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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, April 26, 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 
Director Steel 
 

1. Public Comments 
 

Special Calendar 
 

2. Draft Southern California Regional Rail Authority Fiscal Year 2017-18 
Budget Update 

 Jennifer L. Bergener/James G. Beil 
 

 Overview 
 

Metrolink staff will present a verbal overview of the draft Southern California 
Regional Rail Authority’s proposed share of operating, rehabilitation, and capital 

expenses for Metrolink commuter rail service. 
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Consent Calendar (Items 3 through 12) 
 

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

3. Approval of Minutes 
  

Approval of the minutes of the March 22, 2017 Finance and Administration 
Committee meeting.  

 

4. Investment Management Service Contracts, Internal Audit Report No. 17-504 
 Gabriel Tang/Janet Sutter 
 

 Overview 
 

The Internal Audit Department has completed an audit of Investment Management 
Service Contracts. Based on the audit, contract compliance and invoice review 
controls are generally adequate; however, several concerns were identified 
related to the procurement of treasury management software. Also, a 
recommendation was made to update agreements with investment managers. 

 

 Recommendation 
 

Direct staff to implement two recommendations provided in Investment 
Management Service Contracts, Internal Audit Report No. 17-504. 

 
5. Investments: Compliance, Controls, and Reporting, July 1 through 

December 31, 2016 
 Gabriel Tang/Janet Sutter 
 

 Overview 
 

The Internal Audit Department has completed an audit of investments for the 
period July 1 through December 31, 2016. Based on the audit, the          
Orange County Transportation Authority complied with its debt, investment, and 
reporting policies and procedures. 

 

 Recommendation 
 

 Receive and file Investments: Compliance, Controls, and Reporting,           
July 1 through December 31, 2016, Internal Audit Report No. 17-510, as an 
information item. 
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6. Fiscal Year 2016 - 17 Internal Audit Plan, Third Quarter Update 
 Janet Sutter 
 

 Overview 
 

The Orange County Transportation Authority Board of Directors adopted the  
Fiscal Year 2016-17 Internal Audit Plan on July 25, 2016. This update is for the 
third quarter of the fiscal year. 

 

 Recommendation 
 

 Receive and file the third quarter update to the Orange County Transportation 
Authority Fiscal Year 2016-17 Internal Audit Plan as an information item. 
 

7. Local Agency Investment Fund - February 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   
February 28, 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. 
 

8. Local Agency Investment Fund - March 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     
March 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.  
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9. Orange County Treasurer’s Management Report - February 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 February 28, 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. 
 
10. Orange County Treasurer’s Management Report - March 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 March 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. 
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11. Orange County Transportation Authority Investment and Debt Programs    

- March 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 March 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. 
 
12. Third Quarter Fiscal Year 2016-17 Procurement Status Report 
 Virginia Abadessa/Andrew Oftelie 
 

 Overview 
 

The third quarter procurement status report summarizes the procurement activity 
for information purposes to the Orange County Transportation Authority      
Board of Directors.  This report focuses on procurement activity from      
January 1 through March 31, 2017, that was approved by the Board of Directors 
during this period. The third quarter procurement status report also projects future 
procurement activity for the fourth quarter as identified in the fiscal year 2016-17 
budget. 
 
Recommendation 

 

 Receive and file as an information item. 
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Regular Calendar 
 

13. Orange County Transportation Authority Fiscal Year 2017 - 18 Budget 
Workshop Preview 

 Victor Velasquez/Andrew Oftelie 
 

 Overview 
 

The Orange County Transportation Authority is developing the fiscal year 2017-18 
budget, which identifies available revenues and the costs associated with 
providing transportation services and programs for Orange County.  The 
proposed budget will be reviewed in detail in a two-hour informal workshop 
following the May 8, 2017, Orange County Transportation Authority          
Board of Directors’ meeting. 

 
Recommendation 

 
Review the fiscal year 2017-18 proposed budget in a workshop setting following 
the regularly scheduled Orange County Transportation Authority             
Board of Directors’ meeting on May 8, 2017. 

 

Discussion Items 
 
14. Interstate 405 Improvement Project Financing Update 
 Kirk Avila/Andrew Oftelie 
 

Over the past year, the Orange County Transportation Authority has          
been working with its financing team to finalize a funding plan for the Interstate 405 
Improvement Project.  Staff will be providing an update on recent financing 
activities. 
 

15. Chief Executive Officer's Report 
 

16. Committee Members' Reports 
 

17. Closed Session 
 

 There are no Closed Session items scheduled. 
 

18. Adjournment 
 
The next regularly scheduled meeting of this Committee will be held at      
10:30 a.m. on Wednesday, May 10, 2017, at the Orange County Transportation 
Authority Headquarters, 550 South Main Street, Board Room - Conference 
Room 07, Orange, California. 



Draft Southern California Regional 

Rail Authority Fiscal Year 2017-18 

Budget Update



Key Budget Points

Revenues: 

• Projected total of $100.3 million.  A decrease of $1.5 million or 

1.5 percent from the fiscal year (FY) 2016-17 adopted budget.

Expenditures: 

• Projected total of $241.5 million.  A decrease of $2.3 million or 

0.9 percent from the FY 2016-17 adopted budget.

Operating Subsidy: 

• Projected total of $141.2 million.  A decrease of $0.8 million or 

0.6 percent from the FY 2016-17 adopted budget.
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FY 2017-18 Projected Revenues

($000)

FY 2016-17 Adopted Budget 101.8$                   

FY 2017-18 Preliminary Budget 100.3$                   

Projected Year Over Year Change in Revenue (1.5)$                      -1.5%

Operating Budget FY 2017-18 Budget

REVENUE CATEGORIES:

Farebox 0.3$                       

Dispatch Services (0.5)$                      

Maintenance-of-Way (MOW) (1.3)$                      

(1.5)$                      

Numbers may not foot or cross foot due to rounding

3



FY 2017-18 Projected Expenditures

($000)

FY 2016-17 Adopted Budget 243.8$                   

FY 2017-18 Preliminary Budget 241.5$                   

Year Over Year Change in Expenditures (2.3)$                      0.9%

Operating Budget FY 2017-18 Budget

CHANGE DRIVERS:

Material Issues from Inventory for Rolling Stock Repairs (2.7)$                      

Fuel (3.1)$                      

Big Five Train Operations 3.7$                       

Big Five MOW 2.0$                       

Wabtec License - Positive Train Control 2.0$                       

Insurance Deductible (Oxnard incident) 1.0$                       

BNSF Decrease (6.1)$                      

Position Reduction (0.3)$                      

2 percent cost of living adjustment/3 percent Merit Pool 1.2$                       

(2.3)$                      

Numbers may not foot or cross foot due to rounding

4



Revenue Allocation by Member Agency

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Revenues

Gross Farebox 84,859$   41,861$    22,381$   7,743$     10,470$   2,404$     

Dispatching 2,125       1,130        684          6             55           250          

Other Operating 12           6               3             1             2             -          

MOW 13,350     8,052        2,531       667          1,556       544          

Total Revenues 100,346$ 51,050$    25,599$   8,417$     12,083$   3,198$     

FY 2016-17 Budget 101,825$ 51,822$    25,528$   8,434$     12,665$   3,377$     

Over/(Under) Prior Year (1,479)$    (772)$        71$          (17)$        (582)$       (179)$       

Percentage Change (1.5%) (1.5%) 0.3% (0.2%) (4.6%) (5.3%)

5

(Metro) Los Angeles County Metropolitan Transportation Authority   (SANBAG) San Bernardino Associated Governments

(OCTA) Orange County Transportation Authority (VCTC) Ventura County Transportation Commission

(RCTC) Riverside County Transportation Commission



Expense Allocation by Member Agency

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Expenses

Train Operations and Services $142,337 $71,707 $33,262 $15,836 $15,386 $6,144

MOW 41,554      22,015     8,437     3,196    5,452     2,455   

Administration and Services 39,992      19,121     7,263     5,692    4,141     3,775   

Insurance 17,663      9,418       4,290     1,342    2,026     586      

Total Expenses, incl. MOW $241,545 $122,261 $53,253 $26,066 $27,005 $12,960

$243,815 $123,820 $53,822 $25,779 $27,506 $12,888

Over/(Under) Prior Year (2,270)$     (1,559)$    (569)$     287$     (501)$    72$      

Percentage Change  (0.9%)  (1.3%)  (1.1%) 1.1%  (1.8%) 0.6%

FY 2016-17 Budget 
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Subsidy by Member Agency

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Revenues 100,346$  51,050$    25,599$   8,417$     12,082$   3,199$     

Expenses, including MOW 241,545    122,261    53,253     26,066     27,005     12,960     

Member Agency FY 2017-18 Subsidy 141,199$  71,211$    27,654$   17,649$   14,923$   9,761$     

FY 2016-17 Budget 141,989$  71,998$    28,294$   17,345$   14,841$   9,511$     

Over/(Under) Prior Year (790)$        (787)$        (640)$       305$        82$          251$        

Percentage Change (0.6%) (1.1%) (2.3%) 1.8% 0.6% 2.6%
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Expense Allocation by Member Agency
Comparison w/o BNSF lease costs in FY 2016-17 

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Expenses

Train Operations and Services $142,337 $71,707 $33,262 $15,836 $15,386 $6,144

MOW 41,554      22,015      8,437       3,196       5,452       2,455       

Administration and Services 39,992      19,121      7,263       5,692       4,141       3,775       

Insurance 17,663      9,418        4,290       1,342       2,026       586          

Total Expenses, incl. MOW $241,545 $122,261 $53,253 $26,066 $27,005 $12,960

$243,815 $123,820 $53,822 $25,779 $27,506 $12,888

$237,760 $120,533 $52,556 $25,202 $26,826 $12,644

Over/(Under) Prior Year as Adopted (2,270)$     (1,559)$     (569)$       287$        (501)$       72$          
Percentage Change  (0.9%)  (1.3%)  (1.1%) 1.1%  (1.8%) 0.6%

Over/(Under) Prior Year w/o BNSF 3,785$      1,728$      697$        864$        179$        316$        

Percentage Change 1.6% 1.4% 1.3% 3.4% 0.7% 2.5%

FY 2016-17 Budget as Adopted

FY 2016-17 Budget w/o BNSF
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Subsidy by Member Agency 
Comparison w/o BNSF lease costs in FY 2016-17 

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Revenues 100,346$  51,050$    25,599$   8,417$     12,082$   3,199$     

Expenses, including MOW 241,545    122,261    53,253     26,066     27,005     12,960     

Member Agency FY 2017-18 Subsidy 141,199$  71,211$    27,654$   17,649$   14,923$   9,761$     

FY 2016-17 Budget as Adopted 141,989$  71,998$    28,294$   17,345$   14,841$   9,511$     

FY 2016-17 Budget w/o BNSF 135,934$  68,711$    27,028$   16,768$   14,161$   9,267$     

Over/(Under) Prior Year As Adopted (790)$        (787)$        (640)$       305$        82$          251$        

Percentage Change (0.6%) (1.1%) (2.3%) 1.8% 0.6% 2.6%

Over/(Under) Prior Year w/o BNSF 5,265        2,500        626          881          762          494          

Percentage Change 3.9% 3.6% 2.3% 5.3% 5.4% 5.3%
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Expense Allocation by Member Agency
with addition of Rail 2 Rail

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Expenses

Train Operations and Services $143,115 $71,958 $33,749 $15,836 $15,386 $6,184

MOW 41,554     22,015      8,437       3,196       5,452       2,455       

Administration and Services 39,992     19,121      7,263       5,692       4,141       3,775       

Insurance 17,663     9,418        4,290       1,342       2,026       586          

Total Expenses, incl. MOW $242,323 $122,512 $53,740 $26,066 $27,005 $13,000

$243,815 $123,820 $53,822 $25,779 $27,506 $12,888

Over/(Under) Prior Year (1,492)$    (1,308)$     (82)$        287$        (501)$       112$        

Percentage Change  (0.6%)  (1.1%)  (0.2%) 1.1%  (1.8%) 0.9%

FY 2016-17 Budget 
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Subsidy by Member Agency 
with addition of Rail 2 Rail

($000s)

Total Metro OCTA RCTC SANBAG VCTC

FY 2017-18 Share Share Share Share Share

Revenues 100,346$  51,050$    25,599$   8,417$     12,082$   3,199$     

Expenses, including MOW 242,323    122,512    53,740     26,066     27,005     13,000     

Member Agency FY 2017-18 Subsidy 141,977$  71,462$    28,141$   17,649$   14,923$   9,801$     

FY 2016-17 Budget 141,989$  71,998$    28,294$   17,345$   14,841$   9,511$     

Over/(Under) Prior Year (12)$         (536)$        (153)$       305$        82$          251$        

Percentage Change (0.0%) (0.7%) (0.5%) 1.8% 0.6% 2.6%
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Committee Members Present Staff Present 
Andrew Do, Chairman 
Steve Jones, Vice Chairman 
Michael Hennessey 
Richard Murphy 
Todd Spitzer 
Michelle Steel 
 
Committee Members Absent 

Ken Phipps, Deputy Chief Executive 
Officer 
Laurena Weinert, Clerk of the Board 
Gina Claridge, Board Specialist 
James Donich, General Counsel 
OCTA Staff and Members of the General 
Public 
 

Miguel Pulido 
 
Call to Order 
 
The March 22, 2017 regular meeting of the Finance and Administration Committee 
was called to order by Committee Chairman Do at 10:32 a.m. 
 
Pledge of Allegiance 

 

Committee Chairman Do led in the Pledge of Allegiance.  
 
1. Public Comments 
 
 No public comments were received. 
 

Special Calendar 
 
There were no Special Calendar matters. 
 

Consent Calendar (Items 2 through 9) 
 
All items on the Consent Calendar are to be approved in one motion unless a 
Committee Member or a member of the public requests separate action or 
discussion on a specific item. 
 
2. Approval of Minutes 
 

A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to approve the minutes of the       
March 8, 2017 Finance and Administration Committee meeting.  
 
Directors Hennessey and Jones were not present to vote on this item. 
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3. Orange County Local Transportation Authority Measure M2 

Agreed-Upon Procedures Reports, Year Ended June 30, 2016 
 

A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to:  
 
A. Direct staff to monitor implementation of recommendations by the 

County of Orange and all cities. 
 
B. Receive and file the Orange County Local Transportation Authority 

Measure M2 Senior Non-Emergency Medical Transportation Program 
Agreed-Upon Procedures Report Fiscal Year Ended June 30, 2016, 
the Orange County Local Transportation Authority Senior Mobility 
Program Agreed-Upon Procedures Reports Year Ended          
June 30, 2016, and the Orange County Local Transportation Authority 
Measure M2 Local Fair Share Agreed-Upon Procedures Reports Year 
Ended June 30, 2016, as information items. 

 
Directors Hennessey and Jones were not present to vote on this item. 
 

4. Orange County Transportation Authority Policies and Procedures, 
Internal Audit Report No. 17-507  

 
A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to direct staff to implement three 
recommendations provided in Orange County Transportation Authority 
Policies and Procedures, Internal Audit Report No. 17-507. 

 
Directors Hennessey and Jones were not present to vote on this item. 

 
5. Award of Sole Source Agreement with Xerox Corporation for Ink, Parts, 

Supplies, Printing, Equipment Repair, and Maintenance 
 

A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to authorize the Chief Executive Officer to 
negotiate and execute Purchase Order No. A37076 between the      
Orange County Transportation Authority and Xerox Corporation, in the 
amount of $95,000, for printing costs, equipment repair, and maintenance of 
the Xerox 800 color press through June 30, 2017. 
 
Directors Hennessey and Jones were not present to vote on this item. 
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6. Orange County Transportation Authority Investment and Debt 

Programs Report - February 2017 
 

A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to receive and file as an information item. 
 
Directors Hennessey and Jones were not present to vote on this item. 
 

7. Local Transportation Fund Claims for Fiscal Year 2017-18 
 

A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to adopt Orange County Transit District 
Resolution No. 2017-013 authorizing the filing of Local Transportation Fund 
claims, in the amounts of $146,621,592, to support public transportation and 
$7,774,611 for community transit services. 
 
Directors Hennessey and Jones were not present to vote on this item. 
 

8. Amendments to the 91 Express Lanes Three-Party Operating 
Agreement and Facility Agreement 

 
A motion was made by Director Jones, seconded by Director Spitzer, and 
declared passed by those present, to: 
 
A.  Authorize the Chief Executive Officer to execute Amendment No. 2 to 

Agreement No. C-3-1529 among the Orange County Transportation 
Authority, Riverside County Transportation Commission and Cofiroute 
USA, LLC., for the inclusion of the joint software license, software 
maintenance and escrow agreements.    

 
B. Authorize the Chief Executive Officer to execute Amendment No. 3 to 

Agreement No. C-3-1529 among the Orange County Transportation 
Authority, Riverside County Transportation Commission and Cofiroute 
USA, LLC., in the amount of $1,302,562, for maintenance and support 
services for the 91 Express Lanes Electronic Toll and Traffic 
Management systems.   

 
C. Authorize the Chief Executive Officer to execute Amendment No. 3 to 

Agreement No. C-5-3828 between the Orange County Transportation 
Authority and Riverside County Transportation Commission, in the 
amount of $431,308, for the reimbursement of shared operational 
expenses through June 30, 2018. 
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8. (Continued) 

 
Director Hennessey was not present to vote on this item. 

 
Committee Chairman Do did not participate or vote on this item. 

 
9. Security and Privacy Liability Insurance Coverage 
  

A motion was made by Director Steel, seconded by Director Murphy, and 
declared passed by those present, to receive and file as an information item. 
 
Directors Hennessey and Jones were not present to vote on this item. 

 

Regular Calendar 
 
10. Update on the Day Pass Promotion 
 

Sean Murdock, Director of Finance and Administration, provided an update 
on the day pass promotion and reported that the Board of Directors approved 
a six-month promotional reduction in the price of the day pass from $5.00 to 
$4.00 effective October 9, 2016.  Staff evaluated the initiative and 
determined that it did not meet its objective of attracting new riders which also 
resulted in significant impacts to the fare revenue. 

 
 A lengthy discussion ensued regarding, quarterly performance, loss of 

ridership, price sensitivity, and future trends on ridership. 
 
 Committee Chairman Do inquired on the marketing efforts for this promotion. 
 
 Stella Lin, Manager of Marketing, stated that the marketing efforts for this 

promotional period were bus ads, direct mail, and social media campaigns. 
 
 Darrell Johnson, Chief Executive Officer (CEO), stated that staff is working 

with the colleges and noted there is an increase traffic on the mobile ticketing 
app. 

 
A motion was made by Director Spitzer, seconded by Director Murphy, and 
declared passed by those present, to direct staff to end the promotional 
reduction in the price of the day pass on April 9, 2017, and return with options 
to utilize remaining Low Carbon Transit Operations Program funds. 

  



 MINUTES 
 Finance and Administration Committee Meeting 

March 22, 2017                                                        Page 5 of 9 

 

Discussion Items 
 
11. Review of Policy on Unsolicited Proposals 
 

Virginia Abadessa, Director of Contracts Administration & Materials 
Management, provided a PowerPoint presentation on the following: 
 

 Background; 

 Policy; 

 What is an Unsolicited Proposal; 

 Unsolicited Proposal Criteria;  

 Orange County Transportation Authority’s (OCTA’s) Role in the 
Process; 

 Proposer’s Role in the Process; 

 Process Overview; and 

 Next Steps. 
 

Committee Chairman Do asked what an unsolicited proposal is.  
 
Ms. Abadessa responded that unsolicited proposals are innovative and 
unique ideas that are not developed programs with OCTA. 
 
Mr. Johnson, CEO, stated that staff wanted to make sure the Finance and 
Administration Committee knew this policy was in place in case constituents 
inquired on this topic. 

 
12. Delivering Transportation Solutions in a Changing Market 
 

Darrell Johnson, CEO, provided a PowerPoint presentation for this item as 
follows: 
 

 Planning Efforts Underway; 

 OCTA Core Functions; 

 Background – Measure M; 

 Next 10 Delivery Plan; 

 Background – Bus Transit; 

 Trends; 

 OC Bus 360º - Reinventing Bus Service; 

 Efficiency Measures/Cost Savings; 

 Staff Levels and Service Hours; 

 Other OCTA Programs; and 

 Next Steps. 
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12. (Continued) 
 

Director Spitzer expressed concern that OCTA’s labor contracts are not 
locking OCTA into employee numbers, especially with potential changes to 
the system. 
 
Mr. Johnson, CEO, stated that staff has flexibility to adjust OCTA’s workforce 
size based on OCTA business needs. 
 
Director Spitzer inquired on the status of the peer review for Metrolink.  
 
Janet Sutter, Executive Director of Internal Audit, responded that the peer 
review is tentatively scheduled for the month of April.   
 
Director Spitzer inquired if the feedback from the peer review will return back 
to the Finance and Administration Committee before approval of the final 
budget. 
 
Mr. Johnson, CEO, stated that feedback from the peer review will return to the 
Finance and Administration Committee before the approval of the final 
budget. 
 
Director Spitzer inquired about the amendment designation of air quality 
conformity from the southbound 241 Toll Road to the State Route 241/91 
Express Connector Project.   
 
Kia Mortazavi, Executive Director of Planning, responded that the formal 
amendment to change the air quality conformity was completed last month 
while the environmental work is still pending.  
 
Mr. Johnson, CEO, responded that staff will follow-up on the construction 
activity schedule and report back to the Finance and Administration 
Committee at a later date. 
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13. Fiscal Year 2017 - 18 Budget Assumptions 
 

Andrew Oftelie, Executive Director of Finance and Administration, provided 
opening comments and introduced Victor Velasquez, Manager, Financial 
Planning & Analysis, who reported the following:  
 

 Key Issues; 

 Measure M2 Program Assumptions; 

 Rail Program Assumptions; 

 91 Express Lanes Program Assumptions; 

 Motorist Services Program Assumptions; 

 Bus Program Assumptions; 

 Bus Program Revenue Assumptions; 

 Bus Operations Service Assumptions, and 

 Next Steps. 
 

Director Spitzer asked what the net would be for the excess toll revenues on 
the 91 Express Lanes and what part of the excess toll revenues would go to 
the State Route 241/91 Express Connector Project.   
 
Kirk Avila, General Manager, Treasurer and Toll Roads responded that the 
net for excess revenues is 25 percent.   

 
Mr. Johnson, CEO, commented that staff has set a high-level number for an 
assumed cash flow for the excess toll revenues during the next ten years.  
He also stated that the opening of the extension of the 91 Express Lanes will 
feed into the full discussion on what part of the excess toll revenues will go for 
the State Route 241/91 Express Connector Project.  

 
A lengthy discussion ensued regarding, bus assumptions, reduction of 
service hours, and the preview of the budget workshop. 
 
Director Spitzer inquired on the additional $14.5 million revenue source. 
 
Mr. Johnson, CEO, responded that the $14.5 million revenue source is an 
option that would be a one-time infusion from another transit agency that has 
federal bus funds for a one-year period.  He also stated there could be other 
pilot programs which require longer lead time for future service modifications. 
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14. Chief Executive Officer's Report 
 

 The extension of the 91 Express Lanes opened earlier this week.        
The Riverside County Transportation Commission will be hosting a 
grand-opening ceremony on Friday, March 31st, at 11:00 a.m., at the 
North Main Corona Metrolink Station. 

  

 Through sponsorship by Assembly Members Tom Daly and      
Todd Gloria, the Joint Legislature and Audit Committee will conduct a 
hearing on Tuesday, March 28th to seek an audit of the distribution and 
collection of the Transportation Development Act sales tax. 

 
15. Committee Members' Reports 
 

Board Chairman Hennessey requested that Joel Kotkin, Chapman University, 
present to the Finance and Administration Committee his long-range study given to 
the Orange County Council of Governments General Assembly on March 16th. 

 
Board Chairman Hennessey requested that the University of California,    
Los Angeles (UCLA) long-range study presentation be forwarded on to the 
full board. 
 
Mr. Johnson, CEO, responded that the UCLA presentation was forwarded to 
the Board for review. 
 
Committee Chairman Do expressed concerns on how staff views bus 
ridership demographics and would like to see an increase to the frequency of 
segments in the bus routes, service cuts for routes that are not productive, 
and a different pricing model. 
 

16. Closed Session 
 

A Closed Session was held for the following: 
 
Pursuant to Government Code Section 54946.9 (c) - One matter 
 
There was no report out for the Closed Session item. 
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17. Adjournment 
 

The meeting adjourned at 12:14 p.m.  
 

The next regularly scheduled meeting will be held at 10:30 a.m. on 
Wednesday, April 12, 2017, at the Orange County Transportation Authority 
Headquarters, 550 South Main Street, Board Room - Conference Room 07, 
Orange, California. 

 
 
 
ATTEST 
 
 
 
 
 
 
 

Gina Claridge 
Deputy Clerk of the Board 

 

Andrew Do 
Committee Chairman 
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To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit 
 
Subject: Investment Management Service Contracts, Internal Audit 

Report No. 17-504 
 
 
Overview 
 
The Internal Audit Department has completed an audit of Investment 
Management Service Contracts. Based on the audit, contract compliance and 
invoice review controls are generally adequate; however, several concerns were 
identified related to the procurement of treasury management software. Also, a 
recommendation was made to update agreements with investment managers. 
 
Recommendation  
 
Direct staff to implement two recommendations provided in Investment 
Management Service Contracts, Internal Audit Report No. 17-504. 
 
Background 
 
The Treasury/Public Finance Department (Treasury) is responsible for 
management of the Orange County Transportation Authority’s (OCTA’s) 
investment portfolio. On December 31, 2016, the investment portfolio’s book 
value was approximately $1.48 billion.  
 
In April 2012, Treasury staff entered into an agreement with Clearwater 
Analytics, a web-based investment portfolio accounting and reporting tool for the 
purpose of automating the process of monitoring, reconciling, and reporting of 
the investment portfolio. 
 
OCTA procurement policy and procedures (policies), approved by the Board of 
Directors (Board), include procurement approval thresholds, guidelines for 
issuance of requests for proposal (RFP), criteria for evaluating proposals, and 
rules for the conduct of procurement activities. Among these is a requirement to 
obtain Board approval for any contract exceeding $250,000, or any amendment 
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exceeding 15 percent of contract value, or $250,000, whichever is less. Guidelines 
require Contracts Administration and Materials Management (CAMM) 
administrators to include a cost and price form for bidders to complete as part of 
their proposal. Changes to the scope of work after issuance of an RFP are typically 
addressed as addendums to the RFP. Policies state that all contact with proposers 
during the solicitation, evaluation, negotiation, and award phases must be limited 
only to CAMM staff. Finally, CAMM generally uses standard contract templates 
that have been reviewed with legal counsel and risk management to ensure 
inclusion of appropriate clauses and insurance coverage requirements. 
 
Discussion 
 
The procurement process used to acquire treasury management software in 
2011, did not comply with all policies. Further, staff issued the original contract 
and the first amendment to the contract just under the thresholds that would 
require Board approval. In addition, the Internal Audit Department (Internal 
Audit) noted several irregularities related to the initial procurement. 
 
Specifically, the original procurement solicited proposals for a six-month term, 
with a budget of $70,000. Staff eventually issued a five-year, $250,000 contract 
to one of the proposing firms without amending or reissuing the RFP. Also, the 
selected firm submitted a proposal that was not in the format dictated by the 
RFP. Rather than finding the proposal non-responsive, staff developed an 
estimate of the annual cost for purposes of price comparison. A corresponding 
calculation and methodology used to arrive at the price estimate was not 
documented; however, it resulted in the selected firm receiving the highest score 
under the cost criterion. Finally, documentation on file reflects that the project 
manager engaged in direct negotiations with the selected firm. 
 
During these direct negotiations, the project manager negotiated a lower 
contract cost over a five-year term in exchange for allowing the firm to use the 
OCTA logo for marketing purposes and to allow a case study to be completed 
within the first year of the contract. Currently, the vendor website includes a 
testimonial by the project manager. 
 
Documentation on file reflects staff’s estimate of the five-year total cost of the 
contract to be $296,000, with notes outlining a four-year contract for $250,000, 
and a one-year amendment of 15 percent; however, the contract was ultimately 
issued for $250,000 for five years. In March 2016, the fourth year of the contract, 
staff issued an amendment to increase the contract value by 15 percent. This 
amendment proved to be insufficient, and two months later a second amendment 
was requested to increase the total maximum obligation to $409,500. The 
second amendment was presented to the Board for approval, as required.  
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Internal Audit recommended management ensure compliance with procedures 
and adequate documentation be prepared and maintained to support 
methodologies for cost estimates and decisions made regarding acceptance of 
proposal deviations and reasons for changes to RFP scope that do not result in 
an amended or reissued RFP. In addition, Internal Audit noted that the value of 
cost estimates should translate to contract value. Finally, Internal Audit 
recommended management consider developing a policy with guidelines for the 
use of OCTA’s logo by vendors, staff-provided testimonials, or staff participation 
in vendor case studies for marketing purposes. Management agreed and 
indicated that requirements will be re-enforced with staff, and justification for 
decisions, along with the method for calculating final pricing, will be documented 
and on file. Management also agreed to consider developing a policy with 
guidelines for the use of OCTA’s logo by vendors, staff-provided testimonials, or 
staff participation in studies for marketing purposes. 
 
In addition, Internal Audit found that evergreen contracts with State Street Global 
Advisors, Western Asset Management Company, and J.P. Morgan do not 
include standard provisions such as insurance requirements, a right to audit 
clause, and identification of key personnel. Internal Audit recommended 
management review and update the agreements to include appropriate and 
applicable contract clauses. Management agreed and indicated that the 
agreements will be updated. 
 
Summary 
 
Internal Audit has completed an audit of Investment Management Service 
Contracts. 
 
Attachment 
 
A. Investment Management Service Contracts, Internal Audit Report 

No. 17-504 
 
 
 
Prepared by: 
 

 

Approved by: 

 
 

Gabriel Tang Janet Sutter
Principal Internal Auditor 
714-560-5746 

Executive Director, Internal Audit 
714-560-5591 
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Conclusion 
 
The Internal Audit Department (Internal Audit) has completed an audit of Investment 
Management Service Contracts. Based on the audit, contract compliance and invoice 
review controls are generally adequate; however, Internal Audit identified several 
concerns related to the procurement of treasury management software. Also, a 
recommendation was made to update agreements with investment managers. 
 
Background 
 
The Treasury/Public Finance Department (Treasury) is responsible for management of 
the Orange County Transportation Authority’s (OCTA’s) investment portfolio. On 
December 31, 2016, the investment portfolio’s book value was approximately 
$1.48 billion.  
 
OCTA has agreements with four investment managers, JP Morgan, State Street Global 
Advisors, Payden & Rygel, and Western Asset Management Company, for administration 
of the short-term investment portfolio.  
 
In April 2012, Treasury staff entered into an agreement with Clearwater Analytics 
(Clearwater), a web-based investment portfolio accounting and reporting tool for the 
purpose of automating the process of monitoring, reconciling, and reporting of the 
investment portfolio. 
 
In addition, Treasury holds agreements with Sperry Capital for analysis, consultation, and 
support for financial and investment matters and with Nossaman, Guthner, Knox & 
Elliot, LLP for bond counsel services. 
 
OCTA procurement policies and procedures, approved by the Board of Directors (Board), 
include procurement approval thresholds, guidelines for issuance of Requests for 
Proposal (RFP), criteria for evaluating proposals, and rules for the conduct of 
procurement activities. Among these is a requirement to obtain Board approval for any 
contract exceeding $250,000, or any amendment exceeding 15 percent of the contract 
value, or $250,000, whichever is less. Guidelines require Contracts Administration and 
Materials Management (CAMM) administrators to include a cost and price form for 
bidders to complete as part of their proposal. Changes to the scope of work after issuance 
of an RFP are typically addressed as addendums to the RFP. CAMM policies state that 
all contact with proposers during the solicitation, evaluation, negotiation, and award 
phases be limited only to CAMM staff. Finally, CAMM generally uses standard contract 
templates that have been reviewed with legal counsel and risk management to ensure 
inclusion of appropriate clauses and insurance coverage requirements. 
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Objectives, Scope, and Methodology 
 
The objectives were to assess contract compliance, procurement, and invoice review 
controls of investment related service contracts. 
 
The scope included review of Agreement No. C-1-3116 with Sperry Capital, Agreement 
No. C-5-3099 with Nossaman, Guthner, Knox & Elliott, Agreement No. C-1-2926 with 
Clearwater, Agreement No. C-9-0518 with J.P.Morgan Investment Management Inc., 
Agreement No. C-9-9302 with Western Asset Management Company, Agreement 
No. C-7-0145 with State Street Global Advisors, and Agreement No. C-7-0146 with 
Payden & Rygel. Invoices between July 1, 2014 and December 31, 2016, were tested, 
except for those of Sperry Capital and Clearwater, as those invoices are reviewed during 
the semi-annual review of investments. Also, procurements and/or amendments to all 
contracts since 2011 were reviewed for compliance with policies and procedures. 
 
The methodology included testing for compliance with key contract terms, invoice review 
policies and procedures, CAMM procurement and amendment procedures.  
 
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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Audit Comments, Recommendations, and Management Responses 
 
Irregularities	Identified	in	the	Procurement	of	Treasury	Management	Software	
 
The procurement process used to acquire treasury management software in 2011, did 
not comply with all OCTA procurement policies and procedures. Further, staff issued the 
original contract and the first amendment to the contract just under the thresholds that 
would require Board approval. In addition, Internal Audit noted several irregularities 
related to the initial procurement. 
 
An RFP was issued in August 2011, requesting firm fixed price bids from qualified firms 
to provide treasury management software. There was no evidence on file that an 
Independent Cost Estimate (ICE) was prepared by the project manager as required by 
OCTA policy and procedures. Further, while the advertised scope of the project was 
$70,000 for six months, a five year contract for $250,000 was ultimately negotiated and 
issued. This change to the scope of work could have had an impact on the level of 
competition had the RFP been amended and/or reissued. The final contract was not 
executed until eight months after the RFP, in April 2012. Documentation on file suggests 
that the delay was the result of the project manager encountering difficulties obtaining 
concurrence from upper management for a longer term contract.  
 
The cost and price form included with the RFP required firms to bid firm fixed prices for 
individual tasks. On the proposal due date, three bids were received. One was later 
withdrawn and the remaining two bids were evaluated. One bid reflected a firm fixed price 
proposal of $70,000, and a second bid proposed a .01 percent fee on portfolio market 
balances.  
 
While the second proposal was not provided in the format dictated by the RFP, staff did 
not deem it non-responsive. Instead, staff estimated the cost of the proposal to be 
$62,771. A corresponding calculation and methodology used to arrive at this amount was 
not documented; however, it resulted in the selected firm receiving the highest score 
under the cost criterion.  
 
OCTA policy states that, “All contacts with …consultants that relate to a particular 
procurement that is in the solicitation, evaluation, negotiations, or award phase must be 
conducted by CAMM staff.” However, documentation on file reflects direct negotiation 
occurred between the project manager and the selected firm. The project manager 
negotiated a lower rate against portfolio market balances over a five year term in 
exchange for allowing the firm to use the OCTA logo for marketing purposes and to allow 
a case study to be completed within the first year of the contract. Currently, the vendor 
website includes a testimonial by OCTA staff. There is no policy governing the use of 
OCTA’s logo, staff-provided testimonials, or staff participation in vendor case studies for 
marketing purposes. 
 



ORANGE COUNTY TRANSPORTATION AUTHORITY 
INTERNAL AUDIT DEPARTMENT 

Investment Management Service Contracts 
April 12, 2017 

 

4 
 

A cost estimate of $296,000 was prepared based on the negotiated lower rates and a 
five-year term, however, the contract was issued for $250,000. A note on the cost 
estimate outlines a four-year contract for $250,000, and a one-year amendment of 
15 percent, terms that would not require Board approval. Ultimately, the contract was 
issued for $250,000 for five years, through March 2017. In March 2016, the fourth year of 
the contract, staff issued an amendment to increase the contract value by 15 percent for 
a total maximum obligation of $287,500. This amendment proved to be insufficient and 
two months later, the project manager requested a second amendment to increase the 
total maximum obligation to $409,500. The second amendment was taken to the Board 
for approval, as required. The accompanying staff report stated that the increase was 
necessary “…due to continued growth in the size of the OCTA investment portfolio”. 
 
Recommendation 1:  

Management should ensure compliance with OCTA’s procurement policies and 
procedures that require an ICE be prepared and submitted with the requisition and project 
managers be prevented from conducting direct negotiations with proposing firms.  
 
When a proposal is submitted outside the format dictated by the RFP, decisions to accept 
the deviation should be documented, along with the calculations and methodologies used 
when cost estimates are prepared by staff for purposes of comparing price proposals. 
Documentation on file should describe and justify the reasons for changes to the RFP’s 
period of performance where an amended RFP or a new procurement is not undertaken. 
The value of the cost estimate on file should translate to the value of the contract issued. 
 
Management should consider developing a policy with guidelines for the use of OCTA’s 
logo by vendors, staff-provided testimonials, or staff participation in vendor case studies 
for marketing purposes. 
  
Management Response:  
 
CAMM agrees to enforce the requirement that an ICE is to be provided by the project 
manager at the time that the procurement is initiated. This is the current policy and one 
that staff is aware of. Unfortunately, this contract file did not include an ICE, which is 
extremely unusual. CAMM management will re-enforce this requirement with the staff 
during staff meetings and other training exercises. Likewise, CAMM will remind staff that 
project managers should not be conducting direct negotiations without CAMM staff being 
present. Negotiations are to be a joint effort of the contract administrator and project 
manager.  
 
RFP’s are issued to solicit an approach, action plan, or technique to solve a problem or 
need that is described in the RFP’s scope of work.  At times, a proposal is submitted that 
offers a different methodology or pricing model than what was originally envisioned when 
the scope of work and RFP were developed. It is the role of the evaluation committee to 
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review this different approach/pricing model and determine if it has merit and benefit to 
OCTA, even if it differs from the method identified in the scope of work. If this different 
approach or pricing model is the one recommended for award by the evaluation 
committee, it is the contract administrator’s duty to document the rationale for this 
decision. While the contract administrator always prepares a procurement memo that 
outlines the rationale for the recommendation, it will be important that the contract 
administrator clearly indicates when a recommendation deviates from the original scope 
of work and/or RFP and why the proposal was being recommended. CAMM management 
will ensure that staff understands this requirement and include this justification in the 
procurement memo. CAMM management will enforce the need for documentation to be 
included in the file which demonstrates the method for calculating the final pricing as well 
as how the pricing criteria was scored. Additionally, contracts will be issued consistent 
with the cost estimate on file. Documentation will be required in the contract file if a 
contract is issued in an amount that varies greatly from the cost estimate. 
 
Lastly, management agrees to consider developing a policy with guidelines for the use of 
OCTA’s logo by vendors, staff-provided testimonials, or staff participation in vendor case 
studies for marketing purposes.	
	
Investment	Manager	Agreements	should	be	Updated	
	
The State Street Global Advisors, Western Asset Management Company, and 
J.P. Morgan agreements are evergreen contracts that were initially executed in 1997, 
2007, and 2008, respectively. The agreements do not contain standard provisions such 
as insurance requirements, a right to audit clause, and identification of key personnel.  
 
Recommendation 2:  
 
Internal Audit recommends that management review and update the agreements to 
include appropriate and applicable contract clauses. 
 
Management Response:  
 
CAMM agrees to work with Treasury to review the current investment manager 
agreements and update them to include applicable clauses. 
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To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit 
 
Subject: Investments: Compliance, Controls, and Reporting, July 1 through 

December 31, 2016  
 
 
Overview 
 
The Internal Audit Department has completed an audit of investments for the 
period July 1 through December 31, 2016. Based on the audit, the Orange 
County Transportation Authority complied with its debt, investment, and 
reporting policies and procedures.  
 
Recommendation  
 
Receive and file Investments: Compliance, Controls, and Reporting, July 1 
through December 31, 2016, Internal Audit Report No. 17-510, as an information 
item. 
 
Background 
 
The Treasury Department is responsible for the management of the Orange 
County Transportation Authority’s (OCTA) investment portfolio. On 
December 31, 2016, the portfolio’s book value was approximately $1.48 billion. 
The portfolio consists of three managed portfolios:  liquid assets for OCTA’s daily 
operations, a bond proceeds portfolio to meet Measure M2 transportation 
program needs, and the short-term portfolio for future budgeted expenditures. 
External investment managers administer the short-term portfolio, and OCTA’s 
Treasurer manages the liquid assets portfolio. 
 
The Investment Policy (Policy) sets forth guidelines for all OCTA investments to 
ensure conformance with the California Government Code. The Policy outlines 
permitted investments, as well as diversification guidelines. The diversification 
limits ensure the portfolio is not unduly concentrated in securities of one type, 
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industry, or entity, thereby assuring adequate portfolio liquidity should one sector 
or company experience difficulties. 
 
Discussion 
 
OCTA’s investment activities are reviewed on a semi-annual basis by the 
Internal Audit Department. The objective of the audit was to determine if OCTA 
was in compliance with its debt, investment, and reporting policies and 
procedures for the period July 1 through December 31, 2016. 
 
Summary 
 
Based on the audit, OCTA complied with its debt, investment, and reporting 
policies and procedures. 
 
Attachment 
 
A. Investments: Compliance, Controls, and Reporting, July 1 through 

December 31, 2016, Internal Audit Report No. 17-510 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 
 
 

Approved by: 
 

 

Gabriel Tang Janet Sutter
Principal Internal Auditor 
714-560-5746 

Executive Director, Internal Audit 
714-560-5591 
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Conclusion 
 
The Internal Audit Department (Internal Audit) has completed an audit of investments 
for the period July 1 through December 31, 2016. Based on the audit, the Orange 
County Transportation Authority (OCTA) complied with its debt, investment, and 
reporting policies and procedures.  
 
Background 
 
Portfolio Management 
 
The Treasury Department (Treasury) is responsible for the management of OCTA’s 
investment portfolio (portfolio). On December 31, 2016, the investment portfolio’s book 
value was approximately $1.48 billion. The portfolio consists of three managed 
portfolios:  liquid assets for OCTA’s daily operations, a bond proceeds portfolio to meet 
Measure M2 transportation program needs, and a short term portfolio for future 
budgeted expenditures. External investment managers administer the short-term 
portfolio, and OCTA’s Treasurer manages the liquid assets portfolio. OCTA also has 
investments in debt service reserve funds for various outstanding debt obligations. 
OCTA’s Accounting Department (Accounting) is responsible for recording all debt and 
investment transactions and for reconciling all bank and custodial accounts monthly. 
 
Investment Policy 
 
The Investment Policy (Policy) sets forth guidelines for all OCTA investments to 
ensure conformance with the California Government Code (CGC). The Policy outlines 
permitted investments as well as diversification guidelines. The diversification limits 
ensure the portfolio is not unduly concentrated in securities of one type, industry, or 
entity, thereby assuring adequate portfolio liquidity should one sector or company 
experience difficulties. 
 
OCTA has provided the investment managers with a copy of the Policy and requires 
investment managers to invest their portfolios in accordance with the provisions of the 
Policy.  
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Objectives, Scope and Methodology 
 
The primary objective was to determine if OCTA complied with its debt, investment, 
and reporting policies and procedures.   
 
Audit objectives included determining if: 
 

 Internal controls over OCTA’s investment activities were adequately designed; 
 OCTA was in compliance with the CGC; 
 Investment transactions were adequately supported; and 
 OCTA was in compliance with investment requirements of debt issuances. 
 
The scope included investment transactions and investment-related controls for the 
period July 1 through December 31, 2016.  
 
The methodology consisted of reviewing the most current Investment Policy and Debt 
and Investment Management Manual, reviewing any personnel changes and 
corresponding updates to bank authorization signature cards, reviewing a judgmental 
sample of daily cash worksheets prepared by Accounting and Treasury staff, 
reviewing a judgmental sample of repo-sweeps, verifying a judgmental sample of wire 
transfers to source documents, reviewing judgmental samples of securities for 
Treasury software and computer data testing, and reviewing the quarterly debt and 
investment reports provided to OCTA’s Board of Directors for accuracy. For daily cash 
report testing, repo-sweep testing, and wire transfer testing, Internal Audit 
judgmentally selected one transaction per month during the scope period. For 
Treasury software and computer data testing, Internal Audit haphazardly selected five 
securities per trustee per quarter, resulting in a sample of 40 securities, and traced 
the securities from the statements to the Clearwater Daily Holding Reports. For 
quarterly report transaction testing, Internal Audit haphazardly selected 40 
investments per quarter for coverage over different types of securities. Since the 
samples are non-statistical, any conclusions are limited to the sample items tested. 
The methodology also included testing the Deputy Treasurer’s monitoring of the 
investment managers’ compliance with the Policy, including obtaining 
acknowledgement of receipt of OCTA’s Policy, and obtaining written descriptions of 
the compliance and control environment of the investment managers. 
 
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 the evidence 
obtained provides a reasonable basis for our findings and conclusions based on our 
audit objectives.  
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To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
  
 Janet Sutter, Executive Director 
 Internal Audit Department 
 
Subject: Fiscal Year 2016-17 Internal Audit Plan, Third Quarter Update 
 
 
Overview 
 
The Orange County Transportation Authority Board of Directors adopted the 
Fiscal Year 2016-17 Internal Audit Plan on July 25, 2016. This update is for the 
third quarter of the fiscal year. 
 
Recommendation 
 
Receive and file the third quarter update to the Orange County Transportation 
Authority Fiscal Year 2016-17 Internal Audit Plan as an information item. 
 
Background 
 
The Internal Audit Department (Internal Audit) is an independent appraisal 
function, the purpose of which is to examine and evaluate the  
Orange County Transportation Authority's (OCTA) operations and activities to 
assist management in the discharge of its duties and responsibilities. 
 
Internal Audit performs a wide range of auditing services that include 
overseeing the annual financial and compliance audits, conducting operational 
and contract compliance reviews, investigations, pre-award price reviews, and 
Buy America reviews. Audits initiated by entities outside of OCTA are 
coordinated through Internal Audit. 
 
Discussion 
 
The OCTA Fiscal Year (FY) 2016-17 Internal Audit Plan (Plan) (Attachment A) 
reflects the status of each audit project. At quarter end, several projects are in 
process. 
 
During the third quarter of the FY, Internal Audit issued an audit of Payment 
Card Industry Data Security Standard (PCI-DSS) compliance. Based on the 
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audit, OCTA is not fully compliant with standards and reporting requirements of 
the PCI DSS or related payment card issuer standards. Internal Audit 
recommended management evaluate the necessary resources and controls to 
ensure full compliance with PCI DSS and develop a proposal to achieve 
compliance and/or provide a reasonable approach moving forward. 
Management agreed and outlined actions for undertaking an assessment and 
evaluation of steps necessary to become fully compliant. Internal Audit also 
recommended management implement procedures to ensure that quarterly 
network scans are performed and remediation efforts are identified and 
addressed accordingly. Management agreed to perform quarterly scans and 
implement remediation actions based on risk and cost. 
 
Internal Audit also issued the audit of budget development, monitoring, and 
reporting. Based on the audit, controls were found to be generally adequate; 
however, recommendations were made to enhance and expand written 
procedures, to improve controls over salary grade changes, to adhere to the 
Position Control Policy, and to improve estimates and explanations included 
with the Sole Source List. Management agreed and proposed appropriate 
corrective actions. 
 
An audit of OCTA policies and procedures was completed and found that, 
while policies and procedures are approved as required, enhanced controls are 
needed to ensure timely update and communication of new and revised 
policies and procedures, as well as improved tracking of policies and 
procedures. Management agreed and proposed actions to address the 
recommendations. 
 
Internal Audit also completed work on an audit of Coach Operator Health 
Insurance Benefits and provided coordination of an audit by the Department of 
Finance, on behalf of the California Department of Transportation, of 
Proposition 1B funds utilized on five grade separation projects and the Oso 
Parkway Widening Project.  
 
Also during the quarter, OCTA’s independent financial statement auditor, 
Vavrinek, Trine, Day & Company, LLP (VTD) issued results of the annual 
Measure M Agreed-Upon Procedures (AUP) reviews. AUP were applied to the 
County of Orange in relation to the Senior Non-Emergency Medical 
Transportation Program, the cities of Fountain Valley, Fullerton, Laguna Niguel, 
Laguna Woods, Lake Forest, Newport Beach, Placentia, San Juan Capistrano, 
and Yorba Linda in relation to Local Fair Share funding, and the cities of 
Fullerton, Mission Viejo, Newport Beach, and Yorba Linda in relation to Senior 
Mobility Program Funding. Observations were made relating to the 
classification of Maintenance of Effort and Local Fair Share expenditures, 
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errors in reporting of amounts on required activity reports and annual 
expenditure reports, failure to allocate interest income, senior mobility program 
trips, inclusion of projects in city Capital Improvement Program plans, and 
service contractor procurement. OCTA staff will perform follow-up with the 
County of Orange and applicable cities to confirm that the observations have 
been addressed. 
 
Internal Audit Productivity 
 
Internal Audit measures the productivity of the department by calculating a 
productivity ratio. The ratio, used broadly throughout the audit industry, 
measures the amount of time auditors spend on audit projects versus time 
spent on administrative duties. Productivity goals are established for both the 
professional staff and for the department as a whole. Because the executive 
director regularly participates in non-audit management activities such as 
planning and committee meetings, the department-wide target is set at 
75 percent. The target for internal audit professional staff, not including the 
executive director, is 80 percent.   
 
For the quarter ended March 31, 2017, Internal Audit achieved productivity of 
78 percent, and the professional staff achieved productivity of 84 percent. 
 

Price Reviews 
 
At the request of the Contracts Administration and Materials Management 
(CAMM) Department, and consistent with OCTA procurement policy, Internal 
Audit conducts reviews of single bid procurements to ensure that CAMM 
handled the procurement in a fair and competitive manner. Internal Audit also 
reviews prices proposed by architectural and engineering firms, and sole 
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source contractors to ensure that the prices are fair and reasonable. Internal 
Audit makes recommendations to adjust proposed rates where they exceed the 
rates per review. When the value of recommended adjustments can be 
estimated, Internal Audit tracks and reports the potential savings, as noted 
below. During the quarter ended March 31, 2017, Internal Audit conducted ten 
pre-award agreed-upon procedures reviews and recommended price 
adjustments, as indicated below: 
 

Quarter 
Price Reviews 
Recommended 

Adjustments 
1 $               662,136
2                  197,557
3                   328,792
4 
Total $              1,188,485

 
Fraud Hotline 
 
During the quarter ended March 31, 2017, Internal Audit received nine reports 
through OCTA’s Fraud Hotline, www.ethicspoint.com. Four were referred to 
management for follow-up, one was referred to legal counsel for investigation, 
and one was referred to the County of Orange. Two more reports involved 
criminal activity not related to OCTA and the reporters were advised to contact 
local police. One report was investigated by Internal Audit and was not 
substantiated; however, process improvement recommendations were made in 
connection with the review. 
 
Internal Audit is committed to responding to all hotline complaints within 
eight business days. During the quarter ended March 31, 2017, Internal Audit 
made initial contact within two business days. 
 
Monitoring Activities – Metrolink Audit Results 
 
Metrolink audit staff have indicated that a peer review has been scheduled for 
the week of April 17, 2017, and that results will be available in May 2017. 
Internal Audit will continue to monitor and report on these efforts.  
 
Findings and Recommendations Tracking 
 
At the request of the Finance and Administration Committee, unresolved audit 
recommendations are included with the quarterly updates to the Plan as 
Attachment B. Internal Audit includes findings and recommendations generated 
internally, as well as those provided by regulatory auditors and OCTA’s 
independent financial statement auditors.  
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During the quarter ended March 31, 2017, Internal Audit performed follow-up 
and removed one outstanding recommendation related to the Comprehensive 
Transportation Funding Program Audits. Follow-up of three more 
recommendations is underway as of the quarter end. Ten recommendations 
were added to the listing as a result of audits issued during the quarter.  
 
Summary 
 
Internal Audit will continue to implement the Plan, report on performance 
metrics, follow-up on outstanding audit recommendations, and report progress 
on a quarterly basis. 
 
Attachments 
 
A. Orange County Transportation Authority Internal Audit Department 

Fiscal Year 2016-17 Internal Audit Plan, Third Quarter Update 
B. Outstanding Audit Findings and Recommendations (Audit Reports 

Issued Through March 31, 2017) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 
 

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

 



Orange County Transportation Authority
Internal Audit Department

FY 2016-17 Internal Audit Plan 
Third Quarter Update

Audit Activity
Project 
Number Description

Primary 
Audit Type

Planned 
Staff 

Hours

Staff 
Hours 

to Date

Under 
(Over)

Status 
(Date 

Issued)
External 
Auditor

Annual Financial Audits and Agreed-Upon Procedures 
Reviews

FY17-001 
through 

FY17-004

Coordinate and report on annual financial and agreed-upon procedures reviews for fiscal year 
2016-17.

Financial             375         360           15 Complete 

External Regulatory Audits FY17-005 Coordinate and report on external audits by regulatory or funding agencies. Compliance               60           25           36 

Internal Audit Department Projects
Risk Assessment and Annual Audit Plan FY17-100 Annual preparation of the audit plan, quarterly updates to the audit plan and periodic 

assessment of risk throughout the year.
Audit Plan and 

Updates
            180           60         120 

Quality Assurance and Self-Assessment FY17-101 Update of Internal Audit Policies & Procedures.  Annual self assessment of the Internal 
Audit Department's (Internal Audit) compliance with Government Auditing Standards.

Quality 
Assurance

            180           97           83 

Fraud Hotline Activities FY17-102 Administrative duties related to the Fraud Hotline and investigations of reports of fraud, 
waste, or abuse. 

Fraud Hotline             250         297          (47)  18 
Reports 
Received 

Automated Workpaper Solution FY17-103 Purchase, training, and implementation and updates to automated workpaper solution. Workpaper 
System

            280         127         154 Complete 

On-Call Audit Services FY16-105 Prepare scopes of work and establish bench of independent audit firms to provide 
assistance with (1) performance audits and (2) application of agreed-upon procedures 
relating to price reviews and Buy America compliance reviews. 

On-Call Audit 
Services

160 63           97 In Process

Internal Audits

Security and Emergency Preparedness

Transit Police Services Contract FY17-512 Review oversight controls and contract compliance with agreement for provision of Transit 
Police services.

Compliance             240         240 

Benefits: Health Insurance Plans and Health Savings 
Accounts

FY17-506 Review controls in place to ensure proper enrollment, accounting, and compliance with 
laws, regulations, policies, and procedures.

Operational             320           94         226  In 
Process 

Coach Operator Health Insurance Benefits FY16-805 Review and test compliance with collective bargaining agreement for the coach operators as 
it relates to provision of health insurance benefits. 

Compliance             300         349          (49) Complete 
3-22-17 

Storm Water Pollution Prevention Plan FY17-505 Review oversight controls, policies, and procedures to ensure compliance with 
Enviornmental Protection Agency regulations.

Compliance               80           94          (14)  In 
Process 

Mandatory External Independent Audits

Human Resources and Organizational Development

tlepe
Text Box
ATTACHMENT A
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FY 2016-17 Internal Audit Plan 
Third Quarter Update

Audit Activity
Project 
Number Description

Primary 
Audit Type

Planned 
Staff 

Hours

Staff 
Hours 

to Date

Under 
(Over)

Status 
(Date 

Issued)
External 
Auditor

Project Controls FY16-507 Assess and test operating controls of the project controls function within the Capital 
Projects Division.

Compliance               40         170        (130) Issued   
9-14-16 

Project K: Right-of-Way Acquisition Activities FY17-5XX Assess and test controls to ensure compliance with Real Property Department Policies and 
Procedures for acquisition of property rights related to the Interstate 405 Project K.

Compliance             225         225 

Competitive Transportation Funding Program Projects FY16-511 Review selected projects for compliance with Measure M Ordinance, policies, and 
procedures. 

Compliance 60 77          (17) Issued    
10-12-16

Transit Operations

Fleetwatch Fluid Management System FY17-5XX Assess adequacy of system controls and data reporting related to dispensing of fuel. Operational             240         240 

Contracted Fixed Route Operations FY17-508 Assess adequacy of oversight controls and contract compliance with key provisions of the 
agreement with First Transit.

Compliance             325         112         213  In 
Process 

Finance and Accounting

Treasury FY17-501, 
FY17-510

Semi-annual review of investments compliance, controls, and reporting. Compliance             210         241          (31) Issued   
10-3-16 

Grant Closeouts  FY16-512, 
FY17-511

As-needed financial and compliance audits of grants at closeout to ensure propriety of 
expenditures.

Compliance               40           38             2 Issued   
9-14-16 

Budget Development and Monitoring FY16-509 Review and test controls in place over the preparation, monitoring, and reporting related to 
the annual OCTA budget.

Operational             325         335          (10) Issued   
2-15-17 

OCTA Policies and Procedures FY17-507 Review controls in place to ensure proper development, update, and communication of 
OCTA policies and procedures.

Operational             185         262          (77) Issued   
3-9-17 

Investment Management Service Contracts FY17-504 Review procurement of, contract compliance, and invoice controls related to investment 
management service contracts.

Compliance             185         258          (73)  In 
Process 

Information Systems

Payment Card Industry/Data Security                           
Standard (PCI/DSS) Compliance

FY17-502 Review of OCTA's compliance with PCI/DSS, including review and evaluation of annual         
self-assessment to ensure protection of credit card data.

Compliance             225         445        (220)  In 
Process 

Planning

Capital Programs



Orange County Transportation Authority
Internal Audit Department

FY 2016-17 Internal Audit Plan 
Third Quarter Update

Audit Activity
Project 
Number Description

Primary 
Audit Type

Planned 
Staff 

Hours

Staff 
Hours 

to Date

Under 
(Over)

Status 
(Date 

Issued)
External 
Auditor

Contract Administration and Materials 
Management

Price Reviews PR17-XXX Cost and price analyses as requested by OCTA's Contract Administration and Materials 
Management Department.

Price Review          1,000         702         298  17 
Reports 
Issued 

Buy America FY16-513, 
FY17-503

Pre-award and post-delivery reviews to ensure vendors and OCTA are in compliance with 
federal Buy America requirements.

Compliance             250           97         153  1 Report 
Issued    
9-14-16 

External Affairs

Customer Relations FY16-508 Review in-house Customer Relations operation. Operational               80         195        (115) Issued   
9-14-16 

Public Outreach - West County Connectors Project FY17-509 Review of oversight controls and contract compliance related to agreement for public 
outreach.

Compliance             180         145           35  In 
Process 

Unscheduled Reviews and Special Requests

Unscheduled Reviews and Special Requests FY17-800 Time allowed for unplanned audits, coordination of external agency audits, and requests 
from the Board of Directors and management.

Varies             260           13         247 

Monitoring Activities

Measure M Taxpayers Oversight Committee FY17-601 Coordination of audit activities on behalf of the Audit Subcommittee of the Measure M 
Taxpayers Oversight Committee.

Administrative 
Support

            100           23           77 

Metrolink Audit Activities FY17-602 Obtain and review audit results of Metrolink activities Non-Audit 
Service

              60           55             5 

Bus Base Inspections FY17-603 At the request of Transit Division, participate on annual bus base inspections. Non-Audit 
Service

32 51          (19) Complete

Follow-up Reviews

Follow-up Reviews and Reporting FY15-7XX, 
FY17-7XX, 
FY16-802

Follow-up on outstanding audit recommendations. Follow-up             300         394          (94)

        6,747     5,176     1,571 Total Audit Project Planned Hours (A) 
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Audit Activity
Project 
Number Description

Primary 
Audit Type

Planned 
Staff 

Hours

Staff 
Hours 

to Date

Under 
(Over)

Status 
(Date 

Issued)
External 
Auditor

Internal Audit Administration
Board of Directors and Committee Meetings             260         114         147 

Executive Steering and Agenda Setting Meetings             180         126           55 

Internal Audit Staff Meetings             150           50         100 

Other Administration          1,500       1,159         341 

        8,837     6,624     2,213 

75%

80%Target Efficiency - Professional Staff

Total Hours (B) 

Department Target Efficiency



OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
10/3/2014 N/A Finance and 

Administration 
(F&A) and 

Transit

Performance 
Audit of the 
Orange County 
Transportation 
Authority's 
(OCTA) 
Continuity Plan

Auditors recommended that 
management update the 
Business Impact Analysis 
(BIA) and the Continuity of 
Operations Plan (Plan) to 
address the 13 weaknesses 
noted. 

Jun-17 Management responded that efforts are underway to 
update certain portions of the BIA and the Plan. Also, at 
the direction of the F&A Committee Chairman, staff has 
agreed to specifically address each issue and planned 
corrective actions with the Security Working Group of the 
Board of Directors (Board). Update September 2015: 
Management has taken actions to adequately address 
seven of the thirteen weaknesses noted in the audit.  The 
remaining six are expected to be corrected upon 
completion of the Threat and Hazard Identification and 
Risk Assessment project and the comprehensive revision 
of the BIA. The Internal Audit Department (Internal Audit) 
will follow-up on the remaining issues in one year. Update 
September 2016: Internal Audit requested update; 
management indicated that documents will not be 
completed until May 2017.

Bonelli Initiate next 
update in 

June 2017

10/15/2015 N/A Human 
Resources and 

Operational 
Development 

(HROD)

Investigation and 
Limited Scope 
Review of 
Administration of 
the Deferred 
Compensation 
Plan and the Plan 
Revenue 
Reimbursement 
Account

Internal Audit recommends 
management formalize and 
document the plan 
governance structure and 
committee structure. 
Committee configuration 
should be reviewed and 
consideration given to 
appointing a member to 
represent employee groups 
participating in the plan. 
Committee members should 
be appointed and policies 
should be approved by OCTA.

Jun-17 The Investment Policy (IP) Statement will be formally 
approved and made available to participants 
electronically. Management will also post the quarterly 
meeting minutes, the quarterly reports, and the Account 
Policy. The committee composition will be included in the 
IP Statement, with consideration given to expanding the 
committee. These tasks will be completed by the end of 
calendar year 2015. Update May 2016: Managment has 
not fully implemented all recommendations. Additional 
recommendations were provided to encourage 
management to research and implement best practices 
with regard to the Committtee charter, the IP Statement, 
and Committee composition. Update December 2016: 
Management has partially implemented this 
recommendation; however, an updated IP statement and 
revisions to the Personnel and Salary Resolution (P&SR) 
are not yet complete.

Sutter Initiate next 
update     

June 2017

1
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OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
10/15/2015 N/A HROD Investigation and 

Limited Scope 
Review of 
Administration of 
the Deferred 
Compensation 
Plan and the Plan 
Revenue 
Reimbursement 
Account

Internal Audit recommends 
management: 1. Ensure 
committee members annually 
reaffirm the IP Statement. 2. 
Provide training and require 
committee members to 
monitor fees charged to the 
plan and its participants and, 
when applicable, attempt to 
negotiate fees to a reasonable 
level. 3. Exercise oversight of 
Benefit Funding Services 
Group (BFSG) to ensure all 
deliverables required by the 
agreement are provided. 4. 
Review invoices for 
compliance with the 
agreement terms and obtain 
proper approval before 
submitting to Nationwide 
Retirement Solutions (NRS) 
for payment.

Jun-17 1. The IP Statement will be annually reaffirmed by the 
committee. 2. BFSG will provide training to committee 
members on an annual basis and committee members 
will review annual reports provided by BFSG and will work 
with the Contracts Administration and Materials 
Management Department to negotiate fees if they are 
deemed unreasonable. 3. Management will ensure that 
OCTA receives all deliverables specified in the contract.  
Management will ensure that required annual fee reports 
are provided by BFSG. 4. BFSG will be required to 
include the appropriate certification language on all future 
invoices.  All future BFSG invoices will be properly 
reviewed for compliance with the agreement terms and 
two authorized parties will approve the invoices before 
submitting to NRS for payment. Update May 2016: 
Management has taken some actions; however, 
additional recommendations were provided in order for 
management to properly address weaknesses. Update 
December 2016: Management has partially addressed 
recommendations; however a revised IP statement is 
pending and committee member training has not yet 
occurred.

Sutter Initiate next 
update     

June 2017

1/19/2016 N/A Transit City of Santa Ana, 
Senior Mobility 
Program (SMP)

Internal Audit recommends 
management: 1. Develop 
program guidelines, including  
definition of allowable trip 
types, requirements for 
revenue reporting, acceptable 
allocation of costs, and 
retention of supporting 
documentation.     2. Amend 
cooperative agreements to 
include detailed information 
on program requirements. 3. 
Provide training to cities and 
exercise oversight to ensure 
compliance with the 
Ordinance, cooperative 
agreements, and program 
guidelines.

Feb-17 Management will review the current agreement language 
and scopes of work for each SMP and revise to address 
the collection and recording of program fees/revenue.  In 
addition, the SMP monthly report template will be revised 
to specifically document fares/revenue received, the 
source of city contributions, and documentation to identify 
how revenues collected are used to support the program.  
During the annual visit, staff will review the process used 
to collect and report fares/revenues received. Update 
August 2016: Management has addressed parts 1 and 2 
of the recommendation.  Since the new monitoring/site 
visits will not begin until September 2016, part 3 will 
remain open.

Ng In Process

2



OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
2/29/2016 FY15-515 Capital 

Programs
Oversight 
Controls, Contract 
Compliance, and 
Billings Related to 
the Bristol Street 
Widening Project

Internal Audit recommends 
management request the City 
of Santa Ana (City) strengthen 
controls over timekeeping and 
periodically review supporting 
documentation to ensure 
accuracy of labor charges to 
the project. Management 
should also consider 
disallowing sub-consultant 
markups through update of 
contract language in 
cooperative agreements.

Jul-17 The gas tax agreement will be amended to require City to 
certify that their quarterly reconciliation report of actual 
expenses versus monthly payment requests, including 
labor hours charged, are true and correct. Staff will review 
a sample of supporting documents to verify actual 
expenses and that labor hours billed are supported by 
time sheets on file. The gas tax agreement will be 
amended to specifically disallow sub-consultant markups. 
Update September 2016: The amendment has not been 
executed due to City's disagreement with certain terms.  
After the amendment is executed, staff will review a 
sample of supporting documentation from quarterly 
reconciliation reports. Update January 2017: Amendment 
No. 6 was executed to require that the quarterly 
reconciliation reports include supporting documentation, 
as well as certification that City has deducted all sub-
consultant markup costs.  Since staff will begin 
periodically reviewing a sample of supporting 
documentation to verify labor and other costs charged 
now that the amendment is executed, Internal Audit will 
return in six months to assess staff's review of costs 
charged.

Ng Initiate next 
update in 
July 2017

3



OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
2/29/2016 FY15-515 Capital 

Programs
Oversight 
Controls, Contract 
Compliance, and 
Billings Related to 
the Bristol Street 
Widening Project

Internal Audit recommends 
that management design and 
implement a cost review 
process that includes review 
of a sample of City costs 
charged to the gas tax 
agreement. Internal Audit also 
recommends management 
instruct the City to correct its 
quarterly reconciliation reports 
and implement procedures to 
reconcile City reports with 
OCTA records.

Jul-17 Staff will periodically sample supporting documentation 
for costs charged to verify the charges are project-related, 
supported, and reasonable. Also, the City will be 
instructed to correct quarterly reconciliation reports based 
on these audit findings and staff will reconcile each 
quarterly report with records of payments made under the 
gas tax agreement. Update September 2016: After the 
amendment is executed, staff will review a sample of 
supporting documentation from the City's quarterly 
reconciliation reports.  As of follow-up review, the City 
made an attempt to adjust its quarterly reconciliation 
report but did not implement the adjustment fully and 
correctly; therefore, Internal Audit will keep the 
recommendation open and ask management to provide 
suggestions to the City on how to correct its quarterly 
reconciliation reports.
Update January 2017: The City has corrected the 
overstatement of funding received in the Revised 2nd 
Quarter 2016 Report.  Since staff will begin periodically 
reviewing a sample of supporting documentation to verify 
costs charged now that Amendment 6 is executed, 
Internal Audit will return in six months to assess staff's 
review of costs charged.

Ng Initiate next 
update in 
July 2017

4/4/2016 FY15-513 F&A,         
Capital 

Programs

Accounts Payable 
(AP)

Internal Audit recommends 
management provide training 
to ensure consistent 
enforcement of policies and 
procedures by AP staff and 
advise department staff 
responsible for the exceptions 
of OCTA’s policies and 
procedures.

Jun-17 The AP supervisor meets bi-weekly with staff and has 
included training on AP procedures and responsibilities 
and has/will communicate to departments responsible for 
the related exceptions as to OCTA’s Policies and 
Procedures. Update January 2017: During the course of 
the follow-up review, Internal Audit identified additional 
instances of violations of the Payment Request Policy and 
the Payment Authorization Policy. Four recommendations 
were made to F&A and Capital Programs related to the 
use of Payment Requests for payments against contracts 
for goods/services not authorized by the contract at the 
time the expenses were incurred.

Bonelli Initiate next 
update     

June 2017

4



OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
8/31/2016 FY16-508 External Affairs Customer 

Relations
Management should 
implement a quality control 
review process to ensure the 
accuracy of monthly reports.

Feb-17 Customer Relations will implement a quality control 
review process to ensure accuracy. In addition, Customer 
Relations is already working with Information Systems 
Department staff to automate reports through the 
dashboard, which will reduce the incidence of human 
error and increase accuracy.

Dunning In Process

8/31/2016 FY16-508 External Affairs Customer 
Relations

Internal Audit recommends 
that management establish 
criteria and procedures for 
performing documented 
reconciliations and periodic, 
independent verifications of 
bus pass inventories 
maintained by Customer 
Relations and Marketing staff.

Feb-17 Customer Relations has updated the policies and 
procedures for performing documented reconciliations 
and independent verifications of bus pass inventories. An 
independent verification has begun and will be performed 
quarterly.

Dunning In Process

10/31/2016 N/A F&A Fiscal Year 2015-
16 Management 
Letter

Vavrinek, Trine, Day & Co. 
LLP auditors made four 
recommendations related to 
enhancements to information 
systems security.

Jan-18 Management responded that recommendations would be 
evaluated and implemented as appropriate.

Tang

1/4/2017 FY17-502 F&A Payment Card 
Industry/Data 
Security Standard 
(PCI-DSS) 
Compliance

Management should evaluate 
resources and controls to 
ensure full compliance and 
develop a proposal to achieve 
compliance and/or provide a 
reasonable approach moving 
forward. Management should 
implement oversight controls 
to assess the accuracy, 
timeliness, and sufficiency of 
Cofiroute USA's (Cofiroute) 
PCI DSS compliance 
information.

Jul-17 Management take the following actions: (1) engage a 
third party PCI Security Assessor to perform Self-
Assesment Questionnaires (SAQ) going forward; (2) 
assess the remediation items identified in the SAQ and 
address items that fall into existing security improvement 
efforts; (3) perform a yearly assessment of Cofiroute’s 
PCI DSS compliance information; (4) undergo a review to 
determine if OCTA should take the steps necessary to 
become fully PCI compliant; (5) continue to allocate and 
prioritize resources to cybersecurity risks while 
addressing PCI compliance concerns.

5



OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
1/4/2017 FY17-502 F&A PCI-DSS 

Compliance
Management should 
implement procedures to 
ensure that quarterly network 
scans are performed and 
remediation efforts are 
identified and addressed 
accordingly. Management 
should also implement 
procedures for oversight and 
monitoring of Cofiroute’s 
activities and incorporate their 
system scan results into 
submissions to American 
Express.

Jul-17 Management agrees with Internal Audit’s 
recommendation and will implement procedures to ensure 
quarterly network scans are performed.  Management will 
also identify items to be remediated and implement them 
based on risk and cost. Management will allocate 
resources to perform periodic assessments of Cofiroute’s 
PCI DSS compliance information.

2/15/2017 FY16-509 F&A Budget 
Development, 
Monitoring, and 
Reporting

Procedures should be 
developed and documented 
for the budget development 
and transfer processes. 
Management should also 
ensure project variances 
exceeding the threshold are 
investigated in accordance 
with the budget to actual 
reporting procedures, or 
alternatively clarify the 
investigation requirements in 
such procedures

Aug-17 Management agrees with the recommendation and will re-
evaluate and document all salary and benefit budget 
assumptions at a lower level of detail. Also, management 
will ensure project variances exceeding the threshold 
continue to be investigated in accordance with the budget 
to actual reporting procedures, and will clarify 
investigation requirements in such procedures.

Ng

2/15/2017 FY16-509 F&A Budget 
Development, 
Monitoring, and 
Reporting

Management should 
implement procedures to 
ensure that changes to salary 
grade levels are based on 
reasonable and consistent 
methodologies and that 
documentation is maintained. 
Changes should also be 
communicated to 
management prior to seeking 
Board approval. 

Aug-17 HR management will ensure that P&SR changes are 
communicated to management prior to seeking Board 
approval. During the budget process, salary grade level 
changes to the P&SR will be presented to the Executive 
Steering Committee prior to Board approval. Current 
documentation methods for classification salary grade 
changes will be reviewed to determine the best practice 
for documenting these actions. HR is in the process of 
obtaining a compensation and market salary data system. 
This system will be utilized to enhance data collection, 
consistency, and documentation.

Ng
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OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
2/15/2017 FY16-509 F&A Budget 

Development, 
Monitoring, and 
Reporting

Management should clarify 
the Position Control Policy 
(Policy) with regard to Board 
approved positions, develop 
procedures to ensure that the 
total number of employees 
does not exceed the Board-
approved number, and obtain 
Chief Executive Officer (CEO)-
approval for dual-filled 
positions. Management 
should also develop controls 
to ensure compliance with the 
P li

Aug-17 The Policy will be reviewed and revised to clarify the 
approval process by the OCTA Board. Current 
procedures will be reviewed to determine if further action 
is required to ensure the total number of employees do 
not exceed the Board approved number. In addition, 
recruitments that will result in a dual-fill will require the 
authorization of the CEO.

Ng

3/8/2017 N/A Planning, 
Transit

Measure M 
Agreed-Upon 
Procedures 
Reports

Staff should monitor 
implementation of auditor 
recommendations included in 
the Measure M Agreed-Upon 
Procedures Reports

Sep-17 Note:  Multiple recommendations were made to the 
County of Orange (County) and several cities related to 
the Local Fair Share, Senior Mobility Program, and Senior 
Non-Emergency Medical Transportation Program. The 
County and city management responses are included with 
the reports and follow-up with the County and applicable 
cities will be performed by OCTA staff. 

Sutter

3/9/2017 FY17-507 F&A OCTA Policies & 
Procedures

Management should update 
procedures to include a 
communications plan to 
ensure that employees 
expected to comply with 
policies are properly notified. 
Communication should occur, 
as appropriate, for both new 
and revised policies

 Sep-17 Management agrees with the recommendation and has 
taken steps to ensure communication is made to all 
employees when new policies are created or existing 
policies are updated. 

Dunning

3/9/2017 FY17-508 F&A OCTA Policies & 
Procedures

Management should 
implement procedures to 
notify division management of 
expiring policies. Follow-up 
should be performed to 
ensure policies are reviewed 
and updated in a timely 
manner.

 Sep-17 Management agrees with the recommendation and will 
take steps to ensure that policies are updated on the 
mandated two year cycle.

Dunning
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OUTSTANDING AUDIT FINDINGS AND RECOMMENDATIONS
(Audit Reports Issued Through March 31, 2017)

Audit 
Issue Date 

Report 
Number

Division / 
Department / 

Agency Audit Name Recommendation

Initiate 
Next 

Update Management Response

Auditor

Notes
3/9/2017 FY17-509 F&A OCTA Policies & 

Procedures
Management should 
implement controls to help 
ensure the accuracy and 
completeness of the master 
list of policies and procedures.

 Sep-17 Management agrees with the recommendation and will 
implement procedurs to ensure that the master list of 
policies and procedures is maintained with accuracy and 
completeness.

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

April 26, 2017     
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Local Agency Investment Fund - February 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 February 28, 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 February 28, 2017, the fair value including accrued interest of the  
Pooled Money Investment Account (PMIA) was $69,537,466,419 with a  
month-average yield of 0.78 percent and a month-end weighted average 
maturity of 186 days.  The Local Agency Investment Fund (LAIF) is a component 
of the State of California PMIA. The month-end balance of LAIF was 
$22,185,790,995.  The Orange County Transportation Authority’s month-end 
balance in LAIF was $10,234,175. 
 
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  
February 28, 2017. 
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Attachment 
 
A. Local Agency Investment Fund – As of February 28, 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) 

April 26, 2017     
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Local Agency Investment Fund - March 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 March 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 March 31, 2017, the fair value including accrued interest of the  
Pooled Money Investment Account (PMIA) was $71,933,590,418 with a  
month-average yield of 0.82 percent and a month-end weighted average 
maturity of 180 days.  The Local Agency Investment Fund (LAIF) is a component 
of the State of California PMIA. The month-end balance of LAIF was 
$21,350,691,895.  The Orange County Transportation Authority’s month-end 
balance in LAIF was $10,234,175. 
 
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  
March 31, 2017. 
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Attachment 
 
A. Local Agency Investment Fund – As of March 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) 

April 26, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Orange County Treasurer's Management Report - February 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 February 28, 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 February 28, 2017, the book value of the Orange County Investment  
Pool (OCIP) Money Market Fund was $1,420,043,910 with a monthly gross yield 
of 0.58 percent and a month-end average days to maturity of 48 days.  The OCIP 
Extended Fund book value was $5,890,423,740 with a monthly yield of 
1.11 percent and a month-end average days to maturity of 511 days.  The 
Orange County Transportation Authority’s month-end balance in the OCIP was 
$33,568; the combined pool had a monthly yield of 0.90 percent and month-end 
average days to maturity of 358 days. 
 
During February, there was one change to the Treasurer’s Approved Issuer List. 
Microsoft Corporation’s long-term rating by Fitch was removed from Negative 
Watch.  On March 6, 2017, S&P Global Ratings affirmed its Principal Stability 
Fund Rating of “AAAm” for the Orange County Money Market Fund.  Both the 
Money Market Fund and the Extended Fund were in compliance at month-end.  
Pages 31 through 86 containing investment inventory are not included in the 
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attachment.  Copies of OCIP’s investment inventory reports are available upon 
request.   
 
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 February 28, 2017. 
 
Attachment 
 
A. Treasurer’s Monthly Investment Report – February 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) 

April 26, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Orange County Treasurer's Management Report - March 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 March 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 March 31, 2017, the book value of the Orange County Investment  
Pool (OCIP) Money Market Fund was $1,742,433,515 with a monthly gross yield 
of 0.60 percent and a month-end average days to maturity of 37 days.  The OCIP 
Extended Fund book value was $5,888,900,079 with a monthly yield of 
1.06 percent and a month-end average days to maturity of 511 days.  The 
Orange County Transportation Authority’s month-end balance in the OCIP was 
$36,444; the combined pool had a monthly yield of 0.91 percent and month-end 
average days to maturity of 333 days. 
 
During March, there were two changes to the Treasurer’s Approved Issuer List.  
The Credit Investment Committee placed Toronto Dominion Bank NY on hold 
and removed Microsoft Corporation from being on hold.  Both the Money Market 
Fund and the Extended Fund were in compliance at month-end.  Pages 27 
through 86 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 March 31, 2017. 
 
Attachment 
 
A. Treasurer’s Monthly Investment Report – March 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) 

April 26, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Orange County Transportation Authority Investment and Debt 

Programs Report - March 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 March 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 March 31, 2017, the Orange County Transportation Authority’s (OCTA) 
outstanding investments totaled $1.45 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 1.19 percent. 
 
OCTA’s debt portfolio had an outstanding principal balance of  
$427 million as of March 31, 2017.  Approximately 74 percent of the outstanding 
balance is comprised of Measure M2 debt and 26 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 March 31, 2017. 
 
Attachment 
 
A. Orange County Transportation Authority Investment and Debt Programs 

– For the Period Ending March 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) 

April 26, 2017 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Third Quarter Fiscal Year 2016-17 Procurement Status Report 
 
 
Overview 
 
The third quarter procurement status report summarizes the procurement activity 
for information purposes to the Orange County Transportation Authority Board 
of Directors.  This report focuses on procurement activity from January 1 through 
March 31, 2017, that was approved by the Board of Directors during this period. 
The third quarter procurement status report also projects future procurement 
activity for the fourth quarter as identified in the fiscal year 2016-17 budget. 
 
Recommendation  
 
Receive and file as an information item. 
 
Background 
 
The Board of Directors (Board) approved the Orange County Transportation 
Authority Fiscal Year (FY) 2016-17 Budget, which identifies the goods and 
services that will be purchased during the FY.  A quarterly procurement report 
has been prepared detailing the procurement activity for line items that were 
approved by the Board during the third quarter of FY 2016-17.  The report also 
provides a “look-ahead” of upcoming procurement activity by Board committee.  
The quarterly procurement report identifies contractual activity, not dollars spent.   
 
Discussion 
 
During the third quarter of FY 2016-17, the Contracts Administration and 
Materials Management Department handled 430 different contractual 
documents.  Of the total, 311 procurements, valued at $ 1,325,750,036, were 
completed; the remaining procurements will be executed during the fourth 
quarter of FY 2016-17. 
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In the third quarter, the Board took action on 22 procurements. The  
procurements were split between six new agreements valued at $2,173,540, four 
amendments valued at $1,830,076, six cooperative agreements valued at 
$21,655,596, one amendment to cooperative agreements valued at $431,308, 
one purchase order valued at $500,000, three sole sources valued at 
$5,622,732, and one option term valued at $2,113,600.  Not all procurements 
are completed within the quarter in which they begin.  Often, the procurements 
require cost and price reviews and negotiations which can lengthen the 
procurement process.  Procurements not completed within the third quarter will 
be completed in the fourth quarter of FY 2016-17.  Attachment A shows a list of 
Board-approved procurements during the third quarter. 
 
Looking forward to the fourth quarter of FY 2016-17 (April through June, 2017), 
the Board committees will be asked to take action on several items such as: 
 

 Consultant selection for on-call general auditing services; 

 Award a sole source agreement with New Flyer Corporation for the 
purchase of ten hydrogen buses; 

 Cooperative Agreement with the California Department of Transportation 
for the State Route 55 Improvement Project between the Interstate 405 
and Interstate 5; 

 Amendment to Cooperative Agreement with the County of Orange for 
transit police services; and 

 Consultant selection for the public awareness campaign services for the 
OC Streetcar. 

 
The estimated value of these upcoming procurements is $195,299,945. 
Attachments B through E identify procurement activity anticipated in the fourth 
quarter of FY 2016-17 by the committee that will review the items.   
 
Summary 
 
This report provides an update of the procurement activity for the third quarter of 
FY 2016-17, January through March 2017, as well as a look-ahead at anticipated 
procurement activity for the fourth quarter of FY 2016-17.  Staff recommends 
that this report be received and filed as an information item. 
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Attachments 
 
A. Board-Approved Contracts – Third Quarter FY 2016-2017  
B. Regional Planning and  Highways Committee – Fourth Quarter Outlook  

(April 1, 2017 – June 30, 2017) 
C. Transit Committee – Fourth Quarter Outlook  

(April 1, 2017 – June 30, 2017) 
D. Finance and Administration Committee - Fourth Quarter Outlook  

(April 1, 2017 – June 30, 2017) 
E. Legislative and Communications Committee - Fourth Quarter Outlook  

(April 1, 2017 – June 30, 2017) 
 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 

 

Virginia Abadessa Andrew Oftelie 
Director, Contracts Administration and 
Materials Management 
(714) 560-5623 

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

 









TRANSIT COMMITTEE - Fourth Quarter Outlook   (April 1, 2017 - June 30, 2017)

Committee Date  Item Description Estimated Value Division 

April 13, 2017 Amended and Restated Cooperative $0 Capital Programs

Agreement with the City of Santa 

Ana for the Santa Ana Regional

Transportation Center Station

Agreement and OC Streetcar

Agreement with Complete Coach $3,019,616 Transit

Works, Inc. to purchase engine

installation kits

April 27, 2017 Agreement with CHI Construction $67,425 Capital Programs

for bus parking wheel stops and 

fence repair at the Anaheim Bus Base

Agreement with Clean Energy, Inc. $80,405 Capital Programs

for hydrogen gas detection upgrades

and ventilation system modifications

at the Santa Ana Bus Base

Amendment to Cooperative Agreement $5,866,020 Transit

with the Regional Center of Orange County (revenue)

Amendments to Cooperative Agreements $10,769,128 Transit

with Adult Day Care Agencies 

Page 1 of 2
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TRANSIT COMMITTEE -Fourth Quarter Outlook   (April 1, 2017 - June 30, 2017)

Committee Date  Item Description Estimated Value Division 

May 11, 2017 Amendment to Agreement with $140,000,000 Transit

MV Transportation, Inc. to exercise

the option term for the provision of

ACCESS Service

Consultant Selection to provide $14,400,000 Government Relations

Vanpool Services

Sole Source Agreement with New Flyer $13,338,000 Transit

to purchase ten hydrogen fuel

cell buses

Consultant Selection for Coach $821,852 Transit

Operator Uniforms

Amendment to Cooperative $7,600,301 Chief Executive

Agreement with the County of Office

Orange for Transit Police Services

June 8, 2017 Agreement for pavement striping $69,500 Capital Programs

and markings at the Garden Grove

Bus Base

Page 2 of 2





LEGISLATIVE AND COMMUNICATIONS COMMITTEE - Fourth Quarter Outlook  (April 1, 2017 - June 30, 2017)

Committee Date  Item Description Estimated Value Division 
 

April 20, 2017 Consultant Selection for Public $1,151,712 Government Relations

Awareness Campaign Services for

the OC Streetcar Project 

May 18, 2017 No procurement actions on this agenda

June 15, 2017 No procurement actions on this agenda

Page1 of 1

A
T

T
A

C
H

M
E

N
T

 E



 

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

April 26, 2017    
 
 
To: Finance and Administration Committee 

 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Orange County Transportation Authority Fiscal Year 2017-18 

Budget Workshop Preview 
 
Overview 
 
The Orange County Transportation Authority is developing the  
fiscal year 2017-18 budget, which identifies available revenues and the costs 
associated with providing transportation services and programs for  
Orange County.  The proposed budget will be reviewed in detail in a two-hour 
informal workshop following the May 8, 2017, Orange County Transportation 
Authority Board of Directors’ meeting. 
 
Recommendation 
 
Review the fiscal year 2017-18 proposed budget in a workshop setting following 
the regularly scheduled Orange County Transportation Authority Board of 
Directors’ meeting on May 8, 2017. 
 
Discussion 
 
The preparation of the Orange County Transportation Authority’s (OCTA) annual 
budget began in December 2016 with the development of initial revenue 
projections, a service plan, and program goals and objectives for the upcoming 
fiscal year (FY).  The service plan and program goals and objectives were 
developed in accordance with those of the Board of Directors (Board) and Chief 
Executive Officer (CEO).    
 
Each division developed and submitted its budget requests in January, which 
were subject to successive internal reviews.  The proposed budget was reviewed 
by a CEO-appointed internal budget review committee, consisting of the Deputy 
CEO, Executive Director of Finance and Administration, and Executive Director 
of Human Resources & Organizational Development to ensure a balanced and 
fiscally responsible budget is delivered consistent with the Board’s goals, CEO’s 
goals, OCTA Strategic Plan, Comprehensive Business Plan, and the Next 10 
Plan. 
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The development of the FY 2017-18 proposed budget was based on a series of 
programmatic assumptions that were presented to the Finance and 
Administration (F&A) Committee on March 22, 2017.  The presentation covered 
the guiding principles and assumptions used to develop the budget for OCTA’s 
major programs including:  Measure M2 (M2), bus operations, rail, Motorist 
Services, and the 91 Express Lanes.   Subsequent to review of the  
guiding principles and assumptions by the F&A Committee, Transportation 
Senate Bill 1 (SB-1) was approved by the State of California and is incorporated 
in the proposed budget.   
 
It is estimated that state-wide SB 1 will provide $52 billion for transportation 

purposes over the next ten years, with investments targeted towards fix-it-first 

purposes on local streets and roads and highways, transit operations and 

maintenance, capital investments, and active transportation.  There is no sunset 

on the revenue sources included in the bill, and with many of the taxes and fees 

to be indexed for inflation, the funding source may grow in later years. 

Specifically, for the bus program, $18 million in new transit funding per year for 

Orange County, with approximately $13 million eligible for transit capital and/or 

operations purposes, and over $5 million annually for capital purposes.   

In FY 2017-18, the growth rate for the M2 Program is forecasted to be  
3.3 percent, and the growth rate for the ¼ cent Local Transportation Fund sales 
tax is forecasted to be 2.4 percent, based on the Board-approved sales tax 
methodology. 
 
The FY 2017-18 proposed budget represents a balanced plan of sources and 
uses of funds.  Sources of funds include new revenues received within the year, 
as well as planned uses of prior year designations.   Planned uses of prior year 
designations are funds set aside (designated) in prior fiscal years to be utilized 
in the current fiscal year.  The uses of these funds are planned and do not 
represent a utilization of funds as a result of deficit spending. Expenditures 
include current year expenditures, as well as funds designated in the current 
fiscal year to be used in a future fiscal year. 
 
The combination of estimated revenues and planned use of reserves produces 
available funding of $1,289.2 million, while proposed expenditures and 
designations yield a total use of funds of $1,289.2 million.    On a year-over-year 
comparison to the approved FY 2016-17 budget, the FY 2017-18 proposed 
budget is 11 percent, or $127.7 million, higher than the FY 2016-17 budget.  The 
increase is driven by capital expenditures anticipated for freeway and transit 
projects funded by M2.  Capital expenditures for the transit extensions to 
Metrolink Program are larger primarily due to anticipated expenditures for the 
OC Streetcar Project ($239.9M). Capital expenditures for the freeways program 
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are larger primarily due to anticipated expenditures for the I-405 Improvement 
Project ($90.3M). 
 
Service levels are proposed to remain the same as the current FY for fixed-route 
service at 1.6 million revenue hours.  The proposed budget continues to include 
fixed-route service at 60 percent directly-operated and 40 percent of the service 
delivered by OCTA’s contracted service provider.  Efforts to increase ridership 
will continue with OC Bus 360°, and no fare increase is included in the budget.  
 
Staff will be presenting the FY 2017-18 budget in detail in an informal workshop 
setting on May 8, 2017.  The presentation will include a discussion of program 
goals and objectives, proposed staffing plan, and the sources and uses of funds 
planned to meet specified program goals.  The presentation will be solely 
informational for the Board.  No public hearing will be held at the meeting, nor 
will the Board be asked to vote on the budget at the meeting.  A public hearing 
for the budget is scheduled to occur at the June 12, 2017, Board meeting, after 
which staff anticipates seeking Board approval of the budget. 
 
Summary 
 
Staff will conduct a budget workshop for the OCTA Board immediately following 
the Directors’ Reports scheduled at the May 8, 2017, Board meeting.  The 
presentation will be solely informational for the Board.  No public hearing will be 
held at the meeting, nor will the Board be asked to vote on the budget at the 
meeting.  A public hearing for the budget is scheduled to occur at the  
June 12, 2017, Board meeting, after which staff anticipates seeking Board 
approval of the budget. 
 
Attachment 
 
A. Fiscal Year 2017-18 Budget Workshop Preview 
 
Prepared by: 

 

Approved by: 

 
Victor Velasquez Andrew Oftelie 
Manager, 
Financial Planning and Analysis 
(714) 560-5592 

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

• Budget in accordance with the Chair and CEO goals

• Sales tax revenue assumption consistent with Board-approved 
sales tax forecasting methodology

• Incorporate impacts of transportation Senate Bill 1 (SB-1)

• Budget in accordance with the objectives of Next 10 Plan

• Bus Program budget is consistent with objectives of OC Bus 360°

• OCTAP model is unsustainable

• Budget is balanced

2



Budget Initiatives & Challenges

3

• Measure M2
• External funding uncertainties

• Continued pressure on costs

• LTA not meeting projections

• Bus Program
• $20 million funding gap erased by 

the impacts of SB-1

• Assumes current ridership trends 
and a corresponding decrease in fare 
revenues

• LTF not meeting projections

ChallengesInitiatives

• Measure M2
• Continued funding for project 

delivery of the freeway, streets and 
roads, and transit modes

• Major Capital projects include

• OC Streetcar

• 405 Improvement Project

• I-5 Improvement Project

• SR-55 Improvement Project

• Bus Program
• OC Bus 360° is ongoing

• Bus system productivity 
improvements



Budget Overview

Use of Funds
$1,289.2 million

4

Source of Funds
$1,289.2 millionUse of Prior Year 

Designations 
$232.0 million

Designations 
$145.6 million

*Orange County Transit District
**Orange County Unified Transportation Trust

Motorist Services
$1.1

General Fund
$1.3

Internal Service 
Fund
$4.1

OCTD*
$4.3

M2 Bond Debt 
Service

$6.7

91 Express Lanes

$20.4

Measure M2
$194.1

Revenues
$1,057.2

OCTD*
$59.4

Measure M2
$62.4

91 Express Lanes
$19.2

Internal Service 
Fund
$4.1

ARBA Trust Fund

$0.4

OCUTT**

$0.1

Expenses
$1,143.6



Budget Sources & Uses
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FY 2016-17 FY 2017-18

In Millions Approved Proposed

Sources Budget Budget $ %

Revenues 972.2$           1,057.2$     85.0$      8.7%

Use of Prior Year Designations 189.3             232.0          42.7         22.6%

Total Revenue / Use of Designations 1,161.5$        1,289.2$     127.7$    11.0%

Uses

Salaries and Benefits 157.1$           158.8$        1.7$         1.1%

LOSSAN Salaries and Benefits 1.5                 1.4              (0.1)          -6.7%

Services and Supplies 330.9             306.8          (24.1)       -7.3%

Contributions to Other Agencies 203.4             185.9          (17.5)       -8.6%

Interest/Debt Service 34.3               34.6            0.3           0.9%

Capital 365.5             456.1          90.6         24.8%

Designations 68.8               145.6          76.8         111.6%

Total Expenditures / Designations 1,161.5$        1,289.2$     127.7$    11.0%

Change



Total Budget by Program
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91 Express Lanes
5%

Freeways
15%

Measure M Debt 
Service

2%

Motorist & Taxi 
Services

1%

Rail
7%

Streets & Roads
14%

Bus
36%

405 Express Lanes
1%

OC Streetcar
16%

Transit (M2)
3%



Staffing Levels
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OCTA Staffing

FY 2016-17 

FTE

FY 2017-18 

FTE

FY 2017-18 

New Hires

FY 2017-18 

Reductions Difference

Administrative 489.5          486.5          1.0              (4.0)             (3.0)             

Union 888.0          851.0          -              (37.0)           (37.0)           

Coach Operators 680.0          643.0          -              (37.0)           (37.0)           

Maintenance 171.0          171.0          -              -              -              

Facility Technicians and Parts Clerks 37.0            37.0            -              -              -              

OCTA Positions 1,377.5        1,337.5        1.0              (41.0)           (40.0)           

LOSSAN 9.0              9.0              -              

Total Authority Positions 1,386.5        1,346.5        1.0              (41.0)           (40.0)           



Next Steps

• Budget Workshop Presentation – Board May 8

• Committee meetings and One-on-One meetings with Board Members May 9 - June 9

• Public Hearing Preview – Finance and Administration Committee May 24

• Public Hearing – Board (public hearing and approval) June 12

• Back-up Public Hearing – Board (public hearing and approval) June 26

8
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