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Committee Members 
Andrew Do, Chairman 
Steve Jones, Vice Chairman 
Michael Hennessey 
Richard Murphy 
Miguel Pulido 
Todd Spitzer 
Michelle Steel 
 

Orange County Transportation Authority  
Headquarters 

550 South Main Street 
Board Room – Conf. Room 07 

Orange, California 
Wednesday, December 13, 2017 at 10:30 a.m. 

 
 

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 
Committee Vice Chairman Jones 
 
1. Public Comments 
 

Special Calendar 
 

There are no Special Calendar matters. 
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Consent Calendar (Items 2 through 11) 
 
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 
 

Approval of the minutes of the Finance and Administration Committee of 
November 8, 2017. 

 
3. Internal Audit Policy 
 Janet Sutter 
 
 Overview 
 

A revised Internal Audit Policy has been prepared to better define the roles 
and responsibilities of the Internal Audit Department and management as 
they relate to follow-up reviews of outstanding recommendations. The 
Internal Audit Policy includes the procedures and protocols for the conduct 
and reporting of internal audit activities. 
 

 Recommendation 
 
 Direct staff to implement the Internal Audit Policy, as revised. 
 
4. Orange County Transportation Authority, Proposition 1B Bond 

Programs 
 Janet Sutter 
 
 Overview 
 

The California Department of Finance has conducted an audit of                          
Proposition 1B funds awarded to the Orange County Transportation 
Authority for Sand Canyon Grade Separation, Orangethorpe Avenue                          
Grade Crossing, Tustin Avenue and Rose Drive Overcrossing,                         
Kraemer Boulevard Undercrossing, Placentia Avenue Undercrossing, and 
Oso Parkway Widening. The audit report includes two observations related 
to the reporting of project benefits and timely submission of Final Delivery 
Reports.  
 

 Recommendation 
 
 Receive and file as an information item. 
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5. Orange County Transportation Authority Investment and Debt 

Programs - October 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 October 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.  
 
6. Fiscal Year 2017-18 First Quarter Budget Status Report 
 Anthony Baruch/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority’s staff has implemented the 
fiscal year 2017-18 budget.  This report summarizes the material variances 
between the budget and actual revenues and expenses through the first 
quarter of fiscal year 2017-18.  
 

 Recommendation 
 
 Receive and file as an information item. 
 
7. Fiscal Year 2017-18 First Quarter Grant Reimbursement Status Report 
 Rene I. Vega/Andrew Oftelie 
 
 Overview 
 

The Quarterly Grant Reimbursement Status Report summarizes grant 
activities for the Orange County Transportation Authority Board of Directors. 
This report focuses on activity for the period of July through                          
September 2017.   

 
 Recommendation 
 
 Receive and file as an information item. 
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8. Orange County Treasurer’s Management Report - October 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 October 31, 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. 
 
9. Local Agency Investment Fund - October 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 October 31, 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.  
 
10. Amendment to Agreement for Internet Service 
 Michael Beerer/Andrew Oftelie 
 
 Overview 
 

On June 2, 2014, the Orange County Transportation Authority entered into 
an agreement with CenturyLink, Inc. (formerly TW Telecom and                          
L3 Communications LLC) to provide internet connectivity services for a 
five-year term effective September 1, 2014 through August 31, 2019.  An 
amendment to the existing agreement is needed for increased internet 
bandwidth. 
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10. (Continued) 
 
 Recommendation 
 

Authorize the Chief Executive Officer to negotiate and execute                           
Amendment No. 3 to Agreement No. C-4-1396 between the Orange County 
Transportation Authority and CenturyLink, Inc., in the amount of $32,000, to 
provide increased internet bandwidth.  This will increase the maximum 
obligation of the agreement to a total contract value of $129,786.  

 
11. Update on the Loan Agreements with the Cities of Anaheim, Buena 

Park, Placentia, and the West Orange County Water Board 
 Sam Kaur/Andrew Oftelie 
 

 Overview 
 

The Orange County Transportation Authority Board of Directors has 
authorized loan agreements with the cities of Anaheim, Buena Park, 
Placentia, and the West Orange County Water Board.  Per Board of 
Directors direction, staff will provide annual updates on the status of the 
agreements. 

 
 Recommendation 
 
 Receive and file as an information item. 
 

Regular Calendar 
 
12. Agreements for Investment Management Services 
 Rodney Johnson/Andrew Oftelie 
 
 Overview 
 

Consultant services are needed to provide investment management 
services of the Orange County Transportation Authority’s $1.3 billion of 
operating monies in the short-term portfolio. Proposals were received in 
accordance with the Orange County Transportation Authority’s procurement 
procedures for professional and technical services.  Board of Directors’ 
approval is requested to select firms to provide investment management 
services.  
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12. (Continued) 
 
 Recommendations 
 

A. Approve the selection of Chandler Asset Management, Inc.;                          
Logan Circle Partners, L.P.; Payden & Rygel; and PFM Asset 
Management LLC, as the firms to provide investment management 
services in the aggregate amount of $8,995,608. 

 
B. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-7-1813 between the Orange County Transportation 
Authority and Chandler Asset Management, Inc., to provide 
investment management services for a five-year initial term effective 
through December 31, 2022, with two, two-year option terms.   

 
C. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-7-2062 between the Orange County Transportation 
Authority and Logan Circle Partners, L.P., to provide investment 
management services for a five-year initial term effective through 
December 31, 2022, with two, two-year option terms. 

 
D. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-7-2063 between the Orange County Transportation 
Authority and Payden & Rygel, to provide investment management 
services for a five-year initial term effective through                          
December 31, 2022, with two, two-year option terms. 

 
E. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-7-2064 between the Orange County Transportation 
Authority and PFM Asset Management LLC, to provide investment 
management services for a five-year initial term effective through 
December 31, 2022, with two, two-year option terms. 

 
F. Approve the selection of US Bancorp Asset Management, Inc.;                          

State Street Global Advisors; and Western Asset Management 
Company, as the firms to be placed on a secondary list of on-call 
firms to provide investment management services. 
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Discussion Items 
 
13. Chief Executive Officer's Report 
 
14. Committee Members' Reports 
 
15. Closed Session 
 

There are no Closed Session items scheduled. 
 
16. Adjournment 
 

The next regularly scheduled meeting of this Committee will be held at 
10:30 a.m. on Wednesday, January 10, 2018, at the Orange County 
Transportation Authority Headquarters, 550 South Main Street,                 
Board Room - Conference Room 07, Orange, California. 
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Committee Members Present Staff Present 
Steve Jones, Vice Chairman 
Michael Hennessey 
Richard Murphy 
Michelle Steel 
 
Committee Members Absent 
Andrew Do, Chairman 
Miguel Pulido 
Todd Spitzer 
 

Darrell Johnson, Chief Executive Officer 
Ken Phipps, Deputy Chief Executive Officer 
Laurena Weinert, Clerk of the Board 
Gina Claridge, Deputy Clerk of the Board  
Cassie Trapesonian, Associate General Counsel 
OCTA Staff and Members of the General Public 
 

 

Call to Order 
 
The November 8, 2017 regular meeting of the Finance and Administration 
Committee was called to order by Committee Vice Chairman Jones at 10:34 a.m. 
 

Pledge of Allegiance 
 
Director Steel led in the Pledge of Allegiance. 
 
1. Public Comments 
 

Special Calendar 
 

There were no Special Calendar matters. 
 

Consent Calendar (Items 2 through 6) 
 
2. Approval of Minutes 
 

A motion was made by Director Steel, seconded by Director R. Murphy, to 
approve the minutes of the Finance and Administration Committee of 
October 25, 2017. 

 
3. Employee Health Benefits, Internal Audit Report No. 17-506 
 

A motion was made by Director Steel, seconded by Director R. Murphy, and 
declared passed by those present, to direct staff to implement three 
recommendations provided in Employee Health Benefits, Internal Audit 
Report No. 17-506. 
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4. Environmental Mitigation Program Endowment Fund Investment 

Report for September 30, 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. 

 
5. Property Insurance Policy Renewal 
 

A motion was made by Director Steel, seconded by Director R. Murphy, and 
declared passed by those present, to authorize the Chief Executive Officer 
to issue Purchase Order No. A38332, in the amount of $550,000, to                
Marsh Risk and Insurance Services, Inc. to purchase property insurance on 
behalf of the Orange County Transportation Authority for the policy period of 
December 1, 2017 to December 1, 2018. 

 
6. Orange County Employees Retirement System Early Payment               

For Fiscal Year 2018-19 
 

Director R. Murphy pulled this item to inquire if there are any other 
pre-payment opportunities that the Orange County Transportation Authority 
(OCTA) can take advantage of in order to save money. 
 
Andrew Oftelie, Executive Director of Finance and Administration, 
responded that currently there are no other early payment opportunities 
available. 
 
Board Chairman Hennessey acknowledged staff for taking advantage of this 
pre-payment opportunity.  
 
A motion was made by Director R. Murphy, seconded by Director Steel, and 
declared passed by those present, to authorize the early payment of 
approximately $23.3 million by January 16, 2018, to the Orange County 
Employees Retirement System, for member contributions for                                  
fiscal year 2018-19. 

 

Regular Calendar 
 
7. Fiscal Year 2016-17 Comprehensive Annual Financial Report and               

91 Express Lanes Fund Financial Statements 
 

Andrew Oftelie, Executive Director of Finance and Administration, provided 
opening comments and a brief update on this item, as well as introduced                
Roger Alfaro, Partner, Vavrinek, Trine, Day and Company, LLP. 
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7. (Continued) 
 

Mr. Alfaro reported on the following: 
 

 Process focuses heavily on OCTA’s internal controls. 

 Risk assessment and planning process to identify key controls that 
OCTA has in place, including: 
 
o Payroll 
o Revenue recognition 
o Treasury and investment management 
o Accounts Payable management 
o Financial reporting and process used to produce financial 

statements 
 

 No deficiencies were identified in the internal controls that would be 
considered material weaknesses. 

 No difficulties were encountered during the audit. 
 
A short discussion ensued, and Mr. Oftelie thanked several OCTA staff for 
their efforts and countless hours spent to ensure the Comprehensive Annual 
Financial Report was delivered on time.   
 
A motion was made by Director R. Murphy, seconded by                                   
Board Chairman Hennessey, and declared passed by those present, to 
receive and file the fiscal year 2016-17 Comprehensive Annual Financial 
Report and 91 Express Lanes Fund Financial Statements. 
 

Discussion Items 
 
8. Chief Executive Officer's Report 
 

 On Tuesday, November 7th, OCTA hosted its annual Veteran’s Day 
event. There were 95 employees who were recognized for serving in 
the military; as well as 15 employees with children or grandchildren 
who served our country. Directors Shaw and Winterbottom also 
participated in the event.   

 

 On Saturday, November 11th at 9:00 a.m., OCTA is hosting a 
wilderness hike at the Ferber Ranch Preserve in Trabuco Canyon to 
give the public an opportunity to view the open space property.   
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8. (Continued) 

 

  Darrell Johnson, CEO, provided opening remarks and introduced 
Andrew Oftelie, Executive Director of Finance and Administration, 
who provided a brief overview on the Orange County Employees 
Retirement System Board of Directors action on lowering the 
long-term investment earnings assumption from 7.25 to 7.00 percent, 
the rates for employees will go up along with the unfunded liability for 
OCTA.  Mr. Oftelie stated that staff will provide more information to 
the Committee in the future. 

 
9. Committee Members' Reports 
 

There were no Committee Members’ reports. 
 
10. Closed Session 
 

There were no Closed Session items scheduled. 
 
11. Adjournment 
 

The meeting adjourned at 10:52 a.m. 
 
The Wednesday, November 22, 2017 meeting of this Committee has been 
cancelled.   
 
The next regularly scheduled meeting of this Committee will be held at              
10:30 a.m. on Wednesday, December 13, 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 

 

Steve Jones 
Committee Vice Chairman 

 



 

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit Department 
 
Subject: Internal Audit Policy 
 
 
Overview 
 
A revised Internal Audit Policy has been prepared to better define the roles and 
responsibilities of the Internal Audit Department and management as they relate 
to follow-up reviews of outstanding recommendations. The Internal Audit Policy 
includes the procedures and protocols for the conduct and reporting of internal 
audit activities. 
 
Recommendation  
 
Direct staff to implement the Internal Audit Policy, as revised. 
 
Background 
 
The Internal Audit Department (Internal Audit) of the Orange County 
Transportation Authority (OCTA) is an independent appraisal function whose 
purpose is to examine and evaluate OCTA’s projects, programs, operations, and 
activities to assist management and the Board of Directors in the effective 
discharge of their duty to safeguard the assets of OCTA and ensure those assets 
are used in an efficient and effective manner. 
 
The Internal Audit Policy (Policy) was originally developed to clarify the roles, 
responsibilities, and protocols for audit activities within OCTA. On 
October 25, 2017, the Finance and Administration Committee provided direction 
to Internal Audit to enhance procedures to ensure more detailed and escalated 
reporting of audit recommendations that remain outstanding over twelve months.  
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Discussion 
 
The Policy has been enhanced to include requirements for more detailed and 
escalated reporting of the status of outstanding audit recommendations. 
Specifically, each quarterly update to the Internal Audit Plan includes an exhibit 
reflecting the status of implementation of outstanding audit recommendations 
which are reviewed by Internal Audit every six months until satisfactorily 
addressed by management. The Policy now includes reporting to the Chief 
Executive Officer any audit recommendations outstanding over 12 months and 
inclusion of management’s explanation for the delay, along with an estimate as 
to the percentage progress toward completion. Audit recommendations involving 
outside agencies that remain outstanding over 12 months without progress will 
be reported to the Finance and Administration Committee during presentation of 
the quarterly update. 
 
Summary 
 
The Internal Audit Policy has been revised to better define the roles and 
responsibilities of Internal Audit and management as they relate follow-up 
reviews of outstanding recommendations. 
 
Attachment 
 
A. Internal Audit Policy 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 
 
 
 

Janet Sutter Janet Sutter 
Executive Director, Internal Audit 
714-560-5591 

Executive Director, Internal Audit 
714-560-5591 
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Executive Office 
 

 

   

 Chief Executive Officer    
     

INTERNAL AUDIT POLICY 
   
Policy#: EO-IA-220.01-INTERNAL  Origination 

Date: 
03/01/2009  Revised Date: 10/25/2017  

         
 

 

I. PURPOSE 

The purpose of this policy is to establish the methods, guidelines and accountability for 
the Orange County Transportation Authority’s (OCTA) Internal Audit Department. 

II. ORGANIZATIONAL UNITS AFFECTED 

This policy applies to all OCTA employees. 
 
The Executive Director of Internal Audit is responsible for the administration of this policy; 
OCTA’s Chief Executive Officer is responsible for ensuring cooperation between the 
Internal Audit Department and management in the execution of this policy. Management 
is responsible for establishing and enforcing adequate internal controls, responding to 
audit findings and recommendations, and the timely implementation of corrective action 
related to deficiencies identified in audit reports. 

III. POLICY 

It is the policy of OCTA to establish, maintain, and support an Internal Audit Department 
for the purpose of independent appraisal of OCTA operations. The Internal Audit 
Department will examine and evaluate financial, administrative, and operational activities 
of OCTA and supply management with information and recommendations to assist them 
in effective and efficient control of OCTA assets and operations. The Internal Audit 
Department will report the results of its activities to management and the Board of Directors 
(Board) to assist in the effective discharge of their fiduciary responsibilities. Internal Audit 
will refer to this policy at the outset of each audit engagement. 

IV. DEFINITIONS 

Not applicable. 
 
V. PROCEDURE 

A. Implementation of Policy 

The Executive Director of Internal Audit will implement this policy through activities 
including, but not limited to, the following: 

1. Developing and executing a risk-based annual audit plan that incorporates 
evaluations of OCTA’s internal accounting and operating controls, its 
safeguarding of assets, its compliance with contracts, laws and regulations, and  
its compliance with established OCTA policies and procedures. 

2. Provide reports on the results of all audit activities to management and the Board. 

 

tlepe
Textbox
ATTACHMENT A
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3. Provide reports of quarterly audit activity to the Board, including the status of the 
implementation of all audit recommendations, as follows: 

a. Audit recommendations related to OCTA operating divisions and/or outside 
agencies that remain outstanding over 12 months will be reported to the Chief 
Executive Officer, and will be detailed in the next quarterly audit plan update to the 
F&A Committee. For recommendations outstanding over 12 months, 
management’s explanation for the delay in implementation, and an estimate as to 
the percentage progress towards completion, will be added to the quarterly audit 
plan update.  

b. Audit recommendations involving outside agencies that remain outstanding over 
12 months without progress, will include additional detail in the next quarterly audit 
plan update to include management’s explanation for the delay in implementation 
and an estimate as to the percentage progress towards completion. Also, these 
items will be specifically outlined to the Finance and Administration Committee 
during presentation of the quarterly audit plan update.   

c. The status of recommendations related to annual financial statement audits will be 
provided by the independent financial statement audit firm each year.  

4. Conducting ad-hoc reviews at the request of the Board, or other investigations or 
examinations related to fraud, illegal acts, violations of provisions of contracts or 
grant agreements, waste or abuse. 

5. Coordinate and monitor audits by external auditors, including those conducted by 
independent financial statement auditors and state and federal officials. 

6. Comply with Government Auditing Standards, as prescribed by the Comptroller 
General of the United States, and all other relevant and authoritative audit 
guidance. 

7. Develop and maintain Internal Audit Department policies and procedures that 
comply with Government Auditing Standards. 

8. Manage a professional audit staff with sufficient knowledge, skills, experience, and 
professional credentials to maintain compliance with Government Auditing 
Standards. 

9. Develop and monitor a quality assurance program for the Internal Audit 
Department and contracting for a triennial Quality Assurance (Peer) Review of the 
Internal Audit Department. 

10. Assist the Finance and Administration Committee of the Board in fulfilling its audit 
oversight responsibilities, as specified in “Audit Responsibilities of the Finance and 
Administration Committee” affirmed annually by the Board. 
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B. Audit Protocols in Executing Annual Audit Plan 

In executing its annual audit plan, the Internal Audit Department will employ protocols 
designed to clarify and provide consistency to the audit process.  These protocols are 
in no way meant to restrict audit objectives, scope or access to records or information. 

1. Audit Notification Memorandum: An introductory memorandum from Internal Audit 
will be prepared and sent to the executive director responsible for the project or 
program subject to audit. The introductory memorandum will: 

a. Identify the project, program, or activities to be audited; 

b. Identify the preliminary audit objectives 

c. Inform the recipient that an entrance conference will be scheduled 

2. Planning:  During the planning process, the auditor will gain an understanding of 
the project or program to be audited. Planning, also referred to as survey work, 
includes review of relevant policies and procedures, contracts and financial 
information. Planning also includes interviews of key personnel. Planning is  
designed to assess risk and controls and define audit objectives and scope.  Audit 
objectives reflect Internal Audit’s goals in conducting the audit and may include 
elements such as ensuring adequate internal controls exist to protect OCTA 
assets, ensuring that there is compliance with agreement terms, or ensuring that 
a program is carried out in an efficient and effective manner.  Audit scope refers 
to the nature, timing and extent of detailed tests of underlying transactions. 

3. Entrance Conference: An entrance conference will be scheduled.  Invitations will 
be extended to the executive director or his/her designee, the department 
manager, and any relevant staff (collectively, audit participants). The purpose of 
the entrance conference is to: 

a. Introduce Internal Audit Department staff members who will perform the audit 

b. Identify the project or program contact person with whom Internal Audit will 
work 

c. Identify key documents or other information related to the project or program 

d. Discuss preliminary audit objectives, scope and/or other areas of concern 

e. Discuss audit timing and the final audit reporting process 

4. Audit Fieldwork:  Audit fieldwork generally includes detailed tests of internal 
controls and transactions. During the course of conducting fieldwork, 
Internal Audit Department staff will advise the Executive Director of Internal Audit 
of any significant findings or concerns, including those which will require a 
significant deviation from, or additions to, the planned objectives or scope of the 
audit. Internal Audit will communicate such scope changes or significant findings 
to management. 
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5. Draft Report: A preliminary draft audit report will be circulated to all audit 
participants prior to the exit conference. Draft reports are considered unofficial 
working papers, subject to revisions and will, therefore, remain restricted, in use 
and distribution, to the Internal Audit Department and audit participants. 

6. Exit Conference: An exit conference will be held with audit participants.  
The purpose of the exit conference is to: 

a. Confirm the accuracy of all information presented in the draft report 

b. Determine if pertinent information and data has been considered                                                                                                                                                              

c. Answer questions about the recommendations and findings 

d. Discuss proposed revisions or changes 

e. Discuss the audit responses and identify an agreed upon due date for 
responses to be provided 

f. Discuss input or suggestions regarding the audit process 

7. Final Draft: Following the exit conference, agreed-upon revisions will be made to 
the draft report and the report will be re-circulated to audit participants. 

8. Responses to Recommendations: Responses to audit recommendations will be 
prepared by management and submitted to Internal Audit. In general, responses 
should state whether or not management agrees with the findings and 
recommendations. Responses should be specific as to what changes will be 
implemented and target completion dates for implementation should also be 
provided. The Chief Executive Officer will be advised of any significant findings 
and recommendations for which there is disagreement between management and 
Internal Audit concerning fact, finding, or recommendation. 

9. Report Distribution: Responses to audit recommendations will be incorporated into 
the final draft report and the audit report will be issued to all audit participants. 

10. The Executive Director of Internal Audit will prepare and circulate a draft staff 
report to management, along with the date the audit report will be included on the 
Finance and Administration Committee agenda. 

C. Follow-Up Reviews and Ad-hoc Audit Requests 

Follow-up audits, generally conducted six months after the issuance of an audit report, 
and every six months thereafter until all recommendations have been satisfactorily 
addressed, will include a notification memorandum and periodic closeout 
memorandums addressed to management. Memorandums related to audit 
recommendations that have not been adequately addressed by management after 12 
months will be copied to the Chief Executive Officer and the circumstances detailed in 
the following quarterly audit plan update to the F&A Committee. 
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From time to time, management or the Board of Directors may request ad-hoc audits 
or reviews of projects, programs or activities. Protocols for such audits or reviews will 
be consistent with those enumerated above. Reports issued pursuant to these 
requests will be provided to the Finance and Administration Committee and included 
in Internal Audit’s quarterly reports to the Board of Directors. 

D. Fraud, Illegal Acts, Violations of Provisions of Contracts or Grant Agreements, Waste    
or Abuse Investigations  

Government Auditing Standards prescribe internal auditors’ responsibilities for 
considering fraud, illegal acts, violations of provisions of contracts or grant 
agreements, waste or abuse during their planning for, and execution of, audits.  
The Internal Audit Department will conduct investigations of all identified or alleged 
instances of fraud, illegal acts, violations, waste or abuse and document the disposition 
in audit workpaper files. Where Internal Audit concludes, based on sufficient, 
appropriate evidence, that fraud, illegal acts, significant violations of provisions of 
contracts or grant agreements, or significant abuse either has occurred or is likely to 
have occurred, the matter(s) will be reported to management, Chief Executive Officer, 
and/or the Board of Directors, as appropriate, for suitable action. 

The Internal Audit Department will be responsible for managing OCTA’s Fraud Hotline. 
All reported instances of fraud, illegal acts, violations of provisions of contracts or grant 
agreements, waste or abuse will be investigated and disposition documented in the 
Ethicspoint system and hard copy files maintained by Internal Audit. Internal Audit will 
communicate results of these investigations to management, Chief Executive Officer, 
and/or the Board of Directors as appropriate under the circumstances. 

E. Independence and Record Access 

As a means of ensuring independence, the Internal Audit Department will report to the 
Chief Executive Officer and Board. Internal Audit shall have full, free, and unrestricted 
access to all operations, records, property, and personnel within OCTA.  

All employees will cooperate fully in making available material or information requested 
by an internal auditor. 

The Internal Audit Department shall have no authority over, or responsibility for, any 
of the activities audited, and shall not perform any functions that might require 
subsequent audit. 

The Board has authorized the Internal Audit Department to perform, or sanction others 
to perform, internal audits within OCTA. Therefore, only personnel within the Internal 
Audit Department should be referred to as internal auditors and only their work should 
be referred to as internal audit activities. OCTA employees performing work involving 
review and verification of various aspects of OCTA operations should not be referred 
to as auditors and their work should not be referred to as audits or audit activities. 
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All external audits of OCTA will be coordinated through or with the Executive Director 
of Internal Audit, including audits conducted by state, federal, or local officials.  From 
time to time, the Internal Audit Department will retain the services of audit consultants 
to supplement internal audit staff and assist with internal audits and reviews. Audit 
consultants will be selected using OCTA’s approved procurement process, and will 
comply with this policy. 

The Contracts Administration and Materials Management Department will ensure that 
provision is made in all contracts and agreements for examinations by Internal Audit 
of the counterparty’s books and records relating to such contracts and agreements. 
 

VI. EXCEPTIONS 

Not applicable. 
 

VII. PROVISIONS AND CONDITIONS 

Not applicable. 
 

VIII. RELATED DOCUMENTS 

Not applicable. 
 

END OF POLICY 



 

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit 
 
Subject: Orange County Transportation Authority, Proposition 1B Bond 

Programs 
 
 
Overview 
 
The California Department of Finance has conducted an audit of Proposition 1B 
funds awarded to the Orange County Transportation Authority for Sand Canyon 
Grade Separation, Orangethorpe Avenue Grade Crossing, Tustin Avenue and 
Rose Drive Overcrossing, Kraemer Boulevard Undercrossing, Placentia Avenue 
Undercrossing, and Oso Parkway Widening. The audit report includes two 
observations related to the reporting of project benefits and timely submission of 
Final Delivery Reports.  
 
Recommendation  
 
Receive and file as an information item. 
 
Background 
 
The Orange County Transportation Authority (OCTA) was awarded a total of 
$110.8 million in Proposition 1B Program funds for the Sand Canyon Grade 
Separation Project, Orangethorpe Avenue Grade Crossing, Tustin Avenue and 
Rose Drive Overcrossing, Kraemer Boulevard Undercrossing, Placentia Avenue 
Undercrossing, and Oso Parkway Widening project.  
 
Under an agreement with the California Department of Transportation (Caltrans), 
the Department of Finance (DOF) performs audits to determine whether 
expenditures were incurred and reimbursed in compliance with the executed 
project agreements, Caltrans program guidelines, and applicable state and 
federal regulations, whether outputs were consistent with the project scopes and 
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schedules, and whether outcomes were achieved and adequately reported in 
Final Delivery Reports (FDR’s).  
 
The audit was conducted on-site beginning in February 2017, and a final report 
was issued on October 27, 2017. 
 
Discussion 
 
The DOF concluded that expenditures were incurred and reimbursed in 
compliance with executed agreements, Caltrans guidelines, and applicable state 
and federal regulations; however, the DOF outlined two observations related to 
reporting of project benefits/outcomes and timeliness of FDR’s.  
 
First, the DOF reported that project benefits/outcomes outlined in the FDR’s for 
two projects were not accurate. Follow-up with the DOF and Caltrans confirmed 
this conclusion to be misstated. Rather, DOF noted that the baseline agreements 
for two grade separation projects included specific estimates of emissions 
reductions developed by the Air Quality Management District (AQMD); however, 
FDR’s only included general statements confirming that emissions were 
reduced. The DOF recommended that supplemental FDR’s be submitted which 
reflect post-project emission metrics. Management disagreed and noted that 
guidelines do not require project sponsors to report specific metrics and 
explained that the regional model used to produce estimates changes over time 
and, therefore, would not be comparable to estimates derived several years 
prior. Management explained that project benefits are consistent with the 
baseline agreement and are self-evident because idling vehicles no longer wait 
for trains to pass. Further, the AQMD has consistently recognized the air quality 
benefits of grade separation projects. Internal Audit staff agrees with 
management’s response and contacted Caltrans regarding the matter. Caltrans 
advised that a supplemental FDR with the existing assertions as to emissions 
reductions would be acceptable. OCTA staff have indicated that these FDR’s will 
be resubmitted. 
 
DOF also reported that FDR’s for three projects were not submitted within six 
months of the projects becoming operable, as required. OCTA staff 
acknowledged the delay in submissions and agreed to file timely in the future.   
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Summary 
 
The DOF has conducted an audit of Proposition 1B funds awarded to OCTA for 
the following projects: Sand Canyon Grade Separation, Orangethorpe Avenue 
Grade Crossing, Tustin Avenue and Rose Drive Overcrossing, Kraemer 
Boulevard Undercrossing, Placentia Avenue Undercrossing, and Oso Parkway 
Widening. 
 
Attachment 
 
A. California Department of Finance Office of State Audits and Evaluations, 

Orange County Transportation Authority Proposition 1B Bond Programs 
Project Numbers 0000020636, 1213000168, 1200020231,1200020282, 
1200020248, and 1200020072 
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Janet Sutter Janet Sutter 
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BACKGROUND, SCOPE 

AND METHODOLOGY 

 
BACKGROUND  
 
California voters approved the Highway Safety, Traffic 
Reduction, Air Quality, and Port Security Bond Act of 
2006 (Proposition 1B) for $19.925 billion.  These 
bond proceeds finance a variety of transportation 
programs.  Although the bond funds are made 
available to the California Transportation Commission 
(CTC) upon appropriation by the Legislature, CTC 
allocates these funds to the California Department of 
Transportation (Caltrans) to implement various 
programs.1 

  
CTC awarded $6.6 million of Proposition 1B  
Highway-Railroad Crossing Safety Account (HRCSA) 
funds to the Orange County Transportation Authority 
(OCTA) for the Sand Canyon Grade Separation 
project (0000020636), which lowered Sand Canyon 
Avenue below the rail line.  CTC also awarded 
$1.2 million of Proposition 1B State Local Partnership 
Program (SLPP) funds to OCTA for the Oso Parkway 
Widening project (1213000168), which widened Oso 
Parkway from six to eight lanes from Interstate I-5 
and Country Club Drive in the City of Mission Viejo.  
 
Additionally, CTC awarded $103 million of Proposition 
1B Trade Corridors Improvement Fund (TCIF) funds 
to OCTA for the Orangethorpe Avenue Grade Crossing (1200020231), Tustin Avenue and 
Rose Drive Overcrossing (1200020282), Kraemer Boulevard Undercrossing (1200020248), and 
Placentia Avenue Undercrossing (1200020072) projects.  Projects 1200020248 and 
1200020072 are for the construction of underpasses below the main rail lines while projects 
1200020231 and 1200020282 are for the construction of overpasses over the main rail line. 2  
OCTA was required to provide a dollar-for-dollar match of local funds for projects 1213000168, 
1200020282, and 1200020072.  Construction for these projects is complete. 
 
SCOPE 
 
As requested by Caltrans, the California Department of Finance, Office of State Audits and 
Evaluations, audited the projects described in the Background section of this report.  The audit 
periods for the projects are identified in Appendix A.    
  

                                                
1  Excerpts were obtained from the bond accountability website https://bondaccountability.dot.ca.gov/  
2  Excerpts were obtained from the Project Programming Requests. 

PROGRAM DESCRIPTION1 
 

HRCSA:  $250 million of bond 
proceeds made available to the 
HRCSA to finance completion of 
high-priority grade separation and 
railroad crossing safety 
improvements. 

 

SLPP:  $1 billion of bond proceeds 
made available to the SLPP to 
finance a variety of eligible 
transportation projects nominated by 
applicant transportation agencies.  
For an applicant transportation 
agency to receive bond funds, 
Proposition 1B requires a dollar-for-
dollar match of local funds.  
 

TCIF:  $2 billion of bond proceeds 
made available to the TCIF to 
finance infrastructure improvements 
along corridors that have a high 
volume of freight movement.  

https://bondaccountability.dot.ca.gov/
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The audit objectives were to determine whether: 
 

 Proposition 1B expenditures were incurred and reimbursed in compliance with 
the executed project agreements, Caltrans/CTC’s program guidelines, and 
applicable state and federal regulations cited in the executed agreements. 
 

 Deliverables/outputs were consistent with the project scopes and schedules. 
 

 Benefits/outcomes, as described in the executed project agreements or approved 
amendments, were achieved and adequately reported in the Final Delivery 
Reports. 

 

For projects 1200020231 and 1200020248, our audit did not include the first bulleted audit 
objective stated above because Caltrans recently performed a fiscal review of these projects.  
Our audit scope was limited to determining whether deliverables/outputs were consistent with 
the project scopes and schedules, and whether benefits/outcomes, as described in the 
executed project agreements or approved amendments, were achieved and adequately 
reported in the Final Delivery Reports. 
 
At the time of our site visits in February 2017, construction for projects 0000020636, 
1200020231, and 1200020282 was complete.  However, since OCTA had not submitted the 
Final Delivery Reports for these projects at the time of our audit, we did not evaluate whether 
project benefits/outcomes were achieved or adequately reported.  Instead, we evaluated 
whether there was a system in place to report actual project benefits/outcomes. 
 
We did not assess the efficiency or effectiveness of program operations. 
 
OCTA’s management is responsible for ensuring accurate financial reporting; compliance with 
project agreements, state and federal regulations, and applicable program guidelines; and the 
adequacy of its job cost system to accumulate and segregate reasonable, allocable, and 
allowable expenditures.  CTC and Caltrans are responsible for the state-level administration of 
the programs.   
 
METHODOLOGY 
 
To achieve the audit objectives, we performed the following procedures: 
 
For All Projects 
 

 Examined the project files, project agreements, program guidelines, and 
applicable policies and procedures.   
 

 Evaluated whether project deliverables/outputs were met by reviewing supporting 
documentation and conducting site visits to verify project existence.   
 

 Evaluated whether project deliverables/outputs were completed on schedule by 
reviewing project files, project agreements or approved amendments, and Final 
Delivery Reports.  

 

  



 

3 

For Projects 0000020636, 1213000168, 1200020282, and 1200020072 
 

 Reviewed procurement records to ensure compliance with applicable local and 
state procurement requirements.  

 

 Selected a sample of expenditures to determine if they were project-related, 
properly incurred, authorized, and supported.   

 

 Reviewed a sample of contract change orders to ensure they were within the 
scope of the projects, properly approved, and supported.  
 

 Reviewed accounting records, progress payments, cancelled checks, and 
electronic fund transfer documents.  
 

 Evaluated whether other revenue sources were used to reimburse expenditures 
already reimbursed with bond funds.  

 

For Projects 1213000168, 1200020248, and 1200020072 
 

 Determined whether project benefits/outcomes were achieved by comparing 
actual project benefits/outcomes in the Final Delivery Reports with the expected 
project benefits/outcomes described in the executed project agreements or 
approved amendments.  
 

 Evaluated whether a sample of project benefits/outcomes were adequately 
reported in the Final Delivery Reports by reviewing supporting documentation. 

 

For Projects 0000020636, 1200020231, and 1200020282 
 

 Evaluated whether there is a system in place to report actual project 
benefits/outcomes. 

 

For Projects 1213000168, 1200020282, and 1200020072 
 

 Verified the match requirement was met.    
 

In conducting our audit, we obtained an understanding of internal control, including any 
information systems controls that we considered significant within the context of our audit 
objectives.  We assessed whether those controls were properly designed, implemented, and 
operating effectively.  Deficiencies in internal control that were identified during our audit and 
determined to be significant within the context of our audit objectives are included in this report. 
 
We conducted this performance 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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RESULTS 

 
Proposition 1B expenditures were incurred and reimbursed in compliance with the executed 
project agreements, Caltrans/CTC’s program guidelines, and applicable state and federal 
regulations cited in the executed agreements.  In addition, except as noted in Finding 2, project 
deliverables/outputs were consistent with the project scopes and schedules.  Although each of 
the projects were behind schedule, OCTA appropriately informed Caltrans and CTC of the 
delays.     
 
Also, except as noted in Finding 1, project benefits/outcomes were adequately reported in the 
Final Delivery Reports, and OCTA achieved the expected benefits/outcomes as described in the 
project agreements or approved amendments.  For projects 0000020636, 1200020231, and 
1200020282, there is a system in place to report actual benefits/outcomes, although OCTA 
does not always accurately report information as noted in Finding 1.  The Summary of Projects 
Reviewed is presented in Appendix A. 
 
Finding 1:  Incorrect Reporting of Project Benefits/Outcomes  
 
The project benefits/outcomes approved by Caltrans/CTC were not adequately reported in the 
Final Delivery Reports.  Specifically, OCTA reported benefits for emissions reduction that were 
different than those approved in the baseline agreements for projects 1200020248 and 
1200020072.  The baseline agreements for these projects required reductions in specific 
emissions, such as a reduction in CO of 2.82 kg/day.  OCTA was unaware of the requirement to 
report specific emissions reduction and instead reported a general statement that idling vehicle 
emissions were reduced. 
 
TCIF Guidelines, section 17, states that within six months of the project becoming operable, the 
implementing agency will provide a Final Delivery Report to CTC on the scope of the completed 
project, including performance outcomes derived from the project as compared to those 
described in the project baseline agreement.  Incomplete information on the Final Delivery 
Report decreases the transparency of the project outcomes and prevents CTC from reviewing 
the success of the projects based on the agreed upon projected benefits/outcomes. 
 
Recommendations: 

 

A. Read and review program guidelines to ensure a clear understanding of the 
requirements. 
 

B. Submit a Supplemental Final Delivery Report listing the pre and post comparable 
benefits and outcomes relating to emissions reduction.  Additionally, ensure 
future Final Delivery Reports have comparable pre and post benefits/outcomes.   
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Finding 2:  Final Delivery Reports Not Submitted Timely  
 
The Final Delivery Reports for projects 0000020636, 1200020248, and 1200020072 were not 
submitted to Caltrans within six months of the projects becoming operable (construction contract 
acceptance date).  The Final Delivery Report for project 0000020636 was due July 2016 and 
was not submitted to Caltrans until February 2017.1  The Final Delivery Reports for projects 
1200020248 and 1200020072 were due June 2015 and were not submitted until October 2016. 
 
According to OCTA, the Final Delivery Reports were delayed to ensure the reports would 
include all final expenditures and project deliverables.  OCTA was not aware that a 
Supplemental Final Delivery Report could be submitted to include revised expenditures and 
project deliverables.  Late submission of reports decreases transparency of the status of a 
project and prevents Caltrans/CTC’s ability to timely review the completed project’s scope, final 
costs, project schedule, and performance outcomes.   
 
The HRCSA Program Guidelines (2010), section 15, and TCIF Program Guidelines, section 17, 
require a Final Delivery Report within six months after the projects become operable.  The 
guidelines state a project becomes operable at the end of the construction phase when the 
construction contract is accepted.  For all these projects, the construction contracts have been 
accepted. 
 
Recommendations: 

 

A. Read and review program guidelines to ensure a clear understanding of the 
requirements. 
 

B. Submit all Proposition 1B project Final Delivery Reports to Caltrans within six 
months of the projects becoming operable. 

 

 
 

                                                
1  The Final Delivery Report for project 0000020636 was not available during our audit fieldwork; however, Caltrans  

confirmed receipt of the report in February 2017.   
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APPENDIX A 

 
The following acronyms are used throughout Appendix A.   
 

 California Department of Transportation:  Caltrans 

 California Transportation Commission:  CTC 

 Orange County Transportation Authority:  OCTA 

 Burlington Northern and Santa Fe Railway:  BNSF 

 Highway-Railroad Crossing Safety Account:  HRCSA 

 State Local Partnership Program:  SLPP 

 Trade Corridors Improvement Fund:  TCIF 
 

Summary of Projects Reviewed 
 

Project 
Number 

 Expenditures 
Reimbursed 

Project 
Status 

Expenditures 
In 

Compliance 

Deliverables/
Outputs 

Consistent 

Benefits/ 
Outcomes 
Achieved 

Benefits/ 
Outcomes 
Adequately 
Reported 

Page 

0000020636 $6,457,051 C Y Y  N/A2  N/A2 A-1 

1213000168 $1,204,000 C Y Y Y Y A-2 

1200020231 N/A1 C N/A1 Y N/A2 N/A2 A-3 

1200020282 $18,245,598 C Y Y N/A2 N/A2 A-4 

1200020248 N/A1 C N/A1 Y P P A-5 

1200020072 $9,299,039 C Y Y P P A-6 

 
Legend 
C = Complete 
Y = Yes 
P = Partial 
N/A1 = Not applicable; project expenditures were not audited  
N/A2 = Not applicable; Final Delivery Reports have not been submitted 
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  A-1 
Project Number: 0000020636 

 
Project Name: Sand Canyon Grade Separation 

 
Program Name: HRCSA 

 
Project Description: The project lowered Sand Canyon Avenue under the Southern 

California Regional Rail Authority Railway to provide a grade separated 
crossing.  The improvements also included the realignment and 
widening of the roadway from four to six lanes from the southbound I-5 
off-ramp to Laguna Canyon. 
 

Audit Period: January 1, 2014 through July 31, 20151 
 

Project Status: Construction is complete.   
 

Schedule of Proposition 1B Expenditures  
 

Proposition 1B Expenditures  Reimbursed 

Construction   $3,356,514 

Construction Engineering  3,100,537 

Total Proposition 1B Expenditures $6,457,051 
 

Audit Results:  
 
Compliance–Proposition 1B Expenditures 
Proposition 1B expenditures were incurred and reimbursed in compliance with the executed 
project agreements, Caltrans/CTC’s program guidelines, and applicable state and federal 
regulations cited in the executed agreements.     
 
Deliverables/Outputs  
The construction phase of the project was completed in January 2016.  At the time of our site 
visit in February 2017, project deliverables/outputs were consistent with the project scope.  
However, the project was behind schedule and completed 36 months late.  OCTA appropriately 
updated Caltrans and CTC of the delay.  Additionally, the project Final Delivery Report was due 
in July 2016 and was not submitted to Caltrans until February 2017.  
 
Benefits/Outcomes  
Actual benefits/outcomes could not be confirmed since the Final Delivery Report had not been 
reviewed by Caltrans as of March 2017, our audit fieldwork completion date.  Caltrans 
confirmed receipt of the report in February 2017.  Although there is a system in place to report 
actual project benefits/outcomes, OCTA does not always accurately report information as noted 
in Finding 1.  
 
 

 
 

  

                                                
1  The audit period end date reflects the billing period end date of the last reimbursement claim submitted to Caltrans. 
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  A-2 
Project Number: 1213000168 

 
Project Name: Oso Parkway Widening 

 
Program Name: SLPP 

 
Project Description: The project widened Oso Parkway from six to eight lanes from 1-5 to 

Country Club Drive, relocated utilities, curbs and sidewalks, modified 
Oso Creek crossing, installed a retaining wall on the south side of 
Oso Parkway, modified traffic signals, adjusted the grade of street 
cross section and profile to accommodate the street widening, and 
improved medians and parkways. 
 

Audit Period: October 3, 2013 through October 23, 20152 
 

Project Status: Construction is complete.   
 

Schedule of Proposition 1B Expenditures  
 

Proposition 1B Expenditures  Reimbursed 

Construction  $1,204,000 

Total Proposition 1B Expenditures $1,204,000 
 

Audit Results:  
 
Compliance–Proposition 1B Expenditures 
Proposition 1B expenditures were incurred and reimbursed in compliance with the executed 
project agreements, Caltrans/CTC’s program guidelines, and applicable state and federal 
regulations cited in the executed agreements.  Additionally, the match requirement was met.   
 
Deliverables/Outputs  
The construction phase of the project was completed in December 2015.  At the time of our site 
visit in February 2017, project deliverables/outputs were consistent with the project scope.  
However, the project was behind schedule and completed six months late.  OCTA appropriately 
updated Caltrans and CTC of the delay.  
  
Benefits/Outcomes  
Project benefits/outcomes were adequately reported in the Final Delivery Report.  Additionally, 
OCTA achieved the expected benefits/outcomes as described in the executed project 
agreement or approved amendments.   
 

Expected Benefits/Outcomes  
Actual 

Benefits/Outcomes  

Benefits/Outcomes 
Achieved 

The improvements will add capacity and 
relieve traffic congestion.  The Level of 
Service (LOS) is expected to improve to 
C with a volume/capacity (V/C) ratio of 
0.748.  Without the project, LOS is 
expected to remain at E with a V/C ratio 
of 0.998. 

The improvements have 
added capacity and 
relieved congestion.  The 
LOS improved to C with a 
V/C ratio of 0.728.   

Yes 

  

                                                
2  Ibid. 
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A-3 
 

Project Number: 1200020231 
 

Project Name: Orangethorpe Avenue Grade Separation 
 

Program Name: TCIF 
 

Project Description: Construct a roadway overpass over the mainline rail tracks at 
Orangethorpe Avenue.  The project was designed to improve safety 
due to the elimination of conflicts between trains and vehicles. 
 

Audit Period: September 13, 2012 through October 26, 20163 
 

Project Status: Construction is complete.  
 
Audit Results:   
 
Deliverables/Outputs  
The construction phase of the project was completed in October 2016.  At the time of our site 
visit in February 2017, project deliverables/outputs were consistent with the project scope.  
However, the project was behind schedule and completed four months late.  OCTA 
appropriately updated Caltrans and CTC of the delay.   
 
Benefits/Outcomes  
Actual benefits/outcomes have not been reported because the Final Delivery Report was not 
submitted to Caltrans as of March 2017 (report is not due until April 2017).4  Although there is a 
system in place to report actual project benefits/outcomes, OCTA does not always accurately 
report information as noted in Finding 1.  
 
  
 
 
  

                                                
3  The audit period end date is the date project construction was completed, which is established by the contractor’s  

completion of construction work (i.e., Notice of Completion). 
4  Audit fieldwork for this project was completed in March 2017 and the Final Delivery Report had not been submitted  

to Caltrans as of this date. 
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 A-4 
Project Number: 1200020282 

 
Project Name: Tustin Avenue and Rose Drive Overcrossing 

 
Program Name: TCIF 

 
Project Description: The project consisted of raising Tustin Avenue and Rose Drive above 

the BNSF mainline rail lines.  The project included construction of a 
bridge over Orangethorpe Avenue and the BNSF and Orange County 
Flood Control right of way.  
 

Audit Period: April 9, 2007 through May 25, 20165 
 

Project Status: Construction is complete.   
 

Schedule of Proposition 1B Expenditures  
 

Proposition 1B Expenditures  Reimbursed 

Construction   $16,409,731  

Construction Engineering 1,835,867 

Total Proposition 1B Expenditures $18,245,598  
 

Audit Results:  
 
Compliance–Proposition 1B Expenditures 
Proposition 1B expenditures were incurred and reimbursed in compliance with the executed 
project agreements, Caltrans/CTC’s program guidelines, and applicable state and federal 
regulations cited in the executed agreements.  Additionally, the match requirement was met.   
 
Deliverables/Outputs  
The construction phase of the project was completed in October 2016.  At the time of our site 
visit in February 2017, project deliverables/outputs were consistent with the project scope.  
However, the project was behind schedule and completed 14 months late.  OCTA appropriately 
updated Caltrans and CTC of the delay.   
 
Benefits/Outcomes  
Actual benefits/outcomes have not been reported because the Final Delivery Report was not 
submitted to Caltrans as of March 2017 (report is not due until April 2017).6  Although there is a 
system in place to report actual project benefits/outcomes, OCTA does not always accurately 
report information as noted in Finding 1.  
 
 
 
 
 
 
  

                                                
5  The audit period end date reflects the billing period end date of the last reimbursement claim submitted to Caltrans. 
6  Audit fieldwork for this project was completed in March 2017 and the Final Delivery Report had not been submitted 

to Caltrans as of this date. 
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 A-5 
Project Number: 1200020248 

 
Project Name: Kraemer Boulevard Undercrossing 

 
Program Name: TCIF 

 
Project Description: The project lowered Kraemer Boulevard below the BNSF mainline rail 

lines.  The project also included the construction of a rail bridge for the 
two existing mainline tracks and space for a third track.  
 

Audit Period: January 20, 2011 through December 25, 20147 
 

Project Status: Construction is complete. 
 
Audit Results:  
 
Deliverables/Outputs  
The construction phase of the project was completed in December 2014.  At the time of our site 
visit in February 2017, project deliverables/outputs were consistent with the project scope.  
However, the project was behind schedule and completed 15 months late.  OCTA appropriately 
updated Caltrans and CTC of the delay.  Additionally, the project Final Delivery Report was due 
in June 2015 and was not submitted to Caltrans until October 2016.  
 
Benefits/Outcomes  
The expected benefits/outcomes relating to safety, velocity, throughput, reliability, and 
congestion reduction were achieved and adequately reported in the Final Delivery Report.  
However, OCTA reported emission reduction metrics that were different than those described in 
the executed baseline agreement, as noted in Finding 1. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                
7 The audit period end date is the date project construction was completed, which is established by the contractor’s 

completion of construction work (i.e., Notice of Completion). 
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Project 
Benefits/Outcomes 

Category 

Expected  
Benefits/Outcomes 

Actual 
Benefits/Outcomes   

Benefits/ 
Outcomes 
Achieved 

Safety 
Grade separations completely 
separate automobiles and other 
traffic from trains, eliminating 
the potential for a grade 
crossing collision. 

Eliminated:  
1) At-grade crossing  
2) Pedestrians walking 
across tracks 
3) Emergency vehicle 
delays 

Yes 

Velocity With the construction of the 
grade separation, vehicles 
traveling would be able to 
maintain a more consistent 
speed within this segment of 
the roadway because the delay 
and conflict associated with the 
at-grade crossing would be 
eliminated. 

Improved railroad velocity 
by eliminating the 
potential for train versus 
vehicle/pedestrian 
collision. 

Yes 

Throughput The annual Average Daily 
Traffic will increase from 23,100 
to 30,500 in 2030.  Current at-
grade crossing throughput is 
forecasted to cause 6.5 hours 
of daily delay for trucks in 2030, 
a 178% increase of the existing 
condition. 

Improved railroad 
throughput by eliminating 
the potential for train 
versus vehicle/pedestrian 
collision. 

Yes 

Reliability The reliability of travel and 
goods movement at or near at-
grade rail crossings is 
influenced by two factors: delay 
and safety.  Delay due to the at-
grade crossing would be 
eliminated and the separation 
of the railway from the roadway 
would improve safety resulting 
in increased reliability. 

Improved railroad 
reliability by eliminating 
the potential for train 
versus vehicle/pedestrian 
collision. 

Yes 

Congestion 
Reduction 

The existing total traffic delay 
(vehicle-hours/day) due to the 
rail crossing is 47.1 hours and 
this is expected to increase to 
130.8 in 2030.  The grade 
separation would eliminate the 
delay due to the rail crossing. 

Reduced vehicle delays 
due to passing trains. 

Yes 

Emission Reduction ROG Emission Benefits  
(0.2 kg/day) 
CO Emission Benefits  
(2.82 kg/day) 
NOx Emission Benefits  
(0.18 kg/day) 
PM Emission Benefits 
(0.02kg/day) 

Not adequately reported. No 
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 A-6 
Project Number: 1200020072 

 
Project Name: Placentia Avenue Undercrossing 

 
Program Name: TCIF 

 
Project Description: Constructed a vehicle underpass for Placentia Avenue below the BNSF 

mainline rail lines.  The project also included the construction of a rail 
bridge for a future third track.  
 

Audit Period: January 20, 2011 through August 31, 20158 
 

Project Status: Construction is complete.   
 

Schedule of Proposition 1B Expenditures  
 

Proposition 1B Expenditures  Reimbursed 

Construction   $9,299,039  

Total Proposition 1B Expenditures $9,299,039  
 

Audit Results:  
 
Compliance–Proposition 1B Expenditures 
Proposition 1B expenditures were incurred and reimbursed in compliance with the executed 
project agreements, Caltrans/CTC’s program guidelines, and applicable state and federal 
regulations cited in the executed agreements.  Additionally, the match requirement was met.   
 
Deliverables/Outputs  
The construction phase of the project was completed in December 2014.  At the time of our site 
visit in February 2017, project deliverables/outputs were consistent with the project scope.  
However, the project was behind schedule and completed 21 months late.  OCTA appropriately 
updated Caltrans and CTC of the delay.  Additionally, the project Final Delivery Report was due 
in June 2015 and was not submitted to Caltrans until October 2016.  
 
Benefits/Outcomes  
The expected benefits/outcomes relating to safety, velocity, throughput, reliability, and 
congestion reduction were achieved and adequately reported in the Final Delivery Report.  
However, OCTA reported emission reduction metrics that were different than those described in 
the executed Baseline Agreement, as noted in Finding 1. 
 
 
 
 
 
  

                                                
8 The audit period end date reflects the billing period end date of the last reimbursement claim submitted to Caltrans. 
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Project 
Benefits/Outcomes 

Category 

Expected  
Benefits/Outcomes 

Actual 
Benefits/Outcomes   

Benefits/ 
Outcomes 
Achieved 

Safety Grade separations completely 
separate automobiles and other 
traffic from trains, eliminating 
the potential for a grade 
crossing collision. 

Eliminated the at-grade 
crossing, pedestrians 
walking across tracks, 
and emergency vehicle 
delays. 

Yes 

Velocity With the construction of the 
grade separation, vehicles 
traveling would be able to 
maintain a more consistent 
speed within this segment of the 
roadway because the delay and 
conflict associated with the at-
grade crossing would be 
eliminated. 

Improved railroad 
velocity by eliminating 
the potential for train 
versus vehicle/pedestrian 
collision. 

Yes 

Throughput The Annual Average Daily 
Traffic will increase from 23,100 
to 30,500 in 2030.  Current at-
grade crossing is forecasted to 
cause 4.9 hours of delays for 
trucks in 2030, a 159% increase 
of existing condition.  Grade 
separation will eliminate conflict. 

Improved railroad 
throughput by eliminating 
the potential for train 
versus vehicle/pedestrian 
collision. 

Yes 

Reliability The reliability of travel and 
goods movement at or near at-
grade rail crossings is 
influenced by two factors: delay 
and safety.  Delay due to the at-
grade crossing would be 
eliminated and the separation of 
the railway from the roadway 
would improve safety resulting 
in increased reliability. 

Improved railroad 
reliability by eliminating 
the potential for train 
versus vehicle/pedestrian 
collision. 

Yes 

Congestion 
Reduction 

The existing total traffic delay 
(vehicle-hours/day) due to the 
rail crossing is 37.6 hours and 
this is expected to increase to 
97.2 in 2030.  The grade 
separation would eliminate the 
delay due to the rail crossing. 

Reduced vehicle delays 
due to passing trains. 

Yes 

Emission Reduction ROG Emission Benefits  
(0.14 kg/day) 
CO Emission Benefits  
(1.99 kg/day) 
NOx Emission Benefits 
(0.13kg/day) 
PM Emission Benefits 
(0.01kg/day) 

Not adequately reported. No 
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RESPONSE 
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EVALUATION OF RESPONSE 

 
OCTA’s response to the draft report has been reviewed and incorporated into the final report.  We 
acknowledge OCTA’s willingness to implement our recommendations specific to Finding 2.  In 
evaluating OCTA’s response, we provide the following comments: 
 
Finding 1:  Incorrect Reporting of Project Benefits/Outcomes 
 
OCTA disagrees that the emissions reduction portion of the benefits/outcomes reported in the 
Final Delivery Reports are not adequately reported for projects 1200020248 and 1200020072.  
OCTA states the TCIF guidelines do not require project sponsors to quantify data or provide 
specific measures, and that the grade separation projects provide regional air quality benefits.  
However, TCIF Guidelines, section 17, states that implementing agencies will provide a Final 
Delivery Report to CTC on the scope of completed projects, including performance outcomes 
derived from projects as compared to those described in project baseline agreements.  For 
these two projects, the executed project agreements identified expected metrics relating to 
specific emissions reduction (i.e., a reduction in CO of 2.82).  OCTA did not report these specific 
metrics in the Final Delivery Reports and instead reported a general statement that idling 
vehicle emissions were reduced.  Therefore, our finding and recommendations remain 
unchanged.   
 
 



 

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Orange County Transportation Authority Investment and Debt 

Programs Report - October 2017 
 
 
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 October 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. 
 
Discussion 
 
As of October 31, 2017, the Orange County Transportation Authority’s (OCTA) 
outstanding investments totaled $1.4 billion.  The portfolio is divided into two 
managed portfolios:  the liquid portfolio for immediate cash needs and the  
short-term portfolio for future budgeted expenditures.  In addition to these 
portfolios, OCTA has funds invested in debt service reserve funds for the  
91 Express Lanes Program.  The weighted average book yield for the OCTA 
portfolio is 1.42 percent. 
 
OCTA’s debt portfolio had an outstanding principal balance of  
$421.6 million as of October 31, 2017.  Approximately 75 percent of the 
outstanding balance is comprised of Measure M2 debt and 25 percent is 
associated with the 91 Express Lanes Program. 
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Summary 
 
The Treasurer is submitting a copy of the Orange County Transportation 
Authority Investment and Debt Programs report to the Finance and 
Administration Committee.  The report is for the month ending  
October 31, 2017. 
 
Attachment 
 
A. Orange County Transportation Authority Investment and Debt Programs 

– For the Period Ending October 31, 2017. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 
 

 
 

Rodney Johnson Andrew Oftelie 
Deputy Treasurer 
Treasury/Toll Roads 
(714) 560-5675 

Executive Director,  
Finance and Administration  
(714) 560-5649 

 











































 

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Fiscal Year 2017-18 First Quarter Budget Status Report 
 
 
Overview  
 
The Orange County Transportation Authority’s staff has implemented the  
fiscal year 2017-18 budget.  This report summarizes the material variances 
between the budget and actual revenues and expenses through the first quarter 
of fiscal year 2017-18.  
 
Recommendation 
 
Receive and file as an information item. 
  
Background 
 
The Board of Directors (Board) approved the Orange County Transportation 
Authority (OCTA) Fiscal Year 2017-18 Budget on June 12, 2017. The approved 
budget itemized the anticipated revenues and expenses necessary to deliver 
OCTA’s transportation programs and projects. 
 
The balanced budget as originally approved by the Board in June was  
$1.29 billion.  Sources of funds were comprised of $1.06 billion in current fiscal 
year revenues and $232.6 million in use of prior year designations. Uses of funds 
were comprised of $1.15 billion of current fiscal year expenditures and  
$142.7 million of designations. 
 
The Board approved one amendment in the first quarter increasing the expense 
budget by $3.6 million. The amendment was approved on September 25, 2017, 
to support the new upcoming Bravo! bus route 529, and increased the maximum 
obligation for Agreement C-4-1280 with New Flyer of America, Inc., by  
$3.6 million, exercising an option to purchase six, 40-foot, low floor compressed 
natural gas buses painted with the Bravo! branding.  
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Discussion 
 
Staff monitors and analyzes revenues and expenditures versus the working 
budget. The Quarterly Budget Status Report (Attachment A) provides a summary 
level overview of staffing levels and explanations for material budget-to-actual 
variances within each pertinent OCTA program. The OCTA programs included 
in Attachment A are Bus, 91 Express Lanes, Commuter Rail, Motorist and Taxi 
Services, and Measure M2 (M2). 
 
Total salaries and benefits underran the first quarter budget by $2.4 million.  This 
is primarily due to vacancies OCTA-wide.  As a result, an underrun can be 
expected to continue, but can change slightly throughout the year based on 
future net vacancies.   
 
Bus Program operating revenues were on track coming in within one percent of 
the budget. Bus Program operating expenses underran the budget by  
7.3 percent or $4 million primarily due to staffing vacancies, as well as lower than 
anticipated operating costs associated with paratransit service, contracted  
fixed-route service, and the Vanpool Program. Capital revenues and expenses 
exceeded the budget by approximately $0.05 million.  These variances are the 
direct result of having finalized the purchase of 25 alternative fuel coach operator 
relief vehicles earlier than anticipated.    
 
The 91 Express Lanes experienced high utilization in the first quarter and 
received 21.7 percent or $2.4 million more operating revenues than budgeted.  
Actual operating expenses were in alignment coming in within 1.9 percent of the 
budget.  
 
The Rail Program operating and capital revenues were in alignment with the 
budget.  However, the first quarter payment related to the Metrolink operating 
subsidy was posted at the beginning of the second quarter and is the driver for 
the variance within operating expenses through the first quarter.   
 
Revenue for the Motorist Services Program was in alignment with the budget 
expenses through the quarter and had a minor underrun related to time and 
expense items.  
 
Sales tax revenue advances for the Local Transportation Authority (LTA)  
M2 Program and Local Transportation Fund (LTF) Transit Program grew by  
1.93 percent and 1.71 percent year-over-year, respectively. Although the growth 
rates for advances for the first three months are below the budgeted growth rates 
of 3.3 percent for the M2 Program and 2.4 percent for the Transit Program, the 
actual amount of sales tax receipts for the first quarter will not be finalized until 
mid-December when OCTA receives the first quarter “true-up” payment. The 
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amount of the true-up payment varies significantly from quarter to quarter and is 
therefore difficult to forecast.    
 
Advances for both LTA M2 Program sales tax revenue and LTF Transit Program 
sales tax revenue underran the budget by $0.9 million and $0.3 million, 
respectively, through the first quarter of the fiscal year based on advances.  
 

 
 
Summary 
 
Overall, sales tax revenue advances for the LTA M2 Program and LTF Transit 
Program grew by 1.93 percent and 1.71 percent year-over-year in comparison 
to the budgeted growth rates of 3.3 percent and 2.4 percent, respectively. 
However, in total OCTA revenues overran the budget by $17 million.  This is 
primarily due to OCTA receiving more grant, fare, and toll revenues than 
anticipated.   Furthermore, expenses underran the budget by $37 million.       
 
Attachment 
 
A. Quarterly Budget Status Report First Quarter of Fiscal Year 2017-18 
 
 
 
 
 
 
 
 
 
Prepared by: 

 
 

Approved by: 

 

Anthony Baruch Andrew Oftelie 
Section Manager, 
Financial Planning and Analysis 
(714) 560-5332 

Executive Director, 
Finance and Administration  
(714) 560-5649 

 

Table 1 - First Quarter LTA and LTF Sales Tax Revenue

Budget Actual $ Variance % Variance

LTA 70,613,504$     69,676,000$     (937,504)$        -1.33%

LTF 37,079,040$     36,828,300$     (250,740)$        -0.68%
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Quarterly Budget Status Report 
    First Quarter of Fiscal Year 2017-18  
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STAFFING 
A staffing plan of 1,346.5 full-time equivalent positions  

was approved by the Board of Directors (Board) for fiscal  

year (FY) 2017-18. At the end of the first quarter 1,287.5 of 

these positions were filled, representing a vacancy rate of  

4.4 percent. 

Staffing Description Budget Filled Vacant % Vacancy

Coach Operators 643.0          631.0         12.0          1.9%

Maintenance 171.0          152.0         19.0          11.1%

TCU 37.0            36.0           1.0            2.7%

Union Subtotal 851.0          819.0         32.0          3.8%

Transit Support 169.5          161.5         8.0            4.7%

Other Administrative 326.0          307.0         19.0          5.8%

Administrative Subtotal 495.5          468.5         27.0          5.4%

Total OCTA 1,346.5      1,287.5     59.0          4.4%  

TOTAL SALARIES AND BENEFITS 
Total actual salaries and benefits of $37.3 million were 

approximately $2.2 million under the budget of $39.6 million.  

This variance is due to a $1.2 million underrun in the Transit 

Program salaries and benefits and a $1 million underrun in the 

General Fund salaries and benefits.  

 

 

 

In both cases, the underruns are primarily driven by vacant 

positions that are anticipated to be filled throughout the FY. 

Budget Actual $ Variance % Variance

Transit 26,146$     24,899$    1,247$     4.8%

General Fund 13,407        12,391       1,015        7.6%

Total 39,553$     37,290$    2,263$     5.7%  

PROGRAM VARIANCES 
Year-to-date material variances are listed by program. All 

dollar amounts in tables are shown in thousands.  

 

 

 

 

 

 

 

 

ATTACHMENT A 
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Bus Program 

 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenues 53,652$         54,200$         548$                 1.0%

Expenses 55,270            51,230            4,040               7.3%

Net Operating (1,618)$          2,970$            

Capital

Revenues 76                    127                  51                     68.0%

Expenses 76                    127                  (51)                    -68.0%

Net Capital -$                -$                 

Operating Revenue: 

The overrun in revenues is primarily due to the  

sale of alternative fuel credits ($0.3 million) and fare revenues 

($0.2 million).  These revenues are slightly offset by the 

underruns in Local Transportation Fund (LTF) Bus Program 

sales tax revenue ($0.3 million). However, the actual amount 

of sales tax receipts for the first quarter will not be finalized 

until mid-December when OCTA receives the first quarter 

“true-up” payment.  

The variance pertaining to alternative fuel credits is due to 

greater than anticipated revenue from the sale of the credits. 

Alternative fuel credits are sold regularly throughout the FY, 

and based on current trends, staff anticipates this revenue 

source will continue to overrun the budget throughout the FY.  

Fare revenue experienced an overrun compared to the budget. 

This is due to a lower than anticipated decrease in fixed-route 

boardings year-over-year of 3.7 percent compared to the 

budgeted decrease of 6.5 percent.  

LTF sales tax advances grew by 1.71 percent year-over-year 

compared to the budgeted growth rate of 2.4 percent. This 

resulted in an underrun of $0.3 million, or 0.68 percent 

compared to the budget.  However, the actual amount of LTF 

sales tax revenue for the first quarter will not be finalized until 

mid-December when OCTA receives the first quarter “true-up” 

payment. 

 Budget  Actual  $ Variance  % Variance 

Revenue 37,079$          36,828$          (251)$            -0.68%

LTF Bus Program Sales Tax Revenue

  

 Operating Expenses: The $4 million underrun in Transit 

operating expenses is primarily attributable to salaries and 

benefits ($1.2 million), transit recurring operational costs  

($0.9 million), paratransit service ($0.5 million), contracted 

fixed-route services ($0.3 million), and the Vanpool Program 

($0.2 million).  

Salaries and benefits underran the budget by $1.2 million.  This 

is primarily due to vacant positions. The vacancy rate is  

3.8 percent for Transit union employees and 4.7 percent for 

Transit administrative employees, compared to budgeted 

vacancy rates of 0.7 percent and 3 percent, respectively.  

The underrun of $0.9 million in recurring operational costs can 

primarily be attributed to time and expense based line items 

for consumables such as shop supplies, parts, bus cleaning, 

equipment maintenance, etc. The time and expense services 

are utilized on an as-needed basis.  

The underruns in paratransit service, contracted fixed-route 

service, and the Vanpool Program can be attributed to timing 

of vendor invoices. Invoices were received, however final 

approval of the invoices were finalized at the beginning of the 

second quarter.  

Capital Revenues and Expenses: Capital revenues and 

expenses exceeded the budget by approximately $0.5 million.  

This variance is the result of having finalized the purchase of 

25 alternative fuel coach operator relief vehicles earlier than 

anticipated.  
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Rail Program 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenues 9,920$            9,919$            (1)$                    0.0%

Expenses 9,670              987                  8,683               89.8%

Net Operating 250$               8,932$            

Capital

Revenues -                  -                  -                    0.0%

Expenses 18,680            19,531            (851)                 -4.6%

Net Capital (18,680)$        (19,531)$         

Operating Expenses: Commuter Rail operating expenses 

underran the budget by $8.7 million. The underrun is primarily 

due to the timing of a payment to Metrolink for OCTA’s portion 

of the Metrolink operating subsidy. The payment was 

expected to occur in the first quarter, but did not occur until 

early in the second quarter of the FY.   

Net Capital: As shown in the table above, capital revenues 

were budgeted $18.7 million less than capital expenses related 

to the Orange Metrolink Station parking structure project. As 

reflected in OCTA’s annual budget, grant revenues associated 

with capital expenditure are anticipated in the second quarter.  

Capital Expenses: Commuter Rail capital expenses overran by 

$0.9 million.  This is primarily due to the construction contract 

for the Laguna Niguel/Mission Viejo station which whose 

budget originally approved and encumbered in FY 2015-

16.  However, the remaining balance of the contract was re-

encumbered in the current fiscal year causing the overrun.   

 

 

 

 

91 Express Lanes Program 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenues 11,014$         13,409$         2,395$             21.7%

Expenses 4,093              4,017              76                     1.9%

Net Operating 6,920$            9,391$            

Capital

Revenues 313                  277                  (35)                    -11.3%

Expenses 313                  277                  35                     11.3%

Net Capital -$                -$                 

Operating Revenues: The 91 Express Lanes operating 

revenues overran the budget by $2.4 million.  The overrun can 

be attributed to greater than anticipated non-toll revenues 

($0.9 million), toll revenues from Transportation Corridor 

Agencies ($0.8 million), and toll revenue from the  

91 Express Lanes ($0.6 million). The overrun in non-toll 

revenue is due to higher violation fees than anticipated.  The 

overrun in toll revenue is the result of higher than anticipated 

trips on the toll lanes, 4.1 million compared to the budgeted 

amount of 4 million trips.  This is in part due to the extension 

of the 91 Express Lanes into Riverside County which opened 

last FY with higher demand than anticipated.  

Operating Expenses: The 91 Express Lanes operating expenses 

were in alignment with the budget for the first quarter. 
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Motorist Services Program 

 

 Budget  Actual  $ Variance  % Variance 

Operating

Revenues 3,379$            3,383$            4$                     0.1%

Expenses 1,176              887                  289                   24.6%

Net 2,203$            2,496$            

Capital

Revenues -                  -                  -                    0.0%

Expenses -                  -                  -                    0.0%

Net -$                -$                 

Operating: Expenses for the Motorist Services Program 

underran the budget due to recurring time and expense items 

that did not impact services. 

M2 Program 

 

 Budget  Actual  $ Variance  % Variance 

Revenue 70,614$          69,676$          (938)$            -1.33%

M2 Program Sales Tax Revenue

Revenues:  LTA sales tax advances grew by 1.93 percent  

year-over-year in comparison to the budgeted growth rate of 

3.3 percent. This resulted in an underrun of $0.9 million, or 

1.33 percent compared to the budget. However, the amount 

of sales tax receipts for the first quarter will not be finalized 

until mid-December when OCTA receives the first quarter 

“true-up” payment. 

Mode Budget Actual $ Variance % Variance

Freeways 12,664$         2,911$            (9,753)$           -77.0%

Streets & Roads 30,424            20,850            (9,573)              -31.5%

Transit 3,072              1,028              (2,045)              -66.5%

Administration 2,234              1,334              (900)                 -40.3%

Debt Service 10,509            10,509            (0)                      0.0%

Total 58,903$         36,632$         (22,271)$         -37.8%  

Expenditures: Measure M2 Program expenditures underran 

the budget by $22.3 million.  Freeways contributed  

$9.8 million to the underrun, primarily due to time and 

expense type activities on the Interstate 405 Improvement 

Project, and landscape construction timing on the State  

Route 57 freeway. Streets and Roads contributed $9.6 million 

to the underrun due to lower than anticipated project 

payment requests from the cities and county. Transit 

contributed $2 million to the underrun, primarily due to lower 

than anticipated Project V community based shuttle bus 

payments to the cities. Administration expenditures 

contributed $0.9 million to the underrun primarily due to later 

than anticipated procurement of M2 Program support 

contracts. 

 

 

 



 

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Fiscal Year 2017-18 First Quarter Grant Reimbursement Status 

Report 
 
Overview  
 
The Quarterly Grant Reimbursement Status Report summarizes grant activities for 
the Orange County Transportation Authority Board of Directors. This report focuses 
on activity for the period of July through September 2017.   
 
Recommendation 
 
Receive and file as an information item. 
 
Discussion 
 
The Orange County Transportation Authority (OCTA) has secured grant funding 
from federal and state grant agencies to deliver programs, projects, and services to 
improve mobility in Orange County. The use of these funds is consistent with capital 
programming policies approved by the OCTA’s Board of Directors (Board). The 
Quarterly Grant Reimbursement Status Report summarizes awarded/executed, 
current, and closed grant agreements. 
 
Awarded/Executed Grant Agreements: 
 
During the first quarter, OCTA awarded/executed four formula grants and one 
discretionary grant which are summarized below. 
 
Fiscal Year (FY) 2012-13 – FY 2016-17 Section 5307 Flexible Funding Programs, 
Congestion Mitigation and Air Quality Program (CMAQ): Federal Transit 
Administration (FTA) 
 
OCTA executed a grant agreement with the FTA to secure $31.6 million in federal 
formula flex funds. These are CMAQ funds that are transferred from Federal 
Highway Administration (FHWA) to FTA for transit related grants. The total 
amount of the formula flex funds is a cumulative amount from multiple program 
years that range from FY 2012-13 to FY 2016-17.  These funds will be used to 
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support construction costs for the Orange Parking Structure and Laguna Niguel-
San Juan Capistrano Rail Passing Siding.  In addition, funds will also support 
design work for the OC Streetcar.  
 
FY 2012-13 and FY 2013-14 Section 5310 Enhanced Mobility of  
Seniors & Individuals with Disabilities: FTA and California Department of  
Transportation (Caltrans) 
 
OCTA executed an agreement with Caltrans to secure $0.6 million in federal 
competitive funds. These federal funds provide grant opportunities for local public 
agencies and non-profit organizations to help meet the special transportation 
needs of seniors and individuals with disabilities.  As authorized by the OCTA 
Board, these funds will be used to develop and implement a Mobility Management 
Program that includes a Travel Training Program and Specialized Transportation 
Services Information and Referral Project.  Toll credits will be used to meet the  
20 percent local match and OCTA anticipates grant funds will cover program costs 
for 24 to 36 months.   
 
FY 2015-16 Proposition 1B Transit System Safety, Security, & Disaster Response 
Account, California Transit Security Grant Program, California Transit Assistance 
Fund (CTSGP-CTAF): California Office of Emergency Services (Cal OES) 
 
OCTA received approval from the Cal OES to secure $3.5 million in CTSCP-CTAF 
grant funds to support eligible transit system safety, security, and disaster 
response projects. The projects include; Raymond Avenue Grade Separation, 
OCTA Transit Security & Operations Center, and video surveillance system 
upgrades at OCTA bases. The projects were selected based on several factors, 
including program eligibility, project readiness, overall funding need, and 
expenditure within the grant performance periods, which end on March 31, 2019. 
 
FY 2016-17 Low Carbon Transit Operations Program (LCTOP): Caltrans 
 
OCTA executed an agreement with Caltrans to secure $1.7 million in LCTOP 
formula funds. As authorized by the Board, these funds will be utilized towards 
the purchase of 557 bicycle racks and a bus pass pilot program for Santa Ana 
College.  
 
FY 2016-17 & FY 2017-18 Major Event Transportation Grant: Mobile Source Air 
Pollution Reduction Review Committee (MSRC) 
 
OCTA secured $0.5 million in grant funds awarded by the MSRC to support the 
direct operating costs of the Angels Express service for the FY 2016-17 and  
FY 2017-18 baseball seasons. OCTA will partner with the Angels Baseball and 
the Southern California Regional Rail Authority to provide express Metrolink rail 
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service to serve all weekday evening home games that start at 7:07 PM. The in-
kind local match contribution will be provided in the form of OCTA staff time, 
marketing costs, fare and admission discounts, and farebox revenue as allowed 
by the grant program. 
 
Current Grant Agreements: 
 
OCTA’s FTA formula grant agreements total 14, and FTA discretionary grant 
agreements total three. The total FTA formula and discretionary grant agreements 
amount to $329.2 million. The total amount reimbursed through the first quarter 
under these grant agreements is $270.2 million, leaving a balance of $59 million 
(Attachment A). 
  
The 14 FTA formula grant agreements have a total federal amount of  
$311.3 million. A total of $259.3 million has been reimbursed, leaving a balance 
of $52 million. The balance of these 14 FTA formula grant agreements will 
primarily fund the OC Streetcar, Orange Parking Structure, fixed-route bus 
procurements, rideshare and vanpool programs, the Laguna Niguel/San Juan 
Capistrano passing siding project and rail rehabilitation projects. 
 
The three FTA discretionary grant agreements have a total federal amount of 
$17.9 million. A total of $10.9 million has been reimbursed, leaving a balance of 
$7 million. The balance of these three FTA discretionary grant agreements will 
primarily fund a new control point at 4th Street on the OCTA-owned railroad  
right-of-way (ROW), as well as slope stabilization improvements on the railroad 
ROW from the City of Laguna Niguel to the City of Lake Forest. The balance will 
also fund security camera surveillance systems for commuter rail stations located 
in the cities of Anaheim, Laguna Niguel/Mission Viejo, Orange, and Placentia. 
 
OCTA also has 50 state and FHWA formula grant agreements (Attachment B) 
and ten state discretionary grant agreements (Attachment C).   
 
The 50 state and FHWA formula grant agreements total $388.7 million. The total 
amount reimbursed through the first quarter under these other grant agreements 
is $266 million, leaving a balance of $122.7 million. 
 
The ten state discretionary grant agreements total $4.7 million. A total of  
$0.2 million of these discretionary grant agreements has been reimbursed, leaving 
a balance of $4.5 million. These state discretionary grant agreements have a 
defined grant expiration date. Project expenses must be fully paid and reimbursed 
prior to the grant agreement expiration date. Staff anticipates each of the 
remaining balances to be fully reimbursed prior to the grant agreement expiration 
date. 
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Combined, the state and FHWA formula and discretionary grants total  
$393.4 million. The total amount reimbursed across all these grant agreements 
equals $266.2 million, leaving a remaining balance of $127.2 million.   
 
Grant Agreements Pending Close-out:  
 
There are five grant agreements totaling $93.6 million which are pending  
close-out in the first quarter of FY 2017-18. All invoices for these grant agreements 
have been submitted to the external funding agency for reimbursement and OCTA 
is pending final payment and/or approval of close-out documentation.  OCTA 
Board approved reprogramming $0.4 million of remaining funds from the Sand 
Canyon Grade Separation Project to the San Juan Creek Bridge Project on  
July 2017. These grant agreements are summarized in Attachment D.  
 
Closed Grant Agreements: 
 
There are five grant agreements totaling $13.6 million that were closed out in the 
first quarter of FY 2017-18. OCTA’s participating eligible costs related to the 
Proposition 1B State Local Partnership Program (SLPP) funded projects were 
lower than anticipated totaling $2 million.  Therefore, OCTA sought the maximum 
SLPP funds available and this 5-year funding program has reached its sunset.  
These grant agreements are summarized in Attachment E. 
 
Summary 
 
This report provides an update of the grant agreement funded activities for the 
first quarter of FY 2017-18, July through September 2017. Staff recommends this 
report be received and filed as an information item. 
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Attachments 
 
A. First Quarter Grant Reimbursement Status Report, July through   

September 2017, Federal Transit Administration Formula and 
Discretionary Grant Agreements 

B. First Quarter Grant Reimbursement Status Report, July through   
September 2017, State and Federal Highway Administration Formula 
Grant Agreements 

C. First Quarter Grant Reimbursement Status Report, July through   
September 2017, State Discretionary Grant Agreements 

D. First Quarter Grant Reimbursement Status Report, July through 
September 2017, Grant Agreements Pending Close-out 

E. First Quarter Grant Reimbursement Status Report, July through   
September 2017, Closed Grant Agreements 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 
Rene I. Vega  Andrew Oftelie 
Section Manager,  
Revenue and Grants Administration 
714-560-5702 

 Executive Director,  
Finance and Administration 
714-560-5649 

 



First Quarter Grant Reimbursement Status Report
July through September 2017

Federal Transit Administration Formula and Discretionary Grant Agreements

FEDERAL
FISCAL YEAR

(FFY)
GRANT NUMBER FEDERAL

AMOUNT

FEDERAL
AMOUNT

REIMBURSED
REMAINING 
BALANCE

EXPIRATION
DATE

FTA Section 5307 ‐ Urbanized Area Formula Grant Program
CA‐90‐Y942 2012 57,746,965 54,908,289 2,838,676 June 20191 $ $ $
CA‐90‐Z027 2013 53,878,507 53,382,389 496,118 June 20182
CA‐90‐Z174 2014 55,129,189 54,687,131 442,058 June 20183
CA‐2016‐032 2015 55,400,721 53,099,176 2,301,545 December 20184

FTA Section 5307 Grant Subtotal 222,155,382 216,076,985 6,078,397$ $ $

FTA Section 5307 ‐ Federal Funds flexed from the Federal Highway Administration (FHWA):
CA‐95‐X131 2010 2,102,650 1,327,949 774,701 April 20185 $ $ $
CA‐95‐X180 2012 4,260,000 3,753,973 506,027 December 20186
CA‐95‐X210 2012 12,669,000 8,220,327 4,448,673 June 20197
CA‐95‐X254 2012 5,657,000 3,125,702 2,531,298 June 20188
CA‐95‐X286 2014 6,621,000 4,554,965 2,066,035 September 20189
CA‐2017‐072 2017 31,567,405 3,684,001 27,883,404 June 202110

FTA Section 5307 Flexed Grant Subtotal 62,877,055 24,666,917 38,210,138$ $ $

FTA Section 5310 ‐ Enhanced Mobility of Seniors & Individuals with Disabilities Grant Program
64AM16‐00157 2013 630,416 0 630,416 March 201911 $ $ $

FTA Section 5310 Grant Subtotal 630,416 0 630,416$ $ $

FTA Section 5316 ‐ Jobs Access and Reverse Commute (JARC) Grant Program
CA‐37‐X113 2009 13,962,488 9,224,131 4,738,357 September 201912 $ $ $

FTA Section 5316 Grant Subtotal 13,962,488 9,224,131 4,738,357$ $ $

FTA Section 5317 ‐ New Freedoms Grant Program
CA‐57‐X038 2009 6,387,801 6,307,446 80,355 September 201813 $ $ $

FTA Section 5317 Grant Subtotal 6,387,801 6,307,446 80,355$ $ $

FTA Section 5337 ‐ State of Good Repair Grant Program
CA‐2016‐096 2016 5,261,812 3,055,309 2,206,503 December 201814 $ $ $

FTA Section 5337 Grant Subtotal 5,261,812 3,055,309 2,206,503$ $ $

311,274,954 259,330,788 51,944,166$ $ $Federal Transit Administration Formula Grants Total
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First Quarter Grant Reimbursement Status Report
July through September 2017

Federal Transit Administration Formula and Discretionary Grant Agreements

FEDERAL
FISCAL YEAR

(FFY)
GRANT NUMBER FEDERAL

AMOUNT

FEDERAL
AMOUNT

REIMBURSED
REMAINING 
BALANCE

EXPIRATION
DATE

FTA Section 5309 ‐ Discretionary Capital Grant Program
CA‐04‐0078 2007 7,021,300 5,730,473 1,290,827 December 201815 $ $ $
CA‐04‐0122 2009 4,845,999 3,934,803 911,196 December 202016
CA‐05‐0269 2012 6,000,000 1,177,170 4,822,830 March 202017

FTA Section 5309 Grant Subtotal 17,867,299 10,842,446 7,024,853$ $ $

17,867,299 10,842,446 7,024,853$ $ $Federal Transit Administration Discretionary Grants Total

Total Federal Transit Administration Formula and Discretionary Grant Agreements 329,142,253 270,173,234 58,969,019$ $ $

Funding Source Notes:
FTA Section 5307 ‐ Urbanized Area Formula Grant Program: Funds are used to fund preventive maintenance, capital cost of contracting, and to purchase revenue vehicles, 
facility modifications, and bus‐related equipment.
FTA Section 5310 ‐ Enhanced Mobility of Seniors & Individuals with Disabilities Grant Program: Formula funding to states for the purpose of assisting nonprofit groups in 
meeting the transportation needs of the elderly and persons with disabilities.
FTA Section 5316 ‐ Jobs Access and Reverse Commute (JARC) Grant Program: Grants provide funds to support new transit services and to establish mobility management 
programs to assist low‐income individuals.
FTA Section 5317 ‐ New Freedoms Grant Program: Grants provide funds to support new transit services and establish mobility management programs to enhance access for 
persons with disabilities.
FTA Section 5337 ‐ State of Good Repair Grant Program: A formula‐based State of Good Repait program dedicated to repairing and upgrading the nation's rail transit systems 
along with high‐intensity motoro bus systems that use high‐occupancy lanes.
FTA Section 5309 ‐ Discretionary Capital Grant Program: Grants provide for projects that improve efficiency and coordination of transportation systems.

Page 2 of  2



First Quarter Grant Reimbursement Status Report
July through September 2017

State and Federal Highway Administration Formula Grant Agreements

FISCAL YEAR
(FY)

PROJECT GRANT
AMOUNT

 
AMOUNT

REIMBURSED
REMAINING 
BALANCE

EXPIRATION
DATE

Active Transportation Program (ATP)
Orange County Active Transportation Plan2017 280,000 24,509 255,491 April 20191 $ $ $

ATP Subtotal 280,000 24,509 255,491$ $ $
Federal Highway Administration Grant Program ‐ Congestion Mitigation & Air Quality (CMAQ)

Orangethorpe Ave Grade Separation (ROW)2010 27,504,000 23,605,790 3,898,210 June 20192 $ $ $
Lakeview Ave Grade Separation (ROW)2011 6,532,000 6,532,000 0 June 20193
I‐5 HOV Segment 1, Ave Pico to Vista Hermosa (PS&E)2012 4,246,000 3,384,194 861,806 June 20184
I‐5 HOV Segment 2, Vista Hermosa to PCH (PS&E)2012 3,687,000 2,011,992 1,675,008 June 20195
I‐5 HOV Segment 3, PCH to San Juan Creek Rd (PS&E)2012 2,067,000 1,537,112 529,888 June 20196
Lakeview Ave Grade Separation (ROW Utility Relocation)2012 3,135,862 60,901 3,074,961 June 20197
I‐5 HOV Segment 1, Ave Pico to Vista Hermosa (ROW)2013 8,000,000 4,009,067 3,990,933 June 20188
I‐5 from the Orange/San Diego County Line to Avenida Pico (PA/ED)2015 450,000 98,344 351,656 June 20209
I‐5, SR‐55 to SR‐57 (PS&E)2015 2,800,000 1,988,933 811,067 June 202010

CMAQ Subtotal 58,421,862 43,228,333 15,193,529$ $ $
Federal Highway Administration Grant Program ‐ Regional Surface Transportation Program (RSTP)

Tustin Ave / Rose Dr Grade Separation Project (ROW Utility Relocation)2011 2,254,000 0 2,254,000 June 201911 $ $ $
Tustin Ave / Rose Dr Grade Separation Project (ROW)2011 21,494,000 19,594,690 1,899,310 June 201912
Lakeview Ave Grade Separation (ROW)2012 11,527,563 11,527,563 0 June 201913
Tustin Ave / Rose Dr Grade Separation Project (Construction)2012 8,700,440 7,941,426 759,014 June 201914
I‐5, I‐405 to SR‐55 (PA/ED)2013 8,000,000 4,298,998 3,701,002 June 201815
I‐5 Segment 2,Oso Pkwy to Alicia Pkwy (PS&E)2014 10,000,000 8,831,179 1,168,821 June 201916
I‐405, I‐5 to SR‐55 (PA/ED)2015 8,000,000 4,320,528 3,679,472 June 202017
I‐5 Segment 1, SR‐73 to Oso Pkwy (PS&E)2015 9,101,000 6,187,445 2,913,555 June 202018
I‐5 Segment 3, Alicia Pkwy to El Toro Rd (PS&E)2015 8,044,000 4,957,652 3,086,348 June 202019
SR‐91, SR‐57 to SR‐55 (PA/ED)2015 7,000,000 1,477,392 5,522,608 June 202020
SR‐57, Orangewood to Katella Ave (PA/ED)2016 2,500,000 788,563 1,711,437 June 202121
SR‐55, I‐5 to SR‐91 (PS&E)2017 5,000,000 0 5,000,000 June 202222

RSTP Subtotal 101,621,003 69,925,436 31,695,567$ $ $
Federal Highway Administration Grant Program ‐ State Transportation Block Grant (STBG)

I‐405, SR‐73 to I‐605 (Construction)2016 1,000 0 1,000 June 202123 $ $ $
STBG Subtotal 1,000 0 1,000$ $ $
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First Quarter Grant Reimbursement Status Report
July through September 2017

State and Federal Highway Administration Formula Grant Agreements

FISCAL YEAR
(FY)

PROJECT GRANT
AMOUNT

 
AMOUNT

REIMBURSED
REMAINING 
BALANCE

EXPIRATION
DATE

Federal Highway Administration Grant Program ‐ Traffic Congestion Relief Program (TCRP)
Kraemer Blvd Grade Separation (Construction)2011 1,462,000 0 1,462,000 June 201924 $ $ $

TCRP Subtotal 1,462,000 0 1,462,000$ $ $
Low Carbon Transit Operations Program (LCTOP) ‐ California Department of Transportation (CALTRANS)

Bus Buy ‐ 40' buses for Bravo!2016 3,046,000 0 3,046,000 June 201925 $ $ $
Bus Bicycle Racks2017 752,825 0 752,825 June 201926
Fare Discount ‐ Fixed Route2017 900,000 94,237 805,763 June 201927

CAP & TRADE LCTOP Subtotal 4,698,825 94,237 4,604,588$ $ $
Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users (SAFETEA‐LU) Demonstration Funds

I‐405, SR‐73 to I‐605 (PS&E)2009 439,371 439,371 0 June 201828 $ $ $
Orangethorpe Ave Grade Separation (Construction)2012 18,600,000 16,270,617 2,329,383 June 201929
I‐405, SR‐73 to I‐605 (PS&E)2013 1,871,573 1,871,573 0 June 201830

SAFETEA‐LU Demo Subtotal 20,910,944 18,581,561 2,329,383$ $ $
Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users (SAFETEA‐LU) Demonstration Funds

I‐405, SR‐73 to I‐605 (PS&E)2013 6,549,820 6,549,820 0 June 201831 $ $ $
SAFETEA‐LU Demo Subtotal 6,549,820 6,549,820 0$ $ $
SAFETEALU: Projects of National and Regional Significance (PNRS)

Lakeview Ave Grade Separation (Construction)2013 9,709,030 6,954,405 2,754,625 June 201932 $ $ $
SAFETEALU‐PNRS Subtotal 9,709,030 6,954,405 2,754,625$ $ $
State Proposition 1B California Transit Security Grant Program (CTSGP): Transit System Safety, Security & Disaster Response Account (TSSSDRA)

State College Blvd Grade Separation (Construction)2014 1,506,069 0 1,506,069 March 201833 $ $ $
Raymond Ave Grade Separation Project (Construction)2015 200,000 0 200,000 March 201834
State College Blvd Grade Separation (Construction)2015 478,931 0 478,931 March 201835
Transit Security Operation Center (PS&E)2015 2,741,643 0 2,741,643 March 201836
Video Surveillance System Upgrades (Construction)2015 100,000 0 100,000 March 201837
Raymond Ave Grade Separation Project (Construction)2016 200,000 0 200,000 March 201938
Transit Security Operation Center (PA/ED)2016 3,180,574 0 3,180,574 March 201939
Video Surveillance System Upgrades (Construction)2016 140,000 0 140,000 March 201940

PROP 1B TSSSDRA Subtotal 8,547,217 0 8,547,217$ $ $
State Proposition 1B: Public Transportation Modernization, Improvement, and Service Enhancement Account (PTMISEA)

Fullerton Transportation Center Elevator Project (Construction)2015 500,000 393,537 106,463 August 202041 $ $ $
Raymond Ave Grade Separation Project (Construction)2015 43,008,102 29,555,680 13,452,422 August 202042

PROP 1B PTMISEA Subtotal 43,508,102 29,949,217 13,558,885$ $ $
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First Quarter Grant Reimbursement Status Report
July through September 2017

State and Federal Highway Administration Formula Grant Agreements

FISCAL YEAR
(FY)

PROJECT GRANT
AMOUNT

 
AMOUNT

REIMBURSED
REMAINING 
BALANCE

EXPIRATION
DATE

State Proposition 1B: State‐Local Partnership Program (SLPP)
La Pata Ave. Phase 1 (Construction)2013 5,110,000 994,059 4,115,941 June 201843 $ $ $

PROP 1B SLPP Subtotal 5,110,000 994,059 4,115,941$ $ $
State Proposition 1B: Trade Corridor Improvement Fund (TCIF)

Kraemer Blvd Grade Separation (Construction)2011 15,513,000 14,632,720 880,280 June 201944 $ $ $
Placentia Ave Grade Separation (Construction)2011 9,550,000 9,299,039 250,961 June 201945
Orangethorpe Ave Grade Separation (Construction)2012 41,632,000 26,613,098 15,018,902 June 201946
Tustin Ave / Rose Dr Grade Separation Project (Construction)2012 30,862,000 21,455,738 9,406,262 June 201947
Lakeview Ave Grade Separation (Construction)2013 27,628,157 17,713,988 9,914,169 June 201948

PROP 1B TCIF Subtotal 125,185,157 89,714,583 35,470,574$ $ $
State Transportation Improvement Plan (STIP) Programming, Planning & Monitoring (PPM)

PPM Program2016 831,000 0 831,000 December 201849 $ $ $
PPM Program2017 1,899,000 0 1,899,000 December 201950

STIP PPM Subtotal 2,730,000 0 2,730,000$ $ $
Total State and Federal Highway Administration Formula Grant Agreements 388,734,960 266,016,159 122,718,800$ $ $
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 State Discretionary Grant Agreements

FISCAL YEAR
(FY)

PROJECT GRANT
AMOUNT

 
AMOUNT

REIMBURSED
REMAINING 
BALANCE

EXPIRATION
DATE

Air Quality Management District (AQMD) Grant Program and Mobile Source Air Pollution Reduction Review Committee (MSRC) / Transportation Control Measure Partners
Mobile Ticketing2015 1,553,657 0 1,553,657 June 20181 $ $ $
Bus Rehab & Repower ‐ 40' buses2016 1,470,000 0 1,470,000 March 20192
Angels Express Train Service2017 503,272 0 503,272 April 20193

MSRC Subtotal 3,526,929 0 3,526,929$ $ $
State Highway Account ‐ Sustainable Communities

Active Transportation Count2017 177,000 0 177,000 February 20194 $ $ $
SHA‐SC Subtotal 177,000 0 177,000$ $ $
Systemic Safety Analysis Reporting Program

Systemic Safety Analysis Report2016 315,000 0 315,000 September 20215 $ $ $
SSARP Subtotal 315,000 0 315,000$ $ $
Transit Security Grant Program (TSGP) ‐ State Office of Homeland Security

Update OCTA's Security and Emergency Plans2015 100,000 21,256 78,744 August 20186 $ $ $
VIPR and Counter Terrorism Team Operations2015 115,500 115,500 0 August 20187
Vulerability Assessment of OCTA's Industrial Control and Communications2015 300,000 17,280 282,720 August 20188
Update OCTA's Security and Emergency Plans2016 70,000 0 70,000 August 20199
VIPR and Counter Terrorism Team Operations2016 70,000 30,955 39,045 August 201910

TSGP Subtotal 655,500 184,991 470,509$ $ $
Total  State Discretionary Grant Agreements 4,674,429 184,991 4,489,438$ $ $
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First Quarter Grant Reimbursement Status Report
July through September 2017

Grant Agreements Pending Close‐out

FISCAL YEAR
(FY)

 PROJECT GRANT
AMOUNT

 
AMOUNT

REIMBURSED
REMAINING 
BALANCE

FUNDING
SOURCE

FTA CA‐2016‐1162016 56,269,958 56,269,955 31 $ $ $FTA Section 5307
Active Transportation Video Series2017 50,000 50,000 02 OTS
Sand Canyon Ave Grade Separation (Construction)2010 22,004,000 21,574,222 429,7783 PROP 116
Sand Canyon Ave Grade Separation (Construction)2010 6,618,000 6,618,000 04 PROP 1B HRCSA
Sand Canyon Ave Grade Separation (Construction)2010 8,665,741 8,665,741 05 RSTP

Total Grant Agreements Pending Close‐out 93,607,699 93,177,918 429,781$ $ $
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First Quarter Grant Reimbursement Status Report
July through September 2017

Closed Grant Agreements

FISCAL YEAR
(FY)

 PROJECT GRANT
AMOUNT

 
AMOUNT

REIMBURSED
REMAINING 
BALANCE

FUNDING
SOURCE

Bristol St. Widening ‐ 3rd St. to Civic Ctr. (Construction)2012 3,120,000 1,873,586 1,246,4141 $ $ $PROP 1B SLPP
Brookhurst St Improvements, Ball to Katella (Construction)2013 3,393,000 2,963,135 429,8652 PROP 1B SLPP
Cow Camp Road ‐ Segment 1 (Construction)2013 4,160,000 3,914,374 245,6263 PROP 1B SLPP
Harbor Blvd and Adams St. Improvements (Construction)2013 1,482,000 1,387,168 94,8324 PROP 1B SLPP
PPM Program2015 1,445,000 1,445,000 05 STIP PPM

Total Closed Grants 13,600,000 11,583,263 2,016,736$ $ $
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Orange County Transportation Authority 
550 South Main Street / P.O. Box 14184 / Orange / California  92863-1584 / (714) 560-OCTA (6282) 

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Orange County Treasurer's Management Report-October 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 October 31, 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 October 31, 2017, the book value of the Orange County Investment  
Pool (OCIP) Money Market Fund was $1,387,081,868 with a monthly gross yield 
of 0.97 percent and a month-end average days to maturity of 45 days.  The OCIP 
Extended Fund book value was $5,998,027,031 with a monthly gross yield of 
1.17 percent and a month-end average days to maturity of 416 days.  The 
Orange County Transportation Authority’s month-end balance in the OCIP was 
$62,774; the combined pool had a monthly gross yield of 1.11 percent and 
month-end average days to maturity of 299 days. 
 
During October there were three changes to the Treasurer’s Approved Issuer 
List.  The Credit Investment Committee removed Berkshire Hathaway Inc. and 
Berkshire Hathaway Finance from being on hold. In addition, Fitch changed the 
Royal Bank of Canada outlook from Negative to Stable.  Both the Money Market 
Fund and the Extended Fund were in compliance at month-end.  Pages 26 
through 80 containing investment inventory are not included in the attachment.  
Copies of OCIP’s investment inventory reports are available upon request.   
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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 October 31, 2017. 
 
Attachment 
 
A. Treasurer’s Monthly Investment Report – October 31, 2017 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 
 

 
Rodney Johnson  Andrew Oftelie 
Deputy Treasurer 
Treasury/Toll Roads 
(714) 560-5675 

 Executive Director,  
Finance and Administration 
(714) 560-5649 

 























































 

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

December 13, 2017     
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Local Agency Investment Fund - October 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 October 31, 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 October 31, 2017, the fair value including accrued interest of the  
Pooled Money Investment Account (PMIA) was $72,441,231,567 with a  
month-average yield of 1.14 percent and a month-end weighted average 
maturity of 184 days.  The Local Agency Investment Fund (LAIF) is a component 
of the State of California PMIA. The month-end balance of LAIF was 
$20,431,062,256.  The Orange County Transportation Authority’s month-end 
balance in LAIF was $10,305,183. 
 
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  
October 31, 2017. 
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Attachment 
 
A. Local Agency Investment Fund – As of October 31, 2017 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 
 

 
 

 Approved by: 
 

 

Rodney Johnson  Andrew Oftelie 
Deputy Treasurer 
Treasury/Toll Roads 
(714) 560-5675 

 Executive Director,  
Finance and Administration 
(714) 560-5649 

 









 

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Amendment to Agreement for Internet Service 
 
 
Overview 
 
On June 2, 2014, the Orange County Transportation Authority entered into an 
agreement with CenturyLink, Inc. (formerly TW Telecom and L3 
Communications LLC) to provide internet connectivity services for a five-year 
term effective September 1, 2014 through August 31, 2019.  An amendment to 
the existing agreement is needed for increased internet bandwidth. 
 
Recommendation 
 
Authorize the Chief Executive Officer to negotiate and execute  
Amendment No. 3 to Agreement No. C-4-1396 between the Orange County 
Transportation Authority and CenturyLink, Inc., in the amount of $32,000, to 
provide increased internet bandwidth.  This will increase the maximum obligation 
of the agreement to a total contract value of $129,786.  
 
Discussion 
 
The Orange County Transportation Authority’s (OCTA) current internet 
infrastructure has both inbound and outbound internet connectivity centralized 
at its administrative office in the City of Orange, which provides network backhaul 
through AT&T Switched Ethernet service to all remote base locations and any 
future base locations, including the Orange County streetcar maintenance and 
storage facility. Internet connectivity is centralized to provide integrated security 
and minimize costs associated with providing internet service to staff at all 
locations.  
 
Due to increasing demands on OCTA’s internet service from software as a 
service initiatives, overall increase in demand from changes in OCTA’s security 
posture, such as live on board video, along with the overall increase in usage 
from OCTA’s user base, it has become necessary that OCTA substantially 
increase its bandwidth to the internet to keep pace with the level of innovation 
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already taken place and with future planned and unplanned innovations.  
Currently, OCTA’s peak internet bandwidth loads are regularly exceeding its 
current bandwidth of 150Mbps.  As a consequence, OCTA’s users experience 
increased wait times, slow performance, and longer times to perform essential 
functions. Upgrading OCTA’s internet bandwidth to 1Gbps will help to reduce 
these symptoms and increase the overall productivity and security of this service.  
 
Procurement Approach 
 
This procurement was originally handled in accordance with OCTA’s Board of 
Directors (Board)-approved procedures for professional and technical services.  
The original agreement was awarded on a competitive basis by the Contracts 
Administration and Materials Management Department for a five-year term.   
 
The agreement was awarded, in the amount of $85,032, on a fixed monthly-fee 
basis.  This agreement was previously amended as described in Attachment A.  
The term of the agreement is through August 31, 2019. 
 
It has become necessary to amend the current agreement for increased internet 
bandwidth.  This amendment increases the internet bandwidth from 150Mbps to 
1Gbps, at an increase of $32,000 to the maximum cumulative payment 
obligation, bringing the total contract value to $129,786.  The amount of $32,000 
for this proposed Amendment No. 3 is deemed fair and reasonable as the 
increase in bandwidth is much greater when compared to the increase in the 
monthly internet cost. 
 

Fiscal Impact 
 

This project was approved in OCTA’s Fiscal Year 2013-14 Budget, Finance and 
Administration Division, Account 1284-7643-A5352-QFV. 
 
Summary 
 
Based on the information provided, staff recommends the Board authorize the 
Chief Executive Officer to negotiate and execute Amendment No. 3 to  
Agreement No. C-4-1396 with CenturyLink, Inc., in the amount of $32,000, to 
provide increased internet bandwidth through August 31, 2019. 
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Attachment 
 
A. CenturyLink, Inc. Agreement No. C-4-1396 Fact Sheet   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 
 

Michael Beerer  Andrew Oftelie  
Section Manager,  
Information Systems Department 
714-560-5352 

 Executive Director,  
Finance and Administration 
714-560-5649 

   
 

 

  

Virginia Abadessa   
Director, Contracts Administration and 
Materials Management 
714-560-5623 
 

  

 



ATTACHMENT A

CenturyLink, Inc.
Agreement No.  C-4-1396 Fact Sheet

1. June 2, 2014, Agreement No. C-4-1396, $85,032, approved by the Contracts 
Administration and Materials Management (CAMM) Department.

 Agreement for consultant to provide 100Mbps managed internet service 
effective September 1, 2014 through August 31, 2019.

2. June 13, 2016, Amendment No. 1 to Agreement No. C-4-1396, $0.00, approved by 
the CAMM Department.

 Amendment to change company’s name from TW Telecom to Level 3 
Communications LLC.

3. January 3, 2017, Amendment No. 2 to Agreement No. C-4-1396, $12,754, approved 
by the CAMM Department.

 Amendment to increase internet service bandwidth from 100Mbps to 150Mbps.

4. January 8, 2018, Amendment No. 3 to Agreement No. C-4-1396, $32,000, pending 
approval by the Board of Directors.

 Amendment to increase internet service bandwidth from 150Mbps to 1Gbps 
and change the company’s name from Level 3 Communications LLC to 
CenturyLink, Inc.

Total committed to CenturyLink, Inc., Agreement No.  C-4-1396:  $129,786.
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December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Update on the Loan Agreements with the Cities of Anaheim,  

Buena Park, Placentia, and the West Orange County Water Board  
 
 
Overview 
 
The Orange County Transportation Authority Board of Directors has authorized 
loan agreements with the cities of Anaheim, Buena Park, Placentia, and the 
West Orange County Water Board.  Per Board of Directors direction, staff will 
provide annual updates on the status of the agreements. 
 
Recommendation 
 
Receive and file as an information item.  
 
Background 
 
City of Anaheim 
 
In July 2012, Orange County Transportation Authority (OCTA) entered  
into a purchase and sale agreement of $32.5 million with the  
City of Anaheim (Anaheim) selling real property to enable the construction of the 
Anaheim Regional Transportation Intermodal Center Anaheim provided  
$1 million as down payment into escrow, with the remaining $31.5 million to be 
paid over a 13-year period.  The interest rate on the loan is set at a fixed-interest 
rate of two percent, with the interest portion of the loan to be paid in the final two 
years of the loan period.  Anaheim uses its Measure M2 (M2) Local Fair  
Share (LFS) funds to repay the loan, and the funds are automatically deducted 
from Anaheim’s bi-monthly LFS payments.  OCTA started withholding LFS 
payments in July 2012. Should Anaheim become ineligible to receive LFS, or if 
the LFS funds are insufficient to meet the scheduled payment, California 
Highway Users Tax Account funds would be utilized to make the payments.   
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City of Buena Park 
 
In April 2016, OCTA entered into a purchase and sale agreement of  
$1.04 million with the City of Buena Park (Buena Park) selling excess parcel 
remnants from the Interstate 5 freeway widening project. Buena Park provided 
$514,000 as a down payment. Per the agreement, Buena Park will pay the 
balance over a five-year period with the balance secured by a deed of trust.  
Buena Park is scheduled to make annual payments of $105,200 beginning one 
year after the escrow date of April 16, 2016.  The interest calculation is based 
on OCTA’s actual short-term investment portfolio earnings rate for the prior  
12-month period, and resets annually.  
 
City of Placentia 
 
In February 2010, OCTA entered into an agreement with the City of  
Placentia (Placentia) for $4.1 million providing financial assistance to Placentia.  
The loan amount of $4.1 million is to be repaid over a 19-year period that began  
July 1, 2011.  The interest rate on the loan is based on OCTA’s actual short-term 
investment portfolio earnings rate for the prior 12-month period, and resets 
annually. Placentia uses its M2 LFS funds to repay the loan, and the funds are 
automatically deducted from Placentia’s bi-monthly LFS payments.  The 
agreement allows OCTA to withhold 30 percent of Placentia’s LFS funds 
beginning in fiscal year (FY) 2011-12. Placentia’s contribution increases by one 
percentage point each FY thereafter until the advance is fully repaid. Should 
Placentia become ineligible to receive LFS, it would be required to pledge other 
appropriate funding.   
 
West Orange County Water Board 
 
In October 2017, OCTA entered into a reimbursement agreement with the West 
Orange County Water Board (WOCWB) for up to $4.7 million for the relocation 
of the pipeline facility for Interstate 405 widening project pursuant to Streets and 
Highways Code Section 706, which allows for a loan if a utility suffers from a 
hardship due to a required relocation for a highway project.  
An amendment to the agreement was approved by the OCTA Board of  
Directors (Board) on November 27, 2017, to increase the loan amount by  
$1.3 million to accommodate additional costs and higher bids received by the 
WOCWB. Per the terms identified in the agreement, the interest rate is equal to 
the State of California Surplus Money Investment Fund with a not-to-exceed  
ten-year repayment structure. As of November 30, 2017, OCTA has not made 
any payments to the WOCWB. When the first payment is sent to WOCWB, a 
repayment plan will be established per the terms identified in the agreement.   
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Discussion 
 
OCTA continues to withhold payments from M2 LFS funds to repay the loans 
established with the cities of Anaheim and Placentia.  The first annual payment 
from Buena Park has also been received by OCTA.  OCTA will continue to follow 
the terms identified in all loan agreements by withholding payments and invoicing 
cities as applicable. The beginning balance, amount collected, and outstanding 
balance for each loan can be found on Attachment A. 
 
Summary 
 
The Orange County Transportation Authority Board of Directors has authorized 
loan agreements with the cities of Anaheim, Buena Park, Placentia, and the 
WOCWB.  The cities of Anaheim, Buena Park, and Placentia are making 
payments per their respective agreements.  OCTA has not made any payments 
under the WOCWB agreement, and staff is currently working to amend the 
agreement to increase the loan amount by $1.3 million per Board direction. 
 
Attachment 
 
A. Status of Loan Agreements 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 

 
 

Sam Kaur   Andrew Oftelie  
Department Manager,  
Revenue and Grants  
(714) 560-5889 

Executive Director,  
Finance and Administration  
(714) 560-5649 

 



Borrower Description Time Frame

Beginning 

Balance

Amount 

Collected/   

Withheld

Outstanding 

Balance

City of Anahiem 

Purchase and Sale 

Agreement July 2012 - November 2017 32,500,000$     $14,250,000 $18,250,000

City of Buena Park

Purchase and Sale 

Agreement April 2016 - November 2017 1,040,000$       $623,337 $420,800

City of Placentia Loan Agreement February 2010- November 2017 4,100,000$       $1,516,912 $2,979,236

West Orange 

County Water Board

Reimbursement 

Agreement for Utility 

Relocation October 2017 - November 2017 6,000,000$       0 $6,000,000

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

December 13, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Agreements for Investment Management Services 
 
 
Overview 
 
Consultant services are needed to provide investment management services of 
the Orange County Transportation Authority’s $1.3 billion of operating monies in 
the short-term portfolio. Proposals were received in accordance with the Orange 
County Transportation Authority’s procurement procedures for professional and 
technical services.  Board of Directors’ approval is requested to select firms to 
provide investment management services.  
 
Recommendations  
 
A. Approve the selection of Chandler Asset Management, Inc.; Logan Circle 

Partners, L.P.; Payden & Rygel; and PFM Asset Management LLC, as the 
firms to provide investment management services in the aggregate 
amount of $8,995,608. 
 

B. Authorize the Chief Executive Officer to negotiate and execute  
Agreement No. C-7-1813 between the Orange County Transportation 
Authority and Chandler Asset Management, Inc., to provide investment 
management services for a five-year initial term effective through  
December 31, 2022, with two, two-year option terms.   

 
C. Authorize the Chief Executive Officer to negotiate and execute  

Agreement No. C-7-2062 between the Orange County Transportation 
Authority and Logan Circle Partners, L.P., to provide investment 
management services for a five-year initial term effective through  
December 31, 2022, with two, two-year option terms. 
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D. Authorize the Chief Executive Officer to negotiate and execute  
Agreement No. C-7-2063 between the Orange County Transportation 
Authority and Payden & Rygel, to provide investment management 
services for a five-year initial term effective through December 31, 2022, 
with two, two-year option terms. 

 

E. Authorize the Chief Executive Officer to negotiate and execute  
Agreement No. C-7-2064 between the Orange County Transportation 
Authority and PFM Asset Management LLC, to provide investment 
management services for a five-year initial term effective through  
December 31, 2022, with two, two-year option terms. 

 

F. Approve the selection of US Bancorp Asset Management, Inc.; State 
Street Global Advisors; and Western Asset Management Company, as the 
firms to be placed on a secondary list of on-call firms to provide investment 
management services. 

 

Discussion 
 

The Orange County Transportation Authority’s (OCTA) portfolio totals  
$1.4 billion as of September 30, 2017.  The portfolio currently is divided into two 
actively managed portfolios: the liquid portfolio for immediate cash needs and 
the short-term portfolio, approximately $1.3 billion for future budgeted 
expenditures.  OCTA’s Board of Directors (Board) has approved the use of an 
extended portfolio; however, the Board has not allocated OCTA funds.  
Additionally, OCTA may issue debt resulting in a bond proceeds portfolio that 
may require active portfolio management.  
 

There are currently four investment management firms (Manager) that actively 
invest OCTA’s $1.3 billion of operating monies in the short-term portfolio within 
the parameters of the OCTA Investment Policy.  Each Manager invests 
approximately $325 million measured against the Bank of America Merrill Lynch, 
one-three year Treasury Index and the Bank of America Merrill Lynch, one-three 
year AAA-A United States Corporate and Government Index benchmarks.  The 
Bank of America Merrill Lynch, one-five year Treasury Index and the Bank of 
America Merrill Lynch, one-five year AAA-A U.S. Corporate and Government 
Index are used for the extended portfolio. 
 

Each Manager provides a broad range of services and resources in addition to 
the daily management of OCTA funds.  Each Manager is expected to provide a 
highly skilled investment team along with a compliance and trading system that 
monitors all OCTA trading activity to ensure compliance with the OCTA 
Investment Policy and California Government Code Sections 53601.  All 
securities and subsequent transactions are held in OCTA custody accounts at 
Union Bank.   
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Within OCTA’s four custody accounts with Union Bank, each Manager settles all 
trades through its respective account.  Managers do not have the ability to 
execute cash transactions from the accounts.  In addition to each Manager 
monitoring their own compliance, OCTA uses a web-based portfolio 
management system provided by Clearwater Analytics, Inc. to track all activity, 
monitor compliance and create investment reports.  
 
Procurement Approach 
 
This procurement was handled in accordance with OCTA’s Board-approved 
procedures for professional and technical services.  In addition to cost, many 
other factors are considered in an award for professional and technical services.  
Award is recommended to the firm (or firms) offering the most comprehensive 
proposals considering such factors as qualifications of the firm, staffing and 
project organization, prior experience with similar projects, technical expertise in 
the field, approach to the work plan, as well as cost and price. 
 
On July 24, 2017, Request for Proposals (RFP) 7-1813 was issued electronically 
on CAMM NET.  The procurement was advertised on July 24 and 31, 2017, in a 
newspaper of general circulation.  A pre-proposal conference took place on 
August 8, 2017, with 11 attendees representing 11 firms.  Two addenda were 
issued to make available the pre-proposal conference registration sheets and 
presentation, as well as to provide responses to questions received. 
 
On August 23, 2017, 24 proposals were received.  Prior to the evaluation 
committee meeting, all contractual exceptions and/or deviations submitted by 
the proposers were reviewed.  Standish Mellon Asset Management Company 
(Standish) submitted several contractual exceptions and/or deviations, two of 
which were deemed non-negotiable, and the firm was provided with the 
opportunity to retract the items.  Standish did not retract one of the two 
exceptions/deviations; therefore, the firm’s proposal was not included as part of 
the evaluation process. 
 
The procurement sought to establish a primary list of firms for contract award, 
as well as a secondary list of on-call firms to perform investment management 
services.  Establishing a secondary list of on-call firms is needed to provide 
assurance that OCTA will have a professional and qualified pool of investment 
managers to choose from in case one or more firms on the primary list were to 
be terminated for reasons such as compliance violations or conflict of interest.  
Should the need arise to utilize a firm from the secondary list of on-call firms, a 
competitive procurement process would be initiated among the firms on the 
secondary list of on-call firms in order to select one firm for contract award to be 
placed on the primary list. 
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An evaluation committee composed of staff from Contracts Administration and 
Materials Management, Treasury/Toll Roads, Accounting and Financial 
Reporting, and Financial Planning and Analysis departments, as well as a 
representative from the Riverside County Transportation Commission met to 
review the remaining 23 proposals.  The proposals were evaluated based on the 
following Board-approved evaluation criteria and weights: 
 

 Qualifications of the Firm   30 percent 

 Staffing and Project Organization  30 percent 

 Work Plan     20 percent 

 Fees      20 percent 
 
Several factors were considered in developing the criteria weights. Qualifications 
of the firm, as well as staffing and project organization were both weighted 
highest at 30 percent to ensure the firms have relevant experience managing 
similar investment portfolios and qualified staff that have in-depth knowledge of 
investment management and global economics. Work plan and fees were both 
weighted 20 percent to ensure the firm demonstrated understanding of OCTA’s 
investment policy and clearly described their approach towards investment 
management, as well as to ensure the proposed fees are competitive and 
reasonable for the services provided.  
  
The evaluation committee reviewed and discussed the remaining 23 proposals 
based on the evaluation criteria.  Twelve firms were short-listed and invited to 
interview to establish the primary and secondary list of firms.  The 12 firms are 
listed below in alphabetical order:  
 

Firm and Location 
 

BlackRock, Inc. 
New York, New York 

 
Chandler Asset Management, Inc. (Chandler) 

San Diego, California 
 

JP Morgan Asset Management 
San Francisco, California 

 
Logan Circle Partners (Logan) 

Philadelphia, Pennsylvania 
 

Miles Capital 
West Des Moines, Iowa 
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Morgan Stanley Investment Management 
New York, New York 

 
Payden & Rygel (P&R) 
Los Angeles, California 

 
PFM Asset Management LLC (PFM) 

Los Angeles, California 
 

State Street Global Advisors (State Street) 
San Francisco, California 

 
US Bancorp Asset Management, Inc. (US Bancorp) 

Minneapolis, Minnesota 
 

Wells Capital Management, Inc. 
San Francisco, California 

 
Western Asset Management Company (Western Asset) 

Pasadena, California 
 

The evaluation committee interviewed the 12 firms on October 11 and 12, 2017.  
The interviews consisted of a presentation to discuss the firms’ qualifications and 
proposed team. The firms’ key team members had an opportunity to present 
qualifications and respond to the evaluation committee’s questions. Questions 
were asked relative to the firms’ experience performing similar services, 
procedures for maintaining compliance, and approach to investment 
management. Finally, each team was asked specific clarification questions 
related to their proposal.   After considering the responses to the questions asked 
during the interviews, the evaluation committee adjusted the preliminary scores 
for the 12 short-listed firms resulting in a change to the ranking.   
 
Based on the evaluation of the written proposals and interviews, the evaluation 
committee recommends Chandler, Logan, P&R, and PFM for consideration to 
be placed on the primary list of firms for contract award.  The evaluation 
committee also recommends US Bancorp, State Street, and Western Asset to 
be placed on the secondary list of on-call firms in case one or more firms on the 
primary list were to be terminated.  The following is a brief summary of the 
evaluation results. 
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Qualifications of the Firm 
 
All firms recommended to participate in either the primary or secondary list of 
firms are qualified to provide investment management services. 
 
Each of the four firms recommended for the primary list demonstrated prior 
experience investing California short-term portfolio funds for local public 
agencies, including the Los Angeles County Metropolitan Transportation 
Authority, Transportation Corridor Agencies, San Diego County Regional 
Transportation Commission, and OCTA.  Each firm demonstrated its capabilities 
to provide back-up systems, disaster recovery, and a business continuity plan to 
ensure all critical investment and compliance functions continue in the event of 
a disruption in normal operations. 
 
Staffing and Project Organization 
 
All firms recommended to participate in either the primary or secondary list of 
firms proposed qualified staff with relevant expertise to provide the services 
described in the scope of work.  
 
The four firms recommended for the primary list proposed experienced 
investment management teams with extensive expertise in actively managing 
fixed income assets in discretionary accounts for public agencies. The project 
organization structure proposed by the four recommended firms included a 
dedicated account manager and a highly-experienced team of portfolio 
managers assigned to OCTA’s investment portfolio.  In addition, each firm’s 
staffing proposal included an appropriate average number of accounts per 
portfolio manager and a detailed process for how portfolio managers are 
informed of the developments relevant to the management of local government 
funds.  
 
Work Plan 
 
All firms recommended to participate in either the primary or secondary list of 
firms met the requirements of the RFP, and each firm discussed its approach to 
managing OCTA’s portfolio.   
 
The work plan proposed by each of the four recommended firms for the primary 
list provided a detailed approach to performing the investment management 
services, including research and origination of investment ideas, investment 
philosophy for public agency clients and OCTA’s short duration fixed-income 
portfolio, and management of interest rate risk.  The firms also demonstrated an 
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in-depth and thorough process in reviewing portfolios to ensure compliance with 
OCTA’s Investment Policy.   
 
Fees 
 
Pricing scores were based on a formula, which assigned the highest score to the 
firm with the lowest total projected fee and scored the other proposals’ total 
projected fees based on their relation to the lowest total projected fee.  The total 
projected fee proposed by the four firms on the primary list are competitive as 
compared to the total projected fee for all proposing firms.  
 
Procurement Summary 
 
Based on the evaluation of the written proposals and the information obtained 
during the interviews, the evaluation committee recommends selection and 
award of Chandler, Logan, P&R, and PFM as the primary firms to provide 
investment management services.  These teams included staff that are  
highly-qualified and have prior experience performing relevant investment 
management services for public agencies. The four firms delivered 
comprehensive proposals and presented interviews that were responsive to all 
the requirements of the RFP. 
 
Additionally, the evaluation committee recommends US Bancorp, State Street, 
and Western Asset to be placed on the secondary list of on-call firms should one 
or more firms on the primary list be terminated. 
 
Fiscal Impact 
 
The project was approved in OCTA’s Fiscal Year 2017-18 Budget, Finance and 
Administration, Account 1230-A5400-27515. 
 
Summary 
 
Staff recommends the Board authorize the Chief Executive Officer to negotiate and 
execute agreements with Chandler Asset Management, Inc.; Logan Circle 
Partners, L.P.; Payden & Rygel; and PFM Asset Management LLC, as the firms 
to provide investment management services, in the aggregate amount of 
$8,995,608 for a five-year initial term, with two, two-year option terms.  
 
Additionally, staff recommends the Board approve the selection of US Bancorp 
Asset Management, Inc.; State Street Global Advisors; and Western Asset 
Management Company, as the firms to be placed on a secondary list of on-call 
firms to provide investment management services. 
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Attachments 
 
A. Review of Proposals – RFP 7-1813 Investment Management Services 
B. Proposal Evaluation Criteria Matrix (Short-Listed Firms) – RFP 7-1813 

Investment Management Services 
C. Contract History for the Past Two Years – RFP 7-1813, Investment 

Management Services 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 
Rodney Johnson  Andrew Oftelie 
Deputy Treasurer 
Treasury/Toll Roads 
714-560-5675 

 Executive Director, Finance and 
Administration 
714-560-5649 

   

 

  

Virginia Abadessa   
Director, Contracts Administration and 
Materials Management 
714-560-5623 
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