N AGENDA

OCTA Finance and Administration Committee Meeting
Committee Members Orange County Transportation Authority
Andrew Do, Chairman Headquarters
Richard Murphy, Vice Chairman 550 South Main Street
Michael Hennessey Board Room — Conf. Room 07
Steve Jones Orange, California
Todd Spitzer Wednesday, June 27, 2018 at 10:30 a.m.
Michelle Steel

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

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

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

Call to Order

Pledge of Allegiance
Director Jones

1. Public Comments
Special Calendar

2. Taxable Sales Forecast - UCLA Anderson Forecast - Jerry Nickelsburg, PhD,
Senior Economist, and William Yu, PhD, Economist
Sam Kaur/Andrew Oftelie

Orange County Transportation Authority contracts with several economic
specialists to provide an annual 30-year taxable sales forecast for
Measure M2. The latest forecasts were received in Spring 2018.
Jerry Nickelsburg, PhD and William Yu, PhD, from UCLA Anderson
Forecast will provide an update on the annual forecast and economic
outlook for Orange County to the Finance and Administration Committee.
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Consent Calendar (Iltems 3 through 7)

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

3.

Approval of Minutes

Approval of the minutes of the Finance and Administration Committee
meeting of June 13, 2018.

Local Agency Investment Fund - May 2018
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 May 31, 2018. 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.

Orange County Treasurer’s Management Report - May 2018
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 Treasurers Management Report for the Orange County
Investment Pool is for the month ending May 31, 2018. 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.

Page 2 of 4



N AGENDA

OCTA Finance and Administration Committee Meeting

6. Orange County Transportation Authority Investment and Debt
Programs Report - May 2018
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 May 31, 2018. 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.

7. Amendment to the 91 Express Lanes Riverside County Transportation
Commission / Orange County Transportation Authority Facility Agreement
Kirk Avila/Ken Phipps

Overview

The 91 Express Lanes Riverside County Transportation Commission / Orange County
Transportation Authority Facility Agreement prescribes the funding transfers
between the two agencies for costs incurred for the rent and any shared
operational expenses in relation to the 91 Express Lanes. An amendment is
needed to account for the reimbursement of shared operating costs incurred by
the Riverside County Transportation Commission for the period July 1, 2018
through June 30, 2019.

Recommendation

Authorize the Chief Executive Officer to negotiate and 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 $2,078,750, for the reimbursement of shared operational
expenses through June 30, 2019.
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OCTA Finance and Administration Committee Meeting

Regular Calendar

91 Express Lanes Account Plan Changes
Kirk Avila/Ken Phipps

Overview

Commencing January 1, 2019, all California tolling agencies will be required
to read a new transponder protocol, 6C. This new protocol will lower the
cost of transponders for the 91 Express Lanes. As a result, staff from the
Orange County Transportation Authority and Riverside County
Transportation Commission have developed a deployment plan for the
distribution of new transponders, and have revised account plans and fees
for the 91 Express Lanes.

Recommendation

Adopt changes to the 91 Express Lanes’ account plans and policies.

Discussion Items

9.

10.

1.

12.

Chief Executive Officer's Report

Committee Members' Reports

Closed Session

There are no Closed Session items scheduled.

Adjournment

The next regularly scheduled meeting of this Committee will be held at
10:30 a.m. on Wednesday, July 11, 2018, at the Orange County

Transportation  Authority Headquarters, 550 South Main Street,
Board Room - Conference Room 07, Orange, California.
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The Economic Outlook and
Orange County Taxable Sales Forecast

OCTA Briefing, June 27, 2018

Jerry Nickelsburg, Director
William Yu, Economist

UCLA Anderson Forecast

June 18 © 2018 UCLA Anderson Forecast . All rights Reserved ! UCLAAnderson
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FORECAST

a unique approach. critical answers. Accurate

U.S. economy Is growing at 3%
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FORECAST a unique approach. critical answers. Accurate

3% real GDP growth in ‘18
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Interest rates on the rise
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a unique approach. critical answers. Accurate.

Employment growth remains solid
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UCLAAnNderson

FORECAST a unique approach. critical answers. Accurate.

Employee compensation rises with
tightened labor markets
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FORECAST a unique approach. critical answers. Accurate.

With higher inflation
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FORECAST a unique approach. critical answers. Accurate.

Where are we In the housing cycle?

FRED — Housing Starts: Total: New Privately Owned Housing Units Started
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UCLAAnNderson
FORECAST

a unique approach. critical answers. Accurate.

Why our forecasts on O.C. taxable sales
In the past few years were too optimistic?

2002 2004 2006 2008 2010 2012 2014 2016

=0O= OC Nominal Taxable Sales Growth Rate (Left Scale)
—— OC Payroll Job Gowth Rate (Right Scale)

June 18 © 2018 UCLA Anderson Forecas t. All rights Reserve d.
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While OC

economy was
doing well, its
taxable sales
growth were
pretty weak.
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UCLAAnNderson

FORECAST a unique approach. critical answers. Accurate

We suggest three reasons:

* (1) In 2014 and 2015, CPI inflation was almost zero due
to the oil/gasoline price slump.

— OIl prices have been stabilized.

* (2) Online retailers without CA physical presence did not
collect sales tax.

— Recent Supreme Court ruling says all online retalil
purchase need to pay sales tax.

* (3) Traditional CPI inflation didn’t measure taxable sales
well in recent years.

June 18 © 2018 UCLA Anderson Forecast . All rights Reserved . UCLAAnderson
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FORECAST a unique approach. critical answers. Accurate.

Inflation on housing and medical care is higher than that of
most taxable sales goods

We develop a
new

measurement of
CPI for taxable
sales.

= CP| (OC)
—3¥-— CPI| (OC) Minus Rent and Medical Care
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California Forecast

2018 ZAONRS 2020

Payroll employment

Unemployment rate

Real personal income

Population growth
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UCLAAnNderson
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a unique approach. critical answers. Accurate.

Major metro payroll employment growths
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FORECAST a unique approach. critical answers. Accurate.

Orange County sector payroll job growth

Education & health services
Leisure & hospitality
Professional & business services
Total nonfarm

Construction

Other services

Financial activities
Government

Retail trade

Wholesale trade
Transportation & warehousing
Manufacturing

Information

2% 1% 0% 1% 2% 3% 4% 5%
O Recent 1 Year Growth (2017 to 2018)
W Average Annual Growth in the Past 10 Year (2008 to 2018)
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UCLAAnNderson
FORECAST

Forecast risk: full-blown trade wars

U.S. economy ($20 trillion); exports $2.5 trillion;
iImports $3.1 trillion.

U.S. economy might dip into recession
U.S. exports growth might slow
U.S. imports prices might go up

China’s FDI investments to California might
decline

JJJJJJ (2018 UCLA Andersan Forecast. Al ghts Reserved. UCLAAnNderson
THINK IN THE NEXT



UCLAAnNderson

FORECAST a unique approach. critical answers. Accurate.

2016 Orange County Forecast (Made in April 2016)

CPI Inflation Nominal Nominal Real Taxable
Taxable Sales Taxable Sales Sales Growth
Level (Million$) Growth

2.4% 66,337 6.5% 4.0%

3.0% 69,775 5.2% 2.1%

Real Data (2017 estimated)

1.9% 62,511 1.9%

3.0% 64,313 2.9%

Recalculated 2016 Forecast with new CPlI measurement with forecast of real
taxable sale growth made in April 2016

CPI Inflation Nominal Nominal Real Taxable
(For Taxable Taxable Sales Taxable Sales Sales Growth
Sales) Level (Million$) Growth

-2.6% 62,160 1.3% 4.0%
0.9% 64,042 3.0% 2.1%

© 2018 UCLA Anderson Forecast. . All rights Reserve d. UCLAAnde rson
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June 18

-,

a unique approach. critical answers. Accurate.

Orange County

Nominal Taxable Sales Growth Forecast

Nominal taxable sale
long-term growth: 3.7%
(Based on all online sale taxes to be collected)

1 T T T T T T 1
34 36 38 40 42 44

] CPlInflation Rate Minus Rent and Medical Care (Long-term growth: 1.2%)
I Real Taxable Sale Growth (Long-term growth: 2.5%)

© 2018 UCLA Anderson Forecas t. All rights Reserved. UCLAAnde rson
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N MINUTES

OCTA Finance and Administration Committee Meeting

Committee Members Present Staff Present

Andrew Do, Chairman Darrell E. Johnson, Chief Executive Officer
Richard Murphy, Vice Chairman Ken Phipps, Deputy Chief Executive Officer
Michael Hennessey Laurena Weinert, Clerk of the Board

Gina Ramirez, Deputy Clerk of the Board
Committee Members Absent James Donich, General Counsel
Steve Jones OCTA Staff and Members of the General Public
Todd Spitzer
Michelle Steel
Call to Order

The June 13, 2018 regular meeting of the Finance and Administration Committee
was called to order by Committee Chairman Andrew Do at 10:38 a.m.

Pledge of Allegiance
Committee Vice Chairman R. Murphy led in the Pledge of Allegiance.
1. Public Comments
No public comments were received.
Special Calendar
2. Investment Management Presentation

Andrew Oftelie, Executive Director of Finance and Administration, provided
opening comments and introduced:

. Mia Corral Brown, Senior Vice President of Chandler Asset
Management

. Jayson Schmitt, CFA, Executive Vice President of Chandler Asset
Management

Ms. Corral Brown presented a PowerPoint on the following:

o Introduction to Chandler Asset Management,
J Specializing in Investment Management for Public Agencies, and
o Understanding our Clients Needs.

June 13, 2018 Page 1 of 5
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2. (Continued)
Mr. Schmitt presented a PowerPoint on the following:

o Safety Comes First,

o Implementing a Disciplined, Repeatable Investment Process,
o Orange County Transportation Authority’s (OCTA) Chandler
Managed Portfolio as of May 31, 2018,

Philosophy & Vision,

Economic Update,

Employment,

Inflation,

Gross Domestic Product,

Bond Yields, and

Disclosures.

A discussion ensued regarding:

Trade Wars,

Lower cost of manufacturing services in other parts of the country,
Impact on Gross Domestic Product,

Mobility as a nation and regional mobility has greatly reduced,
Portfolio versus benchmark-US Treasury type,

Demographics of the workforce,

Quality of life concerns (i.e., cost of living),

Taxes and recession,

Yield curve-not inverted,

Corporate risk, and

General trends.

Consent Calendar (Items 3 through 6)

Committee Chairman Do announced that Directors Jones, Spitzer, and Steel were
absent due to attending a federal hearing regarding the homeless litigation matter.

Darrell E. Johnson, Chief Executive Officer (CEO), announced that due to lack of
quorum, staff would like to continue agenda Item 3 to the next
Finance and Administration Committee meeting. Also, Iltems 4, 5, and 6 will be
forwarded to the June 25, 2018 Board of Directors meeting for consideration
without the Committee’s vote.

3. Approval of Minutes

Due to a lack of quorum, the minutes of the May 23, 2018, will return to the
next Finance and Administration Committee meeting for consideration.

June 13, 2018 Page 2 of 5
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Finance and Administration Committee Meeting

Fiscal Year 2017-18 Third Quarter Budget Status Report

Due to lack of quorum, no action was taken on this item, and it will be
forwarded to the June 25, 2018 Board of Directors meeting.

Sole Source Agreement for Upgraded ID Card System

Due to lack of quorum, no action was taken on this item, and it will be
forwarded to the June 25, 2018 Board of Directors meeting.

Agreement for Data Center Colocation Services
Director Hennessey pulled this item to inquire on the definition of Tier Il.

Barry Reynolds, Department Manager of Systems Operations Management,
responded that a Tier Ill data center is a location with redundant and
dual-powered servers, storage, and network links. This allows for any
planned maintenance activity of power and cooling systems to take place
without disrupting the operation of computer hardware located in the data
center.

Director Hennessey inquired on why Coresite, LLC (Coresite) was unwilling
to sign its proposal.

Virginia Abadessa, Director of Contracts Administration & Materials
Management, stated that when Coresite was given an opportunity to sign its
proposal, Coresite stated its legal counsel advised them that it would legally
bind them to the proposal that they were submitting to us.

Due to lack of quorum, no action was taken on this item, and it will be
forwarded to the June 25, 2018 Board of Directors meeting.

Regular Calendar

There were no Regular Calendar items scheduled.

Discussion Iltems

7.

Update: Senior Mobility Program Operated by Korean American
Senior Association

Janet Sutter, Executive Director of Internal Audit, provided a PowerPoint
presentation on the status of the corrective actions taken by the Korean
American Senior Association (KASA) with regard to the findings identified in
the senior mobility program as follows:
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7. (Continued)

Wheelchair Accessibility,

Cost Reporting & Support,
Minimum Age Requirement, and
Trips outside of the Service Plan.

Committee Vice Chairman R. Murphy thanked Ms. Sutter and staff for the
great job on assisting the KASA staff with the corrective actions.

Mr. Johnson, CEO, noted that internal audit’s review is complete at this time
and OCTA staff will continue to monitor and provide oversight as
appropriate to the program.

8. Chief Executive Officer's Report
Mr. Johnson, CEO, reported on the following:

. On June 13t OCTA will host the final open house to provide
information and answer questions about the Interstate 405
Improvement Project. The open house will take place at the Orange
Coast College Student Center in Costa Mesa from
6:00 p.m. - 8:00 p.m.

. On June 218, OCTA will be offering free bus rides through the
OC Bus mobile app for National Dump the Pump Day to encourage
people to use public transportation and ridesharing. OCTA is also
partnering with Waze Carpool to offer free carpools throughout
Orange County from June 18" to June 22",

. On June 18™", he will be traveling to Washington, D.C. to meet with
the Acting Federal Transit Administration Administrator to discuss the
OC Streetcar program. In addition, he will be traveling to New York
to join Chairwoman Bartlett, Vice Chairman Shaw, and Committee
Chairman Do for OCTA’s annual meetings with the rating agencies
and financial institutions.

9. Committee Members' Reports
Committee Chairman Do thanked staff for inviting Chandler Asset

Management to present the Investment Management Presentation under
ltem 2.
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10. Closed Session
There were no Closed Session items scheduled.
11. Adjournment
The meeting adjourned at 11:17 a.m.
The next regularly scheduled meeting of this Committee will be held at
10:30 a.m. on Wednesday, June 27, 2018, at the Orange County

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

ATTEST

Gina Ramirez
Deputy Clerk of the Board

Andrew Do
Committee Chairman

June 13, 2018 Page 5 of 5
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June 27, 2018

To: Finance and Administration Commlttee
From: Darrell E. Johnson, Chief Executive C7 /4 § ?2/”
Subject: Local Agency Investment Fund - May 2018

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 May 31, 2018. 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 May 31, 2018, the fair value including accrued interest of the
Pooled Money Investment Account (PMIA) was $82,929,518,442 with an
average monthly effective yield of 1.76 percent and a month-end weighted
average maturity of 190 days. The Local Agency Investment Fund (LAIF) is a
component of the State of California PMIA. The month-end balance of LAIF was
$22,474,043,130. The Orange County Transportation Authority’'s month-end
balance in LAIF was $10,374,927.

The average monthly effective yield is the average of the daily yield for the
month. The vyield is the income return on an investment, such as the interest
received from holding a particular security. The yield is usually expressed as an

annual percentage rate based on the investment's cost and current market
value.

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



Local Agency Investment Fund - May 2018 Page 2

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
May 31, 2018.

Attachment

A. Local Agency Investment Fund — As of May 31, 2018

Prepared by: Approved by: _
Andrew Oft&lie

Deputy Treasurer Executive Director,

Treasury/Public Finance Finance and Administration

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



LAIF Regular Monthly Statement

Local Agency Investment Fund
P.O. Box 942809

Sacramento, CA 94209-0001
(916) 653-3001

ORANGE COUNTY TRANSPORTATION AUTHORITY

MANAGER, TREASURY/PUBLIC FINANCE
350 SOUTH MAIN STREET

P.O. BOX 14184

ORANGE. CA 92613-1584

Account Summary
Total Deposit: 0.00
Total Withdrawal: 0.00

PMIA Average Monthly Yields

|

Beginning Balance:

Ending Balance:

Account Number:
80-30-001

Type Definitions

10,374.927.27

https://laifms.treasurer.ca.gov/RegularStatement.aspx

Page 1 of |
ATTACHMENT A

www.treasurer.ca.gov/pmia-lait/laif.asp

10,374,927 27

June 18, 2018

May 2018 Statement

6/18/2018



JOHN CHIANG

TREASURER
STATE OF CALIFORNIA % 7
¥ tiguipett
PMIA Performance Report LAIF Performance Report
Average Quarter Ending 03/31/18
- Quarter to Maturity

Date Daily Yield* | Date Yield (in days) Apportionment Rate: 1.51%
05/14/18 1.75 1.69 188 Earnings Ratio: 0.00004135534904993
05/15/18 1.75 1.69 188 Fair Value Factor: 0.997538001
05/16/18 1.76 1.69 191 Daily: 1.59%
05/17/18 1.76 1.69 150 Quarter to Date: 1.43%
05/18/18 1.76 1.69 188 Average Life: 183
05/19/18 1.76 1.69 188
05/20/18 1.76 1.70 188
05/21/18 1.77 1.70 189
05/22/18 1.77 1.70 187
05/23/18 1.77 1.70 188 PMIA Average Monthly
05/24/18 1.78 1.70 190 Effective Yields
05/25/18 1.79 1.70 190
05/26/18 1.79 1,71 190 May 2018 1.755
05/27/18 1.79 1.71 190 Apr 2018 1.661
05/28/18 1.79 1.71 190 Mar 2018 1.524
05/29/18 1.79 .70 190
05/30/18 1.80 T.71 191
05/31/18 1.80 1.71 190
06/01/18 1.81 171 196
06/02/18 1.81 1.71 196 Pooled Money Investment Account
06/03/18 1.81 L71 16 Portfolio Composition
06/04/18 1.81 1.72 193
06/05/18 181 172 193 05/31/18
06/06/18 1.81 1.72 192 $82.8 billion
06/07/18 1.82 1.72 190 Commercial
06/08/18 1.82 1.72 150 Paper Loans
06/09/18 1.82 172 150 osaow  08%
06/10/18 1.82 1.72 190 Time Deposits
06/11/18 1.83 1.73 188 L
06/12/18 1.82 1.73 187
06/13/18 1.83 1.73 184

*Daily yield does not reflect capital gains or losses Certificates of
Deposit/Bank Treasuries
View Prior Month Daily Rates Notes 47.83%
18.00%

Agencies
19.41% Mortgages
0.04%

Based on data available as of 6/13/2018



State of California

Pooled Money Investment Account

Market Valuation

5/31/2018

Carrying Cost Plus

Description Accrued Interest Purch. Fair Value Accrued Interest

United States Treasury:

Bills $ 15,175,919,718.58 | § 15,250,662,000.00 NA

Notes $ 24,420473,576.58 | § 24,309,422,500.00 | $ 63,913,433.00
Federal Agency:

SBA ) 838,712,594.07 | $ 828,886,511.46 [ $ 1,229,194.42

MBS-REMICs $ 29,791,987.57 | § 30,411,618.07 | $ 139,184.33

Debentures $ 1,678,5697,705.60 | $ 1,669,168,850.00 | § 4,350,297.25

Debentures FR $ - $ . $ =

Debentures CL $ 350,000,000.00 | $ 345,654,500.00 | § 1,742,611.50

Discount Notes $ 12,668,406,777.39 | § 12,612,136,250.00 NA
Supranational Debentures $ 539,001,891.07 | $ 536,521,900.00 | 1,266,613.00
Supranational Debentures FR | $ 100,641,692.17 [ § 100,749,034.22 | § 328,935.57
CDs and YCDs FR $ 425,000,000.00 | $ 425,000,000.00 | $ 1,833,640.97
Bank Notes 3 1,000,000,000.00 | $ 999,446,531.85 | § 5,679,222.23
CDs and YCDs $ 13,475,000,000.00 | § 13,468,508,756.04 | § 61,926,8619.40
Commercial Paper $ 6,703,898,041.60 | $ 6,728,276,138.88 NA
Corporate.

Bonds FR $ - S - $ -

Bonds $ - $ - $ -
Repurchase Agreements $ - $ - $ -
Reverse Repurchase $ = 3 = $ -
Time Deposits S 4,810,240,000.00 | § 4,810,240,000.00 NA
AB 55 & GF Loans $ 672,124,000.00 | $ 672,124,000.00 NA
TOTAL $ 82,787,707,984.63 | § 82,787,208,490.52 | § 142,309,951.67
Fair Value Including Accrued Interest $ 82.929.518,442.19

Repurchase Agreements, Time Deposits, AB 55 & General Fund loans, and
Reverse Repurchase agreements are carried at portfolio book value (carrying cost).
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June 27, 2018

To: Finance and Administration Committee
From: Darrell E. Johnson, Chief Executive Offi¢ 4 E ;/}T“%

Subject: Orange County Treasurer's Management Report - May 2018

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 May 31, 2018. 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 May 31, 2018, the book value of the Orange County Investment
Pool (OCIP) Money Market Fund was $1,271,385,224 with a monthly gross yield
of 1.54 percent and a month-end average days to maturity of 51 days. The OCIP
Extended Fund book value was $6,657,239,607 with a monthly gross yield of
1.48 percent and a month-end average days to maturity of 414 days. The
Orange County Transportation Authority’s month-end balance in the OCIP was
$3,900,169; the combined pool had a monthly gross yield of 1.50 percent and
month-end average days to maturity of 312 days.

The monthly gross yield is the average of the daily yield for the month. The yield
is the income return on an investment, such as the interest received from holding
a particular security. The yield is usually expressed as an annual percentage
rate based on the investment's cost and current market value.

During May there were no additions or deletions to the Treasurer's Approved
Issuer List. Both the Money Market Fund and the Extended Fund were in

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



Orange County Treasurer's Management Report - May 2018 Page 2

compliance at month-end. Pages 26 through 99 containing investment inventory
are not included in the 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 May 31, 2018.

Attachment

A. Treasurer’'s Monthly Investment Report — May 31, 2018

Prepared by: Approved by:

odney ( son Andrew Of’télle
Deputy Treasurer Executive Director,
Treasury/Public Finance Finance and Administration

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



From the Office of
SHARI L. FREIDENRICH, CPA, CCMT, CPFA, ACPFIM
Orange County Treasurer
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OFFICE OF THE TREASURER-TAX COLLECTOR
SHARI L. FREIDENRICH, CPA, CCMT, CPFA, ACPFIM

INTERDEPARTMENTAL COMMUNICATION

Date: June 18, 2018

To: Supervisor Andrew Do, Chairman
Supervisor Shawn Nelson, Vice-Chairman
Supervisor Michelle Steel
Supervisor Todd Spitzer

Supervisor Lisa Bartlett
From: Shari L. Freidenrich, CPA, CCMT, CPFA, ACP

Subject: Treasurer’s Investment Report for the Month Ended May 31, 2018

Attached please find the Treasurer’s Investment Report for the County of Orange for the month ended May 31, 2018.
The County Treasurer provides this report in compliance with California Government Code Sections 53607, 53646, and
27134 and the County’s Investment Policy Statement (IPS). We have included some charts and other data for your
information including charts on fund composition and the top ten pool participants. This report is also publicly available
on our website at ocgov.com/ocinvestments.

INVESTMENT POOL COMPOSITION

The investments contained within this report are as of May 31, 2018. The Investment Pool Statistics summary shows the
total investment responsibility of the County Treasurer as delegatéd by the Board of Supervisors: the Orange County
Investment Pool (OCIP) that includes the Voluntary Participants’ funds, the Orange County Educational Investment Pool _
(OCEIP), the John Wayne Airport Investment Fund and various other non-Pooled investment funds. The investment
practices and policies of the Treasurer are based on compliance with State law and prudent money management, The
primary goal is to invest public funds in a manner which will provide maximum security of principal invested with
secondary emphasis on providing adequate liquidity to Pool Participants and lastly to achieve a market rate of return
within the parameters of prudent risk management while conforming to all applicable statutes and resolutions governing
the investment of public funds,

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

The maximum maturity of investments for the OCMMF and the OCEMMTF is 13 months, with a maximum weighted
average maturity (WAM) of 60 days, and they have a current WAM of 51 and 54, respectively. The maximum maturity
of investments for the John Wayne Airport Investment Fund is 15 months, with a maximum WAM of 90 days, and a
current WAM of 83. The maximum maturity of the Extended Fund is five years, with duration not to exceed the Merxill
Lynch 1-3 Year index +25% (2.35), and the duration is currently at 1.12. The investments in all of the funds are marked
to market daily to determine the value of the funds. To further maintain safety, adherence to an investment strategy of
only purchasing top-rated securities and diversification of instrument types and maturities is required.

ECONOMIC UPDATE

In May 2018, the job market added 223,000 new jobs, and April’s job numbers were revised downward by 5,000 to
159,000. The U.S. unemployment rate for May decreased to 3.8% from 3.9% in the prior month, The U.S. Gross
Domestic Product first quarter rate was revised to 2.2% from the rate reported in April of 2.3%. The Empire State
Manufacturing Index increased to 20.1 from 15.8 in April, while the Philadelphia Fed Index increased to 34.4 from 23.2

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



in April. The Federal Reserve uses these indexes as regional economic gauges, and a reading above zero signals
economic expansion. With respect to housing, S&P/CaseShiller reported that housing prices continue to show positive
momentum as year-over-year prices increased for the seventy-first consecutive month in March, up 6.53% from a year
ago. The index for pending home sales increased 0.4% on a year-over-year basis in April. On June 13, 2018, the Federal
Open Markets Committee (FOMC) raised the benchmark Federal Funds rate by 0.25% resulting in a new target range of
1.75% to 2.00%.

The 10-year Treasury rate fell from 2.95% in April to 2.83% in May. The short-term 90-day T-bill ended the month at
1.93%, up from 1.87% in April. The rate on the 2-year Treasury note was 2.40% at the end of May, down from 2.49% in
April.

INVESTMENT INTEREST YIELDS AND FORECAST

The current gross interest yield year-to-date for fiscal year 2017/2018 is 1.26% for both the OCIP and the OCEIP. The
current net yield for fiscal year 2017/2018 for both OCIP and OCEIP is 1.20%. The forecasted gross and net yields for
fiscal year 2017/2018 are expected to be 1.28% and 1.22% for both the OCIP and the OCEIP respectively, slightly higher
than prior forecasted rates of 1.24% and 1.18%.

APPORTIONMENT OF COMMINGLED POOL INTEREST EARNINGS

Each month, the County Treasurer apportions the accrued interest earnings to each pool participant. As of the first
business day of the following month accrued, but unpaid, interest earnings are added to pool participants’ average
balances in determining a participant’s relative share of the pool’s monthly earnings. The actual cash distribution will
generally be paid in the month following. The April 2018 interest income that was expected to be paid in June 2018 is
now expected to be paid in July 2018. In addition, the interest earnings for May 2018 are expected to be paid in August
2018. The investment administrative fee for fiscal year 2017/2018 is still expected to be slightly less than 6.0 basis
points.

The County Treasurer completed the review of the investment administrative fee (fee) for fiscal year 2014/2015. The
actual fee is 6.9 basis points, which is lower than the basis points initially charged at 6.7. The net refund to the pooled
funds is approximately $80,000. Pool participants will receive a refund in June 2018 based on their pool balances in
fiscal year 2014/2015. The fiscal year 2015/2016 and 2016/2017 fee reviews are almost completed and expected to
generate refunds for pool participants to be paid in the next quarter.

TEMPORARY TRANSFERS

The County Treasurer, as required by Constitution Article XVI, Section 6, and per the Board of Supervisor’s Resolution
15-016, is authorized to make temporary transfers to school districts to address their short-term cash flow needs. The
loans are secured by tax receipts to be received by the County Treasurer, as the banker for the school districts. There are
no temporary transfers outstanding as of May 31, 2018.

PORTFOLIO HOLDINGS OF DEBT ISSUED BY POOL PARTICIPANTS

Under guidelines outlined in the current IPS, the County Treasurer may invest in “A” or above rated securities issued by
municipalities. Municipal debt issued by the County of Orange is exempt from this credit rating requirement. The
Investment Pools may invest no more than 5% of individual pool assets in any one issuer, with the exception of the
County of Orange which has a 10% limit. The Investment Pools have a total market value of $456 million in County of
Orange debt, which represents approximately 4.9% of total pooled assets. Prior to purchasing any pool participant debt, a
standardized credit analysis is performed.

COMPLIANCE SUMMARY
The investment portfolios had no compliance exceptions for the month of May 2018.

CREDIT UPDATE

During May, there was one change to the Treasurer’s Approved Issuer List. As reported last month, S&P placed the L/T
issuer credit rating of Walmart Inc. on Negative Outlook. An ongoing credit analysis of all issuers owned in the
Investment Pools is reviewed on a daily, monthly, quarterly, and annual basis.

I certify that this report includes all pooled and non-pooled investments as of May 31, 2018 and is in conformity with all
State laws and the IPS approved by the Board of Supervisors on November 14, 2017. The investments herein shown
provide adequate liquidity to meet the next six months of projected cash flow requirements. I am available if you have
any questions on this Investment Report at (714) 834-7625.

Enclosures
cc: Distribution List
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ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POOL STATISTICS
FOR THE MONTH ENDED: May 31, 2018

INVESTMENT STATISTICS - By Investment Pool'")

“‘;::.::y”’ o] Oatty Yiekd 25 o] MONTHLY Gross Yieia Current NAV
DESCRIPTION CURRENT BALANCES
COMBINED POOL BALANCES (includes)
the Extended Fund)
MARKET Value § 4,476,504,300 312 1.61% 1.50% 1.00
Orange County Investment Pool (OCIP) COSTHCHRHAN § 47499,126,904
MONTHLY AVG Balance § 4,734,810,290
BOOK Value § 4,496,370,640
MARKET Value $ 4,918,314,640 304 1.63% 1.55% 1.00
Orange County Educational Investment COST (Capital) § 4,943,314,075
Peal (OCEIF) MONTHLY AVG Balance §  5,002,112,056
BOOK Value $§ 4,939,824,348

~ INVESTMENT STATISTICS - Non Pooled Investments™®

DESCRIPTION CURRENT BALANCE INVESTMENT BALANCES AT COST
Specific Investment
Funds: MARKET Value § 105,948,957 | John Wayne Airport Investment Fund s 50,970,394
283, 505, FVSD, CCCD COST (Capital) $ 106,968,582 | Fountain Valley School District Fund 40 H 34,810,654
MONTHLY AVG Balance § 106,878,543 | Repurchase Agreement $ 1,081,500
BOOK Value § 106,844,624 | CCCD Series 2017E Bonds $ 20,106,034
$ 106,968,582
INVESTMENTS & CASH INVESTMENTS & CASH
COUNTY MONEY MARKET FUND (OCMMF)
County Money Market Fund $ 1,270,204,763 | OCIP - 4,504,008,445
County Cash $ 4,882,541 | OCEIP $ 4,953,856,081
EXTENDED FUND § 6,665,364,006 | Specific Investment Funds $ 106,968,582
EDUCATIONAL MONEY MARKET FUND (OCEMMF) Non-Pooled Cash $ 20,087,702
Educational Money Market Fund s 1,506,871,210
Educational Cash $ 10,542,006
NON-POOLED INVESTMENTS & CASH
Non-Pooled Investments s 106,968,582
Non-Pooled Cash $ 20,087,702
$ 9,584,920,810 $ 9,584,920,810
INTEREST RATE YIELD WEIGHTED AVERAGE MATURITY (WAM)
OCMMF - MONTHLY GROSS YIELD 1.54% OCMMF 51
OCEMMF - MONTHLY GROSS YIELD 1.71% OCEMMF 54
JOHN WAYNE AIRPORT - MONTHLY GROSS YIELD 1.70% JOHN WAYNE AIRPORT WAM 83
OCIP - YTD NET YIELD® 1.20% LGIP WAM (Standard & Poors) 38
OCEIP - YTD NET YIELD® 1.20%
90-DAY T-BILL YIELD - MONTHLY AVERAGE 1.88%




ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POOL STATISTICS

FOR THE MONTH ENDED: May 31, 2018

INVESTMENT STATISTICS - By Investment Fund®

“"";::lﬁ:”‘ » D”Wsﬂm‘“ T} MONTHLY Gross Yieid Current NAV
DESCRIPTION CURRENT BALANCES
MARKET Value $ 1,271,767,146 51 1.73% 1.54% 1.00
County Money Market Fund (OCMMF) COST (Caphtal) § 170,208,783
MONTHLY AVG Balance $ 1,453,249,621
BOOK Value $ 1,271,385,224
MARKET Value § 1,507,610,060 54 1.80% 1.71% 1.00
Educational Money Market Fund COST (Capital) § 1,506,871,210
CCEMME MONTHLY AVG Balance § 1,565,798,224
BOOK Value § 1,507,570,157
MARKET Value $ 6,615,441,734 414 1.56% 1.48% 0.99
Extended Fund COST (Capital) § 6,665,364,008
MONTHLY AVG Balance § 6,717,874,501
BOOK Value § 6,657,239,607
ALLOCATION OF EXTENDED FUND
Extended Fund
OCIP Share MARKET Value § 3,204,737,154 414 1.56% 1.48% 0.99
COST (Capital) § 3,228,921,141
MONTHLY AVG Balance § 3,281,560,669
BOOK Value § 3,224,985,416
OCEIP Share MARKET Value $ 3,410,704,580 414 1.56% 1.48% 0.99
COST (Capital) $ 3,436,442,865
MONTHLY AVG Balance § 3,436,313,832
BOOK Value $ 3,432,254,191
Modified Duration 1.12

()]
(2)

(3)
4

The Combined Pool Balances include the County and Educational Money Market Funds and their respective partions of the Extended Fund.
Specific non-pooled investments are reported in compliance with Govemment Code Section 53646 (b)(1). Detailed descriptions are included in the inventory listing

in Section Vil of this report.

The Net Yield differs from the Monthly Gross Yield as it includes the Treasury Investment administrative fees.
Book Value is computed as Cost reduced by amortization of premium and increased by the accretion of discount of the Investment Portfolio. Net Asset Value (NAV) is
equal to Market Value divided by Book Value. The Extended Fund Market Value is lower than Book Value causing the NAV to be lower than 1.00 due to the four
Federal Reserve short-term rate increases of 1.00% since 2017. When the Extended Fund is combined with the GCCMMF and OCEMMF, both OCIP and OCEIP have a

NAV of 1.00.
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ORANGE COUNTY TREASURER-TAX COLLECTOR
APPROVED ISSUER LIST - OCIP, OCEIP, and JWA
May 31, 2018

i

S&P

LS. TREASURY SECURITIES

U.S. GOVERNMENT A-l+ P-1

FEDERAL NATIONAL MORTGAGE ASSOCIATION

U.S. GOVERNMENT AGENCY SECURITIES

MEDIUM-TERM

APPLE INC

A-l+ P-1 Fl+ AA+ Aaa AAA
FEDERAL HOME LOAN MORTGAGE CORPORATION A-l+ P-1 Fl+ AA+ Aaa AAA
FEDERAL HOME LOAN BANKS A-1+ P-1 NR AA+ Aaa NR
FEDERAL FARM CREDIT BANKS A-1+ P-1 Fl+ AA+ Aaa AAA

NOTES

ORANGE CNTY CA PENSION OBLG 2017 A

A-l+ P-1 NR AA+ Aal NR
JOHNSON & JOHNSON A=l+ P-1 Fl+ AAA Aaa AAA
MICROSOFT CORPORATION A-1+ P-1 Fl+ AAA Aaa AA+
'WALMART INC * A-1+ P-l Fl+ AA Aa2 AA
BERKSHIRE HATHAWAY INC ** A-1+ P-1 NR AA Aa2 A+
BERKSHIRE HATHAWAY FINANCE ** NR NR NR NR Aa2 A+
ROYAL BANK OF CANADA NY (JULY, 2016) *** A-l+ P-1 Fl+ AA- Al AA
TORONTO DOMINION BANK NY (MARCH, 2017) **** A-l+ P-1 Fl+ AA- AA-

MUNICIPAL BONDS

NR NR NR NR NR NR

ORANGE CNTY CA PENSION OBLG 2018 A

LOCAL AGENCY INVESTMENT FUND

3 ik

NR NR NR NR NR NR

NR NR NR NR NR NR

INVESCO GOVERNMENT & AGENCY SHORT-TERM INVESTMENTS TRUST (AIM)

Aaa-mfl AAAmm{

GOLDMAN SACHS FINANCIAL SQUARE GOVT FUND

Aaa-ml' NR

MORGAN STANLEY INSTITUTIONAL LIQUIDITY FUNDS - GOVT

NORTHERN INSTITUTIONAL TREASURY PORTFOLIO

NR NR

AAAmM
AAAm
AAAmM Aaa-ml NR
AAAm

L S&P placed its L/T issuer credit rating on Negative Outlook (S&P - May 9, 2018).

b Further purchase restrictions apply due to Iny Policy S

rating limits.

#++  Moody's downgraded its L/T issuer credit rating from Aa3 to Al on May 10, 2017 and kept the L/T issuer credit rating on Negative Outlook.

On Negative Outlook (S&P - June 6, 2016).

#4+¢  Moody's downgraded its L/T issuer credit rating from Aal to Aa2 on May 10, 2017 and kept the L/T issuer credit rating on Negative Outlook.
##s%+ Al money market funds are institutional money market funds investing in debt issued or guaranteed by the U.S. Government and its agencies.
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Orange County Treasurer-Tax Collector
Changes in Approved Issuer’s List
For the Month Ended May 31, 2018

During May, there was one change to the Treasurer’s Approved Issuer List. As reported
last month, 2018, S&P placed the L/T issuer credit rating of Walmart Inc. on Negative
Outlook. An ongoing credit analysis of all issuers owned in the Investment Pools is
reviewed on a daily, monthly, quarterly, and annual basis.
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ORANGE COUNTY MONEY MARKET POOLS vs SELECTED MONEY MARKET YIELDS
(INTEREST RATE YIELD)
For The Period May 2008 to May 2018

6.00
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0.00
g =y 2 = o & x> = = L] =
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r = SCHOOLS - COUNTY —0-DAY T-BILL —OCIP-NET
ORANGE COUNTY MONEY MARKET POOLS vs SELECTED AVERAGES
WEIGHTED AVERAGE MATURITY (WAM)
For The Period May 2008 to May 2018
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«For the Month Ended May 31, 2018, S&P LGIP — 1.74; S&P LGIP WAM -38; 90-Day T-Bill — 1.88; OCIP — Net - 1.44
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ORANGE COUNTY TREASURER-TAX COLLECTOR
INVESTMENT POOL YIELDS

June 1, 2017 - May 31I 2018

GROSS
MONTH END AVERAGE
PERIOD ENDING - MONTH / YEAR MARKET | EARNINGS | YIELDFOR | MONTH |
: FOR MONTH | MONTH END WAM

Current Month May 201 8

County Pool - Money Market Fund $ 1271767146 | $ 1,895,963 1.54% 51

Educational Pool - Money Market Fund $ 1,507,610,060 | $ 2,273,000 1.71% 54

Extended Fund $ 6615441734 | % 8,444,349 1.48% 414
April 2018

County Pool - Money Market Fund $ 1677,026,990 | $ 2,621,771 1.47% 57

Educational Pool - Money Market Fund $ 1,715592,154 | $ 1,887,341 1.64% 57

Extended Fund $ 6,661,112140 (% 8,045,347 1.46% 397
March 2018

County Pool - Money Market Fund $ 1,466,459,327 | $ 1,551,676 1.41% 46

Educational Pool - Money Market Fund $ 1,149,359,827 | $ 1,685,016 1.48% 49

Extended Fund $ 6652243109 | % 7,957,780 1.40% 415
February 2018

County Pool - Money Market Fund $ 1,396,683,700 | % 1,284,889 1.32% 44

Educational Pool - Money Market Fund $ 1273494829 | % 1,464,904 1.37% 43

Extended Fund P DO4TT2051 S 7,473,044 1.46% 428
January 2018

County Pool - Money Market Fund $ 1245291533 | % 1,659,617 1.21% 55

Educational Pool - Money Market Fund $ 1,594,050,298 | $ 2213111 1.28% 44

Extended Fund $ 6,595804,419 | % 6,473,087 1.24% 423
December 2017

County Pool - Money Market Fund $ 2128947374 | % 2,182,701 1.10% 43

Educational Pool - Money Market Fund $ 2136417171 | & 1,446,683 1.17% 42

Extended Fund $ 50906,097678 | $ 6,050,707 1.18% 37b
November 2017

County Pool - Money Market Fund $ 1,459,897,098 | $ 1,124,024 1.02% 36

Educational Pool - Money Market Fund $ 1,154471530| $ 889,369 1.03% 45

Extended Fund $ 5996,926512 | $ 5,910,266 - 1.19% 399
October 2017

County Pool - Money Market Fund $--1.2BF 117541 1-% 938,038 0.97% 45

Educational Pool - Money Market Fund $ 1,008,484106 | % 1,026,340 1.03% 50

Extended Fund " $ 50975091,002|% 5972076 | 1.17% 416
September 2017

County Pool - Money Market Fund $ 885,572,484 | $ 752,100 1.05% 54

Educational Pool - Money Market Fund $ 1,319,525,808 | $ 1,129,853 1.06% 48

Extended Fund $ 5974063472 |% 5,798,039 1.18% 443
August 2017

County Pool - Money Market Fund $ 912,746,691 | $ 748,603 1.03% 57

Educational Pool - Money Market Fund $ 1342259072 | % 1,320,805 1.04% 57

Extended Fund . Ph $ 5975786893 | % 5,754,302 1.13% 454
July 2017

County Pool - Money Market Fund $ 925,588,577 | $ 869,951 0.96% L5

Educational Pool - Money Market Fund $ 1625874675 | % 1,449,778 0.99% 55

Extended Fund... . $§ 5820623739 |% 5,661,871 1.13% 464
June 2017

County Pool - Money Market Fund $ 1127901842 | % 1,015,069 0.90% 60

Educational Pool - Money Market Fund $ 1821324948 | $ 1,188,057 0.91% 568

Extended Fund $ 5876,238402 | % 5,545,780 1.14% 487

Average Month
Fiscal Year July 1, 2017 - June 30, 2018 End Market Value ¥in YTD. i
Balahics Interest Income | Gross Yield Average
Orange County Investment Pool $ 4417891279 | $ 51,901,434 1.26% 311
Orange County Educational Investment Pool $ 4618,940,466 | $ 53,955,467 1.26% 307




ORANGE COUNTY TREASURER-TAX COLLECTOR

CASH AVAILABILITY PROJECTION
FOR THE SIX MONTHS ENDING NOVEMBER 30, 2018

Government Code Section 53646 (b) (3), effective on January 1, 1996, requires the Treasurer-Tax Collector to
include a statement in the investment report, denoting the ability of the Orange County Investment Pool (OCIP)
and the Orange County Educational Investment Pool (OCEIP) to meet their expenditure requirements for the
next six months.

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

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

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

The Cash Availability Projection for the six months ending November 30, 2018, indicates the ability of the pools
to meet projected cash flow requirements. However, there will usually be differences between projected and
actual results because events and circumstances frequently do not occur as expected and those differences
may be material.

ORANGE COUNTY INVESTMENT POOL

Investment i-’rojected Projected Cumulative
Month Maturities Deposits Disbursements Available Cash
May 2018 - Ending Cash $ 4,882,541
June 888,011,993 § 250,540,286 $ 751,862,967 391,571,853
July 446,472,751 283,413,826 602,243,709 519,214,721
August 126,339,243 441,512,290 322,112,032 764,954,222
September 244,040,016 377,011,049 334,197,923 1,051,807,364
October 218,561,933 982,475,626 588,508,427 1,664,336,496
November 149,407,801 1,185,277,842 1,130,616,747 1,868,405,392

ORANGE COUNTY EDUCATIONAL INVESTMENT POOL

Investment Projected Projected Cumulative
Month Maturities Deposits Disbursements Available Cash
May 2018 - Ending Cash $ 10,542,006
June 690,307,584 § 889,514,870 § 683,639,759 906,724,701
July 783,456,597 211,481,841 549,212,278 1,352,450,861
August 289,700,474 264,553,364 595,215,689 1,311,489,010
September 238,880,798 525,974,481 607,365,625 1,468,978,664
October 259,103,991 315,686,564 712,298,064 1,331,471,155
November 122,628,632 756,452,721 698,090,277 1,512,462,231
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ORANGE COUNTY TREASURER-TAX COLLECTOR

STATEMENT OF ACCOUNTABILITY
For the Month Ended May 31, 2018

Treasurer's Accountability at the Beginning of the Period:

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

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

Net Change in Cost Value of Pooled Assets

Net Increase in Non-Pooled Investments
Net Increase in Non-Pooled Cash

Treasurer's Accountability at the End of the Period:

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

Pooled Investments:
Orange County Investment Pool
Orange County Educational Investment Pool
Total Pooled Investments

Non-Pooled Investments:
Non-Pooled Investments - John Wayne Airport
Neon-Pooled Investments - Fountain Valley School District Fund 40
Non-Pooled Investments - CCCD Series 2017E Bonds
Non-Pooled Investments - Other
Total Non-Pooled Investments

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

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

Month

10,247,447,259

380,883,505
489,117,082

870,000,587

842,466,912
692,353,172

1,534,820,084

(664,819,497)

225,131
2,067,917

9,584,920,810

4,499,125,904
4,943,314,075

9,442,439,979

50,970,394
34,810,654
20,108,034

1,081,500

106,968,582

4,848,551
10,542,006
17,800,820

2,286,882

33,990

35,512,249

9,584,920,810
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Orange County Treasurer-Tax Collector

Noncompliance Detail
For the Month Ended May 31,2018

During May, the Orange County Investment Pool (OCIP), the Orange County
Educational Investment Pool (OCEIP), and the John Wayne Airport Investment Fund
were all free of noncompliance incidents.
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MONTHLY TREASURER’S INVESTMENT REPORT

County of Orange Elected Officials

Honorable Sandra Hutchens, Sheriff-Coroner

Honorable Hugh Nguyen, Clerk-Recorder
Honorable Claude Parrish, Assessor

Honorable Anthony J. Rackauckas, Jr., District

Attorney/Public Administrator

Honorable Eric Woolery, Auditor-Controller

Treasury Oversight Committee
Gary Capata

Frank Kim

Al Mijares

Laura Parisi

Richard Rohm

Eric Woolery

County of Orange Departments
Assessor

Auditor-Controller

Child Support Services

Clerk of the Board
Clerk-Recorder

County Counsel

County Executive Office
District Attorney/Public Administrator
Health Care Agency

Human Resources Services
Independent Review
In-Home Supportive Services
John Wayne Airport

OC Community Resources
OC Dana Point Harbor

OC Public Works

OC Waste & Recycling
Performance Audit

Probation

Public Defender

Registrar of Voters
Sheriff-Coroner

Social Services Agency

County Agencies

Children & Families Commission
Civic Center Commission
Law Library

Orange County Employees Retirement System

Orange County Cemetery District
Orange County Fire Authority

Orange County Transportation Authority
Transportation Corridor Agencies

State of California
CDIAC
Superior Court

Orange County School Districts
Orange County Department of Education
Anaheim City School District

Anaheim Union High School District
Brea-Olinda Unified School District
Buena Park School District

Capistrano Unified School District
Centralia School District

Distribution List

Cypress School District

Fountain Valley School District

Fullerton School District

Fullerton Joint Union High School District
Garden Grove Unified School District
Huntington Beach City School District
Huntington Beach Union High School District
Irvine Unified School District

Laguna Beach Unified School District

La Habra City School District

Los Alamitos Unified School District
Lowell Joint School District

Magnolia School District

Newport-Mesa Unified School District
Ocean View School District

Orange Unified School District
Placentia-Yorba Linda Unified School District
Saddleback Valley Unified School District
Santa Ana Unified School District
Savanna School District

Tustin Unified School District
Westminster School District

Orange County Community College Districts

(CCD)
Coast Community CCD

North Orange County CCD
Rancho-Santiago CCD
South Orange County CCD

Orange County Regional Occupational Programs

(ROP)
Capistrano-Laguna Beach ROP

Coastline ROP
North Orange County ROP

Voluntary Pool Participants (date approved)
Serrano Water District (6-22-99)

City of Villa Park (10-2-01)

City of Tustin (5-21-02)

Mesa Water District (8-9-02)

Orange County Water District (3-30-04)

Municipal Water District of OC (7-27-04)

Orange County Mosquito and Vector Control District
(11-14-06)

Buena Park Library District (2-9-10)

Local Agency Formation Commission (10-5-10)
Villa Park Community Services Foundation (4-5-11)
City of Laguna Niguel (3-13-14)

City of Lake Forest (12-16-15)

Foothill/Eastern TCA (10-14-16)

San Joaquin Hills TCA (10-14-16)

Foothill/Eastern TCA/RCC (11-17-16)

City of Laguna Woods (5-10-17)

City of Mission Viejo (10-2-17)

Placentia Library District (10-16-17)
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OCTA

June 27, 2018

To: Finance and Administration Committee
From: Darrell E. Johnson, Chief Executive %/a- c@(

Subject: Orange County Transportation Autoritlnvestment and Debt
Programs Report - May 2018

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 May 31, 2018. 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 May 31, 2018, the Orange County Transportation Authority’'s (OCTA)
outstanding investments totaled $1.5 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 1.85 percent.

The book yield measures the exact income, or interest, on a bond without regard
to market price change. The yield is the income return on an investment, such
as the interest received from holding a particular security. The yield is usually

expressed as an annual percentage rate based on the investment's cost and
market value.

OCTA’'s debt portfolio had an outstanding principal balance of
$578.8 million as of May 31, 2018. Approximately 54 percent of the outstanding

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



Orange County Transportation Authority Investment and Debt Page 2
Programs Report - May 2018

balance is comprised of Measure M2 debt, 18 percent is associated with the
91 Express Lanes Program and 28 percent is the Transportation Infrastructure
Finance and Innovation Act Loan.

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 May 31, 2018.

Attachment

A. Orange County Transportation Authority Investment and Debt Programs
— For the Period Ending May 31, 2018.

Prepared by: Approved by:

st

Andrew Oftelie

Deputy Treasurer Executive Director,
Treasury/Public Finance Finance and Administration
(714) 560-5675 (714) 560-5649




ATTACHMENT A

Treasury/Public Finance Department's
Report On

Orange County Transportation Authority
Investment and Debt Programs

Presented to the
Finance and Administration Committee

For The Period Ending
May 31, 2018



INVESTMENT PROGRAM
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Investment Profile

5/31/2018
Type of Amount

Portfolio Manager Depository Role Investment ($ Millions)
ACTIVELY MANAGED INVESTMENTS

Logan Circle Partners Union Bank Custodian Short-Term Operating 346.3

Chandler Asset Management Union Bank Custodian Short-Term Operating 345.7

Payden & Rygel Investment Counsel Union Bank Custodian Short-Term Operating 346.8

Public Financial Management (PFM) Union Bank Custodian Short-Term Operating 3457
POOLED INVESTMENTS

California State Treasurer LAIF Custodian Liquid 10.4

Orange County Treasurer ocCIP Custodian Legal Requirement 3.9
CASH INVESTMENTS

OCTA BNY Mellon Trustee Liquid 61.9

OCTA Bank of the West Broker Liquid 15.7

OCTA U.S Bank Trustee Liquid 0.0
DEBT SERVICE RESERVE FUNDS

91 Express Lanes 2013 Ref. Bonds U.S Bank Trustee Commercial Paper 11.0

91 Express Lanes 2013 Ref. Bonds Bank of the West  Trustee Commercial Paper 10.0

91 Express Lanes 2013 Ref. Bonds Bank of the West ~ Trustee Commercial Paper 3.0

Bank Deposits/Cash 0.3
TOTAL $1,500.7



Short-Term Portfolio - $1.39 Billion
As of 5/31/18
Part 1 of 2

Medium-Term

Logan Circle Partners

Backed Sec.

Treasuries £ 10.8%

Book Value $ 346,309,808 9% & \

Market Value $ 341,848,204 Agency Notes

4.6%

Variable &
Floating Rate
State of 1.9%

California &
Monay [\)Aafket Local Agencies
6.6% 0.1%

Money Market

=i Agency Notes

31.0%

Negotiable CD

1.4%
Chandler Asset Management Shrmrin
Paper
Book Value $ 345,707,788 il
Mortg & Asset-
Backed Sec.
Market Value $ 342,379,564 8.2%
Treasuries Medium-Term
32.9%

Notes
22.7%

Market Value Reported By Custodial Bank



Short-Term Portfolio - $1.39 Billion

As of 5/31/18
Part 2 of 2

Payden & Rygel

Book Value $ 346,778,978

Market Value $ 343,905,506

Public Financial Management (PFM)

Book Value $ 345,739,588

Market Value $ 342,518,841

Market Value Reported By Custodial Bank

Mortg & Asset- Commercial
Backed Sec. Paper
14.8% 9
2 2.0% State of
California &
: Local Agencies
Medium-Term "
Notes " N 8.6%
3.0% :
2 o Variable &
Floating Rate
10.8%

Agency Notes
9.7%

Money Market
Funds

Treasuries 0.7%

30.4%

Money Market Agency Notes
0.2% 3.3%

Negotiable CD's
2.9%

Commercial
Paper

Treasuries 4.3%

57.7%
Variable &
Floating Rate
3.1%

Mortg & Asset-
Backed Sec.
9.0%

Medium-Term
Notes
19.5%

I-3



Short-Term Portfolio Maturity Schedule
As of 5/31/18

Logan Circle Partners ($346.3 M)

Monthly Return
TSY Benchmark
Gov/Corp Benchmark

Fiscal YTD Return
TSY Benchmark
Gov/Corp Benchmark

12 Month Return
TSY Benchmark
Gov/Corp Benchmark

Chandler Asset Management ($345.7 M)

Monthly Return
Benchmark Comparison
Gov/Corp Benchmark

Fiscal YTD Return
TSY Benchmark
Gov/Corp Benchmark

12 Month Return
TSY Benchmark
Gov/Corp Benchmark

[ $ Millions
' 120,00 $==—
100.00 =
0.38%
0.36% 80.00 i "
0.37%
60.00 A — o -
0.39%
0.06% 40.00 - e . —
0.19%
20.00 i s TRV
0.35% 0.00 -_
-0.02% ' 1-2vrs 2-3Yrs 3-4Yrs 4-5Yrs
0.14% . A ]
$ Millions B
200.00
180.00 = e -
160.00 = s
0.35% 140.00 = s
0-36% 12000 I Vi - e —
037% 100.00 412 U M Sl S RN S L, E I S
0240/0 BOOO e i
0.06% 60.00
0.19% 40.00 {— & i :
20.00 sl Sl e
0.21% - -
-0.02% ' <1Yr 1-2Yrs I 2-3Yrs 3-4¥rs 4-5Yrs
0.14%
Yield Curve Change
From 4/30/18 to 5/31/18
4/30/18 5/31/18 Change
1 Year 2.237% 2.227% -0.0100%
2 Year 2.490% 2.429%  -0.0610%
3 Year 2.628% 2.552% -0.0760%
5 Year 2.798% 2697% -0.1010%
30 Year 3.124% 3.026% -0.0980%




Short-Term Portfolio Maturity Schedule

As of 5/31/18
$ Millions -

‘ 180.00 +——— e
Payden & Rygel ($346.8 M) ‘ $kpion
Monthly Return 0.32% [
TSY Benchmark 0.36% | 12000
Gov/Corp Benchmark 0.37% | 100.00

: } 80.00 1-

Fiscal YTD Return 0.51% ‘
TSY Benchmark 0.06% | s
Gov/Corp Benchmark 0.19% | 40.00 -

‘ 20.00 4
12 Month Return 0.50% T 000
TSY Benchmark -0.02% | <1vr 1-2Yrs 2-3Yrs 3-4Yrs 4-5Yrs
Gov/Corp Benchmark 0.14% |

Public Financial Management ($345.7 M)

Monthly Return
TSY Benchmark
Gov/Corp Benchmark

Fiscal YTD Return
TSY Benchmark
Gov/Corp Benchmark

12 Month Return
TSY Benchmark
Gov/Corp Benchmark

160.00 $ Millions
140.00 {-—
120.00 4
0.38%
0.360/6 100.00
0.24% | 6000 {—
0.06%
0_19(% 40.00 +
20.00
0.18%
-0.02% ' 0.00 4
0.14% <1Yr 1-2¥rs 2-3Yrs 3-4Yrs 4-5Yrs
L _ =
Yield Curve Change
From 4/30/18 to 5/31/18
4/30/18 5/31/18 Change
1 Year 2.237% 2.227%  -0.0100%
2 Year 2.490% 2429% -0.0610%
3 Year 2.628% 2.552% -0.0760%
S Year 2.798% 2.697% -0.1010%
30 Year 3.124% 3.026% -0.0980%
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Short-Term Portfolio
As of 5/31/18

Total Portfolio Composition

State of California &

Mortg & Asset-Backed Variable & Floating Rate Local Agencies

Securities Agency ro\lotes 4.0% 2.2%
10.8% 12.2% .
Negogiable CD
0.4%

Commercial Paper
2.5%

Money Market
1.9%

Treasuries
Medium-Term Notes 42.8%
23.3%

Total Portfolio Maturity Schedule

650.0 -
600.0 -
550.0 -
500.0 -
4500 1
400.0 -
350.0 -
300.0. 1 255.9
250.0
200.0 -
150.0 -
1000 1
50.0 -

588.4

364.9

114.4

A\

1-2Yrs 2-3Yrs 3-4Yrs 4-5Yrs

A
-
<
—




Short-Term Portfolio Performance
As of 5/31/18

Trailing 1-Year Total Return
Vs. The Bank of America Merrill Lynch (BAML) 1-3 Benchmarks

2.00% -

|
1.50%

——(LCP) '

e N : -~ (CAM) ‘
1.00% +— \ «l-»nl\.:_,,_/ ~d~(PFM)
N —=(PR) ;
: . N\ _d ' —#=(BAML 1-3)
0.50% 7 Sl ' : — -'\\_::_\? Vv ".—(BAMLGC) |
0.00% +——r—————— — ; oSS ", . \_/
1’4 g
0500 A : =

.@.@Qz%%bb’\‘\‘\'\"\’\\.\;\’\‘\ .{\{\,@@%%%

& \\°°q9 b'\'o o ’b(\e,\,'b“’ ""s*si‘”o o$z900 o o 'b‘Q‘ s\
3 soxxoxﬁ@\??\&\\ fgo\mo\«\x\v\!\

\’)

ICE/
Logan Circle Chandler Public Payden & ICE/BAML BAML 1-3 Yr
Partners  Asset Mgmt  Fin Mgmt Rygel 1-3 Yr Trsy Gov/Corp

(LCP) (CAM) (PEM) (PR) (BAML 1-3) (BAMLGC)

Jun-16 1.57% 1.56% 1.69% 1.30% 1.31% 1.49%

Ju-16 1.49% 1.47% 1.62% 1.23% 1.20% 1.42%
Aug-16  1.40% 1.37% 1.52% 1.16% 1.07% 1.32%
Sep-16  1.17% 1.18% 1.36% 0.99% 0.88% 1.12%
Oct-16 1.18% 1.17% 1.28% 1.04% 0.92% 1.12%
Nov-16  0.87% 0.94% 0.86% 0.92% 0.76% 0.91%
Dec-16  1.04% 1.11% 1.02% 1.05% 0.89% 1.07%
Jan-17  0.59% 0.67% 0.70% 0.77% 0.40% 0.65%
Feb-17  0.60% 0.74% 0.74% 0.85% 0.39% 0.69%
Mar-17  0.39% 0.48% 0.54% 0.65% 0.25% 0.47%
Apr-17  0.51% 0.54% 0.62% 0.71% 0.35% 0.55%
May-17  0.79% 0.80% 0.90% 0.93% 0.57% 0.78%
Jun-17  0.17% 0.20% 0.18% 0.49% -0.11% 0.15%

Jul-17  0.40% 0.46% 0.38% 0.71% 0.16% 0.40%
Aug-17  0.76% 0.78% 0.74% 0.99% 0.52% 0.74%
Sep-17  0.54% 0.54% 0.48% 0.82% 0.24% 0.49%
Oct-17  0.59% 0.53% 0.57% 0.84% 0.24% 0.51%
Nov-17  0.89% 0.73% 0.94% 0.96% 0.44% 0.72%
Dec-17  0.88% 0.71% 0.87% 0.94% 0.42% 0.70%
Jan-18  0.48% 0.38% 0.41% 0.62% 0.01% 0.28%
Feb-18  0.26% 0.13% 0.18% 0.42% -0.13% 0.07%
Mar-18  0.38% 0.24% 0.34% 0.49% 0.03% 0.19%
Apr-18  0.14% 0.02% 0.00% 0.35% -0.26% -0.08%
May-18  0.38% 0.21% 0.18% 0.50% -0.02% 0.14%
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Comparative Yield Performance

As of 5/31/18

Historical Yields
Vs. The Bank of America Merrill Lynch (BAML) 1-3 Benchmarks

3.00% | ‘

2.50% +——

2.00% o _e(LCP)

-~ (CAM)

- —i—(PFM)

~=(PR)

1.00% +———aecadlfl o 3
J.,af' ——7 (BAML 1-3)
L (BAMLGC)

0.50% = — o

0.00% +— e : !

N
\00 \0 V_Q% :,’qu oc’ ,ep"

6‘0‘0.\50 ‘o,»fo

o°°

.\;\*\'\

N N
\fa"“ & @.’3‘ W& ‘gs\ \o“ N o‘*’ ;Je? & ,ep Qvf’ \;b° &
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s
& & ~\
;’6 v_Q “\’b

Logan Circle Chandler
Partners  Asset Mgmt

(LCP) (CAM)

Jun-16  0.74% 0.75%
Ju-16  0.79% 0.82%
Aug-16  091% 0.94%
Sep-16  0.92% 0.95%
Oct-16  0.98% 1.02%
Nov-16 1.26% 1.25%
Dec-16 1.30% 1.31%
Jan-17  1.29% 1.36%
Feb-17  1.32% 1.35%
Mar-17  1.42% 1.36%
Apr-17  1.42% 1.41%
May-17  1.44% 1.42%
Jun-17  1.54% 1.52%
Jul-17 1.48% 1.48%
Aug-17  1.46% 1.44%
Sep-17  1.59% 1.59%
QOct-17  1.67% 1.69%
Nov-17  1.87% 1.90%
Dec-17  1.96% 1.97%
Jan-18  2.18% 2.19%
Feb-18  2.34% 2.37%
Mar-18  2.37% 2.43%
Apr-18  251% 2.58%
May-18  2.38% 2.51%

Public
Fin Mgmt
(PEM)
0.82%
0.87%
0.96%
0.96%
1.04%
1.25%
1.34%
1.33%
1.31%
1.39%
1.38%
1.37%
1.48%
1.43%
1.40%
1.52%
1.65%
1.84%
1.92%
2.16%
2.31%
2.35%
2.48%
2.50%
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Payden
Rygel
(PR)

0.82%

0.89%

0.99%
0.98%
1.02%
1.19%
1.26%
1.29%
1.31%
1.30%
1.41%
1.44%
1.55%
1.51%
1.49%
1.63%
1.70%
1.92%

2.02%

2.20%

2.39%

2.47%

2.55%

2.53%

ICE/
ICE/BAML BAML 1-3 Yr
1-3YrTrsy Gov/Corp
(BAML 1-3) (BAMLGC)
0.60% 0.77%
0.67% 0.82%
0.80% 0.95%
0.78% 0.94%
0.86% 1.02%
1.13% 1.29%
1.18% 1.34%
1.18% 1.34%
1.21% 1.35%
1.27% 1.42%
1.27% 1.41%
1.29% 1.42%
1.39% 1.51%
1.36% 1.47%
1.33% 1.45%
1.48% 1.59%
1.60% 1.70%
1.80% 1.90%
1.89% 1.99%
2.13% 2.23%
2.27% 2.39%
2.28% 2.42%
2.48% 2.60%
2.41% 2.54%




Liquid Funds Portfolio - $92.2 M

As of 5/31/18

Other Liquid Funds

Book Value $ 92,176,586

Market Value 5 92,176,586

Market Value Reported By Custodial Bank

Bank Deposits

Bank of the West
16.7%

ocCiP
4.2%

0.7%

LAIF

11.3%

Yield Curve Change
From 4/30/18 to 5/31/18

1 Month
3 Month
6 Month

4/30/18 5/31/18
1.624% 1.739%
1.802% 1.900%
2.007% 2.079%

Change
0.1150%

0.0980%
0.0720%

I-9
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Liquid Portfolio
As of 5/31/18

—
Total Portfolio Composition
Bank Deposit
OCIP 0.7%
0,
Repurchase Agmt Jiual b
5.9% Commercial Paper

10.8%

Money Market
67.1%

Maturity Schedule For Liquid Portfolio

450.0

400.0
350.0
300.0 -
250.0 |
200.0 -
150.0

100.0
50.0

92.2

< 30 Days 31-60 Days 61 - 90 Days 91 - 120 Days > 120 Days

I-10




Liquid Portfolio Performance
As of 5/31/18

Trailing 2-Year Yield
OCIP, LAIF, 30 & 90 Day Treasury Bills

Yield

2.00%

1.80% +

1.60%
=4—0CIP MMKT

1.40%
1.20% -~ QCIP
Combined
1.00% -
- LAIF

0.80% &

=3>¢=30 Day Tsy

0.60% jum

0.40%

==#=90 Day Tsy
0.20%

0.00% -

\\"«

OCIP MMKT OCIP Combined LAIF 30 Day Tsy 90 Day Tsy

Jun-16 0.42% 0.76% 0.58% 0.17% 0.26%

Jul-16 0.46% 0.81% 0.59% 0.18% 0.26%
Aug-16 0.41% 0.81% 0.61% 0.27% 0.34%
Sep-16 0.45% 0.83% 0.63% 0.19% 0.28%
Oct-16 0.37% 0.80% 0.65% 0.17% 0.30%
Nov-16 0.32% 0.77% 0.68% 0.37% 0.48%
Dec-16 0.44% 0.78% 0.72% 0.44% 0.51%
Jan-17 0.55% 0.87% 0.75% 0.46% 0.52%
Feb-17 0.55% 0.90% 0.78% 0.43% 0.61%
Mar-17 0.60% 0.91% 0.82% 0.73% 0.75%
Apr-17 0.72% 0.93% 0.88% 0.66% 0.80%
May-17 0.81% 1.00% 0.93% 0.86% 0.97%
Jun-17 0.90% 1.06% 0.98% 0.84% 1.01%

Jul-17 0.96% 1.08% 1.05% 0.98% 1.03%
Aug-17 1.03% 1.11% 1.08% 0.91% 0.99%
Sep-17 1.05% 1.15% 1.11% 0.94% 1.05%
Oct-17 0.97% 1.11% 1.14% 0.98% 1.13%
Nov-17 1.02% 1.13% 1.17% 1.13% 1.26%
Dec-17 1.10% 1.13% 1.24% 1.23% 1.38%
Jan-18 1.21% 1.23% 1.35% 1.38% 1.46%
Feb-18 1.32% 1.42% 1.41% 1.51% 1.66%
Mar-18 1.41% 1.40% 1.52% 1.62% 1.71%
Apr-18 1.47% 1.46% 1.66% 1.62% 1.80%

May-18 1.54% 1.50% 1.76% 1.74% 1.90%

I-11




Investment Policy Compliance

As of 5/31/18
Investment
Dollar Policy
Amount Percent Of Maximum
Investment Instruments Invested Portfolio Percentages
U.S. Treasuries 588,009,394 39.2% 100%
Federal Agencies & U.S. Government Sponsored * 167,976,784 11.2% 100%
State of California & Local Agencies 30,124,238 2.0% 25%
Money Market Funds & Mutual Funds 87,825,258 5.9% 20%
Bankers Acceptances 0 0.0% 30%
Negotiable Certificates of Deposit 14,983,811 1.0% 30%
Commercial Paper 68,467,687 4.6% 25%
Medium Term Maturity Corporate Securities 319,538,919 21.3% 30%
Mortgage and Asset-backed Securities 148,568,192 9.9% 10%
Repurchase Agreements 5,404,856 0.4% 75%
Investment Agreements Pursuant To Indenture 0 0.0% 100%
Local Agency Investment Fund (LAIF) 10,374,927 0.7% $ 40 Million
Orange County Investment Pool (OCIP) 3,900,169 0.3% $ 40 Million
CAMP 0 0.0% 10%
Variable & Floating Rate Securities 54,894 152 3.7% 30%
Debt Service Reserve Funds - Investment Agreements 0 0.0% Not Applicable
Bank Deposits 619,452 0.0% 5%
Derivatives (hedging transactions only) 0 0.0% 5%
TOTAL 1,500,687,839 100.0%

" See attached page for a detailed listing of this category
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Investment Policy Compliance

As of 5/31/18

Detail Composition

Dollar
Amount
Investment Instruments Invested
Federal Agencies & U.S. Government Sponsored
Federal Home Loan Bank (FHLB) 65,941,443
Federal Home Loan Mortgage Corporation (FHLMC) 53,843,975
Federal Farm Credit Bank (FFCB) 20,800,936
Federal National Mortgage Association (FNMA) 41,564,432

182,150,786 *

* The Total Dollar Amount Invested Equals The Dollar Amount Invested For Federal Agency Securities,

Rate (Agency) Securities, And A Portion Of Mortgage (Agency) & Asset-back Securities.

Money Market Funds (MMF) & Mutual Funds

First American Obligations Treasury Fund
Goldman Sach Fin. Square Govt. MMF
Blackrock Institutional T-Fund

Fidelity Treasury Obligations MMF
Federated Treasury Obligations Fund

[-13

405

0

25,944 956
43,541,208
18.338.689

87,825,258

Percent Of

Total Portfolio

4.4%
3.6%

1.4%
2.8%

12.1%

0.0%
0.0%

1.7%
2.9%
1.2%

5.9%

Investment
Policy
Guidelines

35%
35%
35%
35%

Variable & Floating



Investment Allocation
As of 5/31/18

LAIF Repurchase Agreements
Negotiable Certificates of Deposit 0.7% 0.4%
i 1.0% . Mortgage and Asset—backed
Money Markest g‘u/Muiual Funds Commercial Paper Secur;uas
o 4.6% 8.9%

Age1n::y2 smes Variable & Floating Rate
2% Securities

3.7%

State of California & Local
Agencies
2.0%

Med-Term Maturity Corporate
Securities Treasuries
21.3% 39.2%

[-14



Negative Credit Watch
As of 5/31/18

Manager / Security Par Amount Maturity S&P Moody's Fitch Ratings
PFM
Qualcom 1,540,000 Various* A A1l NA

On February 20, 2018, Standard & Poor's placed the long-term ratings of Qualcom under review for
possible downgrade.

* Securities will mature on 5/18/18 and 5/20/20.
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DEBT PROGRAM
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Total Outstanding Debt
As of 5/31/18

Outstanding Debt

M2 Long-Term

Toll Road Bonds e Fixed Rate Bonds
18% -y ; 54%

-

~

TIFIA Loan
28%

TOTAL OUTSTANDING DEBT: $578,840,000

Im-1



Outstanding Debt

As of 5/31/18

Orange County Local Transportation Authority (OCLTA-M2)

2010 Series A Taxable Build America Bonds - Sales Tax Revenue Bonds

Issued:

Outstanding:

Debt Service FY 2018:
Pledged Revenue Source:
Ratings

Final Maturity

2010 Series B Tax-Exempt Sales Tax Revenue Bonds

Issued:

Outstanding:

Debt Service FY 2018:
Pledged Revenue Source:
Ratings

Final Maturity

91 Express Lanes

2013 OCTA 91 Express Lanes Refunding Bonds

Issued:

Outstanding:

Debt Service FY 2018:
Pledged Revenue Source:
Underlying Ratings

Final Maturity

405 Express Lanes

2017 TIFIA Loan

Outstanding:

Debt Service FY 2018:
Pledged Revenue Source:
Ratings

Final Maturity

Ir-2

$ 293,540,000
293,540,000

13,409,389

M2 Sales Tax Revenues
Aa2/AA+/AA+

2041

$ 59,030,000
16,695,000

8,913,100

M2 Sales Tax Revenues
Aa2/AA+/AA+

2020

$ 124,415,000
103,605,000
10,794,700

91 Toll Road Revenues
A1/AA-/A

2030

$ 165,000,000
1,000,313

405 Toll Road Revenues
Baa2/BBB-/BBB-

2058



OCTA

/

June 27, 2018 / " 8
A/’ ’Z
A"
To: Finance and Administration Comnlittee /
From: Darrell E. Johnson, Chief ExeCutive officer
~
Subject: Amendment to the 91 Express Lanes Riverside County

Transportation Commission / Orange County Transportation
Authority Facility Agreement

Overview

The 91 Express Lanes Riverside County Transportation Commission / Orange
County Transportation Authority Facility Agreement prescribes the funding
transfers between the two agencies for costs incurred for the rent and any shared
operational expenses in relation to the 91 Express Lanes. An amendment is
needed to account for the reimbursement of shared operating costs incurred by
the Riverside County Transportation Commission for the period July 1, 2018
through June 30, 20109.

Recommendation

Authorize the Chief Executive Officer to negotiate and 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 $2,078,750, for the reimbursement of shared operational
expenses through June 30, 2019.

Discussion

In order to facilitate the exchange of funds between the two agencies, the
91 Express Lanes Riverside County Transportation Commission / Orange County
Transportation Authority Facility Agreement (ROFA) was executed in
November 2015. This agreement prescribes the funding transfers between the
two agencies for costs incurred for the rent and any shared operational expenses
in relation to the 91 Express Lanes. Under the terms of ROFA, both agencies are
to establish an annual fiscal year amount for the funding and payment of joint
operating costs each year. Staff has identified the shared operational expenses
and has assigned responsibility for the administration and payment of these
expenses. An amendment to the ROFA is required, in the amount of $2,078,750,

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



Amendment to the 91 Express Lanes Riverside County Page 2
Transportation ~ Commission / Orange County
Transportation Authority Facility Agreement

to reimburse the Riverside County Transportation Commission (RCTC) for joint
operating costs incurred through June 30, 2019 by RCTC. Some of these
operating costs include credit card processing fees, systems and equipment
maintenance services, transponder purchases, and services relating to the
transition to the new transponder protocol.

Funding for Amendment No. 3 to Agreement No. C-5-3828 is included in Orange
County Transportation Authority’s Fiscal Year 2018-19 Budget, 91 Express Lanes
Account.

Summary

Staff recommends the Board authorize the Chief Executive Officer to negotiate
and 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 $2,078,750, for the reimbursement of shared
operational expenses through June 30, 2019.



Amendment to the 91 Express Lanes Riverside County Page 3
Transportation ~ Commission / Orange County
Transportation Authority Facility Agreement

Attachments

A. Amendment No.3 to 91 Express Lanes RCTC-OCTA Facility Agreement
(“ROFA”)

B. Riverside County Transportation Commission — Orange County
Transportation Authority Facility Agreement No. C-5-3828 Fact Sheet

Prepared by: Approved by:
§ o o C
P d&,v" e . 'x_. e
iﬁ éiiqmaq",ﬂé {: _____ {j o #{ -~ Q&: - ’ ,""f L~
Kirk Avila Ken Phipps
General Manager Deputy, Chief Executive Officer
Express Lanes Programs Executive Office
(714) 560-5674 (714) 560-5637
.l':.-.-.:?/f. Fz_a".:.":-r. A _/. :}:‘;_r.-'i"- T .' e

Virginia Abadessa

Director, Contracts Administration and
Materials Management

(714) 560-5623



ATTACHMENT A

AMENDMENT NO. 3
TO 91 EXPRESS LANES
RCTC- OCTA FACILITY AGREEMENT
(“ROFA”)

This Amendment No. 3 to 91 Express Lanes RCTC-OCTA Facility Agreement
(Identified as RCTC Agreement No. 16-31-025-00 and OCTA Agreement No. C-5-3828)
(“Amendment No. 3”) is made and entered into this day of::. 2018 by and between
the Riverside County Transportation Commission (“RCIE”) and the Orange County
Transportation Authority (“OCTA”). RCTC and OCTA are sometimes referred to herein
individually as “Party”, and collectively as the “Parties’

incurred in conjunctlon with the c0o
RCTC 91 Express Lanes.

] ﬁzgvporuons of the Cooperative
¢ f :the ‘Toll Related Facilities. The

which added Exhibit “B” entitled “ROFA Addendum for CSC
t of the Customer Service Center and CSC lease payments.
es payment of Rent for the Customer Service Center.

Build-Out” to address
Section 4 of Exhibit “B”

D. Pursuant to Section 8, the Parties previously entered into that Amendment No. 2 to
the ROFA, dated April 11, 2017, which added Addendum 1 entitled “ROFA Addendum for
Funding and Payment of Certain Joint Operating Costs™ (i) to identify certain third party vendor
agreements entered into by OCTA or RCTC, respectively, related to operation of the 91 Express
Lanes (“Third Party Vendor Agreements”), (ii) to identify certain purchases administered by one
Party and to be jointly funded by the other Party, (iii) to provide for the allocation of funding by
each Party to reimburse the other Party for its share of costs incurred under such Third Party
Vendor Agreements and for such purchases, and (iv) for OCTA to allocate funding to reimburse
RCTC for payment of certain future costs related to third party contracts and purchases

17336.02109\29283233. 5
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administered by Cofiroute, USA LLC (“Cofiroute”) and not funded under that certain three party
operating agreement entered into by OCTA, RCTC and Cofiroute, dated as of May 24, 2013, as
amended (“ORCOA”). Addendum No. 1 as added by Amendment No. 2 to the ROFA only
addresses the funding and payment of joint operating costs and third party contract costs incurred
through June 30, 2018.

E. The Parties now desire to enter into this Amendment No. 3 in order to update
Addendum No. 1 to set forth terms pertaining to the allocation of funding and payment by each
Party for costs incurred by the other Party under Third Party Vendor Agreements and for Rent
associated with the Toll Operations Center and Customer Service Center, and for certain costs
incurred by RCTC for third party contracts and purchases administered by Cofiroute for operation
of the 91 Express Lanes, and not funded under the ORC YA for the period from July 1, 2018
through June 30, 2019.

entitled “ROFA
by replaced in its
entirety with the Addendum No. 1:at “incorporated herein by reference,
settmg forth terms pertaining to th

Amendment Effective July

each of which is deeméd to be iginal, but when taken together shall constitute but one and the

same instrument.

17336.02109\29283233. 5
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Addendum 1

ROFA Addendum for Funding and Payment of Certain Joint Operating Costs

This ROFA Addendum for Funding and Payment of Certain Joint Operating Costs
(hereafter “Addendum”) sets forth the respective rights and obligations of RCTC and OCTA,
respectively, pertaining to the payment and reimbursement of certain costs incurred by the other
Party under the identified Third Party Vendor Agreements and of certain purchases made by one
Party to be jointly funded by the other Party, and to the allocation of funding by OCTA to
reimburse RCTC for payment of certain third party contract costs and purchases administered by
Cofiroute and not funded under the ORCOA. For budgeting ari 1 ding allocation purposes only,
this Addendum No. 1 also incorporates the estimated costs: ent under the TOC Lease and the
CSC Lease to be shared by the Parties pursuant to Sectig e ROFA and Section 4 of Exhibit
“B” to the ROFA, respectively.

i this Addendumiit
rein shall have the

Iudmg in the recitals to

1. Defined Terms. Capitalized terms usg
‘ mngs set forth in the

Amendment No. 3, and not otherwise defi
Cooperative Agreement.

2. Funding and Payment for

d to this Addendum and incorporated herein by reference.
tain RCTC approval of any new or additional Third Party
or purchases not listed in Exhibit “A”, and subject to cost

in wr1t1ng by RCTC’s Executive Director, or designee, without an amendment to
this Addendum provided that the total costs to be shared by RCTC do not exceed
the amount set forth in this paragraph. OCTA shall invoice RCTC monthly for the
joint operating costs identified in Exhibit “A”, and RCTC shall reimburse all
approved costs within 30 days of receipt of an invoice from OCTA. For budgeting
and funding allocation purposes only, Exhibit “A” includes RCTC’s estimated
proportionate share of costs for Rent for the Current Fiscal Year under the TOC
Lease and the CSC Lease. The Parties acknowledge and agree that this estimate is
subject to change based on extensions of the CSC Lease, changes in the amount of
estimated CAM Expenses, and other unforeseen expenses, and that RCTC’s

17336.02109\29283233. §
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obligations for payment of its proportionate share of Rent and related late fees under
the TOC Lease and the CSC Lease shall remain subject to Section 5 of the ROFA
and Section 4 of Exhibit “B” to the ROFA, respectively.

. OCTA Payments to RCTC for Third Party Vendor Agreements or Purchases

Administered by RCTC. OCTA hereby allocates $907,750 for its share of joint
operating costs incurred by RCTC during the Current Fiscal Year. The initial list
of Third Party Vendor Agreements or purchases to be administered by RCTC, and
jointly funded by OCTA, for the Current Fiscal Year is included in Exhibit “B”
attached to this Addendum and incorporated herein by reference. RCTC agrees to
obtain OCTA approval of any new or addmo ialiThird Party Vendor Agreements
or purchases not listed in Exhibit “B”, an: to cost sharing as set forth herein.
Additions and changes to Exhibit “B approved in writing by OCTA’s
Chief Executive Officer, or designee

I:'Party Contracts and Purchases Up
name of the 91 Express Lanes and

ded procurements as described herein, and shall invoice OCTA
>s share of such costs, which share shall be based on the

Annual Cost Alloca;ion. The Parties agree to establish the annual fiscal year amounts for
the funding and payment of joint operating costs as described herein by January 15 of each

Processing of Funding and Payment of Joint Operating Costs. The Parties agree to
work together to establish administrative procedures for the processing of joint operating
costs as described in this Addendum.

[Signatures on following page]

17336.02109\29283233. 5
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SIGNATURES TO
AMENDMENT NO. 3 TO
91 EXPRESS LANES RCTC-OCTA FACILITY AGREEMENT (“ROFA”)
BETWEEN RIVERSIDE COUNTY TRANSPORTATION COMMISSION
AND
ORANGE COUNTY TRANSPORTATION AUTHORITY

RIVERSIDE COUNTY
TRANSPORTATION COMMISSION

By:

Its:

APPROVED AS TO FORM:
WOODRUFF, SPRADLIN & SMART,
APC

APPROVED AS TO'EORM:

By:

General Counsel to Orange
County Transportation
Authority

17336.02109\29283233. 5
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EXHIBIT A

CONTRACTS/PURCHASES ADMINISTERED BY OCTA

OCTA Administered Costs
July 1, 2018 to June 30,2019

Shared
Amount
(RCTC Share)

Description

Trademark Counsel 3,000
Customer Newsletter and Annual Report 15,000
Credit Card Processing Fee 750,000
Toll Road Property Insurance 125,000
Armor Car Services ) 5,000
91 Express Lanes Telecommunicatior 25,000
Printing of Customer Notification 25,000
Bank Service Charge 12,500
Transponders 65,000
Telephone Software/Hard 16,250
Other MiscellaneousiEx 2,500
Marketing 200,000 100,000
70,000 35,000

530,000 265,000

620,000 310,000

100,000 50,000

30,000 30,000

54,000 27,000

3,692,500 1,861,250

1 Represents estimated Rent under TOC Lease through June 30, 2019 and estimated Rent under the CSC Lease
through March 31, 2019. This estimate is subject to change based on extension of the CSC Lease, changes in the
amount of estimated CAM Expenses, and other unforeseen expenses. Section 5 of the ROFA governs RCTC’s
obligations for payment of its proportionate share of Rent and related late fees under the TOC Lease. Section 4 of
Exhibit “B” to the ROFA governs RCTC’s obligations for payment of its proportionate share of Rent and related
late fees under the CSC Lease.

17336.02109\29283233. 5 EXHIBIT “A”
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EXHIBIT B
CONTRACTS/PURCHASES ADMINISTERED BY RCTC

RCTC Administered Costs
July 1,2018 to June 30,2019

Descriptio f{;g?:ald Shared Amount
seription (OCTA Share)
Costs
Traffic Operations Center System Maintenance 60,000

Variable Message Signs Support and Mainten: 17,000
Toll Operations Consulting Services 272,500
Transponders 840,000 . 420,000
Software 200,000 100,000
Utilities 10,000 5,000
Equipment Maintenance 6,500 3,250
Roadway Closures 0,000 30,000
Total 907,750

17336.02109\29283233. 5 EXHIBIT “B”
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EXHIBIT C

CONTRACTS/PURCHASES ADMINISTERED BY COFIROUTE

Cofiroute Administered Costs
July 1, 2018 to June 30, 2019

Description Totzg Shared Shared Amount
Roadway Repair Materials 15,000 2,500
Utilities 24,000 12,000
Office Supplies and Equipment ’ 15,000
Postage Fees 5,000
PC Workstations/Hardware 32,500
Software 20,000
Business Expenses 3,000

Other Miscellaneous Expenses

Network Evaluation/PCI (Payment Caid. Industry)

2,500

Compliance 35,000 17,500
91 Express Lanes Telecommunication 3,500
Printing of Customer Notification Materials 9,000
Credit Card Processi : 75,000
75,000

Equipment Maintenan 75,000
Computer Hardware/So 170,000 85,000
rvice 52,000 26,000

20,000 10,000

1,405,000 702,500

2,342,000 1,171,000

17336.02109\29283233. 5 EXHIBIT «“C”
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ATTACHMENT B

Riverside County Transportation Commission —
Orange County Transportation Authority Facility
Agreement No. C-5-3828 Fact Sheet

. September 28, 2015, $515,793, approved by Board of Directors (Board).

e Authorized payment to the Riverside County Transportation Commission
(RCTC) for reimbursement of tenant improvements for the 91 Express Lanes
Anaheim Office.

e Authorized Facility Agreement with RCTC pertaining to funding exchanges for
rent, leasehold improvements, and any shared improvements implemented by
the Orange County Transportation Authority and RCTC.

. November 4, 2015, Agreement No. C-5-3828, approved by Contracts Administration
and Materials Management Department (CAMM).

e Facility Agreement pertaining to funding exchanges for rent, leasehold
improvements, and any shared improvements implemented by the Orange
County Transportation Authority and RCTC.

. October 26, 2016, Amendment No. 1 to Agreement No. C-5-3828, $0.00, approved
by CAMM.

¢ Amendment set forth terms pertaining to the construction of tenant improvements
to, and the payment of rent for, the Customer Service Center in conjunction with
operation of the RCTC 91 Express Lanes.

. March 27,2017, Amendment No. 2 to Agreement No. C-5-3828, $431,308, approved
by the Board.

¢ Amendment for the reimbursement of shared operational expenses for the
91 Express Lanes through June 30, 2018.

. June 25, 2018, Amendment No. 3 to Agreement No. C-5-3828, $2,078,750, pending
Board approval.

e Amendment for the reimbursement of shared operational expenses for the
91 Express Lanes through June 30, 2019.

Total committed to Agreement No. C-5-3828: $3,025,851.
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To: Finance and Administration Commjtt/ee /

L, g
From: Darrell E. Johnson, Chiéf Executive Officer
Subject: 91 Express Lanes Account Plan Changes
Overview

Commencing January 1, 2019, all California tolling agencies will be required to
read a new transponder protocol, 6C. This new protocol will lower the cost of
transponders for the 91 Express Lanes. As a result, staff from the Orange County
Transportation Authority and Riverside County Transportation Commission have
developed a deployment plan for the distribution of new transponders, and have
revised account plans and fees for the 91 Express Lanes.

Recommendation
Adopt changes to the 91 Express Lanes’ account plans and policies.
Background

For a toll facility to operate in the State of California, the equipment used in the
lanes, as well as the transponders mounted on the vehicles, must conform to the
specifications for Automatic Vehicle Identification systems. These specifications
are under Chapter 16, Division 2, Title 21 of the California Code of
Regulations (Title 21). The California Department of Transportation (Caltrans)
provides oversight of Title 21.

The requirement ensures interoperability amongst the toll agencies operating in
California and makes it more convenient for patrons so they do not need to
establish multiple accounts with the different toll facilities for traveling on their
roads. Instead, a transponder issued from one facility can be used on any other
facility in California, including the Bay Area bridges in Northern California, the
toll roads operated by the Transportation Corridor Agencies (TCAS), and the toll
facilities in Los Angeles and San Diego counties.

The current Title 21 protocol was developed over 20 years ago. Title 21 protocol
transponders are available only in hard-case forms and require batteries to

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



91 Express Lanes Account Plan Changes Page 2

power the circuitry. Through the years, new technologies and protocols have
emerged, offering multiple advantages over the Title 21 protocol. One of these
protocols, 1ISO 18000-63, also known as 6C, was being used in several tolling
facilities in the United States and was identified by the California Toll Operators
Committee (CTOC) as the protocol to replace the Title 21 protocol. CTOC,
comprised of California toll facility operators/owners, was formed to facilitate
electronic tolling interoperability within California.

The 6C protocol is an open, non-proprietary communication standard developed
by the International Organization of Standards for passive radio frequency
identification transponders and readers. Since it does not require a battery to
operate, 6C transponders are available in a variety of forms, such as hard-case
for 2-position, and 3-position switchables and sticker types.  Sticker
transponders can either be interior mounted or exterior mounted. The cost of an
internal 6C sticker transponder is less than $1.00, which is substantially lower
than a standard Title 21 transponder, which costs around $13.00. The 6C
switchable transponders cost less than $11, as compared to the Title 21
switchable transponders at $15. The 6C protocol also has an established 6C
programming standard and certification process used by multiple agencies and
vendors to ensure transponder and reader equipment conform to the tolling 6C
protocol. The 6C protocol is used by toll operators in Colorado, Utah, and
Washington, which can potentially facilitate regional interoperability.

In order to modify the Title 21 regulations to replace the current protocol to the
new 6C protocol, CTOC tasked Caltrans to begin the administrative rulemaking
process through the California Office of Administrative Law (OAL) and to
determine when the Title 21 protocol should sunset. A joint effort from all CTOC
agencies and Caltrans was undertaken to draft language to amend Title 21. In
November 2017, Caltrans informed the CTOC agencies that OAL has approved
the regulatory changes to move to the 6C protocol. The updated regulation
establishes 6C as the state’s electronic toll collection protocol, which requires all
CTOC toll facilities to read and process the 6C protocol transactions on January
1, 2019, and requires the phase out of the existing Title 21 protocol by January
1, 2024.

Over the past eight months, CTOC members have been collaboratively working
together to discuss the implementation process. Each agency is evaluating their
own account plans and systems to ensure they are ready for the change to 6C.
In the Southern California region, the TCAs have received Board of Directors
approval to their account plan changes, while Los Angeles Metro and San Diego
Association of Governments are still evaluating whether changes will be made
to their account plans.
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Discussion

The Riverside County Transportation Commission (RCTC) has been jointly
operating the 91 Express Lanes with the Orange County Transportation
Authority (OCTA) since the Riverside County portion commenced operations in
March 2017. During the past several months, staff from each agency have met to
discuss the advancement of the transition to 6C, which includes changes to
account plans and policies, modifications to both the in-lane and back-office
systems, procurement of 6C transponders, and development of public outreach
and marketing activities.

Account Plans/Policy Changes

The change to the new 6C protocol provides an opportunity to reevaluate the
current account plans, which have been in place since the toll facility was operated
by the California Private Transportation Company, the original owner of the
91 Express Lanes. Given that 6C transponders costs are lower than the Title 21
transponders, the goals are to pass along the cost savings to the customers,
increase transponder market penetration, offer simplified and competitive account
plans, and to minimize the financial impacts to the 91 Express Lanes. Currently
there are four 91 Express Lanes account plans: Standard, Convenience, Express
Club, and Special Access. With the exception of the Special Access Plan, there is
a fee per transponder charge associated with the plans. It is the intent of both
agencies to issue a 6C sticker transponder to every vehicle listed on the customer
accounts, thereby increasing the number of transponders per account. As of
May 31, 2018, there are 140,666 accounts with 443,902 vehicles tied to those
accounts. To avoid penalizing customers because of this change in technology,
staff recommends changing from a per transponder fee structure to a per account
fee structure. Staff is proposing changes to the Convenience, Express Club, and
Standard Plans. At this time, there are no changes to the Special Access Plans.

Convenience Plan (52,400 Customers ~ 37.3 percent)

The current Convenience Plan requires customers to pay a one-time fee of $75
per transponder, with no recurring monthly fees. This plan is geared towards the
occasional user. Staff is recommending to change the one-time fee to $100 per
account, with no recurring monthly fees, regardless of the number of transponders.
The current Convenience Plan customers will be grandfathered into the new plan
without incurring any additional costs and removing the requirement to pay $75 for
any additional transponders.
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Express Club (1,648 Customers ~ 1.2 percent)

The current Express Club Plan requires customers to pay a $20 monthly fee per
transponder in order to receive a $1 discount per tolled trip on the 91 Express
Lanes. This account plan has the smallest customer base with less than 1,700
customers. Staff is recommending to eliminate this plan, which reduces the number
of account types offered. The current Express Club Plan customers will be asked
to select between the new Convenience Plan, as previously mentioned, or the new
Standard Plan, which closely resembles the Express Club Plan.

Standard Plan (75,520 Customers ~ 53.7 percent)

For the current Standard Plan, customers must use at least $7 in tolls per
transponder per month on the 91 Express Lanes. If the customer does not use the
$7 monthly minimum requirement per transponder, the customer will be charged
for the difference between the $7 and the toll usage amount. Staff is proposing to
change to a $2 monthly account fee, regardless of the number of transponders on
the account. In addition, staff is proposing to modify the Standard Plan with a
concept similar to the Express Club, whereby customers will receive a $1 per trip
discount for all tolled trips on the 91 Express Lanes after 30 trips, with a maximum
discount capped at $50 per account. (Travel on both the OCTA and RCTC
segments of the 91 Express Lanes is counted as two trips.) The discount provides
an incentive for customers to use the toll lanes more often. Current Standard Plan
customers who have not had to pay any monthly minimum fees during the past six
months, will be transitioned to the new Convenience Plan at no cost to the
customer.

In addition to making the account plan changes, staff is recommending
modification to certain account policies. Currently, when a customer opens an
account with cash, they are required to deposit $35 for the internal Title 21
transponder or $50 for the externally mounted Title 21 transponder. If the customer
damages or loses the transponder, the customer forfeits the $35/$50 deposit if they
have a cash account, or is charged the amount if it is a credit card account. This
model was established when transponder costs ranged from $25 to $35 each. With
the new 6C technology, this model is no longer required. Staff is recommending
that 6C sticker transponders be issued to every vehicle listed on the customers’
account, at no cost to the customer during the transition period, and recommends
a phased approach for those customers who have switchable transponders,
whereby the customers will be able to keep their existing transponders until they
are no longer operable. At that time, they can exchange their Title 21 switchable
transponder for a 6C switchable transponder at no cost. Customers requesting
additional transponders and new customers will be required to purchase the
transponders. Proposed pricing for the 6C sticker transponder and switchable
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transponder are $5 and $15, respectively. This is to recoup the cost of the
transponder, in addition to the associated packaging and mailing costs required. It
is envisioned that the issuance of the 6C transponders will begin in early 2019.

Financial Impact

A model was developed in order to determine the financial impact of the proposed
account plans and policy changes. The model took into consideration the reduction
of revenues due to the change to a per account fee structure and elimination of the
Express Club plan, the offering of the $1 discount to a wider account base, the
offset of savings realized from the lower cost of the 6C transponders, as well as
the revenues earned from the sale of transponders

OCTA currently generates $2.43 million per year in account revenue fees. This
amount will be reduced to approximately $1.17 million with the proposed
changes to the account structures. This loss in revenues will be partially offset
by the reduction in costs for the new 6C transponders (OCTA will save
approximately $390,000 per year). Overall, it is estimated that OCTA will
generate approximately $870,000 less in net revenues associated with the
account fee changes during the first year. In addition, the dollar discount
program associated with the Standard Plan is estimated to cost approximately
$450,000.

Within 15 years, the net loss in account revenues to OCTA will be fully offset
with the growth of new accounts and the revenue generated by the selling of
new transponders. Although the anticipated changes in account fees will
generate less net revenues to OCTA, these amounts are still within the projected
amounts for future revenues contained in the cash flows for the program. These
account fee changes will not significantly impact debt service coverage ratios or
the financial integrity of the 91 Express Lanes.

6C Transponder Procurement

RCTC, in coordination with OCTA, is leading the 6C transponder procurement
effort for both agencies. Transponder purchases are operational expenses shared
between the two agencies. Reimbursement to RCTC for the transponder
purchases will be facilitated through the 91 Express Lanes Riverside County
Transportation Commission / Orange County Transportation Authority Facility
Agreement.



91 Express Lanes Account Plan Changes Page 6

Public Outreach and Marketing

Public outreach will be key to making a smooth transition from the Title 21 protocol
to 6C protocol transponders, especially with regards to the new mounting
instructions for sticker transponders, instructions for proper disposal of the Title 21
transponders and elimination of the transponder beep. OCTA and RCTC will need
to develop new marketing collateral and instructions to the customers, in addition
to making changes to the external website. In late 2018, a marketing campaign will
be launched to inform customers of the upcoming transponder replacement
program and to encourage customers to update their account information to ensure
they received the proper number of new transponders.

In-Lane and Back-Office Systems Modification

Modification to both the in-lane and back-office systems will be required in order to
read and process the new 6C protocol. Staff from both RCTC and OCTA have
provided inputs to the functional requirements, with development to commence
shortly. The identification and processing of 6C transponders in both the in-lane
and back-office systems are to be implemented alongside the existing
requirements of identifying and processing Title 21 protocol transponders until the
protocol sunsets in 2024.
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Summary

In November 2017, the Title 21 regulation was updated to replace the Title 21
protocol with the 6C protocol as the state’s electronic toll collection protocol
effective January 1, 2019, and requires the phase out of the existing Title 21
protocol by January 1, 2024. During the past several months, staff from RCTC
and OCTA have met to discuss the advancement of the transition to 6C, which
includes changes to account plans and policies, modifications to both the in-lane
and back-office systems, procurement of 6C transponders, and development of
public outreach and marketing activities. The change to the new 6C protocol
provides an opportunity to reevaluate the current account plans. Staff is
recommending changes to some of the 91 Express Lanes account plans and
account policies.

Attachments

None.
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Title 21 California Code of Regulations

+ All tolling agencies in California must conform to Title 21 specifications
« Ensures interoperablility amongst toll agencies

« Title 21 was updated to establish 6C as state’s electronic toll collection
protocol

« Mandates transition to 6C by January 1, 2019
* Phase-out Title 21 protocol transponders by January 1, 2024
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6C Protocol

* Open, non-proprietary communication standard

* Interior-mounted or exterior-mounted stickers



6C Transponders
6C Sticker Transponders
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Factors Driving Account Changes




91 Express Lanes Account Plans

_

Convenience $75 per transponder, no future fees $100 per account transponder, no future fees
(52,400 Customers ~ 37.3%)

Express Club $20 per transponder per month, $1 per trip Eliminating

(1,648 Customers ~ 1.2%) discount for all tolled trips on the 91 Express Lanes

Standard S$7 monthly minimum toll usage on the 91 Express  $2 per account per month; $1 per trip discount for

(75,520 Customers ~ 53.7%) Lanes, offset by toll usage all tolled trips on the 91 Express Lanes after 30 trips
with maximum discount capped at S50 per account

Special Access No fees; Discounts for HOV3+, motorcycles, pure No changes

(11,098 Customers ~ 7.9%) zero-emission vehicles, disabled veteran or disabled

person license plate holders



Account Policy Changes

Not Applicable

eeeeeeeeee

Switchable Transponder Transponder Deposit, Lost/Damaged  Free to existing customers with ~ Sell for $15 per transponder
Fee S35 switchable transponder



Transition Goals

* Pass along cost savings to the customers
* Increase transponder market penetration



Other Transition Elements

 Back-Office



Recommendations and Next Steps
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