the discharger shall provide documentation
of all training for persons responsible for implementing the requirements of the CGP in the annual
reports. The annual report asks if training was provided during the reporting year and the
instructions state that the discharger must provide training documentation upon request. We
requested to review the training documentation related to one annual reporting period associated
with each of the grade separation projects and the facilities engineering project.

We were provided with training documentation for staff responsible for implementing the
requirements of the CGP on one of the grade separation projects and the facilities engineering
project. However, we were only provided with the training documentation for half of the staff
responsible for implementing CGP requirements for the for the other grade separation project;
OCTA staff noted that the contractor responsible for ensuring CGP compliance had gone out of
business.

OCTA Could Further Utilize its Health, Safety, and Environmental Compliance Group to
Better Ensure Compliance with the CGP

As described earlier in the report, OCTA’s Health, Safety, and Environmental Compliance (HSEC)
group is very involved with the day-to-day management, oversight, and monitoring activities
associated with compliance with the IGP. However, the group’s involvement with ensuring
compliance with the CGP is limited as they may perform some monitoring of the construction site
conditions but in an indirect, hands off manner. Specifically, according to HSEC staff, a
Construction Safety Officer is actively involved with the construction activities related specifically
to safety management programs. While HSEC staff may conduct a monthly construction site
inspection, staff responsibilities do not involve CGP compliance activities, such as reviewing
storm water paperwork, conducting required CGP-related compliance inspections or sampling, or
ensuring required construction project documentation and updates are entered into SMARTS.
OCTA should consider increasing the HSEC group’s participation with construction projects and
activities to help ensure compliance with the CGP.

Chapter 2 Recommendations:

To improve compliance with the CGP and benefit from opportunities for improvement, OCTA
should consider the following:
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7.

10.

Ensure cooperative agreements specifically clarify the roles and responsibilities of all
individuals and entities associated with compliance with the CGP.

Management Response: Management doesn’t agree that the roles and responsibilities of all
individuals and entities should be included in the Cooperative Agreements. However,
management will implement a procedure to document these roles and responsibilities in a
project memo.

Enhance oversight of contractors and personnel carrying out SWPPP related monitoring
activities, particularly related to site inspections, sampling, reporting, etc. OCTA should also
ensure that agreements with contractors tasked with SWPPP activities include retention
requirements.

Management Response: Enhanced oversight of contractors and construction management
teams will be implemented and monitored. OCTA will ensure current and future agreements
with contractors include retention requirements.

Ensure contractors adhere to training required by the CGP by periodically requesting to review
training records.

Management Response: Periodic reviews of training records will be implemented.

Increase the HSEC group’s participation with construction projects and activities to help
ensure compliance with the CGP.

Management Response: HSEC will continue to participate in CGP compliance efforts and will
identify/allocate necessary resources to ensure compliance with the CGP in partnership with
OCTA’s Capital Programs group via project planning efforts.
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To: Finance and Administration Committee £ /
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From: Darrell Johnson, Chief Executitfe Officer
Subject: Local Agency Investment Fund - June 2017
Overview

The Orange County Transportation Authority invests a portion of its liquid
portfolio in the State of California Local Agency Investment Fund. Each month,
the State Treasurer’s office publishes a report detailing the composition of the
pool. The attached summary statements from the report are for the month
ending June 30, 2017. The report has been reviewed and is consistent with the
investment practices of the State Treasurer’'s Office.

Recommendation
Receive and file as an information item.
Discussion

As of June 30, 2017, the fair value including accrued interest of the
Pooled Money Investment Account (PMIA) was $77,616,683,602 with a
month-average yield of 0.98 percent and a month-end weighted average
maturity of 194 days. The Local Agency Investment Fund (LAIF) is a component
of the State of California PMIA. The month-end balance of LAIF was
$22,812,817,838. The Orange County Transportation Authority’s month-end
balance in LAIF was $10,253,754.

Summary

The Orange County Transportation Authority is submitting a copy of the Local
Agency Investment Fund statements and summary reports to the Finance and
Administration Committee. The statements are for the month ending
June 30, 2017.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Local Agency Investment Fund - June 2017 Page 2

Attachment

A. Local Agency Investment Fund — As of June 30, 2017

Prepared by: Approved by:

A = -'." . 4

Rodney Johnson Andrew Oftelie
Deputy Treasurer Executive Director,
Treasury/Toll Roads Finance and Administration

(714) 560-5675 (714) 560-5649



AIF Regular Monthly Stat t
L egular Monthly Statemen ATTACHMENT A

Local Agency Investment Fund

P.0. Box 942809 o . .
Sacramento, CA 94209-0001 WWW.treasut S..n;.mc(\ssr_-_.\:wﬁ_:.:vc
(916) 653-3001 July 14,2017

ORANGE COUNTY TRANSPORTATION AUTHORITY

PMIA Average Monthly Yields

MANAGER, TREASURY/PUBLIC FINANCE

550 SOUTH MAIN STREET
P.0. BOX 14184
: Account Number:
ORANGE, CA 92613-1584 80-30-001
Tran Type Defi June 2017 Statement

Account Summary

Total Deposit: 0.00 Beginning Balance: 10,253,753.92
Total Withdrawal: 0.00 Ending Balance: 10,253,753.92

https:/laifms.treasurer.ca.gov/RegularStatement.aspx 7/14/2017



JOHN CHIANG

TREASURER
STATE OF CALIFORNIA
PMIA Performance Report LAIF Performance Report
Quarter Ending 06/30/17

| ate Yield | ays) Apportionment Rate:  0.92%
06/13/17 0.96 0.91 182 Earnings Ratio:  .00002531309414880
06/14/17 0.96 0.91 179 Fair Value Factor:  0.998940671
06/15/17 0.98 0.92 187 Daily:  1.03%
06/16/17 0.98 0.92 186 Quarter to Date:  0.93%
06/17/17 0.98 0.92 186 Average Life: 194
06/18/17 0.98 0.92 186
06/19/17 0.98 0.92 183
06/20/17 0.98 0.92 182
06/21/17 0.99 0.92 181
06/22/17 1.00 0.92 186 PMIA Average Monthly
06/23/17 1.00 0.92 188 Effective Yields
06/24/17 1.00 0.92 1883
06/25/17 1.00 0.92 188 June 2017  0.978%
06/26/17 1.01 0.93 184 May 2017  0.925%
06/27/17 1.01 0.93 182 Apr2017  0.884%
06/28/17 1.01 0.93 182
06/29/17 1.01 0.93 181
06/30/17 1.03 0.93 194
07/01/17 1.03 1.03 194
07/02/17 1.03 1.03 194 Pooled Money Investment Account
07/03/17 1.03 1,03 199 Portfolio Composition
07/04/17 1.03 1.03 199
07/05/17 1.04 1.03 197 06/ wo.\ H..N
07/06/17 1.04 1.03 196 $77.6 billion
07/07/17 1.04 1.04 195 Commercial
07/08/17 1.04 1.04 195 Paper 0.83%
07/09/17 1.04 1.04 195 10.60%
07/10/17 1.05 1.04 192 ) )
07/11/17 1.04 104 194 jaw wmws_a
07/12/17 1.05 1.04 194 s
07/13/17 1.05 1.04 182 .

*Daily yield does not reflect capital gains or losses Treasuries
42.96%

View Prior Month Daily Rates

Certificates of
Deposit/Bank
Notes
20.50%

Mortgages
0.05%

Agencies
17.83%

Based on data available as of 7/14/2017
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State of California
Pooled Money Investment Account
Market Valuation
6/30/2017

United States Treasury:

Bills 3 13,692,767,254.60 | $  13,728,751,205.31 | $  13,719,815,500.00 NA

Notes $ 19,630,327,075.06 | $  19,625,299,421.83 | $  19,577,358,000.00 | $ 41,280,649.00
Federal Agency:

SBA 3 882,589,733.26 | $ 882,570,192.18 | § 872,312,288.85 | $ 926,565.11

MBS-REMICs 3 38,996,383.12 | $ 38,996,383.12 | § 40,714,810.85 | § 182,997.66

Debentures 3 1,239,486,796.46 | $ 1,239,125,268.67 | $ 1,235,188,600.00 | $ 2,639,104.30

Debentures FR $ - $ - 3 - $ -

Debentures CL 3 150,000,000.00 | $ 150,000,000.00 { $ 149,687,000.00 | $ 77,1562.50

Discount Notes $ 11,150,617,374.66 | $  11,169,310,958.04 | $  11,165,630,000.00 NA

GNMA $ - $ - $ - $ -
Supranational Debentures $ 349,845,968.23 | $ 349,845,968.23 | § 348,153,000.00 | $ 891,562.00
Supranational Debentures FR | $ 50,000,000.00 | $ 50,000,000.00 | $ 50,080,000.00 | $ 137,713.46
CDs and YCDs FR 3 625,000,000.00 | $ 625,000,000.00 | § 625,000,000.00 | $ 1,178,642.35
Bank Notes 3 600,000,000.00 | $ 600,000,000.00 | $ 599,802,348.48 | $ 1,899,500.00
CDs and YCDs 3 14,675,000,000.00 { $  14,675,000,000.00 | $  14,669,085,986.46 | $ 28,253,569.48
Commercial Paper $ 8,224,098,486.16 | $ 8,237,153,416.71 | $ 8,235,998,611.13 NA
Corporate:

Bonds FR $ - 3 - § - $ -

Bonds $ - $ o - $ -
Repurchase Agreements 3 - $ - $ - $ -
Reverse Repurchase 3 - 3 - $ - $ -
Time Deposits $ 5,604,740,000.00 | $ 5,604,740,000.00 | $ 5,604,740,000.00 NA
AB 55 & GF Loans $ 645,650,000.00 | § 645,650,000.00 | $ 645,650,000.00 NA
TOTAL $ 77,569,119,071.55 | $  77,621,442,814.09 | $§  77,539,216,145.77 | § 77,467,455.86
Fair Value Including Accrued Interest $ 77,616,683,601.63

* Governmental Accounting Standards Board (GASB) Statement #72

Repurchase Agreements, Time Deposits, AB 55 & General Fund loans, and
Reverse Repurchase agreements are carried at portfolio book value (carrying cost).

The value of each participating dollar equals the fair value divided by the amortized cost (0

As an example: if an agency has an account balance of $20
participation in the LAIF valued at $19

,000,
978,813.41 or $20,000

998940671).
000.00, then the agency would report its
000.00 x 0.998940671.
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To: Finance and Administration Comm(ittee ! S ,( /

From: Darrell Johnson, Chief Executive Officer

Subject: Orange County Treasurer's Management Report

June 2017
Overview

The Orange County Transportation Authority invests a portion of its liquid
portfolio in the Orange County Investment Pool. Each month the Orange County
Treasurer publishes a comprehensive report detailing the composition of the
pool and the prevailing economic and market conditions. The attached
Treasurer's Management Report for the Orange County Investment Pool is for
the month ending June 30, 2017. The report has been reviewed and is
consistent with the investment practices of the Orange County Treasurer.

Recommendation
Receive and file as an information item.
Discussion

As of June 30, 2017, the book value of the Orange County Investment
Pool (OCIP) Money Market Fund was $1,127,986,846 with a monthly gross yield
of 0.90 percent and a month-end average days to maturity of 60 days. The OCIP
Extended Fund book value was $5,891,450,897 with a monthly gross yield of
1.14 percent and a month-end average days to maturity of 487 days. The
Orange County Transportation Authority’s month-end balance in the OCIP was
$43,641; the combined pool had a monthly gross yield of 1.06 percent and
month-end average days to maturity of 367 days.

There were no changes to the Treasurer’s Approved Issuer List. Both the Money
Market Fund and the Extended Fund were in compliance at month-end. Pages
26 through 87 containing investment inventory are not included in the
attachment. Copies of OCIP’s investment inventory reports are available upon
request.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Orange County Treasurer's Management Report Page 2
June 2017

Summary

The Orange County Transportation Authority is submitting a copy of the Orange
County Treasurer's Management Report to the Finance and Administration
Committee. The report is for the month ending June 30, 2017.

Attachment

A. Treasurer’s Monthly Investment Report — June 30, 2017

Prepared by: Approved by:
fl o .g’:. - f’J 1i | .
Pl ./_,_ z:_-"'-' =3 ¥ . ‘}r‘; ll\ {_, .,"__}’;'(/ ,’{ (__,-'
Rodney Johnson Andrew Oftelie
Deputy Treasurer Executive Director,
Treasury/Toll Roads Finance and Administration

(714) 560-5675 (714) 560-5649
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OFFICE OF THE TREASURER-TAX COLLECTOR
SHARI L. FREIDENRICH, CPA, CCMT, CPFA, ACPFIM

INTERDEPARTMENTAL COMMUNICATION

Date: July 14, 2017

To: Supervisor Michelle Steel, Chairwoman
Supervisor Andrew Do, Vice-Chair
Supervisor Todd Spitzer s
Supervisor Shawn Nelson

Supervisor Lisa Bartlett R
From:  Shari L. Freidenrich, CPA, CCMT, CPFA, >QH@U

Subject: Treasurer’s Investment Report for the Month Ended June 30, 2017

Attached please find the Treasurer’s Investment Report for the County of Orange for the month ended June 30, 2017.
The County Treasurer provides this report in compliance with California Government Code Sections 53607, 53646, and
27134 and the County’s Investment Policy Statement (IPS). We have included some charts and other data for your
information including charts on fund composition and the top ten pool participants. This report is also publicly available
on our website at ocoov.com/ocinvestments.

INVESTMENT POOL COMPOSITION

The investments contained within this report are as of June 30, 2017. The Investment Pool Statistics summary shows the
total investment responsibility of the County Treasurer as delegated by the Board of Supervisors: the Orange County
Investment Pool (OCIP) that includes the Voluntary Participants® funds, the Orange County Educational Investment Pool
(OCEIP), the John Wayne Airport Investment Fund and various other non-Pooled investment funds. The investment
practices and policies of the Treasurer are based on compliance with State law and prudent money management. The
primary goal is to invest public funds in a manner which will provide maximum security of principal invested with
secondary emphasis on providing adequate liquidity to Pool Participants and lastly to achieve a market rate of return
within the parameters of prudent risk management while conforming to all applicable statutes and resolutions governing
the investment of public funds.

The County Treasurer established three Money Market Funds, the Orange County Money Market Fund, the Orange
County Educational Money Market Fund, and the John Wayne Airport Investment Fund, which all are invested in cash-
equivalent securities and provide liquidity for immediate cash needs. Standard & Poor’s, on March 6, 2017, reaffirmed
their highest rating of AAAm on the Orange County and the Educational Money Market Funds. The Counfy Treasurer
also established the Extended Fund that is invested to meet cash needs between one and five years out. The Orange
County Investment Pool is comprised of the Orange County Money Market Fund and portions of the Extended Fund.
The Orange County Educational Investment Pool is comprised of the Orange County Educational Money Market Fund
and portions of the Extended Fund.

The maximum maturity of investments for the Orange County and Educational Money Market Funds is 13 months, with
a maximum weighted average maturity (WAM) of 60 days, and they have a current WAM of 60 and 58, respectively.
The maximum maturity of investments for the John Wayne Investment Fund is 15 months, with a maximum WAM of 90
days, and a current WAM of 80. The maximum maturity of the Extended Fund is five years, with duration not to exceed
the Merrill Lynch 1-3 Year index +25% (2.35), and the duration is currently at 1.32. The investments in all of the funds
are marked to market daily to determine the value of the funds. To further maintain safety, adherence to an investment
strategy of only purchasing top-rated securities and diversification of instrument types and maturities is required.

ECONOMIC UPDATE

In June, the job market added 222,000 new jobs, and May’s job numbers were revised upward by 14,000 to 152,000. The
U.S. unemployment rate for June rose to 4.4%, up from 4.3% in May. U.S. gross domestic product (GDP) rose at a 1.4%
annualized rate in the first quarter of 2017, an increase from the initial rate of 1.2%. The Empire State Manufacturing
Index rose to 19.8 from -1.0 in June, while the Philadelphia Fed Index decreased to 27.6 from 38.8 in June. The Federal
Reserve uses these indexes as regional economic gauges, and a reading above zero signals economic expansion. With

Mission: Ensure safe and timely receipt, deposit, collection and investment of public funds.



respect to housing, S&P/CaseShiller reported that housing prices continue to show positive momentum as year-over-year
prices increased for the sixtieth consecutive month in April, up 5.50% from a year ago. The index for pending home sales
increased 0.5% on a year-over-year basis in May. The 10-year Treasury rate rose from 2.21% in May to 2.31% in June.
On June 14, 2017, the Federal Open Markets Committee (FOMC) raised the benchmark Federal Funds rate by 0.25%
resulting in a new target range of 1.00% to 1.25%.

The short-term 90-day T-bill ended the month at 1.03%, up from 0.98% in May. The rate on the 2-year Treasury note
was 1.38% at the end of June, up from 1.28% in May.

INVESTMENT INTEREST YIELDS AND FORECAST

The current gross interest yield year-to-date for fiscal year 2016/2017 is 0.87% for the OCIP and 0.88% for the OCEIP.
The current net yield for fiscal year 2016/2017 is 0.81% and 0.82% respectively. The forecasted net yield for fiscal year
2017/2018 for both OCIP and OCEIP prepared in December, 2016 was 0.82%. We expect to provide our updated
estimate next month.

APPORTIONMENT OF COMMINGLED POOL INTEREST EARNINGS

Each month, the County Treasurer apportions the accrued interest earnings to each pool participant. As of the first
business day of the following month accrued, but unpaid, interest earnings are added to pool participants’ average
balances in determining a participant’s relative share of the pool’s monthly earnings. The actual cash distribution will
generally be paid in the month following. The June 2017 interest apportionment is expected to be paid by July 31, 2017.
The estimated annual investment administrative fee for fiscal year 2016/2017 has been revised to 5.8 basis points,
primarily due to higher average balances for the two investment pools than originally estimated and higher cost savings
during the year. The monthly investment fee charged in June, 2017 was reduced from 4.5 basis points to 0.5 basis points.
The estimated investment administrative fee for fiscal year 2017/2018 is expected to be less than 6.5 basis points and
will be updated next month.

TEMPORARY TRANSFERS

The County Treasurer, as required by Constitution Article XVI, Section 6, and per the Board of Supervisor’s Resolution
15-016, is authorized to make temporary transfers to school districts to address their short-term cash flow needs. The
loans are secured by tax receipts to be received by the County Treasurer, as the banker for the school districts. There
were no temporary transfers outstanding as of June 30, 2017.

PORTFOLIO HOLDINGS OF DEBT ISSUED BY POOL PARTICIPANTS

Under guidelines outlined in the current IPS, the County Treasurer may invest in A or above rated securities issued by
municipalities. Municipal debt issued by the County of Orange is exempt from this credit rating requirement. The
Investment Pools may invest no more than 5% of pool assets in any one issuer, with the exception of the County of
Orange which has a 10% limit. The Investment Pools have a total market value of $374.3 million in County of Orange
debt, which represents approximately 4.2% of pooled assets. Prior to purchasing any pool participant debt, a standardized
credit analysis is performed.

COMPLIANCE SUMMARY

The investment portfolios had no compliance exceptions for the month of June 2017. The Auditor-Controller issued a
report on June 13, 2017 entitled Internal Control Audit: Treasurer-Tax Collector Electronic Funds Transfer Process. This
audit had been requested by the Treasurer-Tax Collector after the alleged embezzlement at the City of Placentia. The
report identified two (2) critical control weaknesses, one (1) significant control weakness and six (6) control findings
related to the Electronic Funds Transfer (EFT) processes, and the report stated that internal controls for processing EFTs
were in effect and operating as intended. The Treasurer has already implemented many of the recommendations and is in
the process of implementing the remaining ones.

CREDIT UPDATE
During June, there were no changes to the Treasurer’s Approved Issuer List. An ongoing credit analysis of all issuers
owned in the Investment Pools is reviewed on a daily, monthly, quarterly, and annual basis.

I certify that this report includes all pooled and non-pooled investments as of June 30, 2017 and is in conformity with all
State laws and the IPS approved by the Board of Supervisors on November 22, 2016. The investments herein shown
provide adequate liquidity to meet the next six months of projected cash flow requirements. I am available if you have
any questions on this Investment Report at (714) 834-7625.

Enclosures

cc: Distribution List



ORANGE COUNTY TREASURER-TAX COLLECTOR

SUMMARY OF INVESTMENT DATA

INVESTMENT TRENDS
JUNE 2017 MAY 2017 (g‘é%iiissi) NET C;ANGE JUNE 2016 (Il;:(::??iissi) NET Cn:ANGE
Orange County Investment Pool (OCIP)
End Of Month Market Value® $ 4,005,851,068 $ 4,448,425471 $ (442,574.403) -995% % 3,678,579,375 $ 327,271,693 8.90%
End Of Month Book Value $  4,013,386,551 $ 4,454,297,789 $ (440.911,238) -9.90% $ 3,667,784,634 $ 345,601,917 9.42%
Monthly Average Balance $  4,269,834,453 $ 4,628,711,980 $ (358,877,527) 775% % 3,895,058,668 $ 374,775,785 9.62%
Year-To-Date Average Balance $ 4,197,658,090 $ 4,191,096,602 $ 6,561,488 0.16% § 3,820,526,372 $ 377,131,718 9.87%
Monthly Accrued Earnings3 $ 3,735,950 $ 3,913,084 $ (177,134) -453% $ 2,557,709 $ 1,178,241 46.07%
Monthly Net Yield® 1.06% 0.95% 0.11% 11.26% 0.78% 0.28% 35.51%
Year-To-Date Net Yield® 0.81% 0.79% 0.02% 2.14% 0.58% 0.23% 39.66%
Annual Estimated Gross Yield* 0.87% 0.87% 0.00% -0.23% 0.64% 0.22% 34.78%
Weighted Average Maturity (WAM) 367 341 26 7.62% 397 (30) -7.56%
Orange County Educational investment Poo! (OCEIP)

End Of Month Market Value'? $ 4819614124 § 4631728793 § 187,885,331 4.06% $ 4248728320 § 570,885,804 13.44%
End Of Month Book Value? $ 4,827,332,429 $ 4,637,838,311 $ 189,494,118 4.08% $ 4,238,288,367 $ 589,044,062 13.80%
Monthly Average Balance? $ 4,610,616,338 $ 4,683,368,969 $ (72,752,631) -1.55% § 4,125,783,003 $ 484,833,335 11.75%
Year-To-Date Average Balance $  4,149,284,454 $ 4,107,345,192 $ 41,938,262 1.02% $ 3,833,612,869 $ 315,671,585 8.23%
Monthly Accrued Earnin953 $ 4,012,956 $ 3,980,638 $ 32,318 0.81% § 2,672,788 $ 1,440,168 55.98%
Monthly Net Yield® 1.05% 0.95% 0.10% 10.27% 0.74% 0.31% 42.16%
Year-To-Date Net Yield® 0.82% 0.80% 0.02% 2.25% 0.59% 0.23% 38.47%
Annual Estimated Gross Yield* 0.88% 0.88% 0.00% -0.57% 0.85% 0.22% 34.00%
Weighted Average Maturity (WAM) 325 341 (16) -4.69% 339 (14) -4.13%

1 Market values provided by Bloomberg and Northem Trust. The OCIP and OCEIP market values in May and June 2017 are slightly lower than book values due to the recent Federal Reserve short-term rate increases, but both
have a net asset value of 1.00 and have sufficient liquidity to meet projected cash flow needs.

2 In June 2017, OCEIP market value, book value and monthly average balance increased from the prior year primarily due to proceeds from a significant number of school and community college districts issuing bonds.

3 in June 2017, OCIP and OCEIP monthly accrued eamings, monthly and year-to-date net yields were higher than June 2016 due to increases in the Federal Reserve short-term rate of 0.75 percent and investments in higher
yielding securities, and higher average pool balances. The OCIP and OCEIP monthly net yeilds increased from the prior month due to the monthly investment fee charged in June was reduced from 6.5 basis points to 0.5 basis

points.

4 The OCIP and OCEIP Annual Estimated Gross Yields for FY 16/17 are higher than FY 15/16 due to increases in the Federal Reserve short-term rate of 0.75 percent, reductions in excess liquidity, and improved cash
management while maintaining the same high credit quality of securities.




ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL STATISTICS
FOR THE MONTH, QUARTER, AND FISCAL YEAR ENDED: JUNE 30, 2017

INVESTMENT STATISTICS - By Investment Pool*

average | o vy | monmiuy | QUARTER | ANNUAL
_w“w_“.“w a5 of 620117 | Gross viewa | Ayerede | Average Current NAV
DESCRIPTION CURRENT BALANCES
COMBINED POOL BALANCES (includes
the Extended Fund
MARKET Value $ 4,005,851,068 | 367 1.07% | 1.06% | 1.00% | 0.87% 1.00
COST (Capital) $ 4,019,890,397
Orange County Investment Paol (OCIP) MONTHLY AVG Bafance § 4,269,834,453
QUARTERLY AVG Balance $ 4,736,809,245
ANNUAL AVG Balance $ 4,197,658,080
BOOK Value $ 4,013,386,551
MARKET Vatue $ 4,819,614,124 | 325 1.07% | 1.06% | 1.02% | 0.88% 1.00
COST (Capital) $ 4,834,528,909
Orange County Educational Investment MONTHLY AVG Balance $ 4,610,616,338
Pool (OCEIP) QUARTERLY AVG Batance § 4,596,654,837
ANNUAL AVG Balance $ 4,149,284,454
BOOK Value $ 4,827,332,429

INVESTMENT STATISTICS - Non Pooled Investments ™ 70 o0 e
DESCRIPTION CURRENT BALANGE BOOK BALANCE BY INVESTMENT TYPE

Specific Investment

Funds: MARKET Value $ 153,931,586 } General Fund - Non AMT Restricted $ 67,556,587
100, 283, §05, 650 FVSD COST (Capital) $ 153,964,448 { John Wayne Alrport Investment Pool 50,461,504
MONTHLY AVG Balance $ 153,911,630 { Repurchase Agreement 1,081,500
QUARTERLY AVG Balance $ 153,806,246 § Fountain Valiey School District Fund 40 34,864,857

ANNUAL AVG Batance § 176,837,946

BOOK Value $ 153,966,208

$ 153,964,448

———————— S A———————————te————]

INVESTMENTS & CASH

County Money Market Fund $ 1,127,402,457 || OCIP $4,036,334,288
County Cash 16,343,891 | OCEIP 4,882,051,156
EXTENDED FUND 5,906,127,940 | Specific Investment Funds 153,964,448
EDUCATIONAL MONEY MARKEY FUND {OCEMMF: Non Pooled Cash 19,918,174
Educational Money Market Fund 1,820,988,909
Educational Cash 47,522,247
NON POOLED INVESTMENTS & CASH
Non Pooled investments 153,964,448
Non Pooled Cash 19,918,174
$ 9,092,268,066 $9,092,268,066

- - = s

INTEREST RATE YIELD WEIGHTED AVERAGE MATURITY (WAM)

OCMMF - MONTHLY GROSS YIELD 0.90% OCMMF 60
OCEMMF - MONTHLY GROSS YIELD 0.91% OCEMMF 58
JOHN WAYNE AIRPORT - MONTHLY GROSS YIELD 0.87% JOHN WAYNE AIRPORT WAM 80
OCIP - YTD NET YIELD*** 0.81% LGIP WAM (Standard & Poors) 39
OCEIP - YTD NET YIELD*** 0.82%
90-DAY T-BiLL YIELD - MONTHLY AVERAGE 0.99%




ORANGE COUNTY TREASURER-TAX COLLECTOR

INVESTMENT POOL STATISTICS
FOR THE MONTH, QUARTER, AND FISCAL YEAR ENDED: JUNE 30, 2017

INVESTMENT STATISTICS - By Investment Fund™™

Average F— QUARTER ANNUAL
oot | 2| o | el | e | curant v
DESCRIPTION CURRENT BALANCES Maturity Yield Yield

MARKET Value $ 1927,901,862 | 60 0.92% | 0.90% | 0.81% | o.56% 1.00
COST (Capital) § 1,127,402,457
County Money Market Fund (OCMME MONTHLY AVG Balance § 1,377,246,513
QUARTERLY AVG Balance $ 1,836,629,039
ANNUAL AVG Balance $ 1,331,297,958
BOOK Value $ 1,127,986,846

MARKET Vajue $ 1,821,324,948 | 58 0.94% | 0.91% | 0.83% | 0.61% 1.00
COST (Capital} § 1,820,988,909
MONTHLY AVG Balance $§ 1,587,076,338
OCEMMF QUARTERLY AVG Balance $§ 1,583,114,837
ANNUAL AVG Balance $ 1,335,628,648
BOOK Value $ 1,821,284,237

MARKET Value $ 5,876,238,402 | 487 | 1.14% | 1.14% | 1.12% | 1.01% 1.00
COST (Capital} § 5,906,127,940
Extended Fund MONTHLY AVG Balance § 5,906,127,940
QUARTERLY AVG Balance § 5,913,720,206
ANNUAL AVG Balance $ 5,680,015,938
BOOK Value $ 5,891,450,887

ALLOCATION OF EXTENDED FUND

Extended Fund

OCIP Share MARKET Value $ 2,877,940,226 | 487 | 1.4% | 1.14% | 112% | 1.01% 1.00
COST (Capital} $ 2,892,587,940
MONTHLY AVG Balance § 2,892,587,940
QUARTERLY AVG Balance § 2,900,180,206
ANNUAL AVG Balance $ 2,866,350,132
BOOK Value $ 2,885,399,705
OCEIP Share MARKET Value § 2,098,289,176 | 487 | 1.14% | 1.14% | 112% | 1.01% 1.00
COST (Capital) $ 3,013,540,000
MONTHLY AVG Balance $ 3,013,540,000
QUARTERLY AVG Batance $ 3,013,540,000
ANNUAL AVG Balance $§ 2,813,655,806
BOOK Value $ 3,006,051,192
Modified Duration 1.32

* The Combined Pool Balances include the County and Educational Money Market Funds and their respective portions of the Extended Fund.

il ific non pooled are reported in compliance with Government Code Section 53646 {b){1). Detailed descriptions are included in the inventory

p

listing in Section Vi} of this report

***  The Net Yield differs from the hl ge yield as it includes the Treasury administrative fees.
== Book Value is computed as Cost reduced by amortization of premium and increased by the accretion of discount of the Investment Portfollo. Net Asset Value {NAV)

is equal to Market Value divided by Book Value,



ORANGE COUNTY INVESTMENT POOL

COMPOSITION BY FUND
AS OF JUNE 30, 2017

FUNDS BALANCE

SPECIAL REVENUE 1,426,838,232
ENTERPRISE 702,334,318
AGENCY 532,677,176
GENERAL FUND 539,802,151
INVESTMENT TRUST - SCHOOL BONDS 305,532,843
INTERNAL SERVICE FUNDS 237,933,496
VOLUNTARY PARTICIPANTS 114,981,948
CHILD/FAM COMM OF ORANGE COUNTY 47,529,501
OTHER TRUST FUNDS 128,704,623
TOTAL 4,036,334,288

OTHER TRUST FUNDS
3%

INVESTMENT TRUST -
SCHOOL BONDS
8%
VOLUNTARY
PARTICIPANTS
3% SPECIAL REVENUE
35%

CHILD/FAM COMM OF
ORANGE COUNTY
1%

INTERNAL SERVICE
FUNDS
6%

GENERAL FUND
13%

ENTERPRISE
18%




ORANGE COUNTY INVESTMENT POOL
COMPOSITION BY FUND
AS OF JUNE 30

MILLIONS

$1,400

$1,200

$1,000

$800

$600

$400

$200

Fund Class

Balance as of 6/30/16 # Balance as of 6/30/17




ORANGE COUNTY INVESTMENT POOL
TOP TEN POOL PARTICIPANTS
AS OF JUNE 30, 2017

WORKERS

COMPENSATICN
4% OC DANA POINT

HARBOR
4%

OCROAD

4%\

COUNTY GENERAL

26%
FUND # FUND NAME BALANCE OCWR LANDFILL
100 COUNTY GENERAL $ 499,360,089  pOST.CLOSE MAINT
400  OCFLOOD 272,064,865 7%
13Y  MENTAL HEALTH SERVICES ACT 261,298,639
404  OC FLOOD - CAPITAL 184,757,925
299 OC WASTE & RECYCLING ENTERPRISE 180,074,299 JOHN WAYNE
280 JOHN WAYNE AIRPORT OPERATING 163,191,078 AIRPORT
279 OCWR LANDFILL POST-CLOSE MAINT 132,713,665 OPERATING
115 OC ROAD 83,801,338 8%
293 WORKERS COMPENSATION 77,008,047
108 OC DANA POINT HARBOR 70,902,224 OC FLOOD
TOTAL $ 1,925,172,169 OC WASTE & %
RECYCLING
ENTERPRISE
9%
MENTAL HEALTH
OC FLOOD - SERVICES ACT

CAPITAL 14%
10%




ORANGE COUNTY EDUCATIONAL INVESTMENT POOL
TOP TEN POOL PARTICIPANTS
AS OF JUNE 30, 2017

ORANGE USD
6%

TUSTIN USD GARDEN GROVE
% N usD
20%
DISTRICT#  SCHOOL DISTRICT BALANCE . RANCHO
SANTIAGO CCD
72 GARDEN GROVE USD $ 608,777,430 8% s
g0 COAST CCD 450,863,417
a6 OUTH CRANGE COUNTY CCD 307,798,200
84 zANTA ANA USD 279,947,029 COUNTY SCHOOL
47, SERVICES
88 NORTH ORANGE COUNTY CCD 276,621,894 8%
75 IRVINE USD 262,860,037
94 COUNTY SCHOOL SERVICES 246,424,994
a2 RANCHO SANTIAGO CCD 235,241,115
87 TUSTIN USD 212,765,042 IRVINE USD COAST CCD
80 ORANGE USD 185,132,695 8% 15%
TOTAL $ 3,066,431,853 \
/ SOUTH ORANGE
NORTH ORANGE COUNTY CCD

COUNTY CCD
9%

SANTA ANA USD 10%

9%




ORANGE COUNTY TREASURER - TAX COLLECTOR

BY INVESTMENT TYPE - By Percentage Holdings
June 30, 2017

100%
30%
SOOA 4 -
70% -
60%
50%
40%
30%
20%
10%
0% - :
Orange County Investment Pool Orange County Educational investment Pool John Wayne Airport Investment Fund
Orange County Investment Pool Orange County Educational Investment Pool John Wayne Airport Investment Fund
In Thousands % In Thousands % in Thousands %
U. S. GOVERNMENT AGENCIES $ 2,556,679 63.82% U. S. GOVERNMENT AGENCIES $ 2,947,963 61.18% . S. GOVERNMENT AGENCIES $ 33,473 66.29%
‘U.S. TREASURIES 609,619 15.22% U. S. TREASURIES 913,940 18.96% . S. TREASURIES 12,988 25.72%
: MEDIUM - TERM NOTES 375,030 9.36% “MEDIUM-TERM NOTES 416,880 8.65% MONEY MARKET MUTUAL FUNDS 4,035 7.99%
.MUNICIPAL DEBT 183,339 4.58% .MUNICIPAL DEBT 191.005 3.96%
MONEY MARKET MUTUAL FUNDS 181,788 4.54% MONEY MARKET MUTUAL FUNDS 247,941 5.14%
HCERT\F!CATES OF DEPOSIT 99,198 2.48% ECERTIFICATES OF DEPOSIT 101,879 2.11%
E LOCAL AGENCY INVESTMENT FUND 198 0.00% ﬂ LOCAL AGENCY INVESTMENT FUND 206 0.00%
S 4005851 100.00% $ 4,819,614 100.00% $ 50,496 100.00%

Calculated Using Market Value at 6/30/2017
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ORANGE COUNTY TREASURER - TAX COLLECTOR
CREDIT QUALITY BY MARKET VALUE
June 30, 2017

Orange County Investment Pool

A Total
3%

NR Total
4%

AA Total

7%

~

AAA Total
7%

US Gov Total
7%

Orange County Educational Investment Pool

NR Total A Total

4%

AA Total

7%
AAA Total
7%

US Gov Total
80%

US GOV Includes Agency & Treasury Debt
AA includes AA+, AA-, & AA

Aincludes A+, A-, & A
NR Includes LAIF and Orange County Pension Obligation Bonds Series 2017A




ORANGE COUNTY TREASURER -

TAX COLLECTOR

CREDIT QUALITY BY MARKET VALUE

June 30, 2017

County Money Market Fund

AA Total ATotal

4‘;" 1%

AAA Total
19%

80%

US Gov Total
76% US Gov Total
80%
Extended Fund John Wayne Airport
NR Total A Total AAA Total
AA Total 7% 3%
8%
AAA Total . \
2%
US Gov Total
US Gov Total

Educational Money Market Fund

AA Total A Total
4% 1%
B\

AAA Total
15%

92%

US GOV Includes Agency & Treasury Debt
AA includes AA+, AA-, & AA

Aincludes A+, A-, & A
NR Includes LAIF and Orange County Pension Obligation Bonds Series 2017A
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ORANGE COUNTY TREASURER - TAX COLLECTOR

ISSUER CONCENTRATION-By Investment Pool
June 30, 2017

Issuer

WAL-MART STORES INC

TORONTO DOMINION BANK NY
¢.91%

ROYAL BANK OF CANADA NY

1.84%
MICROSOFT CORP
1.95%
()
JOHNSON & JOHNSON
1.97%

0.94%
BERKSHIRE HATHAWAY INC

APPLE INC.
2.38%

0.00% 1.00% 2.00% 3.00% 4.00%

Percent of Investment Pool

| BIORANGE COUNTY EDUCATIONAL INVESTMENT POOL B ORANGE COUNTY INVESTMENT POOL

5.00%
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ORANGE COUNTY TREASURER-TAX COLLECTOR
APPROVED ISSUER LIST - OCIP, OCEIP, and JWA
June 30, 2017

ISSUER

FEDERAL NATIONAL MORTGAGE ASSOCIATION A-l+ P-1 Fl+ AA+ Aaa AAA
FEDERAL HOME LOAN MORTGAGE CORPORATION A-1+ P-1 Fl+ AA+ Aaa AAA
FEDERAL HOME LOAN BANKS A-lt+ P-1 NR AA+ Aaa NR

FEDERAL FARM CREDIT BANKS A-1+ P-1 Fl+ Aaa AAA

APPLE INC A-1+ P-1 NR Aal NR
BERKSHIRE HATHAWAY INC ***** A-1+ p-1 NR AA Aa2 A+
BERKSHIRE HATHAWAY FINANCE *»*** NR P-1 NR NR Aa2 At
JOHNSON & JOHNSON A-1+ P-1 Fl+ AAA Aaa AAA
MICROSOFT CORPORATION ** A-l+ p-1 Fi+ AAA Aaa AAY
WAL-MART STORES INC A-1+ P-1 Fl+ AA Aax2 AA

ORANGE CNTY CA PENSION OBLG 2016 A NR NR F1+ AA NR AA
ORANGE CNTY CA PENSION OBLG 2017 A NR NR NR NR NR NR

LOCAL AGENCY INVESTMENT FUND

INVESCO GOVERNMENT & AGENCY SHORT-TERM INVESTMENTS TRUST (AIM) AAAm Aaa-mf AAAmm{
GOLDMAN SACHS FINANCIAL SQUARE GOVT FUND AAAm Ana-mf NR
MORGAN STANLEY INSTITUTIONAL LIQUIDITY FUNDS - GOVT AAAmM Aaa-mf’ NR
NORTHERN INSTITUTIONAL TREASURY PORTFOLIO AAAmM NR NR

* All money market funds are institutional money market funds investing in debt issued or guaranteed by the U.S. Government and its agencies.
**  On Negative Outlook (Moody's L/T rating - July 25, 2016).
*#%  Moody's downgraded its L/T Rating from Aa3 to A1 on May 10, 2017 and kept the issuer rating Outlook on Negative.
On Negative Outlook (S&P - June 6, 2016; Fitch - January 25, 2016, Moody's - June 11, 2014).
#ik - Moody's downgraded its L/T Rating from Aal to Aa2 on May 10, 2017 and kept the issuer rating Outlook on Negative.
On Negative Outlook (Moody's - June 11, 2014).
wdkk S&P placed its L/T Issuer Credit Ratings on Negative Watch on July 7, 2017. As required by the Investment Policy Statement, on July
11,2017, the issuer was placed on hold and current holdings are being reviewed for possible sale.
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Orange County Treasurer-Tax Collector
Changes in Approved Issuer’s List
For the Month Ended June 30, 2017

During June, there were no changes to the Treasurer’s Approved Issuer List. However, on
July 7, 2017, S&P placed the L/T issuer credit rating of both Berkshire Hathaway Inc.
and Berkshire Hathaway Finance on Negative Watch. As required by the Investment
Policy Statement, on July 11, 2017, both Berkshire Hathaway Inc. and Berkshire
Hathaway Finance were placed on hold and current holdings are being reviewed for
possible sale. An ongoing credit analysis of all issuers owned in the Investment Pools is
reviewed on a daily, monthly, quarterly, and annual basis.
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ORANGE COUNTY TREASURER - TAX COLLECTOR

MATURITIES DISTRIBUTION
June 30, 2017

1to 30 days

3t days to 180 days

181 days to 385 days

1 to2 years

2 to3years 3 toSyears

170 30 DAYS

31 TO 180 DAYS

181 TO 365 DAYS
1YEAR TO 2 YEARS
2 YEARS TO 3 YEARS
3 YEARS TO 5 YEARS

TOTAL

1.2

ORANGE COUNTY INVESTMENT POOL

in Thousands %

$ 711,368 17.74%
625,988 15.61%

838,894 20.92%

1,394,516 34.77%

439,692 10.96%

- 0.00%

$ 4,010,458 100.00%

1 TO 30 DAYS

31 TO 180 DAYS

181 TO 365 DAYS

1 YEAR TO 2 YEARS
2 YEARS TO 3 YEARS
3 YEARS TO § YEARS

TOTAL

ORANGE COUNTY EDUCATIONAL

INVESTMENT POOL
In Thousands'* %
$ 784,239 16.26%
1,253,753 25.99%
875,060 18.14%
1,452,828 30.11%
458,077 9.50%
- 0.00%
$ 4,823,957 100.00%

OHN WAYNE AIRPORT INVESTMENT FUND

In Thousands'? %
1 TO 30 DAYS $ 13,400 26.49%
31TO 180 DAYS 33,175 65.60%
181 TQ 365 DAYS 4,000 7.91%
1 YEAR TO 2 YEARS - 0.00%
TOTAL $ 50,575 100.00%

1 Maturity Limits are calculated using face value. All final maturities are in compliance with the {PS during June.

2 Floating Rate Notes are deemed to have a maturity date equal to their next interest reset date. At 6/30/2017, Floating Rate Notes comprise 0.37%, 0.64%, and 0.00% of the Orange County Investment Poal, Orange County Educational Investment
Pool, and JWA Investment Fund respectively.
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(INTEREST RATE YIELD)
For The Period June 2007 to June 2017

ORANGE COUNTY MONEY MARKET POOLS vs SELECTED MONEY MARKET YIELDS

6.00

4.00 1

3.00

2,00

1.00

ez OCIP-NET

wm—0-DAY T-BILL

0.00

weemeie COUNTY

s—SCHOOLS
ORANGE COUNTY MONEY MARKET POOLS vs SELECTED AVERAGES
WEIGHTED AVERAGE MATURITY (WAM)
For The Period June 2007 to June 2017
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%
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ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POOL YIELDS
July 1, 2016 - June 30, 2017

VIARKE | EARNINGS
; o VALUE | FOR MONTH
Current Month - June 2017
County Pool - Money Market Fund $ 1127901842 | % 1,015,069 60
Educational Pool - Money Market Fund $ 1821324048 |5 1,188,057 58
~ Extended Fund . $ 5876,238402{8% 5545780 487
May 2017
County Pool - Money Market Fund $ 1,559912,721 18 1,190,993 0.81% 56
Educational Poo! - Money Market Fund $ 1,631,429,543 $ 1,157,267 0.82% 57
Extended Fund e '$ 5,888,812,000 | $ 5,545,463 1.10% 494
April 2017
County Pool - Money Market Fund $ 1,928,898,078 | $ 1,427,058 0.72% 56
Educational Pool - Money Market Fund $ 1,810,058617 | $ 946,118 0.78% 56
Extended Fund - $ 5,884,169,552 | % 5,396,950 1.11% 488
March 2017
County Pool - Money Market Fund $ 1,742,756,895 | $ 707,012 0.60% 37
Educational Pool - Money Market Fund $  1,278,498,097 | $ 590,948 0.66% 52
Extended Fund ; 1'$ 5874437878 | % 5,301,507 1.06% 511
February 2017
County Pool - Money Market Fund $ 1,420,356,645 | % 588,259 0.58% 48
Educational Poo! - Money Market Fund 3. fpmm.mm,olm# $ 539,611 0.60% 50
Extended Fund = SR $ 5876,196444 | $  5010,710 141% 511
January 2017
County Pool - Money Market Fund $ 1,243,000623 | % 626,367 0.53% 58
Educational Pool - Money Market Fund $ 1309895173 | § 772,307 0.57% 48
Extended:Fund: : $ 5,872,382,548|'$ 4,846,757 0:99% 496
December 2016
County Pool - Money Market Fund $ 1,787.873,393 | § 656,440 0.43% 35
Educational Pool - Money Market Fund $ 1995546428 |$ 627,945 0.56%| 35
Extended Fund Ll $ 54015624471 1% 4,550,093 0.96% 510
November 2016
County Pool - Money Market Fund $ 1,263,748,9301 % 397,303 0.38% 44
Educational Pool - Money Market Fund $  1,123,417,366 $ 433,001 0.53% 57
Extended Fund - e $ 5,538,702,888 |3 4,384,832 0.96% 515
October 2016
County Pool - Money Market Fund $ 1,262,431,238 | % 351,585 0.41% 49
Educational Poo! - Money Market Fund $ 978,305,500 | $ 469,767 0.51% 56
‘Extended.Fund , $ - 5497,309,348.{§ 4,298,117 0.92% 504
September 2016
County Pool - Money Market Fund 3 751,801,815 % 278,284 0.46% 59
Educational Pool - Money Market Fund $ 1220526096 | § = 498,234 0.46% - B5
Extended Fund i : $ 54944636003 4,191,758 0.93%| 501
August 2016
County Pool - Money Market Fund $ 800,306,654 | $ 295,786 0.49% 53
Educational Pool - Money Market Fund $ 1,221,174892 1% 516,653 0.46% 56
Extended Fund. ST $ 5459349411 |$ 4,074,594 0.90% 484
July 2016
County Pool - Money Market Fund $ 686,861,455 | $ 325,471 0.45% 56
Educational Pool - Money Market Fund $ 1,433,126,604 | $ 519,773 0.41% 55
Extended Fund : $ 5327,781,739 | $ 4,052,122 0.89% 501
Average Month
Fiscal Year July 1, 2016 - June 30, 2017 End Market Value YTD <.:u. Y1D
Balance Interest Income Gross Yield Average
Orange County Investment Pool $ 4,157,139,293 | $ 36,677,212 0.87% 363
Orange County Educational Investment Pool $ 4,219,258,396 | $ 36,640,777 0.88% 353
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ORANGE COUNTY TREASURER-TAX COLLECTOR

CASH AVAILABILITY PROJECTION
FOR THE SIX MONTHS ENDING DECEMBER 31, 2017

Government Code Section 53646 (b) (3), effective on January 1, 19986, requires the Treasurer-Tax Collector to
include a statement in the investment report, denoting the ability of the Orange County Investment Pool (OCIP)
and the Orange County Educational investment Pool (OCEIP) to meet their expenditure requirements for the
next six months.

The OCIP and OCEIP consist of funds in the treasury deposited by various entities required to do so by
statute, as well as those entities voluntarily depositing monies in accordance with Government Code Section
53684,

The Treasurer-Tax Collector is required to disburse monies placed in the treasury as directed by the Auditor-
Controller and the Department of Education, except for the making of legal investments, to the extent funds
are transferred to one or more clearing funds in accordance with Government Code Section 29808.

The Treasurer-Tax Collector, in her projection of cash availability to disburse funds as directed by the Auditor-
Controller and the Department of Education, is relying exclusively on historical activity involving deposits and
disbursements and future cash flow projections. No representation is made as to an individual depositor's
ability to meet their anticipated expenditures with anticipated revenues.

The Cash Availability Projection for the six months ending December 31, 2017, indicates the ability of the pools
to meet projected cash flow requirements. However, there will usually be differences between projected and
actual results because events and circumstances frequently do not occur as expected and those differences
may be material.

ORANGE COUNTY INVESTMENT POOL

Investment Projected Projected Cumulative
Month Maturities Deposits Disbursements Available Cash
June 2017 - Ending Cash $ 16,343,891
July 760,375,624 260,440,708 $ 588,814,477 448,345,746
August 232,386,731 436,879,658 366,462,683 751,149,452
September 124,281,694 447,979,753 418,851,494 904,559,405
October 14,906,821 921,680,990 305,580,632 1,5635,566,584
November 91,481,416 918,740,434 1,116,262,526 1,429,525,908
December 144,193,040 2,223,658,160 1,684,105,549 2,113,271,559

ORANGE COUNTY EDUCATIONAL INVESTMENT POOL

Investment Projected Projected Cumulative
Month Maturities Deposits Disbursements Available Cash
June 2017 - Ending Cash $ 47,522,247
July 934,588,640 278,472,333 $ 478,457,907 782,125,313
August 587,537,669 263,417,878 509,317,746 1,123,763,114
September 270,975,015 538,741,729 624,874,456 1,308,605,402
October 61,564,098 349,436,683 653,162,723 1,066,443,460
November 101,147,048 768,547,291 645,643,117 1,290,494,682
December 152,222,397 1,207,991,791 424,426,346 2,226,282,524
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ORANGE COUNTY TREASURER-TAX COLLECTOR

STATEMENT OF ACCOUNTABILITY

FOR THE MONTH, QUARTER AND FISCAL YEAR ENDED JUNE 30, 2017

Treasurer's Accountability at the Beginning of the Period:

Cash Receipts:
County
School and Community College Districts
Total Cash Receipts

Cash Disbursements:
County
School and Community College Districts
Total Cash Disbursements

Net Change in Cost Value of Pooled Assets

Net Increase (Decrease) in Non Pooled Investments
Net Increase (Decrease) in Non Pooled Cash

Treasurer's Accountability at the End of the Period:

Assets in the Treasury at the End of the Period (at Cost Value):

Pooled investments:
0O.C. Investment Pool
0O.C. Educational investment Pool
Total Orange County Investment Pools

Non Pooled Investments:
Non Pooled Investments - John Wayne Airport
Non Pooled Investments - General Fund - Non AMT Restricted
Non Pooled Investments - Fountain Valley School District Fund 40
Non Pooled Investments - Other
Total Non Pooled Investments

Cash:
Cash in Banks - County
Cash in Banks - Schools
Cash in Banks - OC Sheriff
Cash in Banks - John Wayne Airport
Cash - Other
Total Cash

Total Assets in the Treasury at the End of the Period:

Month Quarter Year
$9,287,862,643 $9,115,669,385 $8,271,501,964
379,241,260 2,784,085,832 10,836,919,292
897,165,692 2,604,172,819 8,387,163,365
1,276,406,952 5,388,258,651 19,224,082,657
805,239,628 3,392,885,013 10,485,656,072
667,791,496 2,017,385,137 7.775,325,233

1,473,031,124

5,410,270,150

18,260,981,305

(196,624,172) (22,011,499) 963,101,352
124,895 191,055 (154,094,265)
904,700 (1,580,875) 11,759,015

$9,092,268,066 $9,092,268,066 $9,092,268,066

$4,019,990,397
4,834,528,909

8,854,519,306

50,461,504
67,556,587
34,864,857

1,081,500

153,964,448

16,287,883
47,522,247
12,604,230
7,313,944
56,008

83,784,312

$9,092,268,066
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ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POLICY (iPS) COMPLIANCE SUMMARY
June 30, 2017

Inv'estment Coun Educational John Wayne Airport
Poh.cy (.lPS) Money MarktZt Fund Extended Fund Money Market Fund Investnzent Fuzd
Guidelines
Diversification Limit Investment Type Market Value of Percent of Market Value of Percent of Market Value of | Percent of Market Value of Percent of
Investments Portfolio Investments Portfolio Investments ! | Portfolio Investments ™ Portfolio
30% Negotiable Certificates of Deposit $ 1,600,428 0.14%|| $ 199,276,651 3.39%|| $ - 0.00%|] $ - 0.00%
40% Commercial Paper - 0.00% - 0.00% - 0.00% - 0.00%
100% U.S. Government Agencies 830,985,448 73.67% 3,523,546,885 59.96% 1,150,110,383 63.15% 33,473,287 66.29%
$50MM LAIF - 0.00% 404,080 0.01% - 0.00% - 0.00%
30% Medium-Term Notes 88,537,578 7.85% 584,964,143 9.95% 118,408,490 6.50% 0.00%
20% Money Market Mutual Funds 181,787,665 16.12% 0.00% 247,940,709 13.61% 4,034,781 7.98%
30% Municipal Debt - 0.00% 374,343,574 6.37% - 0.00% - 0.00%
20% Repurchase Agreement - 0.00% 0.00% - 0.00% - 0.00%
30% Supranationals - 0.00% - 0.00% - 0.00% - 0.00%
100% U.S. Treasuries 24,990,723 2.22% 1,193,703,069 20.32% 304,865,366 16.74% 12,987,645 25.72%
$ 1,127,901,842 100.00%|} $ 5,876,238,402 100.00%{| $ 1,821,324,948 100.00%| $ 50,485,713 100.00%
. R - Compliance Category Coun Educational John Wayne Airport Investment
i Poicy Gt (YesiNo) Money MarktZt Fund Extended Fund Money Market Fund g Fur:d
Percentage Limits
5% Issuer Limit Yes Yes Yes Yes
20% Money Market Mutual Fund Issuer Yes® N/A Yes Yes
50% @ Government Agencies Issuer Yes Yes Yes Yes
See Above Diversification Limit Yes Yes Yes Yes
Maturity/Duration Limits
60 Days Weighted Average Maturity - Money Market Fund Yes/59.55 N/A Yes/57.65 N/A
90 Days W,i'f:;f:\ :nvte,_figz m:,‘:;ty - John Wayne Airport N/A NA NA Yes/79.92
>Merrill 1-3 Year Index+25% (2.35) | Duration® N/A Yes/1.32 NA N/A
13 Months/397 days Final Maturity - Money Market Fund Yes/336 N/A Yes/336 N/A
15 Months/456 days Final Maturity - John Wayne Airport Investment Fund NA NA N/A Yes/328
5 Years/1826 days Final Maturity - Extended Fund N/A Yes/1081 N/A N/A
Quality Limits
A-1/> A MMF Short Term/Long Term Yes N/A Yes Yes
> A-1/P-1/F2 Short Term Debt/No Split Ratings Yes N/A Yes Yes
A-1/> AA D Extended Fund Short Term/Long Term N/A Yes® N/A N/A
Approved Issuer List Authorized Issuer Yes Yes Yes Yes
Broker/Dealer List Authorized Financial Dealer/Institution Yes Yes Yes Yes
0.995 - 1.005 Net Asset Value - Money Market Fund and JWA Yes/0.9999 N/A Yes/1.000 Yes/0.9999

(1) All investments are marked to market in compliance with the narrow valuation range prescribed by the IPS and market values are provided by Bloomberg Professional Services and Northem Trust.
{2) Excludes US Government Debt per IPS policy approved by the Board of Supervisors on November 22, 2016.
{3) Rating Agency requirements limit investment in each Money Market Mutual Fund to 10%.
{4) GSE issuers rated 'AA-" or higher with final maturities of 30 days or less are excluded from the calculation of the 50% limit.
(5) IPS states all pools, except short-term pools, shall have an effective duration not to exceed a leading 1-3 year index +25%. Duration provided above (1.32) is a modified duration which does not take into consideration all embedded options

such as calfable bonds or mortgage backed bonds. This presentation is not considered materially differnet from the effective duration requirement specified in IPS.
(6) Securities issued by Berkshire Hathaway Inc and Royal Bank of Canada NY were rated above 'AA' at the time of purchase and are in compliance with 1PS.

NA Not applicable

Note: Compliance exceptions, if any, are noted by red shading for the specific IPS guideline and investment pool.
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ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POLICY (IPS) AND TREASURY OVERSIGHT COMMITTEE (TOC) COMPLIANCE SUMMARY
June 30, 2017

PERFORMED
COMPLIANCE CATEGORY BY REGULATORY/POLICY GUIDELINES CURRENT STATUS
Annual Compliance Audit ACIA Performance Evaluation-Cal Govt. Code 27134 Annual audit of calendar year 2015 completed.

Quarterly Schedule of Assets Review ACIA Performance Evaluation-Cal Govt. Code 26920(a) March 31, 2017 in progress.

Annual Schedule of Assets Audit ACIA Performance Evaluation-Cal Govt. Code 26920(b) Annual audit as of June 30, 2016 completed.

Quarterly Continuous Compliance Auditing ACIA TOC Directive June 30, 2017 in progress.

Treasury Administrative Fee TTC Compensation Agreement-Cal Govt. Code 27013 Annual review of fees for FY 14/15 and FY 15/16 in progress.

Annual Broker/Dealer Review TTC Authorized Financial Dealers and Qualified Institutions Annual review of calendar year 2016 in progress.

Annual Broker/Dealer IPS Certification TIC Authorized Financial Dealers and Qualified Institutions All 2017 IPS certifications received for active approved brokers (one broker removed).

1PS Compliance Deficiencies T1C Investment/Diversification/Maturity Restrictions/Form 700  {FY 16/17 identified one compliance incident as of June 30, 2017 {see Conflict of Interest below)
The TOC reviewed Bylaws and made one change at the October 18, 2016 meeting. The BOS

TOC Bylaw Changes BOS TOC Review and BOS Annual Approval approved on November 22, 2016.
The TOC reviewed proposed 1PS changes at the October 19, 2016 meeting and did not make any

Annual IPS Approval BOS TOC Review and BOS Annual Approval additional changes. The BOS approved on November 22, 2016.

TOC Annual Report BOS TOC Bylaws Rule 30 - Oral and Written Report The TOC 2016 Annual Report was presented to BOS on February 28, 2017.
The TOC members were provided a list of active TTC Broker/Dealers and Financial Institutions at the

Broker/Financial institution List T7C OC Gift Ban Ordinance and Form 700 TOC meeting on October 19, 2016.

Certificates of Compliance TTC TOC Bylaws Rule 34 - Annual The TOC members are in compliance for calendar year 2017.

Ethics Training TTC TOC Bylaws Rule 34 - Every Two Years The TOC members are in compliance for calendar year 2016 (one submitted in January 2017).
All TOC members and designated employees are in compliance for calendar year 2016. A designated

Conflict of Interest Form 700 Filing TTC TOC Bylaws Rule 34 / IPS - Every Year employee submitted an Assuming Office Statement in calendar year 2017 late.

LEGEND

Auditor-Controller Internal Audit ACIA

Board of Supervisors BOS

iTreasurvaersight Committee TOC

]Ofﬁce of Treasurer-Tax Collector TTC
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Orange County Treasurer-Tax Collector
Noncompliance Detail
For the Month Ended June 30, 2017

During June, the Orange County Investment Pool (OCIP), the Orange County
Educationa