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Committee Members 
Michael Hennessey, Chairman 
Richard Murphy, Vice Chairman 
Andrew Do 
Gene Hernandez 
Steve Jones 
Michelle Steel 
Donald P. Wagner 

Orange County Transportation Authority 
Headquarters 

550 South Main Street 
Board Room – Conf. Room 07 

Orange, California 
Wednesday, November 13, 2019 at 10:30 a.m. 

 
Any person with a disability who requires a modification or accommodation in order 
to participate in this meeting should contact the OCTA Clerk of the Board, telephone 
(714) 560-5676, no less than two (2) business days prior to this meeting to enable 
OCTA to make reasonable arrangements to assure accessibility to this meeting. 
 
Agenda descriptions are intended to give members of the public a general summary 
of items of business to be transacted or discussed.  The posting of the 
recommended actions does not indicate what action will be taken.  The Committee 
may take any action which it deems to be appropriate on the agenda item and is not 
limited in any way by the notice of the recommended action.  
 
All documents relative to the items referenced in this agenda are available for public 
inspection at www.octa.net or through the Clerk of the Board’s office at the OCTA 
Headquarters, 600 South  Main Street, Orange, California. 
 

Call to Order 
 

Pledge of Allegiance 
Director Jones 
 
1. Public Comments 
 

Special Calendar 
 
There are no Special Calendar matters. 
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Consent Calendar (Items 2 through 12) 
 
All items on the Consent Calendar are to be approved in one motion unless a 
Committee Member or a member of the public requests separate action or 
discussion on a specific item. 
 
2. Approval of Minutes 

 
Approval of the minutes of the Finance and Administration Committee 
meeting of October 23, 2019. 
 

3. Fiscal Year 2019 Triennial Review 
 Janet Sutter 
 
 Overview 
 

The Federal Transit Administration has completed the Fiscal Year 2019 
Triennial Review of the Orange County Transportation Authority. The purpose 
of the review is to evaluate compliance with grant requirements and 
management practices as they relate to the use of federal funds. No 
deficiencies were found in any of the 21 areas reviewed. 
 

 Recommendation 
 

Receive and file the Fiscal Year 2019 Triennial Review as an information 
item. 
 

4. Board Member Compensation, Mileage Reimbursements, and Training, 
Internal Audit Report No. 19-513  

 Gabriel Tang/Janet Sutter 
 
 Overview 
 

The Internal Audit Department has completed an audit of compliance with 
regulations, policies, and procedures governing compensation and mileage 
reimbursements to members of the Board of Directors. Based on the audit, 
controls to ensure compliance with regulations, policies, and procedures are 
adequate; however, one recommendation was made to enhance policy and 
procedures to address all payments and payees, and to be consistent with 
regulations.  

 
 Recommendation 
 

Direct staff to implement one recommendation provided in Board Member 
Compensation, Mileage Reimbursements, and Training, Internal Audit                 
Report No. 19-513. 
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5. Investments: Compliance, Controls, and Reporting, January 1 through 

June 30, 2019  
 Gabriel Tang/Janet Sutter 
 
 Overview 
 

The Internal Audit Department has completed an audit of investments for the 
period January 1 through June 30, 2019. Based on the audit, the                 
Orange County Transportation Authority complied with its investment 
policies; however, the Internal Audit Department identified an error in the 
Second Quarter 2019 Investment and Debt Report and observed that the 
investment compliance schedule does not reflect all investments and bond 
indenture requirements. 

 
 Recommendation 
 

Direct staff to implement two recommendations provided in Investments: 
Compliance, Controls, and Reporting, January 1 through June 30, 2019, 
Internal Audit Report No. 20-502. 
 

6. Oversight Controls and Contract Compliance Related to the               
Orange Transportation Center Parking Structure Project  

 Serena Ng/Janet Sutter 
 
 Overview 
 

The Internal Audit Department has completed an audit of oversight controls 
and contract compliance related to the Orange Transportation Center                 
Parking Structure Project. Based on the audit, procurements were handled in 
accordance with policies and procedures, status monitoring and reporting 
controls are operating, and consultants are providing services in accordance 
with their contracts. However, the Internal Audit Department recommends 
improvements to contract language addressing force account payments, 
preparation of independent cost estimates, and construction management 
consultant oversight of change orders. The Internal Audit Department is also 
making recommendations related to adequate labor timekeeping systems for 
consultants, as well as procedures to ensure compliance with requirements 
for federally-funded assets. 
 
Recommendation 

 
Direct staff to implement three recommendations provided in Oversight 
Controls and Contract Compliance Related to the Orange Transportation 
Center Parking Structure Project, Internal Audit Report No. 19-508. 
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7. 91 Express Lanes Update for the Period Ending September 30, 2019

 Kirk Avila/Kenneth Phipps 
 
 Overview 
 

The Orange County Transportation Authority has owned and managed the 
operations of the 91 Express Lanes since January 2003.  Since that time, 
traffic volumes and toll revenues have fluctuated with the changes in the 
economy and the additional capacity added to the State Route 91 corridor.  
Over the last quarter, there have been approximately 4.6 million trips taken 
on the 91 Express Lanes in Orange County.  This report focuses on the 
operational and financial activities for the period ending September 30, 2019. 
 

 Recommendation 
 
 Receive and file as an information item. 
 
8. Fiscal Year 2019-20 First Quarter Grant Reimbursement Status Report

 Sam Kaur/Andrew Oftelie 
 
 Overview 
 

The Quarterly Grant Reimbursement Status Report summarizes grant 
activities for the Orange County Transportation Authority Board of Directors. 
This report focuses on activity for the period of July through September 2019.   
 

 Recommendation 
 
 Receive and file as an information item. 
 
9. Update on the Loan Agreements with the Cities of Anaheim, Buena Park, 

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

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

 
 Recommendation 
 
 Receive and file as an information item. 
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10. Orange County Employees Retirement System Early Payment for                

Fiscal Year 2020-21 
 Robert Davis/Andrew Oftelie 
 
 Overview 
 

The Orange County Employees Retirement System has offered an early 
payment discount to member agencies of 4.5 percent if they elect to prepay 
their contributions for fiscal year 2021. Advance payments must be received 
before January 15, 2020. The Orange County Transportation Authority has 
estimated the savings over the next year and a half under this payment option 
will total approximately $570,000. 
 

 Recommendation 
 

Authorize the early payment of approximately $28.9 million by                 
January 15, 2020, to the Orange County Employees Retirement System, for 
member contributions for fiscal year 2020-21. 

 
11. Environmental Mitigation Program Endowment Fund Investment Report 

for September 30, 2019 
 Robert Davis/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority has developed a                   
Natural Community Conservation Plan/Habitat Conservation Plan, acquired 
conservation properties, and funded habitat restoration projects to mitigate 
the impacts of Measure M2 freeway projects.  California Community 
Foundation manages the non-wasting endowment required to pay for the 
long-term management of the conservation properties.  Each quarter, the 
California Community Foundation publishes a comprehensive report detailing 
the composition of the pool and its performance.  Attached are the quarterly 
investment reports for the Endowment Pool for the period ending                 
September 30, 2019. The reports have been reviewed and are consistent with 
the pool objectives. 

 
 Recommendation 
 
 Receive and file as an information item. 
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12. Agreement for Cloud Disaster Recovery Solution 
 Michael Beerer/Andrew Oftelie 
 
 Overview 
 

As part of the Orange County Transportation Authority’s Fiscal Year 2019-20 
Budget, the Orange County Transportation Authority’s Board of Directors 
approved expenditures for a cloud disaster recovery solution.  Bids were 
received in accordance with the Orange County Transportation Authority’s 
procurement procedures for materials and equipment.  Board of Directors’ 
approval is requested to execute the agreement. 
 

 Recommendation 
 

Authorize the Chief Executive Officer to negotiate and execute                  
Agreement No. C-9-1543 between the Orange County Transportation 
Authority and Thomas Gallaway Corporation, doing business as 
Technologent, in the amount of $985,638, for a cloud disaster recovery 
solution for a five-year term. 
 

Regular Calendar 
 
13. Fiscal Year 2018-19 Comprehensive Annual Financial Report and                

91 Express Lanes Fund Financial Statements 
 Changsu Lee/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority is required to obtain an 
independent auditor’s opinion on various financial statements and schedules.  
Crowe LLP, an independent accounting firm, has completed its annual audit 
of Orange County Transportation Authority’s Comprehensive Annual 
Financial Report and 91 Express Lanes Fund Financial Statements for                 
fiscal year 2018-19. 

 
 Recommendation 
 

Receive and file the fiscal year 2018-19 Comprehensive Annual Financial 
Report and 91 Express Lanes Fund Financial Statements. 
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14. Reserve Policy 
 Sean Murdock/Andrew Oftelie 
 
 Overview 
 

The Orange County Transportation Authority is committed to prudent fiscal 
management and maintaining the ability to fund its programs and services 
during times of economic uncertainty.  Orange County                
Transportation Authority has a history of maintaining reserves to mitigate the 
impacts of financial risks to the programs operated by the Orange County 
Transportation Authority.  The goal of this policy is to formalize the existing 
reserve policy for those programs and include them in one document for 
clarity and transparency. 

 
 Recommendation 
 

Adopt the Reserve Policy and implement the policy in current and future 
financial plans. 
 

Discussion Items 
 
15. Chief Executive Officer's Report 
 
16. Committee Members' Reports 
 
17. Closed Session 
 

There are no Closed Session items scheduled. 
 
18. Adjournment 
 

The 10:30 a.m. on Wednesday, December 11, 2019, meeting of the                  
Finance and Administration Committee has been cancelled.  
 
The next regularly scheduled meeting of this Committee will be held at                   
10:30 a.m. on Wednesday, January 8, 2020, at the Orange County 
Transportation Authority Headquarters, 550 South Main Street,                  
Board Room – Conference Room 07, Orange, California. 
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Committee Members Present 
Michael Hennessey, Chairman 
Richard Murphy, Vice Chairman 
Andrew Do 
Gene Hernandez 
Steve Jones 
Michelle Steel 
 
Committee Members Absent 
Donald P. Wagner 
 

Staff Present 
Darrell E. Johnson, Chief Executive Officer 
Ken Phipps, Deputy Chief Executive Officer 
Laurena Weinert, Clerk of the Board 
Gina Ramirez, Deputy Clerk of the Board 
James Donich, General Counsel 
OCTA Staff and Members of the General Public 

 

Call to Order 
 
The October 23, 2019, regular meeting of the Finance and Administration (F&A) 
Committee was called to order by Committee Chairman Hennessey at 10:32 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 
 

There were no Special Calendar matters. 
 

Consent Calendar (Items 2 through 11) 
 
2. Approval of Minutes 
 

A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Hernandez, and declared passed by those present, to approve the 
minutes of the Finance and Administration Committee meeting of                   
September 25, 2019. 
 

3. Fiscal Year 2019-20 Internal Audit Plan, First Quarter Update 
  

Committee Chairman Hennessey pulled this item to inquire if there was 
anything the F&A Committee needed to be concerned about on the update 
and if the Internal Audit Department received full cooperation from staff. 
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3. (Continued) 

 
Janet Sutter, Executive Director of Internal Audit, responded that the                 
Internal Audit department had a good quarter with lots of cooperation.                
Ms. Sutter stated there is not anything to note in the quarterly update.  
 
Following the discussion, no action was taken on this receive and file 
information item. 

 
4. Property Insurance Policy Renewal 
 

Committee Chairman Hennessey and Director Steel pulled this item.  
 
Committee Chairman Hennessey inquired on the market trend of 20 to 40 
percent increase for insurance policies renewing this year. 
 
Al Gorski, Department Manager of Risk Management, responded that the 
Orange County Transportation Authority’s (OCTA) Broker of Record is Marsh 
Risk and Insurance Services, Inc. (Marsh) and introduced Craig Morris, 
Senior Vice President of Marsh, who discussed the possible trends that are 
causing the increase in premiums. 
 
Director Steel inquired on what services OCTA receives from Marsh for 
paying an annual fee of $100,000. 
 
Mr. Gorski responded there are several points of advice that OCTA receives 
from Marsh.  These include insurance requirements for the contractors, 
baseline information; the staff also depends on Marsh to provide trends in the 
market.  For example, OCTA staff is currently working on the cyber renewal 
policy with coverage of $10 million dollars.  Additionally, Marsh has seen the 
market level increase to $15 million dollars, and OCTA is considering that 
amount.  
 
A motion was made by Director Steel, seconded by Director Do, and declared 
passed by those present, to authorize the Chief Executive Officer to negotiate 
and execute Purchase Order No. A44100, in an amount not to exceed 
$550,000, to Marsh Risk and Insurance Services, Inc., to purchase property 
insurance on behalf of the Orange County Transportation Authority for the 
policy period of December 1, 2019 to December 1, 2020. 
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5. Fiscal Year 2018-19 Fourth Quarter Budget Status Report 
 

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

6. State Transit Assistance Fund and Senate Bill 1 State of Good Repair 
Claims for Fiscal Year 2019-20 

 
A motion was made by Committee Vice Chairman R. Murphy, seconded by 
Director Hernandez, and declared passed by those present, to: 
 
A. Adopt Resolution No. 2019-079 to authorize the filing of                    

State Transit Assistance Fund claims, in the amount of revised 
estimate of $38,396,928, or up to the actual allocation published by the 
State Controller’s Office, to support public transportation. 

 
B. Authorize the filing of Senate Bill 1 State of Good Repair claims, in the 

amount of the revised estimate of $5,933,032, or up to the actual 
allocation published by the State Controller’s Office, to help sustain 
and upgrade the Orange County Transportation Authority’s bus 
system. 

 
7. 2019 Measure M2 Sales Tax Forecast 
 

Committee Chairman Hennessey pulled this item to inquire on the 2.2 percent 
increase in Sales Tax. 
 
Andrew Oftelie, Chief Financial Officer (CFO), stated the increase is based 
on a combination of factors, including the California Department of Tax and                   
Fee Administration’s (CDTFA) implementation of Assembly Bill 147 (AB 147).  
AB 147 provides essential direction to state law for the United States 
Supreme Court’s Dakota v. Wayfair, Inc., decision in California, and this is 
more attributable to the increase from $13.1 billion to $13.4 billion.  
Additionally, the delay in receipts from the CDTFA last year, at this time, staff 
showed a negative growth rate based on the actuals that OCTA had received 
from CDTFA. 
 
Following the discussion, no action was taken on this receive and file 
information item. 
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8. Orange County Transportation Authority Investment and                 

Debt Programs Report - September 2019 
 

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

9. First Quarter Fiscal Year 2019-20 Procurement Status Report 
 

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

10. New York Meetings Update - September 2019 
 

Committee Chairman Hennessey pulled this item to report on the annual New 
York rating agencies trip and highlighted the compliments received by the 
rating agencies about the 91 Express Lanes. 
 
Committee Chairman Hennessey inquired if there were any updates from the 
rating agencies. 
 
Andrew Oftelie, CFO, responded that there had been no official actions by 
any of the rating agencies. However, Moody’s representatives stated they 
were considering a review of OCTA in the coming months.  He stated that 
OCTA’s goal for this trip was to reaffirm or maintain the high ratings that 
OCTA already had.  Also, based on the criteria of the rating agencies, 
OCTA’s ratings are as high as possible for both Measure M and the 91 
Express Lanes. 
 
Following the discussion, no action was taken on this receive and file 
information item. 

 
11. Agreement for Budget and Forecasting Software 
 

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

 
A. Approve the selection of Clarity Partners, LLC, as the firm to provide 

budget and forecasting software. 
 
B. Authorize the Chief Executive Officer to negotiate and execute 

Agreement No. C-9-1083 between the Orange County                  
Transportation Authority and Clarity Partners, LLC, in the amount of 
$536,067, for a term of three years with two, two-year option terms to 
provide budget and forecasting software. 
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Regular Calendar 
 
12. Contractor Selection for the Back-Office System and Customer Service 

Center Operations for the 91 Express Lanes in Orange and                 
Riverside Counties 

 
Kirk Avila, General Manager of the 91 Express Lanes, provided a PowerPoint 
on the following: 
 
• Background; 
• Modernizing the 91 Express Lanes-Toll Lane Systems                 

Integrator Services, Back-Office System/Customer Service Center 
Procurement, Roadway Services Procurement; 

• Procurement Includes: Back-Office System, Customer Service Center, 
Other Operational Functions; 

• Procurement Process; 
• Cofiroute USA, LLP Proposed Cost; 
• Recommendations, and 
• Next Steps. 

 
 Committee Chairman Hennessey inquired why only 20 percent of the 

proposal was the price. 
 

Mr. Avila responded in consultation with OCTA’s project management 
consultant HNTB, the Riverside County Transportation Commission (RCTC), 
and OCTA’s contracts department, staff reviewed the industry standards, and 
pricing was at the 20 percent level. 

 
Committee Chairman Hennessey inquired what agencies were on the 
interview panel. 
 
Mr. Avila stated the panel was made up of representatives from OCTA, 
RCTC, the Los Angeles County Metropolitan Transportation Authority, and 
San Diego Metropolitan Transit System. 

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

 
A. Approve the selection of Cofiroute USA, LLC., as the firm to provide 

the back-office system and customer service center operations 
services for the 91 Express Lanes in Orange and Riverside counties.    

 
B. Authorize the Chief Executive Officer to negotiate and execute                    

Agreement No. C-9-1177 among the Orange County                    
Transportation Authority, Riverside County Transportation Commission, and 
Cofiroute USA, LLC., in the amount of $72,982,804, to provide the 
back-office system and customer service center operations services for the 
91 Express Lanes in Orange and Riverside counties, for an initial term of 
seven years with two three-year option terms.  The designated share for the 
Orange County Transportation Authority will be $35,420,566. 
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Discussion Items 
 
13. Chief Executive Officer's Report 
 

Darrell E. Johnson, Chief Executive Officer, reported on the following: 
 

Beach Boulevard Corridor Study (Study): 
 

• OCTA is in the final round of collecting public feedback for the Study. 

• Comments can be submitted online now through October 26th at 
octa.net/beachstudy. 

• The Study will be completed in February 2020. 
 
25th Annual Economic Forecast: 
 
• On October 30th, the California State University Fullerton and the 

Orange County Business Council are hosting their 25th annual 
Economic Forecast in Irvine. 

• He, along with, Andrew Oftelie and Directors Bartlett, Davies, 
Hennessey, Hernandez, and R. Murphy will be attending. 

• The program starts at 11:30 a.m. and registration is at 11:00 a.m. 
 

14. Committee Members' Reports 
 

There were no Committee Members’ Reports. 
 
15. Closed Session 
 

There were no Closed Session items scheduled. 
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16. Adjournment 
 
 The meeting adjourned at 11:03 a.m. 

 
The next regularly scheduled meeting of this Committee will be held at                  
10:30 a.m. on Wednesday, November 13, 2019, 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 

 

Michael Hennessey 
Committee Chairman 

 



 

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

November 13, 2020 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit Department 
 
Subject: Fiscal Year 2019 Triennial Review 
 
 
Overview 
 
The Federal Transit Administration has completed the Fiscal Year 2019 
Triennial Review of the Orange County Transportation Authority. The purpose 
of the review is to evaluate compliance with grant requirements and 
management practices as they relate to the use of federal funds. No 
deficiencies were found in any of the 21 areas reviewed.  
 
Recommendation 
 
Receive and file the Fiscal Year 2019 Triennial Review as an information item. 
 
Background 
 
United States Code, Chapter 53 of Title 49, requires the Federal Transit 
Administration (FTA) of the United States Department of Transportation to 
perform reviews and evaluations of Urbanized Area Formula Grant activities at 
least every three years. The Orange County Transportation Authority’s (OCTA) 
last review was conducted in 2016. The purpose of the triennial review is to 
evaluate the performance of a grant recipient in carrying out the recipient’s 
program, specifically as it relates to compliance with statutory and 
administrative requirements. The triennial review consists of a review of 
compliance in 21 different grant-related management areas.  
 
Discussion 
 
FTA’s Region IX office contracted with Qi Tech, LLC (reviewers) to perform the 
Fiscal Year (FY) 2019 Triennial Review. OCTA provided information and 
documentation ahead of the on-site visit in September 2019. 
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OCTA was found fully compliant in all 21 areas reviewed. 
 
The reviewers were complimentary of several areas; specifically, procurement, 
vehicle and facilities maintenance, subrecipient oversight, grant drawdown 
documentation, and the Americans with Disabilities Act appeals process. The 
reviewers also described OCTA’s Disadvantaged Business Enterprise program 
as a model program and the Title VI program as very strong. Finally, the 
reviewers praised OCTA staff, noting the inter-divisional cooperation among 
them and the willingness of staff to go “above and beyond.” 
 
Summary 
 
The FTA has issued its FY 2019 Triennial Review Report, finding OCTA fully 
compliant in all 21 areas reviewed. 
 
Attachments 
 
A. Final Report Fiscal Year 2019 Triennial Review of the Orange County 

Transportation Authority (OCTA) Orange, CA Recipient ID: 1682 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 
 
 
 

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

Executive Director, Internal Audit 
714-560-5591 
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I. Executive Summary 

This report documents the Federal Transit Administration’s (FTA) Triennial Review of the Orange 
County Transportation Authority (OCTA) in Orange, California. FTA wants to ensure that awards 
are administered in accordance with the requirements of Federal Public Transportation Law 
49 U.S.C. Chapter 53. The review was performed by Advanced Systems Technology and 
Management, Inc. (AdSTM), under subcontract to Qi Tech, LLC. During the site visit, 
administrative and statutory requirements were discussed and documents were reviewed. OCTA’s 
transit facilities were toured to provide an overview of activities related to FTA-funded projects. 

The Triennial Review focused on OCTA’s compliance in 21 areas. No deficiencies were found in 
any of the areas.  
 

Review Area Deficiencies 
Code Description 

No Deficiencies   
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II. Review Background and Process 

1. Background 

The United States Code, Chapter 53 of Title 49 (49 U.S.C. 5307(f) (2)) requires that “At least once 
every three years, the Secretary shall review and evaluate completely the performance of a grantee 
in carrying out its program, specifically referring to compliance with statutory and administrative 
requirements.” This Triennial Review was performed in accordance with FTA procedures 
(published in FTA Order 9010.1B, April 5, 1993). 

The Triennial Review includes a review of the recipient’s compliance in 21 areas. The basic 
requirements for each of these areas are summarized in Section IV. 

This report presents the findings from the Triennial Review of OCTA. The review concentrated 
on procedures and practices employed during the past three years; however, coverage was 
extended to earlier periods as needed to assess the policies in place and the management of award 
funds. The specific documents reviewed and referenced in this report are available at FTA’s 
regional office or the recipient’s office. 

2. Process 

The Triennial Review process includes a pre-review assessment, a review scoping meeting with 
the FTA regional office, and an on-site visit to the recipient’s location. A Recipient Information 
Request (RIR) package was sent to OCTA advising it of the review and site visit, and containing 
a list of items and questions that the recipient was required to submit to the reviewer. The review 
scoping meeting was conducted with the Region IX Office on June 10, 2019. Necessary files 
retained by the regional office were sent to the reviewer electronically. A Site Visit Agenda 
package was sent to OCTA advising it of the site visit date and indicating information that would 
be needed and issues that would be discussed. The site visit to OCTA occurred on 
September 10-12, 2019. 

The onsite portion of the review began with an entrance conference, at which the purpose of the 
Triennial Review and the review process were discussed. The remaining time was spent discussing 
administrative and statutory requirements and reviewing documents. The reviewers visited 
OCTA’s Anaheim and Santa Ana Operations and Maintenance Bases to obtain an overview of 
activities related to FTA-funded projects. A subrecipient visit to the Anaheim Regional 
Transportation Intermodal Center (ARTIC) was also included in the review. The reviewers 
examined a sample of maintenance records for FTA-funded vehicles and equipment. 

Upon completion of the review, FTA and the reviewers provided a summary of preliminary 
findings to OCTA at an exit conference. Section VI of this report lists the individuals participating 
in the review. 
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3. Metrics 

The metrics used to evaluate whether a recipient is meeting the requirements for each of the areas 
reviewed are: 

• Not Deficient: An area is considered not deficient if, during the review, no findings 
were noted with the recipient’s implementation of the requirements.  

• Deficient: An area is considered deficient if any of the requirements within the area 
reviewed were not met. 

• Not Applicable: An area can be deemed not applicable if, after an initial assessment, 
the recipient does not conduct activities for which the requirements of the respective 
area would be applicable. 
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III. Recipient Description 

1. Organization and Services 

OCTA provides transit service throughout Orange County, California. OCTA was formed on June 
20, 1991 with the consolidation of the Orange County Transit District, Orange County 
Transportation Commission, Orange County Local Transportation Authority, Orange County 
Service Authority for Freeway Emergencies, Orange County Service Authority for Abandoned 
Vehicles, Orange County Consolidated Transportation Services Agency, and the Orange County 
Congestion Management Agency. 

An 18-member Board of Directors governs OCTA. Five representatives are from the Orange 
County Board of Supervisors, and ten members are from the individual municipalities within the 
county. Board members select two public members, and one ex-officio member is from Caltrans 
District 12. The Board hires a Chief Executive Officer to oversee the management and operations 
of OCTA. 

OCTA is responsible for planning and implementing fixed-route, paratransit, and vanpool 
transportation services. OCTA also administers the Master Plan for arterial highways, area 
highways, transit ways, high occupancy vehicle lanes, and the 91 Express Lanes toll roads. 
OCTA’s service area is 797 square miles with a population of 3.2 million. 

OCTA operates a network of 68 fixed routes. Service is provided weekdays from 3:50 a.m. to 2:17 
a.m., Saturdays from 3:55 a.m. to 2:02 a.m., and Sundays from 3:57 a.m. to 2:02 a.m. The 
recipient’s complementary paratransit service, known as ACCESS, operates during the same days 
and hours of service as the fixed routes. 

The basic adult fare for bus service is $2.00. A reduced fare of $0.75 is offered to seniors ages  
60 and older, persons with disabilities, and Medicare cardholders during all hours. An ACCESS-
eligible fixed-route local fare of $0.25 is offered to riders holding valid ACCESS ID cards. The 
fare for ADA paratransit service is $3.60. 

OCTA operates a fleet of 526 buses for fixed-route service. Its bus fleet consists of standard and 
CNG-powered 40- and 60-foot transit coaches and minibuses. The current peak requirement is for 
436 vehicles. OCTA also has a fleet of 248 cutaways operated by MV Transportation, Inc. for the 
ACCESS ADA paratransit service. 

OCTA operates from six maintenance and operation facilities located as follows: Garden Grove 
Bus Operations and Maintenance Base, Garden Grove Annex, Anaheim Bus Operations and 
Maintenance Base, Santa Ana Bus Operations and Maintenance Base, Irvine-Construction Circle 
Bus Operations and Maintenance Base, and Irvine-Sand Canyon Bus Operations and Maintenance 
Base. Its service is oriented around seven transit centers as follows: Golden West Transportation 
Center, Fullerton Park & Ride, Fullerton Transportation Center, Brea Park & Ride, Newport 
Transportation Center, Laguna Hills Transit Transportation Center, and the Laguna Beach Bus 
Station Transportation Center in downtown. 
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2. Award and Project Activity 

Below is a list of OCTA’s open awards at the time of the review. 

Award  
Number 

Award  
Amount 

Year 
Executed Description 

CA-2019-018-00 $148,955,409 2018 OC Streetcar: Santa Ana/Garden Grove FFGA 

CA-32-X113-04 $13,962,490 2012 JARC Mobility Mgmt Operating PA 

CA-04-0122-00 $4,845,999 2009 FY09 Sec 5309 Bus Application 

CA-04-0078-00 $7,021,300 2008 FY08 Sec 5309 Bus Application 

CA-95-X210-00 $12,669,000 2012 CMAQ AnaCyn Stn PE Rideshare Cap Lease 

CA-90-Z027-00 $53,878,508 2013 PM Ops Asst Contract Svc Bus Replacement 

CA-05-0269-00 $6,000,000 2012 CP 4th St & Slope Stabilization 

CA-95-X254-00 $5,656,999 2012 CMAQ Shuttle Service, Rideshare 

CA-2016-032-00 $55,400,721 2016 FY15 5307 Ops Asst Cont Svc Bus Cap PTC 

CA-90-Y942-01 $57,746,965 2012 PM Bus Rep. Rail Control and Rehab. 

CA-95-X286-00 $6,621,000 2014 CMAQ/RSTP LN-SJC Siding & LN-MV Sta 

CA-95-X131-00 $2,102,650 2010 FY10 RSTP Fund Transfer for SARTC/FTC 

CA-2017-072-00 $31,567,405 2017 17 CMAQMEGA1-Const and OC Streetcar De 

CA-90-Z174-00 $55,129,190 2014 PM, Ops Asst. Cont Svc Cap Cost Con 
 

Projects Completed 

During the review period, OCTA completed the following noteworthy projects: 

• Anaheim Regional Transportation Intermodal Center (ARTIC) 
• Environmental/design phase and award of FFGA for the OC Streetcar. 

Ongoing Projects 

OCTA is currently implementing the following noteworthy projects: 

• Construction of the OC Streetcar Project under New Starts 
• Design-build of the I-405 Freeway Improvement Project 
• Deployment of hydrogen fuel cell buses and infrastructure. 

Future Projects 

OCTA plans to pursue the following noteworthy projects in the next three to five years: 

• Upgrade the fare collection system 
• Replace fareboxes (Grant request) 
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• Procure and deploy up to 299, 40-foot alternative fuel buses 
• Replace 116 ACCESS paratransit buses (Grant request) 
• Procure and deploy up to 10 battery electric buses and charging infrastructure (Grant 

request) 
• Replace 55 Operator Relief Vehicles (Grant request) 
• Construct the Transit Security and Operations Center (Grant request) 
• Repower 20 articulated buses (Grant request) 
• Revitalize Newport Transportation Center (Grant request) 
• Complete the SR-55 freeway improvement project (Grant request). 
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IV. Results of the Review 

1. Legal 

Basic Requirement: The recipient must promptly notify the FTA of legal matters and additionally 
notify the U.S. DOT Office of Inspector General (OIG) of any instances relating to false claims 
under the False Claims Act or fraud. Recipients must comply with restrictions on lobbying 
requirements. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Legal.  

2. Financial Management and Capacity 

Basic Requirement: The recipient must have financial policies and procedures; an organizational 
structure that defines, assigns, and delegates authority; and financial management systems in place 
to match, manage, and charge only allowable cost to the award. The recipient must conduct 
required single audits and provide financial oversight of subrecipients. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Financial Management and Capacity. 

3. Technical Capacity – Award Management 

Basic Requirement: The recipient must report progress of projects in awards to the FTA timely. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Technical Capacity – Award Management. 

4. Technical Capacity – Program Management and Subrecipient Oversight 

Basic Requirement: The recipient must follow the public involvement process for transportation 
plans; develop and submit a State Management Plan to the FTA for approval; report in the Federal 
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) on subawards; 
and ensure subrecipients comply with the terms of the award. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Technical Capacity – Program Management and Subrecipient Oversight. 
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5. Technical Capacity – Project Management 

Basic Requirement: The recipient must be able to implement FTA-funded projects in accordance 
with the award application, FTA Master Agreement, and all applicable laws and regulations, using 
sound management practices; and prepare force account plans. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Technical Capacity – Project Management. 

6. Transit Asset Management 

Basic Requirement: Recipients must comply with 49 CFR Part 625 to ensure public transportation 
providers develop and implement transit asset management (TAM) plans. Recipients’ TAM plans 
must include an asset inventory, condition assessments of inventoried assets, and a prioritized list 
of investments to improve the state of good repair of their capital assets. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Transit Asset Management. 

7. Satisfactory Continuing Control 

Basic Requirement: The recipient must ensure that FTA-funded property will remain available to 
be used for its originally authorized purpose throughout its useful life until disposition. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Satisfactory Continuing Control. 

8. Maintenance 

Basic Requirement: Recipients must keep federally funded vehicles, equipment, and facilities in 
good operating condition. Recipients must keep ADA accessibility features on all vehicles, 
equipment, and facilities in good operating order. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Maintenance.  
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9. Procurement 

Basic Requirement:  
States: When procuring property and services under a Federal award, a state must follow the same 
policies and procedures it uses for procurements from its non-Federal funds. The state will comply 
with 2 CFR §200.322 (Procurement of Recovered Materials) and ensure that every purchase order 
or other contract includes any clauses required by section 2 CFR §200.326 (Contract Provisions). 
All other non-Federal entities, including subrecipients of a state, will follow 2 CFR §§200.318 
(General Procurement Standards) through 200.326 (Contract Provisions). 

Non-state recipients: The non-Federal entity must use its own documented procurement 
procedures which reflect applicable State, local, and tribal laws and regulations, and conform to 
applicable Federal law and the standards identified in 2 CFR Part 200. 

Where FTA funds are used in procurements for services or supplies, or where FTA-funded 
facilities or assets are used in revenue contracts, FTA Circular 4220.1F applies. FTA funds, even 
operating assistance, can be segregated from local funds. FTA Circular 4220.1F does not apply to 
wholly locally funded capital procurements. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Procurement. 

10. Disadvantaged Business Enterprise (DBE) 

Basic Requirement: Recipients must comply with 49 CFR Part 26 to ensure nondiscrimination in 
the award and administration of US DOT-assisted contracts. Recipients also must create a level 
playing field on which DBEs can compete fairly for US DOT-assisted contracts. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the US DOT 
requirements for DBE. 

11. Title VI 

Basic Requirement: The recipient must ensure that no person shall, on the grounds of race, color, 
or national origin, be excluded from participating in, or be denied the benefits of, or be subject to 
discrimination under any program or activity receiving Federal financial assistance without regard 
to whether specific projects or services are federally funded. The recipient must ensure that all 
transit services and related benefits are distributed in an equitable manner. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Title VI. 
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12. Americans With Disabilities Act (ADA) – General 

Basic Requirement: Titles II and III of the ADA of 1990 provide that no entity shall discriminate 
against an individual with a disability in connection with the provision of transportation service. 
The law sets forth specific requirements for vehicle and facility accessibility and the provision of 
service, including complementary paratransit service. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the US DOT 
requirements for ADA – General.  

13. ADA – Complementary Paratransit 

Basic Requirement: Under 49 CFR 37.121(a), each public entity operating a fixed-route system 
shall provide paratransit or other special service to individuals with disabilities that is comparable 
to the level of service provided to individuals without disabilities who use the fixed-route system. 
“Comparability” is determined by 49 CFR 37.123-37.133. Requirements for complementary 
paratransit do not apply to commuter bus, commuter rail, or intercity rail systems.  

Finding: During this Triennial Review of OCTA, no deficiencies were found with the US DOT 
requirements for ADA – Complementary Paratransit. 

14. Equal Employment Opportunity 

Basic Requirement: The recipient must ensure that no person in the United States shall on the 
grounds of race, color, religion, national origin, sex, age, or disability be excluded from 
participating in, or denied the benefits of, or be subject to discrimination in employment under any 
project, program, or activity receiving Federal financial assistance under the Federal transit laws. 
(Note: Equal Employment Opportunity Commission’s regulation only identifies/recognizes 
religion and not creed as one of the protected groups.) 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Equal Employment Opportunity. 

15. School Bus 

Basic Requirement: Recipients are prohibited from providing school bus service in competition 
with private school bus operators unless the service qualifies and is approved by the FTA 
Administrator under an allowable exemption. Federally funded equipment or facilities cannot be 
used to provide exclusive school bus service. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for School Bus. 
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16. Charter Bus 

Basic Requirement: Recipients are prohibited from using federally funded equipment and facilities 
to provide charter service if a registered private charter operator expresses interest in providing the 
service. Recipients are allowed to operate community-based charter services excepted under the 
regulations. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Charter Bus.  

17. Drug-Free Workplace Act 

Basic Requirement: Recipients are required to maintain a drug-free workplace for all award-related 
employees; report any convictions occurring in the workplace timely; and have an ongoing drug-
free awareness program. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Drug-Free Workplace Act. 

18. Drug and Alcohol Program 

Basic Requirement: Recipients receiving Section 5307, 5309, 5311, or 5339 funds that have safety-
sensitive employees must have a drug and alcohol testing program in place for such employees. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Drug and Alcohol Program. 

19. Section 5307 Program Requirements 

Basic Requirements: For fixed-route service supported with Section 5307 assistance, fares charged 
seniors, persons with disabilities or an individual presenting a Medicare card during off peak hours 
will not be more than one half the peak hour fares. Recipients are expected to have a written, 
locally developed process for soliciting and considering public comment before raising a fare or 
carrying out a major transportation service reduction. Recipients shall develop, publish, afford an 
opportunity for a public hearing on, and submit for approval, a program of projects (POP). 
Recipients must annually certify that they are spending at least one percent of such funds for transit 
security projects or that such expenditures for security systems are not necessary. Recipients must 
ensure that least one percent of such funds are expended on associated transit enhancement 
projects.   
Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Section 5307 Program Requirements.  
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20. Section 5310 Program Requirements 

Basic Requirement: Recipients must expend funds on eligible projects that meet the specific needs 
of seniors and individuals with disabilities. Projects selected for funding under the Section 5310 
program must be included in a locally developed, coordinated public transit-human services 
transportation plan. Recipients must approve all leases of Section 5310-funded vehicles and ensure 
that leases include required terms and conditions. Either the recipient or subrecipient must hold 
title to the leased vehicles. 

Finding: During this Triennial Review of OCTA, no deficiencies were found with the FTA 
requirements for Section 5310 Program Requirements. 

21. Section 5311 Program Requirements 

Basic Requirement: Recipients must expend funds on eligible projects to support rural public 
transportation services and intercity bus transportation. 

This section only applies to recipients that receive Section 5311 funds directly from FTA; 
therefore, the requirements are not applicable to the review of OCTA. 
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V. Summary of Findings 

Review Area Finding 
Deficiency 

Code(s) Corrective Action Response 
Due Date 

Date 
Closed 

1. Legal ND     
2. Financial Management 

and Capacity 
ND     

3. Technical Capacity – 
Award Management 

ND     

4. Technical Capacity – 
Program Management and 
Subrecipient Oversight 

ND     

5. Technical Capacity – 
Project Management 

ND     

6. Transit Asset 
Management 

ND     

7. Satisfactory Continuing 
Control 

ND     

8. Maintenance ND     
9. Procurement ND     
10. Disadvantaged Business 

Enterprise 
ND     

11. Title VI ND     
12. Americans With 

Disabilities Act 
(ADA) - General 

ND     

13. ADA – Complementary 
Paratransit 

ND     

14. Equal Employment 
Opportunity 

ND      

15. School Bus ND     
16. Charter Bus ND     
17. Drug-Free Workplace Act ND     
18. Drug and Alcohol 

Program 
ND     

19. Section 5307 Program 
Requirements 

ND     

20. Section 5310 Program 
Requirements 

ND     

21. Section 5311 Program 
Requirements 

NA     
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VI. Attendees 

Name Title Phone 
Number E-mail Address 

Orange County Transportation Authority 
Darrell E. Johnson Chief Executive Officer 714-560-5343 djohnson@octa.net 

Virginia Abadessa Director, Contracts Admin. and 
Materials Management 714-560-5623 vabadessa@octa.net 

Jennifer Bergener Chief Operating Officer 714-560-5462 jbergener@octa.net 
Christina Blanco Field Administrator 714-560-5808 cblanco@octa.net 

Adriann Cardoso Deputy Manager, Capital 
Programming 714-560-5915 acardoso@octa.net 

Eric Carlson Transportation Analyst 714-560-5381 ecarlson@octa.net 
Gail Cherry Section Manager I, Scheduling 714-560-5565 gcherry@octa.net 
Nora Chhay-Sar Capital Asset Accountant 714-560-5707 nchhay@octa.net 
Dixie Cochran Principle Emp. Relations Rep. 714-560-5630 dcochran@octa.net 
Leonard Cruz Santa Ana Base Maintenance 714-668-4501 lcruz@octa.net 

Chris Daymen Section Superintendent, Facility 
Maintenance 714-668-4582 cdaymen@octa.net 

Gracie Davis Section Manger 714-560-5641 gdavis@octa.net 
Karen DeCrescenzo Manager, Human Resources 714-560-5547 kdecrescenzo@octa.net 

Matthew DesRosier Manager, Health, Safety and 
Environmental Compliance 714-560-5854 mdesrosier@octa.net 

Bill Dineen Revenue 714-560-5917 wdineen@octa.net 

Johnny Dunning, Jr. Deputy Manager Scheduling and 
Customer Advocacy 714-560-5710 jdunning@octa.net 

Steve Elkins HSEC Specialist 714-560-5942 selkins@octa.net 
Dale Fuchs Section Manager 714-560-5674 dfuchs@octa.net 
Jack Garate Section Manager II 714-560-5387 jgarate@octa.net 
Gary Hewitt Section Manager 714-560-5715 ghewitt@octa.net 
Michael Jackson Section Manager 714-560-5783 mjackson@octa.net 
Gina Jimenez Section Manager 714-560-5603 gjimenez@octa.net 
Jim Jones Assistant Base Manager 714-668-4502 jjones@octa.net 
Meena Katakia Department Manager 714-560-5694 mkatakia@octa.net 
Sam Kavy Department Manager 714-560-5889 skavy@octa.net 
Lance Larson Executive Director 714-560-5908 llarson@octa.net 

Changsu Lee Manager, General Accounting 
and Financial Reporting 714-560-5890 clee2@octa.net 

Jason Lee Project Manager 714-560-5833 jlee@octa.net 
Megan LeMaster Senior Transportation Analyst 714-560-5601 mlemaster@octa.net 
Brianna Martinez Financial Analyst 714-560-5984 bmartinez@octa.net 
Beth McCormick General Manager, Transit 714-560-5964 bmccormick@octa.net 

Maggie McJilton Executive Director, HR and 
Organizational Development 714-560-5824 mmcjilton@octa.net 

Andy Oftelie Chief Financial Officer 714-560-5649 aoftelie@octa.net 

mailto:vabadessa@octa.net
mailto:dcochran@octa.net
mailto:cdaymen@octa.net
mailto:gdavis@octa.net
mailto:dfuchs@octa.net
mailto:mjackson@octa.net
mailto:bmccormick@octa.net
mailto:mmcjilton@octa.net
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Name Title Phone 
Number E-mail Address 

George Olivo Program Manager 714-560-5872 golivo@octa.net 
Carolyn Patterson Base Manager 714-265-4301 cpatterson@octa.net 
Ken Phipps Deputy CEO 714-560-5637 kphipps@octa.net 

Elina Rojas Senior Employee Relations 
Representative 714-560-5810 erojas@octa.net 

Janet Sutter Executive Director, Internal Audit 714-560-5591 jsutter@octa.net 
Ric Teano Manager Grants Compliance 714-560-5716 rteano@octa.net 
Diana Thomas HR Representative 714-560-5827 dthomas@octa.net 

Cliff Thorne Department Manager, 
Maintenance 714-560-5975 cthorne@octa.net 

Ben Torres Accounting Dept. Manager 714-560-5894 btorres@octa.net 
Melissa Valencia HR Representative 714-560-5941 mvalencia@octa.net 
Victor Velasquez Department Manager 714-560-5592 vvelasquez@octa.net 
Pia Veesapen Manager Contracts 714-560-5619 pveesapen@octa.net 

Dayle Withers Department Manager, 
Maintenance 714-560-5538 dwithers@octa.net 

Cameron Wolf HR Representative Associate 714-560-5047 cwolf@octa.net 
Louis Zhao Section Manager Discretionary 714-560-5494 lzhao@octa.net 
City of Anaheim 
Jason Davis General Manager, Artic 714-385-5104 jdavis@articmgmt.com 
Eva Montejano Asst. Property Manager, Artic 714-385-5107 emontejano@articmgmt.com 
Margaret Cady Financial Acting Manager 714-765-8922 mcady@anaheim.net 
Thomas Morton Executive Director 714-765-8920 tmorton@anaheim.net 
Contractors 
Lauren Jaquith Compliance Deputy 714-225-0444 lpadilla@padillainc.com 
FTA (via teleconference) 
Audrey Bredehoft Senior Financial Analyst 415-734-9453 audrey.bredehoft@dot.gov 
Lynette Little  Regional Civil Rights Officer 415-734-9464 lynette.little@dot.gov 
Giusseppe Dizon Program Management Specialist 415-734-9482 giusseppe.dizon@dot.gov 

Charlene Lee Lorenzo Director, Los Angeles 
Metropolitan Office 213-202-3952 charlene.leelorenzo@dot.gov 

Adam Stephenson  
(on site) Program Manager 213-202-3957 adam.stephenson@dot.gov 

AdSTM, Inc. and Qi Tech, LLC 
Mike Baker Lead Reviewer 518-424-6178 michael.baker@adstm.com 
Gwen Larson Technical Program Manager 920-365-6450 gwen_larson@qitechllc.com 
 

  

mailto:erojas@octa.net
mailto:jsutter@octa.net
mailto:rteano@octa.net
mailto:cthorne@octa.net
mailto:lzhao@octa.net
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VII. Appendices 

No appendices included in this report. 



 

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

November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit Department 
 
Subject: Board Member Compensation, Mileage Reimbursements, and 

Training, Internal Audit Report No. 19-513 
 
 
Overview 
 
The Internal Audit Department has completed an audit of compliance with 
regulations, policies, and procedures governing compensation and mileage 
reimbursements to members of the Board of Directors. Based on the audit, 
controls to ensure compliance with regulations, policies, and procedures are 
adequate; however, one recommendation was made to enhance policy and 
procedures to address all payments and payees, and to be consistent with 
regulations.  
 
Recommendation 
 
Direct staff to implement one recommendation provided in Board Member 
Compensation, Mileage Reimbursements, and Training, Internal Audit Report 
No. 19-513. 
 
Background 
 
To ensure compliance with Public Utilities Code Section 130108.5 and 
Government Code Sections 53232 and 53234 through 53237.5, the Orange 
County Transportation Authority (OCTA) has developed written policy and 
procedures for compensation, mileage reimbursements, and required training 
for members of the Board of Directors (Board). Policies and procedures are 
outlined in the Personnel and Salary Resolution (P&SR), the Policy for 
Compensation, Reimbursement of Expenses, and Mandatory Training for 
Members of the Board of Directors (Policy), and desk procedures developed by 
the Clerk of the Board (COB) for processing payments and tracking training. 
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Board members, and former Board members representing OCTA on outside 
agency boards, may receive compensation in the amount of $100 per day, not 
to exceed $500 per month, for attending OCTA-related business activities. Board 
members, except County of Orange Supervisors, also receive mileage 
reimbursement for travel to/from OCTA business activities. 
 
Each Board member is required to receive at least two hours of training in 
general ethics principles and ethics laws relevant to public service within the first 
year of taking office and every two years thereafter, and at least two hours of 
sexual harassment prevention training and education within the first six months 
of taking office and every two years thereafter. OCTA provides information on 
training available to members of the Board at least once, in writing, prior to 
assuming office and every two years thereafter. The COB maintains copies of 
training certificates. 
 
Discussion 
 
The P&SR, Policy, and desk procedures should be enhanced to address all 
payments and payees, and to be consistent with regulations. Internal Audit 
recommends that management update policies and procedures to address all 
applicable payments and payees and to require training of all compensated 
persons representing OCTA on boards and/or committees. Further, Internal 
Audit recommends that the Policy be provided to Board members, and former 
Board members representing OCTA, upon update and on a periodic basis. 
Management agreed and indicated that procedures will be updated and 
distributed, and the P&SR will be updated and presented for Board approval with 
the fiscal year 2020-21 budget. 
 
Summary 
 
Internal Audit has completed an audit of Board member compensation, mileage 
reimbursements, and training, and offered one recommendation for 
improvement to policy and procedures. 
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Conclusion 
 

The Internal Audit Department (Internal Audit) has completed an audit of compliance with 
regulations, policies, and procedures governing compensation and mileage 
reimbursements to members of the Board of Directors. Based on the audit, controls to 
ensure compliance with regulations, policies, and procedures are adequate; however, 
one recommendation was made to enhance written policy and procedures.  
 

Background 
 

Regulations, Policy, and Procedures 
 
To ensure compliance with Public Utilities Code Section 130108.5, and Government 
Code Sections 53232 and 53234 through 53237.5, the Orange County Transportation 
Authority (OCTA) has developed written policies and procedures for compensation, 
mileage reimbursements, and required training for members of the Board of Directors 
(Board). Policies and procedures are outlined in the Personnel and Salary Resolution 
(P&SR), the Policy for Compensation, Reimbursement of Expenses, and Mandatory 
Training for Members of the Board of Directors (Policy), and desk procedures developed 
by the Clerk of the Board (COB) for processing payments and tracking training.  
 
Compensation and Reimbursement of Expenses 
 
Board members, and former Board members representing OCTA on outside agency 
boards, may receive compensation in the amount of $100 per day, not to exceed $500 
per month, for attending OCTA-related business activities. Board members, except 
County of Orange Supervisors, also receive mileage reimbursement for travel to/from 
OCTA business activities.  
 
Ethics Training and Sexual Harassment Prevention Training and Education  
 
Each member of the Board of Directors is required to receive at least two hours of training 
in general ethics principles and ethics laws relevant to public service within the first year 
of taking office and every two years thereafter, and at least two hours of sexual 
harassment prevention training and education within the first six months of taking office 
and every two years thereafter.  
 
OCTA provides information on training available to members of the Board at least once, 
in writing, prior to assuming office and every two years thereafter. The COB maintains 
copies of training certificates. 
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Objectives, Scope, and Methodology 
 

The objectives were to evaluate and test controls in place to ensure compliance with 
regulations, policies, and procedures related to Board member compensation, mileage 
reimbursement, and training.  
 
According to Generally Accepted Government Auditing Standards (GAGAS), internal 
control, in the broadest sense, encompasses the plans, policies, procedures, methods, 
and processes adopted by management to meet its mission, goals, and objectives. 
Internal controls significant within the context of the audit objectives were evaluated as 
part of this audit. 
 
The methodology consisted of review of OCTA policies and procedures for consistency 
and compliance with relevant regulations and verification that policies are communicated 
to Board members; evaluation and testing of controls over the tracking and processing of 
Board member compensation and mileage reimbursements; and evaluation and testing 
of controls to ensure compliance with training requirements.  
 
The scope was limited to regulations, policies and procedures related to Board member 
compensation, mileage reimbursement, and training. The scope did not include review of 
Board member benefits or travel expense reimbursements as these processes are 
included in other audits. Testing included a haphazard sample of eight months during 
fiscal years (FY) 2018 and 2019 of Board member compensation and mileage 
reimbursements to ensure compliance with regulations, policies, and procedures. Since 
the sample was non-statistical, any conclusions are limited to the sample items tested. 
The scope also included tracing training documentation for all Board members to the 
Board Members Ethics Training and Sexual Harassment Prevention Training and 
Education logs for FYs 2017-18 and 2018-19, to determine the completeness of logs and 
compliance with requirements. 
 
We conducted this performance audit in accordance with GAGAS. Those standards 
require that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our audit objectives. 
We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 
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Audit Comment, Recommendation, and Management Response 
 

Policy and Procedures  

 
The P&SR, Policy, and desk procedures should be enhanced to address all payments 
and payees, and to be consistent with regulations, as follows: 
 

• The Policy addresses Board member compensation and reimbursement of expenses, 
but not former Board member compensation and reimbursement of expenses 
(e.g. when assigned to represent OCTA on outside agency boards);  

• The P&SR does not address Board member, or former Board member, compensation; 

• The written Policy is not provided to Board members (and applicable former Board 
members representing OCTA) when revised and/or on a periodic basis; 

• The Policy does not require former Board members representing OCTA on outside 
agency boards to obtain required training. 

 
Recommendation 1:  
 
Internal Audit recommends that management update policies and procedures to address 
all applicable payments and payees, and to require training of all compensated persons 
representing OCTA on boards and/or committees, and to ensure proper communication 
of policies to Board members, and former Board members representing OCTA, on a 
periodic basis.  
 
Management Response (COB):  
 
Management concurs with Internal Audit’s recommendation. The Policy will be revised 
and provided to all applicable Board members and former Board members by 
December 2019, upon update, and annually thereafter.  
  
Revisions to the language in the P&SR will be made and presented for Board approval 
with the FY 2020-21 budget. 
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To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit 
 
Subject: Investments: Compliance, Controls, and Reporting, January 1 

through June 30, 2019  
 
 
Overview 
 
The Internal Audit Department has completed an audit of investments for the 
period January 1 through June 30, 2019. Based on the audit, the Orange 
County Transportation Authority complied with its investment policies; however, 
the Internal Audit Department identified an error in the Second Quarter 2019 
Investment and Debt Report and observed that the investment compliance 
schedule does not reflect all investments and bond indenture requirements. 
  
Recommendation  
 
Direct staff to implement two recommendations provided in Investments: 
Compliance, Controls, and Reporting, January 1 through June 30, 2019, Internal 
Audit Report No. 20-502. 
 
Background 
 
The Treasury Department (Treasury) is responsible for the management of the 
Orange County Transportation Authority’s (OCTA’s) Investment Portfolio (Portfolio). 
On June 30, 2019, the Portfolio’s book value was approximately $2.1 billion. The 
Portfolio consists of three managed portfolios: the liquid portfolio for immediate cash 
needs, a bond proceeds portfolio to meet Measure M2 transportation program 
needs, and the short-term portfolio for future budgeted expenditures. External 
investment managers administer the short-term portfolio, and OCTA’s Treasurer 
manages the liquid assets portfolio. OCTA also has investments in debt service 
reserve funds for various outstanding debt obligations. 
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The Investment Policy (Policy) sets forth guidelines for all OCTA investments 
to ensure conformance with the California Government Code. The Policy 
outlines permitted investments, as well as diversification guidelines. The 
diversification limits ensure the Portfolio is not unduly concentrated in securities 
of one type, industry, or entity, thereby assuring adequate portfolio liquidity 
should one sector or company experience difficulties. 
 
Discussion 
 
The balance of investments in the Orange County Investment Pool was 
understated by $70,468, in the Second Quarter 2019 Investment and Debt 
Report. The audit of investments for the period July 1 through 
December 1, 2019, also identified an input error in the fourth quarter 2018 
report. Internal Audit recommends Treasury implement and document a more 
robust secondary review to ensure the accuracy of investment information 
presented in quarterly reports to the Board of Directors. Management agreed 
and indicated that a more robust review process has already been 
implemented. 
 
Management changed the format of the investment policy compliance schedule 
starting with the Second Quarter 2019 Investment and Debt Report. As a 
result, the schedule no longer reflects compliance monitoring of cash 
equivalent investments, including repurchase agreements. Also, while bond 
proceeds are not subject to diversification and maturity limits of the Policy, 
these investments are subject to requirements of their respective indentures. 
The indenture requirements are not currently reflected in the investment 
compliance schedule. Debt reserve funds are also not subject to investment 
policy guidelines per the schedule; however, these funds are not expressly 
exempted by the Policy. Internal Audit recommends that management revise 
the investment policy compliance schedule to evaluate all applicable 
investments in accordance with the Policy. Also, if management intends to 
exempt debt reserve funds from diversification and maturity limits of the Policy, 
the Policy should be updated accordingly. Finally, the schedule should include 
information on investment requirements of bond indentures and determination 
of compliance. Management agreed and had already made a change to 
include cash equivalents within the schedule. Also, management agreed to 
update the Policy to expressly exempt debt service reserve funds during the 
next update cycle. Finally, management agreed to include information detailing 
indenture requirements and compliance going forward.  
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Summary 
 
Internal Audit has completed an audit of investments for the period January 1 
through June 30, 2019, and has offered two recommendations for improvement. 
 
Attachment 
 
A. Investments: Compliance, Controls, and Reporting, January 1 through 

June 30, 2019 Internal Audit Report No. 20-502 
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Conclusion 
 
The Internal Audit Department (Internal Audit) has completed an audit of investments for 
the period January 1 through June 30, 2019. Based on the audit, the Orange County 
Transportation Authority (OCTA) complied with its investment policies; however, Internal 
Audit identified an error in the Second Quarter 2019 Investment and Debt Report and 
observed that the investment compliance schedule does not reflect all investments and 
bond indenture requirements. 
 

Background 
 
Portfolio Management 
 
The Treasury Department (Treasury) is responsible for the management of OCTA’s 
Investment Portfolio (Portfolio). To accomplish this, Treasury uses the Clearwater treasury 
software system to monitor investments and investment manager performance.  
 
On June 30, 2019, the Portfolio’s book value was approximately $2.1 billion. The Portfolio 
consists of three managed portfolios: the liquid portfolio for immediate cash needs, a bond 
proceeds portfolio to meet Measure M2 transportation program needs, and the short-term 
portfolio for future budgeted expenditures. External investment managers administer the 
short-term portfolio, and OCTA’s Treasurer manages the liquid assets portfolio. OCTA also 
has investments in debt service reserve funds for various outstanding debt obligations. 
OCTA’s Accounting Department (Accounting) is responsible for recording all debt and 
investment transactions and for reconciling all bank and custodial accounts monthly. 
 
Investment Policy 

 
The Investment Policy (Policy) sets forth guidelines for all OCTA investments to ensure 
conformance with the California Government Code (CGC). The Policy outlines permitted 
investments as well as diversification guidelines. The diversification limits ensure the 
portfolio is not unduly concentrated in securities of one type, industry, or entity, thereby 
assuring adequate portfolio liquidity should one sector or company experience difficulties. 
 
OCTA has provided the investment managers with a copy of the Policy and requires 
investment managers to invest their portfolios in accordance with the provisions of the 
Policy.  
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Objectives, Scope, and Methodology 
 
The primary objective was to determine if OCTA complied with its debt, investment, and 
reporting policies and procedures.   
 
Audit objectives included determining if: 
 

• Internal controls over OCTA’s investment activities were adequately designed; 

• OCTA was in compliance with the CGC; 

• Investment transactions were adequately supported; and 

• OCTA was in compliance with investment requirements of debt issuances. 
 
According to Generally Accepted Government Auditing Standards (GAGAS), internal 
control is the system of processes that an entity's oversight body, management, and other 
personnel implement to provide reasonable assurance that the organization will achieve 
its operational, reporting, and compliance objectives. The five components are control 
environment, risk assessment, control activities, information and communication, and 
monitoring.1 The components and principles that were evaluated as part of this audit are: 
 

• Control Environment 
o OCTA demonstrates a commitment to integrity and ethical values. 
o Management establishes, with Board of Director (Board) oversight, structures, 

reporting lines, and appropriate authorities and responsibilities in the pursuit of 
objectives. 

o OCTA demonstrates a commitment to attract, develop, and retain competent 
individuals in alignment with objectives. 

• Risk Assessment 
o OCTA specifies objectives with sufficient clarity to enable the identification and 

assessment of risks relating to objectives. 
o OCTA identifies and assesses changes that could significantly impact the system 

of internal control. 

• Control Activities 
o OCTA selects and develops control activities that contribute to the mitigation of 

risks to the achievement of objectives to acceptable levels. 
o OCTA selects and develops general control activities over technology to support 

the achievement of objectives. 

• Information and Communication 
o OCTA obtains, or generates and uses, relevant, quality information to support the 

functioning of internal control. 
 

                                            
1 See U.S. Government Accountability Office publication, "Standards for Internal Control in the Federal 
Government," available at http://www.gao.gov/products/GAO-14-704G, for more information. 

https://nam03.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.gao.gov%2Fproducts%2FGAO-14-704G&data=02%7C01%7Csng%40octa.net%7C1535bbb67a8e41612f5408d70c98881d%7C1e952f6cc8fc4e38b476ab4dd5449420%7C0%7C0%7C636991721609626664&sdata=yMreKhjJazLEwAysdRIR4Mko1O9LdE4tTnOaiTatzSA%3D&reserved=0
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• Monitoring 
o OCTA evaluates and communicates internal control deficiencies in a timely 

manner to those parties responsible for taking corrective action, including senior 
management and the Board, as appropriate.  

 
The scope included investment transactions and investment-related controls for the 
period January 1 through June 30, 2019. OCTA’s independent auditor, Crowe, LLP 
(Crowe), will perform agreed-upon procedures with respect to the Treasury function for 
the year ended June 30, 2019.  Internal Audit limited the scope of this audit to procedures 
that will not be performed by Crowe during the course of their agreed-upon procedures. 
 
The methodology consisted of obtaining the most current Policy and Debt and Investment 
Management Manual, reviewing any personnel changes and corresponding updates to 
bank authorization signature cards, reviewing a judgmental sample of daily cash 
worksheets prepared by Accounting and Treasury staff, testing a judgmental sample of 
investments for compliance with the Policy, tracing a haphazard sample of investments 
from the bank statements to Clearwater, testing a judgmental sample of wire transfers for 
accuracy and proper authorization, and verifying the accuracy of the quarterly investment 
and debts reports provided to OCTA’s Board. For daily cash report testing, repo-sweep 
testing, and wire transfer testing, Internal Audit judgmentally selected one transaction per 
month during the scope period. For Treasury software and computer data testing, Internal 
Audit haphazardly selected five securities per investment manager per quarter, resulting 
in a sample of 40 securities, and traced the securities from the statements to the 
Clearwater Daily Holding Reports. For quarterly report transaction testing, Internal Audit 
judgmentally selected 40 investments per quarter for coverage over different types of 
securities. Since the samples are non-statistical, any conclusions are limited to the 
sample items tested. The methodology also included Treasury’s monitoring of the 
investment managers’ compliance with the Policy, including obtaining acknowledgement 
of receipt of OCTA’s Policy, and obtaining written descriptions of the compliance and 
control environment of the custodian. 
 
We conducted this performance audit in accordance with GAGAS. Those standards 
require that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our audit objectives. 
We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 
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Audit Comments, Recommendations, and Management Responses 
 

Error in 2019 Second Quarter Investment and Debt Report 
 
The Orange County Investment Pool balance was understated by $70,468, in the Second 
Quarter 2019 Investment and Debt Report. The prior audit also identified an input error in 
the quarterly reports and recommended management implement monitoring controls.  
 
Recommendation:  
 
Internal Audit recommends Treasury implement and document a more robust secondary 
review to ensure the accuracy of investment information presented to the Board. 
 

Management Response:  
 
Management agrees with the recommendation and has already implemented the use of 

a more robust review process by utilizing a checklist that validates each data input and is 

signed by the reviewing manager to ensure the integrity of the data for the Monthly and 

Quarterly Investment and Debt Reports. This process was used for the Third Quarter 

Investment and Debt Report that was brought to the Board at the October 28th meeting.   
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Reporting of Investment Compliance  
 
Starting with the Second Quarter 2019 Investment and Debt Report, management 
changed the format of the investment policy compliance schedule. As a result, the 
schedule no longer reflects compliance monitoring of cash equivalent investments, 
including repurchase agreements.  
 
Also, while bond proceeds are not subject to diversification and maturity limits of the 
Policy, these investments are subject to requirements of their respective indentures. The 
indenture requirements are not currently reflected in the investment compliance schedule. 
Debt reserve funds are also not subject to investment policy compliance monitoring in the 
schedule; however, these funds are not expressly exempted in the Policy. 
 
Recommendation:  
 
Internal Audit recommends that management revise the Policy compliance schedule to 
evaluate all applicable investments in accordance with the Policy. Also, if management 
intends to exempt debt reserve funds from diversification and maturity limits of the Policy, 
the Policy should be updated accordingly. Finally, the schedule should include information 
on indenture requirements and determination of compliance.  
 
Management Response:  
 
Management agrees with the recommendation and had already made a change to include 

cash equivalents within the investment policy compliance schedule.  This change was 

reflected in the Third Quarter Investment and Debt Report that was brought to the Board 

at the October 28th meeting.   

Management agrees that additional clarification is required to expressly exempt debt 

service reserve funds from the Policy.  The investment of bond proceeds and debt service 

reserve funds held by trustees are governed by provisions of their respective bond 

indentures and, therefore, should be exempt from the Policy. During the most recent 

annual review of the Policy in May 2019, staff did seek and receive approval from the 

Board to exempt the investments of bond proceeds from the Policy, and the intent was to 

also exempt debt service reserve funds. The updated policy, dated June 10, 2019, 

included language noting that “Bond proceeds shall be invested in the securities permitted 

by the applicable bond documents.”  Staff will update the language within the Policy to 

expressly exempt debt service reserve funds during the next update cycle.  

Finally, management will include information detailing indenture requirements and 

compliance going forward.   
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To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
 Janet Sutter, Executive Director 
 Internal Audit Department 
 
Subject: Oversight Controls and Contract Compliance Related to the 

Orange Transportation Center Parking Structure Project 
 
 
Overview 
 
The Internal Audit Department has completed an audit of oversight controls and 
contract compliance related to the Orange Transportation Center Parking 
Structure Project. Based on the audit, procurements were handled in 
accordance with policies and procedures, status monitoring and reporting 
controls are operating, and consultants are providing services in accordance 
with their contracts. However, the Internal Audit Department recommends 
improvements to contract language addressing force account payments, 
preparation of independent cost estimates, and construction management 
consultant oversight of change orders. The Internal Audit Department is also 
making recommendations related to adequate labor timekeeping systems for 
consultants, as well as procedures to ensure compliance with requirements for 
federally-funded assets. 
 
Recommendation 
 
Direct staff to implement three recommendations provided in Oversight Controls 
and Contract Compliance Related to the Orange Transportation Center Parking 
Structure Project, Internal Audit Report No. 19-508. 
 
Background 
 
The Orange Transportation Center Parking Structure Project is a shared-use 
parking structure located at Lemon Street and Maple Avenue. There are 608 
parking stalls, of which 500 stalls are intended for transit use and the remaining 
108 stalls are intended for the City of Orange's general use. The current baseline 
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estimate for the project is $33,175,000 and includes the transit and non-transit 
portions. The project is funded through a mix of local, state, and federal funds. 
 
The Orange County Transportation Authority (OCTA) entered into a 
time-and-expense contract with Hill International, Inc., for construction 
management (CM) services with a maximum cumulative payment 
obligation (maximum) of $2,126,779. The maximum had increased to $2,745,380, 
and the term extended to June 30, 2019, by Amendment No. 7. OCTA entered 
into a contract with Bomel Construction Company, Inc., for construction of the 
project with a maximum of $18,414,300. Contract Change Order (CCO) No. 001 
allowed work to proceed on contaminated soil and railroad ties at force account 
for a not-to-exceed (NTE) amount of $200,000, CCO No. 001.1 was then issued 
with an NTE of $863,000, and CCO 001.2 was finally issued at $172,640.54, to 
capture all remaining work, costs, and schedule adjustments. CCO, No. 002 
through No. 008 were all executed at lump sum amounts totaling $779,883.59. 
 
Discussion 
 
Internal Audit identified areas for improvement related to CCO’s. Internal Audit 
recommended that independent cost estimates for CCO’s be prepared prior to 
receipt of contractors’ pricing information and that CM’s retain documentation 
evidencing scrutiny of force accounts costs. Internal Audit also recommended, 
for future contracts, that contract language outlining labor costs paid on force 
accounts be clarified and enforced. Management responded that it would add 
requirements related to independent cost estimates to its procedure manual, 
remind CM’s to retain appropriate documentation to support force account costs, 
and provide clarity to contract provisions. 
 
A sub-consultant to the CM does not utilize an adequate labor timekeeping 
system; discrepancies were identified in the employee timesheets and job 
timesheets that accompanied labor billings. Internal Audit recommended that 
prime and sub-consultants be required to have an adequate labor timekeeping 
system. Internal Audit also recommended that management remind consultants 
of the need to request amendments to add staff, labor rates, and other direct 
costs in a timely fashion. Management agreed to add the requirement for use of 
an adequate labor timekeeping system to future requests for proposals. 
Management also agreed to emphasize the need for timely submission of 
requests for amendment. 
 
Finally, Internal Audit identified a need for procedures to address ongoing 
monitoring of federally-funded assets. Internal Audit recommended that 
management develop written procedures, including development and 
enforcement of operations and maintenance agreements with agencies that take 
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possession of such assets. Management responded that it is coordinating across 
all divisions to develop procedures that ensure adequate monitoring and ongoing 
oversight of federal facilities that are owned and maintained by an OCTA 
subrecipient. 
 
Summary 
 
Internal Audit made three recommendations for improvements related to CCO’s, 
labor timekeeping systems, and ongoing monitoring of federally-funded assets. 
 
Attachment 
 
A. Oversight Controls and Contract Compliance Related to the Orange 

Transportation Center Parking Structure Project, Internal Audit 
Report No. 19-508 
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Conclusion 
 
The Internal Audit Department (Internal Audit) of the Orange County Transportation 
Authority (OCTA) has completed an audit of oversight controls and contract compliance 
related to the Orange Transportation Center Parking Structure Project. Based on the 
audit, procurements were handled in accordance with policies and procedures, status 
monitoring and reporting controls are operating, and consultants are providing services 
in accordance with their contracts. However, Internal Audit recommends improvements 
to contract language addressing force account payments, preparation of independent 
cost estimates, and construction management consultant oversight of change orders. 
Internal Audit also recommends that prime and sub-consultants be required to have an 
adequate labor timekeeping system. Finally, Internal Audit recommends that 
management develop and implement procedures that outline responsibilities and provide 
guidelines to ensure compliance with requirements for federally-funded assets.  
 

Background 
 
Orange Transportation Center Parking Structure Project (Project) 
 
The Project is a shared-use parking structure located at Lemon Street and Maple Avenue. 
The parking structure includes 608 parking stalls, of which 500 stalls, or 82 percent, are 
intended for transit use. The remaining 108 stalls, or 18 percent, are intended for the City 
of Orange's (City) general use. The City was the lead on the environmental, design, and 
right-of-way phases of the Project, and OCTA is the lead on the construction phase. The 
City pays its fair share of 18 percent of the construction costs of the Project. The City also 
pays 100 percent for City betterments. The current baseline estimate for the Project is 
$33,175,000, and includes the transit and non-transit portions. OCTA is responsible for 
73 percent of the design costs and 82 percent of the construction costs. The Project is 
funded through State Transportation Improvement Program funds, Federal Congestion 
Mitigation and Air Quality Improvement funds, proceeds from the sale of the Santa Ana 
Transit Terminal, Measure M2, and City local funds. 
 
Contracts 
 
The City was initially intended to be the lead on the construction phase. Under 
Cooperative Agreement No. C-6-1004, OCTA assumed the lead for the construction 
phase and agreed to 82 percent participation of the construction costs up to $21,553,000. 

 
Effective June 13, 2017, OCTA entered into Agreement No. C-6-1024 with Hill 
International, Inc. (Hill) for construction management (CM) services for the project. The 
contract is a time-and-expense contract with a maximum cumulative payment obligation 
(maximum) originally set at $2,126,779. The maximum had increased to $2,745,380, and 
the term extended to June 30, 2019, by Amendment No. 7. Named sub-consultants 
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included AESCO, Inc. (AESCO), DSEArchitecture, LSA Associates, Inc., Coast 
Surveying, Inc., ATS Consulting, and Kroner Environmental Services, Inc.  
 
Effective July 14, 2017, OCTA entered into Agreement No. C-7-1737 with Bomel 
Construction Company, Inc. (Bomel) for construction of the Project. The contract 
maximum was established at $18,414,300. Contract Change Order (CCO) No. 001 
allowed work to proceed on contaminated soil and railroad ties at force account for a 
not-to-exceed (NTE) amount of $200,000, with a note that the change order will be part 
of a larger change order, CCO 001.01, that captures all work. CCO No. 001.1 then was 
issued with an NTE of $863,000, and finally CCO 001.2 was issued at $172,640.54, to 
capture all remaining work, direct costs, extended field and home overhead costs, and 
schedule adjustments. CCO Nos. 002, 003, 004, 005, 006, 007, and 008 were all 
executed at lump sum amounts of $61,381.44, $18,882.00, $127,575.00, $97,754.00, 
$191,295.00, $87,756.15, and $195,240, respectively. 
 
Project Status Controls 
 
During the design phase, which was led by the City, the Project Manager (PM) attended 
periodic meetings. During the construction phase, weekly construction meetings were 
held on site and attended by Bomel, Hill, City representatives, and OCTA representatives, 
including the PM and Public Outreach staff. Minutes for the weekly construction meetings 
were prepared and filed in the project files. 

 
Hill, as the CM, submitted daily reports, weekly reports, and monthly progress reports to 
the PM. The reports identify percentage completion, number of requests for information, 
and overall status of construction. During construction, the PM communicated with Hill on 
a daily basis. 

 
Invoice Review  
 
For the Hill invoices, the PM reviewed the hours billed and compared the billed hours to 
what she saw on-site. The PM relied on the project management consultant to review the 
rates and reconcile the hours billed to timesheets. 
 
Hill prepared the construction Application and Certificate for Payment, after reaching an 
agreement with Bomel. The signed Application and Certificate for Payment was then 
submitted to the PM, who checked the completion status and made inquiries of Hill as 
needed to confirm status. The PM then relied on the project management consultant to 
review the values and mathematical accuracy of the signed Application and Certificate 
for Payment. 
 
Invoices were reviewed and signed by the PM or the Division Director, based on payment 
authorization level. Accounts Payable reviewed invoices for proper signature authority 
prior to processing payment. 
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Objectives, Scope, and Methodology 
 
The objectives were to evaluate the procurements, amendments, and change orders for 
compliance with policies and procedures and/or contract terms, assess project 
administration and oversight controls, and evaluate contract compliance. 
 
According to generally accepted government auditing standards, internal control is the 
system of processes that an entity's oversight body, management, and other personnel 
implement to provide reasonable assurance that the organization will achieve its 
operational, reporting, and compliance objectives. The five components are control 
environment, risk assessment, control activities, information and communication, and 
monitoring.1  
 
The methodology consisted of testing compliance with selected procurement policies and 
procedures including vendor protest policies, testing amendments and change orders for 
compliance with contract terms and policies and procedures, testing for evidence of 
weekly construction meetings and project status reporting to the Board of Directors, and 
testing invoices for compliance with policies and contract terms. 
 
The scope is limited to the Project and the related OCTA contracts. The scope excludes 
the design, environmental, and right-of-way phases, as these phases were led by the 
City. 
 
The scope included all weekly construction meetings, all amendments and CCO’s, and 
all invoices paid through May 2019. The scope also included Measure M2 progress 
reports beginning with the quarter ending December 2015, and the Capital Action Plan 
Performance Metrics reports beginning the first quarter of fiscal year 2015-16. The scope 
included certain project controls, which were selected with a bias toward those that are 
significant to the Project. Since the sample is non-statistical, any conclusions are limited 
to the sample items tested.  
 
We conducted this performance audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 

                                            
1 See U.S. Government Accountability Office publication, "Standards for Internal Control in the Federal 
Government," available at http://www.gao.gov/products/GAO-14-704G, for more information. 

https://nam03.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.gao.gov%2Fproducts%2FGAO-14-704G&data=02%7C01%7Csng%40octa.net%7C1535bbb67a8e41612f5408d70c98881d%7C1e952f6cc8fc4e38b476ab4dd5449420%7C0%7C0%7C636991721609626664&sdata=yMreKhjJazLEwAysdRIR4Mko1O9LdE4tTnOaiTatzSA%3D&reserved=0
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Audit Comments, Recommendations, and Management Responses 
 

Cost Estimates and CM Oversight 

 
Cost estimates for CCO work were not prepared independent of the contractor’s price 
proposals. Policy requires cost estimates be prepared by the PM and/or CM prior to 
receipt of the construction contractor’s price proposals; however, for several of the CCO’s, 
the cost estimates were prepared after receipt of contractor proposals.  
 
The CM is responsible for reviewing CCO documentation on OCTA’s behalf; however, 
Internal Audit identified opportunities for improvement in the CM’s process. The CCO files 
did not include documentation to support all force account costs paid to the construction 
contractor; specifically, labor rate calculations, reconciliation of subcontractor labor hours, 
and a few extra work tickets. This documentation should be validated by the CM and 
retained in the files. 
 
Upon request, the CM provided force account labor rate calculations; however, the 
calculations were inconsistent with contract language. The contract provides that labor 
be compensated at actual wages paid plus 20 percent, and allows a 17 percent labor 
surcharge as compensation for payments imposed by state and federal laws. The actual 
labor rates calculated and charged by the contractors included the basic wage rate, fringe 
benefits, and payroll insurance and taxes, with the 20 percent markup and 17 percent 
labor surcharge. While it is unclear if fringe benefits are considered actual wages paid 
and therefore allowable, the contractor’s inclusion of payroll insurance and tax costs is 
clearly unreasonable, as the 17 percent labor surcharge covers these costs. Finally, 
credits from the contractor for work not performed as a result of CCO’s, did not include 
the standard markups applied to labor and equipment. Also, credits provided reflected 
equipment rental rates that were lower than the rates charged for equipment under force 
account. There is no evidence that the CM reviewed the labor rate calculations against 
the contract or questioned the pricing on the credits; while these amounts do not represent 
a high percentage of the CCO cost, the CM should be reviewing all cost elements for 
reasonableness and accuracy. 
 
Recommendation 1:  
 
Internal Audit recommends that independent cost estimates be prepared prior to receipt 
of price and cost information from contractors. Internal Audit also recommends that 
project management instruct CM’s to retain documentation evidencing scrutiny of force 
account costs, including credits. For future contracts, Internal Audit recommends contract 
language outlining labor costs paid on force account be clarified and enforced, with 
consideration for treatment of payroll insurance and taxes.  
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Management Response (Capital Programs):  
 
Management agrees with the recommendation. An independent cost estimate (ICE) 
should be prepared to support proposed CCO’s. The extent of the ICE will be based on 
the circumstance of the change. A fully detailed ICE will then be used by the CM and PM 
to reconcile and determine the adequacy of any costs provided by the contractor. The CM 
will be required to document justification or source for individual line items in the ICE. For 
example, cost of individual items in the ICE may have come from previous CCO’s, the 
projects schedule of values, California Department of Transportation standard rates, or 
the construction managers’ own research. This requirement will be added to the Rail 
Programs Construction Management Procedures Manual. Construction managers will 
also be reminded to assure that appropriate documentation is retained to support force 
account costs paid to, or credits taken from, the contractor. 
 
Management Response (Finance and Administration):  
 
The General Provisions section incorporated as a part of the scope of work for the 
construction contracts, under “Extra Work and Changes” – states that no more than 
17 percent may be added as surcharge to the actual wages. The 17 percent is to 
constitute full compensation for all other payments, including payments imposed by State 
and Federal laws. Contracts Administration and Materials Management Department 
(CAMM) will work with legal counsel on language on how to treat payroll insurance and 
taxes for force account labor and to provide clarity to the contract provisions. 
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Invoice Support 

 
Testing of CM consultant invoices identified the following: 
 

• One sub-consultant, AESCO, does not utilize an adequate labor timekeeping system. 
Discrepancies were identified between hours recorded on employee timesheets and 
hours reflected on individual job timesheets that accompanied labor billings.  
 

• Several invoices included overtime and double-time rates, and some other direct costs 
(ODC), that are not part of the contract.  
 

• Several invoices included one or more staff and/or ODC’s that were not part of the 
contract as of the invoice period. The costs were incurred prior to the effective date of 
the amendment that eventually added the staff and ODC’s. 

 
Recommendation 2:  
 
Internal Audit recommends that prime and sub-consultants be required to have an 
adequate labor timekeeping system. 
 
Management should remind consultants of the need to request amendments to add staff, 
labor rates, and ODC’s in a timely fashion. 
 
Management Response (Capital Programs): 

 
Management agrees with the recommendation. Capital Programs will work with CAMM 
to include language be included in the Personnel Qualifications and Responsibilities 
section of future Request for Proposals to require both prime contractors and 
subconsultants to have an adequate labor timekeeping system.  
 
A tracking tool is used to monitor use of classifications with respect to name, time, and 
salary escalation limits. All time and expense contracts which include classification rate 
schedules now have a tracking spreadsheet inserted into the Project Controls accounts 
payable tracking file. 
 
Management Response (Finance and Administration):  

 
Through the kick-off meetings and after contract execution and on-going meetings with 
the PM’s, CAMM staff will continue to emphasize the need for timely submission of 
requests for amendments to any staff/scope or changes to ODC’s. The recently 
conducted Procurement 102 module on Amendments (August 14, 2019) also addressed 
the significance of submitting information in a timely manner to process amendments. 
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Procedures for Ongoing Monitoring of Federally-Funded Assets 

 
At the time of the audit, roles and responsibilities, procedures, and contract templates 
had not yet been developed to address requirements triggered by the use of federal funds 
on the Project, including requirements for ongoing maintenance, property management, 
asset management, Title VI, and civil rights requirements.   
 
Recommendation 3:  
 
Internal Audit recommends management develop and implement written procedures to 
outline roles and responsibilities of staff tasked with implementing operations and 
maintenance agreements, and performing ongoing oversight of agencies taking 
possession of assets built with federal funds. 

 
Management Response (External Affairs): 
 
Management agrees with the recommendation and is coordinating across all divisions 
within the agency to develop procedures that ensure adequate monitoring and oversight 
of federal facilities that are owned and maintained by an OCTA subrecipient. 
 
 



 

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

November 13, 2019 
 
 
To: Finance and Administration Committee    
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: 91 Express Lanes Update for the Period Ending  

September 30, 2019 
 
Overview 
 
The Orange County Transportation Authority has owned and managed the 
operations of the 91 Express Lanes since January 2003.  Since that time, traffic 
volumes and toll revenues have fluctuated with the changes in the economy and 
the additional capacity added to the State Route 91 corridor.  Over the last 
quarter, there have been approximately 4.6 million trips taken on the 91 Express 
Lanes in Orange County.  This report focuses on the operational and financial 
activities for the period ending September 30, 2019. 
 
Recommendation 
 
Receive and file as an information item. 
 
Background 
 
Since January 2003, the Orange County Transportation Authority (OCTA) has 
owned the 91 Express Lanes (91 EL), which is a two-lane managed-lane facility 
in each direction in the median of the State Route 91 (SR-91) freeway.  Over the 
past 16 years, OCTA has experienced the upticks and downturns of the 
economy and the resulting impacts to the 91 EL.  During OCTA ownership, toll 
rates have been adjusted up and down, additional capacity has been added to 
the general-purpose lanes in the SR-91 corridor through various improvement 
projects, the outstanding debt has been restructured, and an extension of the 
facility was completed by the Riverside County Transportation  
Commission (RCTC).  Traffic volumes and toll revenues are at historic high 
levels. 
 
Discussion 
 
The 91 EL continued to perform well during the period ending  
September 30, 2019.  Traffic volumes, toll revenues, new accounts, transponder 
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distributions, and account balances all increased when compared to the same 
period last year.  The continued growth in the national and local economies, 
along with the opening of the Riverside County extension of the 91 EL by the 
RCTC, continue to fuel the increases in traffic volumes and toll revenues in 
Orange County.   
 
Traffic Volumes 
 
Total traffic volume on the OCTA 91 EL for the month of September 2019, was 
1,477,257.  This represents a daily average of 49,253.  This is a 4.2 percent 
increase in total traffic volume from the same period last year when traffic levels 
totaled 1,417,450.  Carpool percentage for the period ending September was 
25.9 percent.  In looking at the quarter-ending period of September 2019, traffic 
volumes registered 4.6 million, which was an increase of 2.36 percent over the 
same period the prior year.  For the 12-month period ending September 2019, 
traffic volumes reached 17.6 million and increased by 3.6 percent over the same 
period the prior year. 
 
The growth in the last quarter, as well as the past 12 months, in traffic volumes 
can be attributed to two factors.  First, is the opening of the RCTC extension of 
the 91 EL into Riverside County.  Since the extension opened in 2017, traffic 
volumes in the westbound direction of the Orange County segment continue to 
show strong growth.  The second factor is the continued growth in the local 
regional economy.  Unemployment in the region remains low and jobs continue 
to be created in Orange and Riverside Counties. 
 
Gross Potential Toll Revenues 
 
Gross potential toll revenue (GPTR) for the month of September 2019 was 
$4,440,347, which represents an increase of 6.5 percent from the prior year’s 
total of $4,169,154.  GPTR is equal to the toll rate times the number vehicles 
traveling on the 91 EL (the amount does not consider violations or discounts).  
In looking at the previous 12 months, GPTR totaled $52.2 million and increased 
by 3.4 percent over the same period the prior year. 
 
Toll Adjustments 
 
The Board of Directors (Board)-adopted Toll Policy requires staff to review traffic 
volumes on the Orange County segment of the 91 EL for potential toll 
adjustments on a quarterly basis.  The most recent toll adjustment occurred on 
July 1, 2019, whereby four shoulder hours incurred a toll increase and one peak 
period hour experienced a toll decrease.  For the increases, toll rates changed 
by $0.75 and for the hour that was reduced, the rate declined by $0.50. 
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In addition to the volume-based adjustments, the Toll Policy requires an annual 
toll adjustment for inflation every July 1st.  On July 1, 2019, all non-super peak 
and super peak tolls which had not been adjusted in the previous 12 months 
were adjusted by an inflation factor of two percent, rounded up or down to the 
nearest 5-cent increment.  As of the end of September 2019, toll rates ranged 
from a minimum of $1.70 to a maximum of $9.15.  The next scheduled toll 
adjustment will occur on October 1, 2019. 
 
Number of Accounts and Transponders 
 
The number of active accounts totaled 149,806, and 228,436 transponders were 
assigned to those accounts as of September 30, 2019.  Over the past 12 months, 
the number of accounts has increased by 6,505, and the number of transponders 
in circulation has increased by 10,300. 
 
Outstanding Debt 
 
During the month of August 2019, a debt service payment for principal was made 
to toll road investors in the amount of $6.1 million.  As of September 30, 2019, 
the outstanding amount of the 91 EL tax-exempt 2013 Senior Lien Toll Road 
Revenue Refunding Bonds (Bonds) totaled $91.7 million.  The Bonds are rated 
“AA-“ by Standard and Poor’s, “A1” by Moody’s, and “A+” by Fitch Ratings.  The 
next scheduled debt service payment is on February 15, 2020.  There are 
currently no plans to issue additional debt secured by 91 EL toll revenues.  
 
Reserve Funds  
 
The bond indenture for the 2013 Bonds requires three reserve funds: a major 
maintenance fund, an operating fund, and a debt service reserve fund.  All three 
reserve funds are fully funded with a total balance of $24.8 million as of  
September 30, 2019. 
 
In addition to the required debt reserve funds, OCTA’s Board elected to establish 
two additional reserve funds.  An internal capital projects fund has a balance of 
$25.6 million and is used for large capital projects for the 91 EL.  In the past, 
these funds were used for the 91 EL Pavement Rehabilitation Project.  The other 
reserve fund was established in 2017 for two future Measure M2 projects in the 
SR-91 corridor.  The balance in that reserve fund is $56.2 million.  Lastly, OCTA 
has approximately $96.7 million set aside in excess toll revenues for various 
other SR-91 corridor projects.  
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Recent Activities 
 
Last year, OCTA entered into an agreement with Kapsch  
TrafficCom USA, Inc. (Kapsch), to provide toll lane system integrator services 
for the design, installation, operations, and maintenance of the electronic toll and 
traffic management system for the 91 Express Lanes.  This lane system is able 
to read the 6C protocol transponders, as well as the previous Title 21 protocol 
transponders.  OCTA completed installation of the lane system on the 
westbound gantries during a 55-hour closure on the weekend of August 23rd.  
The eastbound lane system installation was completed during the weekend of 
October 4th, which was subsequent to the ending of the September 2019 
reporting period. 
 
Upcoming Events 
 
Over the next few months, several events will be transpiring related to the 91 EL.  
In November 2019, staff will request that the Board select a provider for the  
back-office system/customer service center operations.  The staff 
recommendation for the selected provider will also go to the RCTC Board for 
approval in November 2019.  If approved by both Boards, OCTA, RCTC, and the 
selected provider will enter into a three-party agreement to provide operating 
services for the 91 EL in Orange and Riverside Counties. 
 
With the completion of the Kapsch toll lane system upgrade in Orange and 
Riverside Counties, the back-office system will be modified in order to process 
the new 6C transponders and changes to the Board-approved customer account 
plans.  Distribution of the new 6C transponders to customers will begin after the 
back-office system changes have been made, which is expected in  
December 2019.  OCTA and RCTC have prepared a series of customer 
communications to be provided to customers to facilitate the transition to the new 
6C transponders and changes to the account plans. 
 
Summary 
 
During the period ending September 30, 2019, the 91 Express Lanes continued 
to perform well and exceeded expectations.  This report provides a summary of 
key operational and financial activities. 
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OPERATIONS OVERVIEW OCTA  
TRAFFIC AND REVENUE STATISTICS FOR OCTA 

Total traffic volume on the OCTA 91 Express Lanes for September 2019 was 1,477,581. 

This represents a daily average of 49,253. This is a 4.2% increase in total traffic volume 

from the same period last year, which totaled 1,417,450. Potential toll revenue for the month 

was $4,440,347, which represents an increase of 6.5% from the prior year’s total of 

$4,169,154. Carpool percentage for the month was 25.86% as compared to the previous 

year’s rate of 25.97%.   

Month-to-date traffic and revenue data are summarized in the table below. The following 

trip and revenue statistics tables represent all trips taken on the OCTA 91 Express Lanes 

and associated potential revenue for the month of September 2019. 

 

Current Month-to-Date (MTD) as of September 30, 2019 

 

 

 

 

  

Trips

Sep-19               

MTD               

Actual

Stantec                

MTD                  

Projected

#

Variance

%

Variance

Sep-18                

MTD               

Actual

Yr-to-Yr                  

%             

Variance

Full Toll Lanes 1,095,487 1,092,774 2,713 0.2% 1,049,290 4.4%

3+ Lanes 382,094 296,879 85,215 28.7% 368,160 3.8%

Total Gross Trips 1,477,581 1,389,653 87,928 6.3% 1,417,450 4.2%

Revenue

Full Toll Lanes $4,373,645 $4,572,414 ($198,769) (4.3%) $4,104,552 6.6%

3+ Lanes $66,703 $83,394 ($16,691) (20.0%) $64,603 3.3%

Total Gross Revenue $4,440,347 $4,655,808 ($215,460) (4.6%) $4,169,154 6.5%

Average Revenue per Trip

Average Full Toll Lanes $3.99 $4.18 ($0.19) (4.5%) $3.91 2.0%

Average 3+ Lanes $0.17 $0.28 ($0.11) (39.3%) $0.18 (5.6%)

Average Gross Revenue $3.01 $3.35 ($0.34) (10.1%) $2.94 2.4%
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The 2020 fiscal year-to-date traffic volume increased by 2.3% and potential toll revenue 

increased by 2.9%, when compared with the same period last year. Year-to-date average 

revenue per-trip is $2.97. 

Fiscal year-to-date traffic and revenue data are summarized in the table below.  The 

following trip and revenue statistics tables represent all trips taken on the OCTA 91 Express 

Lanes and associated potential revenue for the months of July 2019 through September 

2019. 

 

FY 2019-20 Year to Date as of September 30, 2019 

 

 

 

 

 

 

 

 

  

Trips

FY 2019-20                  

YTD                   

Actual

Stantec                

YTD                  

Projected

#

Variance

%

Variance

FY 2018-19                     

YTD                   

Actual

Yr-to-Yr                  

%             

Variance

Full Toll Lanes 3,332,174 3,315,930 16,244 0.5% 3,280,307 1.6%

3+ Lanes 1,237,000 1,040,432 196,568 18.9% 1,187,420 4.2%

Total Gross Trips 4,569,174 4,356,362 212,812 4.9% 4,467,727 2.3%

Revenue

Full Toll Lanes $13,331,495 $13,828,769 ($497,274) (3.6%) $12,944,382 3.0%

3+ Lanes $218,945 $252,085 ($33,140) (13.1%) $228,306 (4.1%)

Total Gross Revenue $13,550,440 $14,080,854 ($530,414) (3.8%) $13,172,688 2.9%

Average Revenue per Trip

Average Full Toll Lanes $4.00 $4.17 ($0.17) (4.1%) $3.95 1.3%

Average 3+ Lanes $0.18 $0.24 ($0.06) (25.0%) $0.19 (5.3%)

Average Gross Revenue $2.97 $3.23 ($0.26) (8.0%) $2.95 0.7%
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OCTA Traffic and Revenue Summary 

The chart below reflects the total trips breakdown between Full Toll trips and HOV3+ trips 

for FY 2019-20 on a monthly basis. 

 

 

The chart below reflects the gross potential revenue breakdown between Full Toll trips and 

HOV3+ trips for FY 2019-20 on a monthly basis. 
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Peak traffic hour in the eastbound direction reached or exceeded 90% or more of defined 

capacity 17 times during the month of September 2019 (highlighted in yellow). As 

demonstrated on the next chart, westbound peak hour traffic volumes top out at 81% of 

defined capacity. 

OCTA EASTBOUND PEAK-HOUR VOLUMES 
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OCTA WESTBOUND PEAK-HOUR VOLUMES 

 

 

 

 

 AM Time Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap.

0400 - 0500 $1.70 48 110 3% $3.05 825 2,582 76% $3.05 903 2,650 78% $3.05 879 2,633 77% $3.05 741 2,099 62%

0500 - 0600 $1.70 77 217 6% $4.95 946 2,671 79% $4.95 942 2,490 73% $4.95 861 2,375 70% $4.70 836 2,459 72%

0600 - 0700 $2.50 63 200 6% $5.15 610 2,059 61% $5.15 657 2,178 64% $5.15 715 2,219 65% $4.95 674 2,245 66%

0700 - 0800 $2.50 150 353 10% $5.65 514 2,237 66% $5.65 461 2,149 63% $5.65 505 2,292 67% $5.50 444 2,061 61%

0800 - 0900 $2.50 239 638 19% $5.15 323 2,244 66% $5.15 314 2,269 67% $5.15 345 2,226 65% $4.95 293 1,996 59%

0900 - 1000 $3.70 449 1,008 30% $4.10 314 2,292 67% $4.10 285 2,312 68% $4.10 294 2,118 62% $4.10 305 1,848 54%

 AM Time Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap.

0400 - 0500 $3.05 875 2,669 79% $3.05 831 2,581 76% $3.05 871 2,531 74% $3.05 881 2,543 75% $3.05 761 2,094 62%

0500 - 0600 $4.95 934 2,547 75% $4.95 1002 2,766 81% $4.95 975 2,613 77% $4.95 948 2,589 76% $4.70 845 2,453 72%

0600 - 0700 $5.15 651 2,129 63% $5.15 595 2,022 59% $5.15 676 2,238 66% $5.15 699 2,295 68% $4.95 633 2,196 65%

0700 - 0800 $5.65 487 2,283 67% $5.65 508 2,216 65% $5.65 499 2,176 64% $5.65 506 2,279 67% $5.50 457 1,974 58%

0800 - 0900 $5.15 295 2,120 62% $5.15 311 2,067 61% $5.15 333 2,226 65% $5.15 313 2,319 68% $4.95 325 1,948 57%

0900 - 1000 $4.10 293 2,130 63% $4.10 282 2,159 64% $4.10 285 2,162 64% $4.10 305 2,212 65% $4.10 262 1,752 52%

 AM Time Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap.

0400 - 0500 $3.05 863 2,649 78% $3.05 849 2,579 76% $3.05 927 2,690 79% $3.05 850 2,532 74% $3.05 734 2,052 60%

0500 - 0600 $4.95 923 2,511 74% $4.95 1034 2,723 80% $4.95 914 2,478 73% $4.95 934 2,466 73% $4.70 887 2,507 74%

0600 - 0700 $5.15 666 2,172 64% $5.15 624 2,054 60% $5.15 674 2,129 63% $5.15 665 2,226 65% $4.95 653 2,259 66%

0700 - 0800 $5.65 476 2,230 66% $5.65 482 2,262 67% $5.65 534 2,342 69% $5.65 494 2,283 67% $5.50 427 1,963 58%

0800 - 0900 $5.15 281 2,056 60% $5.15 336 2,291 67% $5.15 305 2,283 67% $5.15 328 2,229 66% $4.95 292 1,915 56%

0900 - 1000 $4.10 278 2,016 59% $4.10 289 2,285 67% $4.10 276 2,208 65% $4.10 310 2,230 66% $4.10 291 1,870 55%

 AM Time Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap.

0400 - 0500 $3.05 870 2,637 78% $3.05 797 2,689 79% $3.05 837 2,639 78% $3.05 881 2,606 77% $3.05 749 2,148 63%

0500 - 0600 $4.95 747 2,274 67% $4.95 932 2,712 80% $4.95 816 2,492 73% $4.95 884 2,554 75% $4.70 759 2,303 68%

0600 - 0700 $5.15 541 1,984 58% $5.15 627 2,063 61% $5.15 633 2,236 66% $5.15 651 2,204 65% $4.95 659 2,323 68%

0700 - 0800 $5.65 460 2,138 63% $5.65 438 2,213 65% $5.65 453 2,211 65% $5.65 477 2,194 65% $5.50 457 2,039 60%

0800 - 0900 $5.15 325 2,142 63% $5.15 284 2,133 63% $5.15 288 2,351 69% $5.15 274 2,242 66% $4.95 292 1,800 53%

0900 - 1000 $4.10 258 2,089 61% $4.10 312 2,337 69% $4.10 256 2,255 66% $4.10 269 2,168 64% $4.10 387 1,785 53%

 AM Time Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap. Price HOV Vol.  Cap.

0400 - 0500 $3.05 877 2,689 79%

0500 - 0600 $4.95 822 2,504 74%

0600 - 0700 $5.15 622 2,071 61%

0700 - 0800 $5.65 415 2,038 60%

0800 - 0900 $5.15 270 2,047 60%

0900 - 1000 $4.10 307 2,049 60%

Thursday 10/03/19 Friday 10/04/19

Thursday 09/26/19 Friday 09/27/19

Monday 09/30/19 Tuesday 10/01/19 Wednesday 10/02/19

Thursday 09/19/19 Friday 09/20/19

Monday 09/23/19 Tuesday 09/24/19 Wednesday 09/25/19

Thursday 09/12/19 Friday 09/13/19

Monday 09/16/19 Tuesday 09/17/19 Wednesday 09/18/19

Thursday 09/05/19 Friday 09/06/19

Monday    09/09/19 Tuesday 09/10/19 Wednesday 09/11/19

Monday 09/02/19 Tuesday 09/03/19 Wednesday 09/04/19
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OCTA OPERATIONAL HIGHLIGHTS 

On-road Operations 

OCTA Customer Assistance Specialists (CAS) responded to 91 calls during the month of 

September. Of those calls, 77 were to assist disabled vehicles and 7 calls to remove debris. 

There were 7 accidents in the Express Lanes and 1 of those accidents originated in the 

SR91 general-purpose lanes that affected the Express Lanes. 

Electronic Toll and Traffic Management System Project Update  

An agreement with Kapsch TrafficCom USA, Inc., (Kapsch) was executed in June 2018 to 

provide toll lane system integrator services for the design, installation, operations, and 

maintenance of the electronic toll and traffic management system for the 91 Express Lanes. 

This new lane system will be able to read the new 6C protocol as well as the current Title 

21 protocol. Following RCTC’s completion of their lane system installation on the 91 

Express Lanes, OCTA completed installation of the lane system on the westbound gantries 

during a 55-hour closure on the weekend of August 23rd. After the close of the month-end 

period, the eastbound lane system installation was completed during the weekend of 

October 4th.  

6C Transition Update 

In addition to the lane system replacement, the back-office system will need to be modified 

in order to process the new transponders and changes to the customer account plans. 

Modification to the back-office system will commence when the lane system installations 

for both OCTA and RCTC have been completed. Distribution of the new 6C transponders 

to customers will begin after the back-office system changes have been made. OCTA and 

RCTC have prepared a series of customer communications to be provided to customers to 

facilitate the transition to the new protocol and changes to the account plans. 

Amendment to the Three-Party Operating Agreement 

As referenced above, due to the back-office system changes, an amendment to the OCTA, 

RCTC, Cofiroute USA (CUSA) Operating Agreement is required. Staff from both OCTA and 

RCTC have been in negotiations with CUSA for the amendment. It is anticipated there will 

be no change to the maximum obligation of the contract.  The amendment is expected to 

be finalized in the next few months. 
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FINANCIAL HIGHLIGHTS OCTA 

 

Capital Asset Activity 

During the three months ending September 30, 2019, capital asset activities included $5,920 for 

the computer equipment and $97,358 for transponder purchases.     



 

 

          10 
   

OPERATIONS OVERVIEW RCTC  
TRAFFIC AND REVENUE STATISTICS FOR RCTC 

Total traffic volume on the RCTC 91 Express Lanes for September 2019 was 1,300,290. 

This represents a daily average of 43,343. This is a 5.1% increase in total traffic volume 

from the same period last year, which totaled 1,237,747. Potential toll revenue for the month 

was $5,361,366, which represents an increase of 24.5% from the prior year’s total of 

$4,307,975. Carpool percentage for the month was 24.29% as compared to the previous 

year’s rate of 23.83%.   

Month-to-date traffic and revenue data are summarized in the table below. The following 

trip and revenue statistics tables represent all trips taken on the RCTC 91 Express Lanes 

and associated potential revenue for the month of September 2019. 

Current Month-to-Date (MTD) as of September 30, 2019 

 

  

Trips

SEP-19

MTD

Actual

Stantec

MTD

Projected

#

Variance

%

Variance

SEP-18

 MTD

Actual

Yr-to-Yr

  %

Variance

Full Toll Lanes 984,484 976,886 7,598 0.8% 942,845 4.4% 

3+ Lanes 315,806 303,000 12,806 4.2% 294,902 7.1% 

Total Gross Trips 1,300,290 1,279,886 20,404 1.6% 1,237,747 5.1% 

Revenue

Full Toll Lanes $5,326,713 $3,809,843 $1,516,870 39.8% $4,278,176 24.5% 

3+ Lanes $34,653 $0 $34,653 $29,799 16.3% 

Total Gross Revenue $5,361,366 $3,809,843 $1,551,523 40.7% $4,307,975 24.5% 

Average Revenue per Trip

Average Full Toll Lanes $5.41 $3.90 $1.51 38.7% $4.54 19.2% 

Average 3+ Lanes $0.11 $0.00 $0.11 $0.10 10.0% 

Average Gross Revenue $4.12 $2.98 $1.14 38.3% $3.48 18.4% 
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The 2020 fiscal year-to-date (YTD) traffic volume is 3.3% higher when compared with the 

same period last year. The 2020 fiscal year-to-date revenue is 18.4% higher than for the 

same period last year. The traffic and revenue increases are attributed to higher demand 

and increase toll rates to manage the demand. Year-to-date average revenue per-trip is 

$4.05. 

Fiscal year-to-date traffic and revenue data are summarized in the table below. The 

following trip and revenue statistics tables represent all trips taken on the RCTC 91 Express 

Lanes and associated potential revenue for the months of July 2019 through September 

2019.  

 

FY 2019-20 Year to Date as of September 30, 2019 

 

  

Trips

FY 2019-20

YTD

Actual

Stantec

YTD

Projected

#

Variance

%

Variance

FY 2018-19                     

YTD                   

Actual

Yr-to-Yr                  

%             

Variance

Full Toll Lanes 2,985,890 3,012,800 (26,910) (0.9%) 2,944,870 1.4% 

3+ Lanes 1,031,571 976,143 55,428 5.7% 944,106 9.3% 

Total Gross Trips 4,017,461 3,988,943 28,518 0.7% 3,888,976 3.3% 

Revenue

Full Toll Lanes $16,129,189 $11,740,443 $4,388,746 37.4% $13,622,632 18.4% 

3+ Lanes $123,001 $0 $123,001 $107,755 14.1% 

Total Gross Revenue $16,252,190 $11,740,443 $4,511,747 38.4% $13,730,387 18.4% 

Average Revenue per Trip

Average Full Toll Lanes $5.40 $3.90 $1.50 38.5% $4.63 16.6% 

Average 3+ Lanes $0.12 $0.00 $0.12 $0.11 9.1% 

Average Gross Revenue $4.05 $2.94 $1.11 37.8% $3.53 14.7% 
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RCTC Traffic and Revenue Summary 

The chart below reflects the total trips broken down between Full Toll lanes and HOV3+ 

lanes for FY 2019-20 on a monthly basis. 

  

The chart below reflects the gross potential revenue breakdown between Full Toll lanes 

and HOV3+ lanes for FY 2019-20 on a monthly basis. 
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RCTC PEAK-HOUR VOLUMES 

RCTC evaluates traffic volumes for peak period hours where Express Lanes performance 

is degraded quarterly and either increases or decreases tolls.  Hours that are highlighted 

in yellow were flagged for continued evaluation.  The next quarterly adjustment is 

scheduled for January 1, 2020. 

RCTC EASTBOUND PEAK-HOUR VOLUMES 
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RCTC WESTBOUND PEAK-HOUR VOLUMES 
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RCTC OPERATIONAL HIGHLIGHTS 

On-road Operations 

RCTC Freeway Service Patrol (FSP) responded to 85 calls during the month of September. 

Of those calls, 71 were to assist disabled vehicles, 6 were to remove debris, and 8 were in 

response to accidents.  

6C Transponder Technology 

Planning for the transition to the new transponder technology is underway. The lane 

systems have been upgraded. Changes to the back-office system to process the new 

transponders and make changes to the customer account plans are being finalized and will 

be released to the customer along with the new sticker transponders in December of this 

year. A series of customer communications has been developed and will be mailed or 

emailed to customers over a period of several months.  
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FINANCIAL HIGHLIGHTS RCTC 
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JOINT AGENCY TRIP AND REVENUE STATISTICS 

 

 

JOINT AGENCY TRAFFIC STATISTICS  

 

  

MULTI AGENCY TRIP AND REVENUE STATISTICS
MONTH ENDING September 30, 2019

MTD

Transactions by 

Agency

Transactions 

Using Both 

Segments

% Using Both 

Segments Revenue

Westbound

OCTA 723,414                            473,075               65% 1,854,653$   

RCTC 712,047                            473,075               66% 3,536,922$   

I-15 306,579                            208,441               68% 1,534,134$   

McKinley 405,468                            264,634               65% 2,002,788$   

Eastbound

OCTA 754,167                            420,146               56% 2,585,695$   

RCTC 588,243                            420,146               71% 1,824,444$   

I-15 220,731                            168,220               76% 473,835$      

McKinley 367,512                            251,926               69% 1,350,609$   
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JOINT AGENCY PERFORMANCE MEASURES 

 

JOINT AGENCY TRANSPONDER DISTRIBUTION 
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At the end of September 2019, the 91 Express Lanes had 149,806 active customer 

accounts, and 228,436 transponders classified as Assigned. 

Number of Accounts by Fiscal Year 

As of September 30, 2019 

 

Incoming Email Activity 

During September, the Anaheim Processing Center received 3,608 emails.  



 

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

November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Fiscal Year 2019-20 First Quarter Grant Reimbursement Status 

Report 

Overview  

The Quarterly Grant Reimbursement Status Report summarizes grant activities 
for the Orange County Transportation Authority Board of Directors. This report 
focuses on activity for the period of July through September 2019.   

Recommendation 

Receive and file as an information item. 

Discussion 

The Orange County Transportation Authority (OCTA) has secured grant funding 
from federal and state grant agencies to deliver programs, projects, and services to 
improve mobility in Orange County. The use of these funds is consistent with capital 
programming policies approved by the OCTA’s Board of Directors. The Quarterly 
Grant Reimbursement Status Report summarizes awarded/executed, current, 
pending close-out, and closed grant agreements.   

Awarded/Executed Grant Agreements: 

OCTA executed two formula grants during the first quarter, which are summarized 
below. 

Federal Fiscal Year (FFY) 2018 Federal Transit Administration (FTA)  
Section 5307 Formula Grant Program:  

OCTA executed a grant agreement with FTA to secure the OCTA’s FTA  
Section 5307 formula fund allocations for FFY 2018. The grant agreement 
secures $50.9 million in federal capital and operating assistance to support 
salaries and benefits of OCTA’s maintenance staff, capital cost of contracting, and 
non-fixed-route paratransit operating assistance.  
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FFY 2018 FTA Section 5310 Enhanced Mobility for Seniors and Disabled:  

OCTA executed an FTA grant agreement to secure $2 million in FTA Section 5310 
funds allocated to OCTA for FFY 2018. The funds will be used to support the 
capital costs of contracting for ACCESS services.  

Current Grant Agreements: 

OCTA’s FTA formula grant agreements total 11, and FTA discretionary grant 
agreements total four (Attachment A).  

The 11 FTA formula grant agreements have a total federal amount of  
$335 million. A total of $256.9 million has been reimbursed, leaving a balance of 
approximately $78.1 million. The balance of these 11 FTA formula grant 
agreements will primarily fund the OC Streetcar, fixed-route bus procurements, 
rideshare and vanpool programs, Laguna Niguel/San Juan Capistrano passing 
siding project, and rail rehabilitation projects. 

The four FTA discretionary grant agreements have a total federal amount of 
$166.8 million. This includes the full funding grant agreement award of  
$148.9 million. A total of $31.6 million has been reimbursed, leaving a balance of 
$135.2 million. The balance of these four FTA discretionary grant agreements will 
primarily fund the OC Streetcar and slope stabilization improvements on the 
railroad right-of-way from the City of Laguna Niguel to the City of Lake Forest. The 
balance will also fund security camera surveillance systems for commuter rail 
stations and transit facilities located in the cities of Anaheim, Garden Grove, 
Laguna Niguel/Mission Viejo, Orange, Placentia, and Santa Ana. 

The total FTA formula and discretionary grant agreements amount to  
$501.9 million. The total amount reimbursed through the first quarter under these 
grant agreements is $288.6 million, leaving a balance of $213.3 million.  

OCTA also has 31 active State and Federal Highway Administration (FHWA) 
formula grant agreements (Attachment B) and 18 active State discretionary grant 
agreements (Attachment C).   

The 31 State and FHWA formula grant agreements total $207 million. The total 
amount reimbursed through the first quarter under these other grant agreements 
is $158.9 million, leaving a balance of $48.1 million. 

The 18 State discretionary grant agreements total approximately $23.3 million. A 
total of $1.7 million of these discretionary grant agreements has been reimbursed, 
leaving a balance of $21.5 million. These State discretionary grant agreements 
have a defined grant expiration date. Project expenses must be fully paid and 
reimbursed prior to the grant agreement expiration date.  
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This report activity is as of September 30, 2019, and any grants with a deadline 
between the quarter end and the date this report is published will be fully 
reimbursed and closed out. This activity will be reflected in next quarter’s report. 
Additionally, for these grants, staff anticipates each of the remaining balances to 
be fully reimbursed prior to the grant agreement expiration date.  

Grant Agreements Pending Close-out:  

There are nine grant agreements totaling $86 million which are pending  
close-out in the first quarter of fiscal year (FY) 2019-20. All invoices for these grant 
agreements have been submitted to the external funding agency for 
reimbursement, and OCTA is pending final payment and/or approval of close-out 
documentation. These grant agreements are summarized in Attachment D.  

Closed Grant Agreements: 

There are six grant agreements totaling $19.6 million that were closed out in the 
first quarter of FY 2019-20. These grant agreements are summarized in 
Attachment E.  

Summary 

This report provides an update of the grant agreement funded activities for the 
first quarter of FY 2019-20, June through September 2019. Staff recommends this 
report be received and filed as an information item. 
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Attachments 
 
A. First Quarter Grant Reimbursement Status Report, July through 

September 2019, Federal Transit Administration Formula and 
Discretionary Grant Agreements 

B. First Quarter Grant Reimbursement Status Report, July through 
September 2019, State and Federal Highway Administration Formula 
Grant Agreements 

C. First Quarter Grant Reimbursement Status Report, July through 
September 2019, State Discretionary Grant Agreements 

D. First Quarter Grant Reimbursement Status Report, July through 
September 2019, Grant Agreements Pending Close-out 

E. First Quarter Grant Reimbursement Status Report, July through 
September 2019, Closed Grant Agreements 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 

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

 Chief Financial Officer,  
Finance and Administration 
714-560-5649 
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ATTACHMENT E



 

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

 
 
 
 
November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Update on the Loan Agreements with the Cities of Anaheim, Buena 

Park, Placentia, and the West Orange County Water Board 
 
 
Overview 
 
The Orange County Transportation Authority Board of Directors authorized loan 
agreements with the cities of Anaheim, Buena Park, Placentia, and the West 
Orange County Water Board. Per Board of Directors’ direction, staff provides 
annual updates on the status of the agreements. 
 
Recommendation 
 
Receive and file as an information item.  
 
Background 
 
City of Anaheim 
 
In July 2012, Orange County Transportation Authority (OCTA) entered into a 
purchase and sale agreement of $32.5 million with the City of Anaheim (Anaheim) 
selling real property to enable the construction of the Anaheim Regional 
Transportation Intermodal Center. Anaheim provided $1 million as a down 
payment into escrow, with the remaining $31.5 million to be paid over a 13-year 
period. The interest rate on the loan is set at a fixed-interest rate of two percent, 
with the interest portion of the loan to be paid in the final two years of the loan 
period.  
 
Anaheim uses its Measure M2 (M2) Local Fair Share (LFS) funds to repay the 
loan, and the funds have been automatically deducted from Anaheim’s bimonthly 
LFS payments since July 2012. The loan repayments will continue to be  
deducted from M2 LFS payments until the loan balance reaches zero in fiscal  
year (FY) 2024-25. Should Anaheim become ineligible to receive LFS, or if the 
LFS funds are insufficient to meet the scheduled payment, California Highway 
Users Tax Account funds would be utilized to make the payments. 
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City of Buena Park 
 
In April 2016, OCTA entered into a purchase and sale agreement of $1.04 million 
with the City of Buena Park (Buena Park) selling excess parcel remnants from the 
Interstate 5 freeway widening project. Buena Park provided $514,000 as a down 
payment. Per the agreement, Buena Park will pay the balance over a five-year 
period until April 2021, with the balance secured by a deed of trust. In April 2017, 
Buena Park began making annual principal payments of $105,200 plus interest. 
The interest calculation is based on OCTA’s actual short-term investment portfolio 
earnings rate for the prior 12-month period, and resets annually. The interest rate 
for FY2017-18 was 2.39 percent.  
 
City of Placentia 
 
In February 2010, OCTA entered into a loan agreement with the City of 
Placentia (Placentia) for $4.1 million so Placentia could repay California 
Department of Transportation for ineligible expenditures on rail grade separation 
projects. The loan amount of $4.1 million is to be repaid over a 19-year period that 
began July 1, 2011. The interest rate on the loan is based on OCTA’s actual  
short-term investment portfolio earnings rate for the prior 12-month period, and 
resets annually. The current interest rate is 2.13 percent.  
 
Placentia uses its M2 LFS funds to repay the loan, and the funds are automatically 
deducted from Placentia’s bi-monthly LFS payments. The agreement allows 
OCTA to withhold 30 percent of Placentia’s LFS funds beginning in FY 2011-12. 
Placentia’s contribution increases by one percentage point each FY thereafter until 
the advance is fully repaid. Placentia’s current contribution is 38 percent of their 
LFS payments. Should Placentia become ineligible to receive LFS, Placentia 
would be required to pledge other appropriate funding to repay the full amount of 
the advance and interest thereon. 
 
West Orange County Water Board 
 
In October 2017, OCTA entered into a reimbursement agreement with the West 
Orange County Water Board (WOCWB) for up to $4.7 million for the relocation of 
a pipeline facility necessary to facilitate the Interstate 405 widening project. An 
amendment to the agreement was approved by the OCTA Board of  
Directors (Board) on November 27, 2017, to increase the loan amount by  
$1.3 million to accommodate the final project cost received by the WOCWB.  
 
Per the terms identified in the agreement, the WOCWB will make quarterly 
payments with the interest rate being equal to the State of California Surplus 
Money Investment Fund (SMIF). The SMIF interest rate on the September 2019 
payment was 2.148 percent. The term of the loan has been structured to not 
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exceed ten years. OCTA began receiving quarterly payments from the WOCWB 
in June 2018. 
 
Discussion 
 
OCTA continues to withhold payments from M2 LFS funds to repay the loans 
established with the cities of Anaheim and Placentia. The third annual payment 
from Buena Park and the sixth quarterly payment from WOCWB have also been 
received. OCTA will continue to follow the terms identified in all loan agreements 
by withholding payments and invoicing responsible parties as applicable. The 
beginning balance, amount collected, and outstanding balance for each loan as of 
September 30, 2019, can be found on Attachment A. 
 
Summary 
 

The OCTA Board authorized loan agreements with the cities of Anaheim, Buena 
Park, Placentia, and the West Orange County Water Board. Each entity has been 
making payments per their respective agreements. 
 
Attachment 
 
A. Status of Loan Agreements 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared By:     Approved By: 
 

     
Sam Kaur      Andrew Oftelie 
Department Manager,    Chief Financial Officer,  
Revenue and Grants Administration  Finance and Administration 
(714) 560-5889     (714) 560-5649

 



Status of Loan Agreements

Borrower Type of Agreement
Loan Period 

Begin Date

Interest 

Rate %

Prior Payment
1

Beginning 

Principal

Balance

Principal

Paid

Interest

Paid

Outstanding 

Principal 

as of 9/30/19

Loan

Maturity

City of Anaheim
2 Purchase and Sale 

Agreement
July 2012 2%            32,500,000            20,666,667                          -              11,833,333 May 20, 2025

City of Buena Park
Purchase and Sale 

Agreement
April 2016

1.52% (4/29/18-6/30/18)

2.39% (7/1/18-4/28/19)
             1,040,000                 829,600                   17,074                 210,400 April 29, 2021

City of Placentia
3 Loan Agreement February 2010 2.13%              4,227,586              1,717,738                 374,225              2,509,848 

Anticipated by

 November 2026

West Orange County 

Water Board
4

Reimbursement Agreement 

for Utility Relocation
October 2017 2.148%              5,995,394              2,250,463                 118,126              3,744,931 March 1, 2028

1. Interest rates vary for the cites of Buena Park, Placentia and the West Orange County Water Board.  Interest rates listed represent rates for the prior payment. 

2. Interest for the City of Anaheim loan is scheduled to be paid in the final 2 years of the loan.

3. The City of Placentia's principal balance includes capitalized interest in the amount of $127,586.

4. The West Orange County Water Board made an additional principal payment of $1.5 million in September 2018.

ATTACHMENT A



 

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

November 13, 2019 
 
 
To: Finance and Administration 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Orange County Employees Retirement System Early Payment for 

Fiscal Year 2020-21 
 
 
Overview 
 
The Orange County Employees Retirement System has offered an early 
payment discount to member agencies of 4.5 percent if they elect to prepay their 
contributions for fiscal year 2021. Advance payments must be received before 
January 15, 2020. The Orange County Transportation Authority has estimated 
the savings over the next year and a half under this payment option will total 
approximately $570,000. 
 
Recommendation  
 
Authorize the early payment of approximately $28.9 million by January 15, 2020, 
to the Orange County Employees Retirement System, for member contributions 
for fiscal year 2020-21. 
 
Background 
 
The Orange County Employees Retirement System (OCERS) provides 
retirement benefits to Orange County Transportation Authority (OCTA) 
employees. The majority of OCTA employees and retirees are covered by the 
OCERS plan. OCERS is a defined benefit plan with benefits determined by a 
formula based on years of service, age at retirement, and highest average salary 
over a consecutive three-year period. OCERS is administered by a ten-member 
retirement board. The OCERS Board of Retirement serves as fiduciary and has 
administrative authority over investments and benefits. As of June 30, 2019, the 
plan had over $17.5 billion in assets. OCERS operates under the state statutory 
requirements of the County Employees Retirement Act of 1937, a section of the 
California Government Code. 
 
Employer contributions to OCERS are calculated each pay period by OCTA and 
paid electronically every two weeks. During fiscal year (FY) 2020-21, based on 
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data from the working budget, OCTA will contribute approximately $31.7 million 
to OCERS, based upon wages of approximately $104.1 million. OCTA’s 
employer rate is 30.63 percent, and the Public Employees’ Pension Reform  
Act (PEPRA) contribution rate is 29.92 percent during this time period. 
 
Discussion 
 
On July 11, 2019, the OCERS Retirement Board voted to offer an early payment 
discount on employer contribution payments made before January 15, 2020, for 
the succeeding FY. OCERS is offering to discount the contributions for  
FY 2020-21 by 4.5 percent. If the early payment option is exercised, OCERS will 
reconcile the projected payroll wages for the FY and collect appropriate additions 
or provide credits against the next future payments from OCTA for FY 2021-22. 
 
The OCTA’s Board of Directors approved a similar action in previous years 
where the early payment option was exercised. By using available cash now, 
OCTA will reduce the overall cost of future budgeted expenditures.  
 
For FY 2020-21, OCERS increased OCTA’s employer rates to 30.63 percent 
from the FY 2019-20 rate of 28.04 percent. The PEPRA contribution rate 
increased to 29.92 percent for FY 2020-21 from the 27.26 percent rate in  
FY 2019-20. OCTA’s estimated wages for FY 2020-21 are $104.1 million. 
Applying the 30.63 percent and 29.92 percent PEPRA employer’s rates to the 
estimated wages for the year translates into an approximate contribution value 
of $30.4 million for FY 2020-21. Further, there is a balance from the prepayment 
contribution for FY 2018-19 of $1.4 million, which is required to be applied as a 
credit for this year’s prepayment. 
 
Under the early payment option, OCTA has the choice of paying OCERS  
$28.9 million ($31.7 million discounted by 4.5 percent less the credit) by  
January 15, 2020, or OCTA would make the regular bi-weekly payments of 
approximately $1,220,264 for the employer contribution, (for a total of  
$31.7 million) during FY 2020-21. Given these assumptions, OCTA has 
calculated the savings to equal approximately $570,000 (which is the net 
between the $1.4 million savings from the OCERS prepayment and $830,000 
estimated interest earnings by OCTA).  
 
Based upon this analysis, it is financially advantageous for OCTA to exercise 
this early payment option. If this option were to be exercised, these funds would 
be deposited into OCERS on behalf of OCTA and be credited to OCTA’s 
account. The funds will be paid from the General Fund (34.9 percent), Orange 
County Transit District Fund (64.8 percent), and the Orange County Taxi 
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Administration Program (0.3 percent). The funding sources represent the current 
payroll allocation. 
 
Summary 
 
OCERS has offered an early payment of contributions to member agencies for 
the upcoming FY. Under this early payment option, a discount of 4.5 percent will 
be applied to the amounts due for employer contributions.  OCTA has calculated 
the savings to equal approximately $570,000. Staff recommends exercising this 
early payment option. 
 
Attachment 
 
None. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 

 

Robert Davis Andrew Oftelie 
Department Manager 
Treasury/Public Finance 
714-560-5675 

Chief Financial Officer 
Finance and Administration 
714-560-5649 

 



 

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

November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Environmental Mitigation Program Endowment Fund Investment 

Report for September 30, 2019 
 
 
Overview 
 
The Orange County Transportation Authority has developed a Natural 
Community Conservation Plan/Habitat Conservation Plan, acquired 
conservation properties, and funded habitat restoration projects to mitigate the 
impacts of Measure M2 freeway projects.  California Community Foundation 
manages the non-wasting endowment required to pay for the long-term 
management of the conservation properties.  Each quarter, the California 
Community Foundation publishes a comprehensive report detailing the 
composition of the pool and its performance.  Attached are the quarterly 
investment reports for the Endowment Pool for the period ending  
September 30, 2019. The reports have been reviewed and are consistent with 
the pool objectives. 
 
Recommendation  
 
Receive and file as an information item. 
 
Background 
 
On September 26, 2016, the Board of Directors approved the selection of the 
California Community Foundation (CCF) as an endowment fund manager for the 
Measure M2 Freeway Environmental Mitigation Program. Annually, 
approximately $2.9 million will be deposited in the endowment. As of  
September 30, 2019, the Orange County Transportation Authority has made four 
deposits to the Endowment Pool, each in the amount of $2,877,000.   These 
annual deposits are expected to continue for ten to 12 years, or until the fund 
totals approximately $46.2 million. 
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Discussion 
 
As of September 30, 2019, total pool assets in the CCF Endowment Pool were  
$1.127 billion.  Total foundation assets were $1.86 billion.  Performance for the 
Endowment Pool was 1.2 percent for the month, exceeding the benchmark by 
0.2 percent; -0.2 percent for the quarter, 0.6 percent below the benchmark.  The 
one-year return was 2.5 percent, 1 percent below the benchmark. 
 
The balance as of September 30, 2019, was $12,393,157, with the goal to reach 
a projected balance of $12,440,408 by June 30, 2020. 
 
The projected annualized cost for endowment services was 0.75 percent based 
on indications received during the due diligence process. Based on the current 
balance of the endowment, the cost for administration services is 0.25 percent.  
 
Summary 
 
The Orange County Transportation Authority is submitting a copy of the 
California Community Foundation Investment Report to the Board of Directors.  
The report is for the quarter ending September 30, 2019. 
 
Attachments 
 
A. California Community Foundation Fund Statement – September 30, 2019 
B. California Community Foundation Endowment Pool Investments –  

September 30, 2019 
 
 
 
 
 
Prepared by: 
 

 

Approved by: 

 
 

Robert Davis Andrew Oftelie 
Department Manager, 
Treasury and Public Finance  
714-560-5675 

Chief Financial Officer 
Finance and Administration  
714-560-5649 

 









 

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

November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Agreement for Cloud Disaster Recovery Solution 
 
Overview 
 
As part of the Orange County Transportation Authority’s Fiscal Year 2019-20 
Budget, the Orange County Transportation Authority’s Board of Directors 
approved expenditures for a cloud disaster recovery solution.  Bids were 
received in accordance with the Orange County Transportation Authority’s 
procurement procedures for materials and equipment.  Board of Directors’ 
approval is requested to execute the agreement. 
 
Recommendation 
 
Authorize the Chief Executive Officer to negotiate and execute  
Agreement No. C-9-1543 between the Orange County Transportation Authority 
and Thomas Gallaway Corporation, doing business as Technologent, in the 
amount of $985,638, for a cloud disaster recovery solution for a five-year term.  
 
Discussion 
 
The Orange County Transportation Authority (OCTA) requires a cloud-based 
disaster recovery solution to be used as an alternate location for its  
mission-critical applications in case of a disaster.  The purpose of the cloud 
disaster recovery solution is to allow OCTA’s Information Systems (IS) 
Department to re-establish its mission-critical computer-based systems at an 
alternate location if its primary data center becomes disabled.    
 
In the event of a loss of connectivity to OCTA’s primary data center, OCTA would 
be able to restore data center operations in the cloud-based disaster recovery 
solution with its existing data and continue data center operations until 
connectivity to the primary data center is restored.  
 
OCTA’s Continuity of Operations Plan (COOP) establishes mission essential 
functions to be performed or resumed during an emergency or disruptive event.  
IS staff conducted market research and compared various cloud disaster 
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recovery solutions.  To meet and exceed OCTA’s current COOP, staff is seeking 
to utilize Datrium’s disaster recovery solution to fully protect OCTA in the event 
of a serious loss of connectivity to its primary data center.   
 
The Datrium disaster recovery solution will allow OCTA to replicate its critical 
operations data to the cloud, and then continuously replicate changed data in 
near real-time, thereby ensuring that the cloud copies always remain current 
should a recovery event occur.  An additional benefit of the Datrium disaster 
recovery solution includes reduced band-width requirements as data is 
compressed, deduplicated, and encrypted prior to being replicated to the cloud.  
 
Procurement Approach 
 
This procurement was handled in accordance with OCTA’s Board of  
Directors approved procedures for materials and equipment greater than $50,000.  
These procedures, which conform to both federal and state requirements, require 
that contracts are awarded to the lowest responsive, responsible bidder after a 
sealed bidding process.   
 
Invitation for Bids (IFB) 9-1543 was released on August 14, 2019,  
through OCTA’s CAMMNET system. The project was advertised on August 14 
and 21, 2019, in a newspaper of general circulation.  On September 4, 2019, 
one bid was received and publicly opened. 
 
As per OCTA’s policies and procedures for a single bid, staff contacted six firms 
who received the IFB to inquire why each firm did not submit a bid.  Two firms 
indicated that they were not authorized resellers of Datrium and, therefore, could 
not submit a bid.  One firm indicated that it was an authorized reseller of Datrium; 
however, it did not elect to submit a bid.  The remaining three firms did not respond. 
 
Procurement documents and feedback received from the three out of six firms 
was forwarded to the Internal Audit (IA) Department so that agreed-upon 
procedures could be applied to determine whether adequate outreach was 
conducted to stimulate competition.  IA’s report indicated the procurement 
process complied with Contracts Administration and Materials Management 
procedures to ensure adequate outreach. 
 
The one bid received was reviewed by staff from both Contracts Administration and 
Materials Management and IS departments to ensure compliance with the contract 
terms and conditions, and technical specifications.  
 



Agreement for Cloud Disaster Recovery Solution Page 3 
 

 

 

The recommended firm’s bid is slightly lower than the independent cost estimate 
from OCTA’s IS project manager and, therefore, considered to be fair and 
reasonable.   
 
Fiscal Impact 
 
The project was approved in Orange County Transportation Authority’s  
Fiscal Year 2019-20 Budget, Finance and Administration/IS,  
Account 1284-7519-A5352-18P, and is funded through local funds. The funding 
for each year will be included within that fiscal year’s budget. 
 
Summary 
 
Authorize the Chief Executive Officer to negotiate and execute  
Agreement No. C-9-1543 between the Orange County Transportation Authority 
and Thomas Gallaway Corporation, doing business as Technologent, in the 
amount of $985,638, for cloud disaster recovery solution for a five-year term. 
 
Attachment 

 
None. 
 
 
 
Prepared by: 

 

 Approved by: 

 
______________________________ 
Michael Beerer 

 ______________________________ 
Andrew Oftelie 

Senior Section Manager, Information 
Systems 
(714) 560-5352 

 Chief Financial Officer 
Finance and Administration 
(714) 560-5649 

   

 

  

_____________________________ 
Virginia Abadessa 

  

Director, Contracts Administration and 
Materials Management 
(714) 560-5623 

  

 



 

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

November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Fiscal Year 2018-19 Comprehensive Annual Financial Report and 

91 Express Lanes Fund Financial Statements 
 
 
Overview 
 
The Orange County Transportation Authority is required to obtain an 
independent auditor’s opinion on various financial statements and schedules.  
Crowe LLP, an independent accounting firm, has completed its annual audit of 
Orange County Transportation Authority’s Comprehensive Annual  
Financial Report and 91 Express Lanes Fund Financial Statements for fiscal 
year 2018-19.  
 
Recommendation 
 
Receive and file the fiscal year 2018-19 Comprehensive Annual Financial Report 
and 91 Express Lanes Fund Financial Statements. 
 
Background 
 
Pursuant to Section 40078 of the Public Utilities Code, the Orange County 
Transportation Authority (OCTA) prepares an annual set of financial statements 
presenting results of operations during the preceding fiscal year (FY) and 
OCTA’s financial position at year-end.  These financial statements are included 
in OCTA’s Comprehensive Annual Financial Report (CAFR). 
 
OCTA staff also prepares stand-alone financial statements for the 91 Express 
Lanes Fund. 
 
Discussion 
 
Crowe LLP, has completed its annual audit of OCTA’s financial records and 
systems and has issued its opinion on OCTA’s financial statements for the FY 
ended June 30, 2019.  The auditors have issued an unmodified (also known as 
“clean”) opinion on the financial statements, indicating that the statements 
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present fairly, in all material respects, the financial position of OCTA at  
June 30, 2019, and the results of its operations and cash flows of the proprietary 
funds for the fiscal year then ended (Attachment A). 
 
Fund financial statements for the 91 Express Lanes were also prepared and an 
unmodified opinion was issued (Attachment B). 
 
The CAFR will be submitted to the Government Finance Officers  
Association (GFOA) for consideration of the Certificate for Excellence in 
Financial Reporting for FY 2018-19.  The GFOA awards certificates only to those 
governments whose annual financial reports are deemed in conformance with 
the highest standards of public financial reporting.  OCTA has been awarded the 
GFOA certificate for each year of its existence, commencing with the FY ended 
June 30, 1992.  Such recognition has a positive effect on OCTA’s ability to 
borrow at favorable interest rates.  The CAFR is a useful tool in business 
dealings with outside organizations.  
 
The 91 Express Lanes Fund financial statements will be forwarded to rating 
agencies, investors, and insurance companies. 
 
Summary 
 

Staff has prepared the OCTA’s CAFR and 91 Express Lanes Fund Financial 
Statements for the FY ended June 30, 2019.  Crowe LLP, has audited these 
financial statements and schedules and has issued unmodified opinions as to 
fair presentation of the financial statements and schedules.   
 
Attachments 
 

A. Comprehensive Annual Financial Report for the Fiscal Year Ended  
June 30, 2019 

B. 91 Express Lanes Fund Financial Statements for the Year Ended  
June 30, 2019 

 
 

 
 

 
 

 

Prepared by: 

 

 Approved by: 
 

 
Changsu Lee  Andrew Oftelie 
Section Manager, Accounting and 
Financial Reporting 
714-560-5890 

 Chief Financial Officer,  
Finance and Administration 
714-560-5649 
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COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR THE FISCAL YEAR ENDED 
JUNE 30, 2019 

 
 
 

ATTACHMENT A 
 
 
 

IS AVAILABLE ON THE OCTA WEBSITE AT WWW.OCTA.NET OR 
 
 
 

ON FILE IN THE CLERK OF THE BOARD’S OFFICE 
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91 EXPRESS LANES FUND FINANCIAL STATEMENTS FOR THE YEAR ENDED 
JUNE 30, 2019 

 
 
 

ATTACHMENT B 
 
 
 

IS AVAILABLE ON THE OCTA WEBSITE AT WWW.OCTA.NET OR 
 
 
 

ON FILE IN THE CLERK OF THE BOARD’S OFFICE 



 

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

November 13, 2019 
 
 
To: Finance and Administration Committee 
 
From: Darrell E. Johnson, Chief Executive Officer 
 
Subject: Reserve Policy 
 
 
Overview 
 
The Orange County Transportation Authority is committed to prudent fiscal 
management and maintaining the ability to fund its programs and services during 
times of economic uncertainty.  Orange County Transportation Authority has a 
history of maintaining reserves to mitigate the impacts of financial risks to the 
programs operated by the Orange County Transportation Authority.  The goal of 
this policy is to formalize the existing reserve policy for those programs and 
include them in one document for clarity and transparency. 
 
Recommendation 
 
Adopt the Reserve Policy and implement the policy in current and future financial 
plans. 
 
Background 
 
The Orange County Transportation Authority (OCTA) operates programs whose 
revenues can be greatly impacted during times of economic uncertainty or 
recession.  These decreases in revenue can stem from reduced sales tax 
revenue, reduced fare or toll revenue, or less support from Federal or State 
sources.  As a result, OCTA has a history of maintaining reserves implemented 
through its Comprehensive Business Plan (CBP) and annual budget process.  
 
Discussion 
 
OCTA operates three programs: Bus, 91 Express Lanes (91 EL), and Motorist 
Services, that are reliant on stable revenue sources and are most immediately 
impacted during periods of economic uncertainty. Decreases in revenue can 
produce immediate impacts to their ability to fund operating and capital 
requirements.  As a result, operating and capital reserves can help mitigate the 
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impacts to service levels and the funding of capital projects during times of 
economic uncertainty. 
 
The current economic cycle has exceeded ten years, which is twice the typical 
expansion phase following a recession.  Though it is unclear when the next 
recession will occur, it is important that OCTA be prepared for the downturn in 
order to lessen the impact to operations for the Bus, 91 EL, and Motorist Services 
programs.  OCTA has historically maintained reserves for these programs. 
However, in preparation for the next economic downturn, OCTA has formalized 
a reserve policy for the three programs.  The Reserve Policy will address three 
reserve categories within each of the programs.  The three reserve categories 
are: operating, capital, and debt.  
 
Bus Program 
 

Reserve Target 

Operating 60 days 

Capital 
Fully fund capital expenditures through Capital 
Replacement Fund 

Debt Requirements Not applicable 

 
OCTA has a longstanding practice of maintaining a fully-funded operating 
reserve for the Bus Program.  The Bus Program has traditionally maintained a 
45-day working capital balance to accommodate for unexpected fluctuations in 
revenue and expenditures.  OCTA is recommending increasing the 45-day 
operating reserve to 60 days.  This would increase the reserve from $37.9 million 
to $50.5 million for fiscal year (FY) 2019-20.  The reason for the recommendation 
is that the primary revenues supporting the Bus Program, such as sales tax, 
State Transit Assistance, and fare revenue are highly susceptible to the negative 
impacts of a recession.  In addition, in June of this year, the Government Finance 
Officers Association (GFOA) made a recommendation to local governments to 
maintain General Fund reserve balances of 60 days.  Though the Bus Program 
is not a General Fund, given its strong reliance on multiple funding sources, 
which is similar to a General Fund, the recommendation from the GFOA provides 
an additional reason to take a more conservative approach to the level of 
operating reserves maintained to support the Bus Program.   The increase to a 
60-day operating reserve can be accommodated financially without impacting 
bus operations. 
 
OCTA has also traditionally maintained a Capital Replacement Fund (CRF) for 
the Bus Program, which is used to fund the rehabilitation and replacement of its 
capital assets. The CRF enables OCTA to pay for the rehabilitation and 
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replacement of capital assets without the need for debt financing, which allows 
OCTA to avoid debt service expenditures and instead maximize the amount of 
revenue available for service.  Funding for the CRF is determined through 
OCTA’s CBP and executed through the annual budget.  Currently OCTA sets 
aside approximately $25 million annually to ensure the timely replacement of its 
bus capital assets.   
 
In addition to eliminating the cost associated with debt financing, the CRF also 
provides OCTA flexibility during periods of economic recession.  During the 
Great Recession, the significant decrease in revenues for the Bus Program 
necessitated a reduction in service.  Due to the planned reductions in ongoing 
service levels, there was a corresponding decrease in the number of buses that 
would need to be replaced within the fleet.  As a result, the funds that had been 
saved in the CRF for buses that would no longer be replaced were used to 
gradually reduce service instead of making large, immediate reductions.    
 
91 Express Lanes 
 

Reserve Target 

Operating None 

Capital 
Fully fund capital expenditures through 
Capital Replacement Fund 

Excess Revenue Policy Freeway – 80 percent, Transit – 20 percent 

Debt Requirements  

 Debt Service Reserve $10,800,000 

 Operating $3,000,000 

 Capital $10,000,000 

 
The 91 EL has five reserve accounts which include two reserve accounts internal 
to OCTA and three reserve accounts required as part of the 91 EL  
outstanding debt.  The two reserve accounts internal to OCTA are Board of 
Directors (Board)-approved and include a 91 EL CRF and a 91EL Excess 
Revenue Fund (ERF).  The 91 EL CRF is fully funded and used to fund the 
rehabilitation and replacement of the 91 EL capital assets without the need for 
additional debt financing.  Similar to the Bus Program, funding for the 91 EL CRF 
is determined through OCTA’s CBP on an annual basis. 
 
In January 2014, OCTA’s Board approved a policy for the use of 91 EL ERF.  
The 91 EL ERF is to be used to fund future 91 corridor improvements.  The 91 
EL excess revenues, defined as revenues available after debt service, 
operations, maintenance, capital, and administration costs are paid, are to be 
allocated 80 percent for freeway projects and 20 percent for transit projects or 
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services.  The 80/20 allocation is to be achieved by 2030.  The Board has already 
set aside $14.3 million of excess revenues to help fund the Placentia Metrolink 
Station.  In November 2017, the Board approved the Next 10 Plan which 
included the utilization of up to $748.7 million in excess revenues to be used on 
a pay-as-you-go basis for two Measure M2 (M2) freeway projects in the 91 
corridor.  As of today, $56 million has been set aside for the two projects. 
 
Three reserve accounts are required as part of the 91 EL outstanding debt to 
protect bondholders.  The three reserve accounts are held in trust for the  
benefit of the repayment of the bonds and include a debt service reserve  
fund ($10.8 million), an operating reserve ($3.0 million), and a capital reserve 
($10 million).  Each of the reserve accounts is fully funded and will remain so 
until the debt is retired.      
 
Motorist Services Program 
 

Reserve Target 

Operating 60 days 

Capital  None 

Debt Requirements Not applicable 

 
The Motorist Services Program supports the Freeway Service Patrol (FSP), 
Freeway Callbox, and 511 Programs.  Revenue to support the three programs 
comes primarily from vehicle registration fees and funding from the State 
Highway Account (SHA).  In addition to those funding sources, the FSP does 
receive additional funding from the M2 Program and the Road Repair and 
Accountability Act (RRAA).  Both the SHA and RRAA funds are received 
annually on a reimbursement basis. 
 
The FSP is the largest operating program of the Motorist Services Programs and 
is used to fund private tow truck companies that patrol freeways to assist 
stranded motorists.  OCTA maintains a 60-day operating reserve to ensure 
adequate reserves to cover unforeseen impacts to FSP revenue or expenses 
and to allow for fluctuations in the timing of the revenue reimbursement for  
the SHA and RRAA revenues. A 60-day operating reserve for FY 2019-20 is 
$1.4 million. Due to the small nature of the capital expenditures for the three 
programs, a capital reserve is not deemed necessary to support ongoing capital 
requirements.  
 
Future Reserve Accounts 
 
OCTA has two projects under construction that will lead to operating programs 
in the future.  The two operating programs will be the 405 Express Lanes and 



Reserve Policy Page 5 
 

 

 

the OC Streetcar.  It is anticipated that the 405 Express Lanes will have up to 
five reserve accounts including internal reserve accounts, as well as reserves 
required due to outstanding debt.   It is anticipated that the OC Streetcar will 
have up to two internal reserve accounts.   
 
405 Express Lanes 
 

Reserve Target Required 

Operating To be determined Not applicable 

Capital  To be determined Not applicable 

Debt Requirements   

 Debt Service Reserve Fund 

Fluctuates annually: 
formula based with 
annual calculation 2025 

 Operations & Maintenance 

Fluctuates annually: 
formula based with 
annual calculation 2023 

 Major Maintenance 

Fluctuates annually: 
formula based with 
annual calculation 2027 

 
OCTA anticipates the 405 Express Lanes will have up to two internal reserve 
accounts (established and held by the OCTA), as well as three reserve accounts 
required due to outstanding debt to be held by the trustee.  The type and amount 
of the internal reserve accounts will be determined at a future date as OCTA 
evaluates the available revenue to fund the accounts based on first satisfying 
the loan requirements from the outstanding debt.   As an example, OCTA is 
required to deposit all excess revenue, after satisfying the requirements of the 
other reserve funds, into a Distribution Lock-Up fund for the first five years of 
operations.  The internal reserve accounts will be included within this policy and 
brought to the Board for consideration. 
 
The 405 Express Lanes has a Transportation Infrastructure Finance and 
Innovation Act loan with the United States Department of Transportation that is 
being used to finance the construction of the 405 Express Lanes.  The loan will 
require three reserve accounts to be created within set time periods following 
substantial completion of the project.  The three accounts include a debt service 
reserve fund, operations and maintenance reserve, and a major maintenance 
reserve.  Each reserve account has a formula defined within the loan agreement 
for the amount required on an annual basis.  The debt service reserve fund is 
required to be established in 2025, the major maintenance reserve account is 
required to be established in 2027, and the operations and maintenance reserve 
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account is required to be established in 2023.  The amounts required in the first 
year of establishment for each account will be determined in the future based on 
the requirements of the loan agreement and will be funded with toll revenues 
collected from the 405 Express Lanes. 
 
OC Streetcar 
 

Reserve Target 

Operating To be determined 

Capital  To be determined 

Debt Requirements Not applicable 

 
OCTA also anticipates the OC Streetcar will have internal reserve accounts that 
will be established and held by the OCTA similar to the Bus Program.  The type 
and amount of the internal reserve accounts will be determined in the future and 
will be included within this policy and brought to the Board for consideration.  It 
is estimated a 60-day reserve for the OC Streetcar would be approximately $1.5 
million.   
 
Future Updates to the Reserve Policy 
 
Reserve targets are reviewed during OCTA’s annual process of updating and 
analyzing the cash flows for each of OCTA’s programs and services.  OCTA will 
bring any future recommended changes to this policy to the Board for 
consideration.  
 
Summary 
 
OCTA has a history of maintaining reserves to mitigate the impacts of financial 
risks to the programs operated by the OCTA.   OCTA has formalized the reserve 
policies historically implemented through the CBP and bond indentures into a 
Reserve Policy for clarity and transparency for Board of Directors consideration.   
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Attachment 
 
None. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

Approved by: 

 
Sean Murdock Andrew Oftelie 
Director,  
Finance and Administration 
714-560-5685 

Chief Financial Officer 
Finance and Administration 
714-560-5649 

 



Reserve Policy



Policy Goal

• Formalize existing reserve policy for programs operated by 
the Orange County Transportation Authority (OCTA)

• Provide clarity and transparency as to the types of reserves 

maintained by, and required of, the OCTA

• Continue practice of preparing for future economic recessions 

during periods of economic growth 

2



Background

3

• OCTA has a history of maintaining reserves

• Reserve targets historically implemented through the 

Comprehensive Business Plan

• Reserves also required from bond and loan indentures

• Three OCTA programs would be included in the policy

• Bus, 91 Express Lanes, and Motorist Services programs



Bus Program Reserve Policy

4

• History of both operating and capital reserves

• 45-day operating reserve ($37.9 million)

• Capital replacement fund for capital expenditures

• Reserves fully funded

• Recommend increasing operating reserve to 60 days ($50.5 million )

• Provides additional protection against future economic uncertainty

• Recommended by the Government Finance Officers Association

• Can be accommodated financially

• Program has no outstanding debt



91 Express Lanes Reserve Policy

5

• History of capital and debt related reserves

• Two Board of Directors-approved capital reserves maintained 

• Fully funded capital replacement fund for the express lanes

• Excess revenue fund for future 91 corridor projects

• Placentia Metrolink Station ($14.3 million)

• 91 freeway projects ($56 million)

• Three indenture required reserves maintained 

• Debt Service Reserve Fund ($10.8 million)

• Operating Reserve ($3 million)

• Capital Reserve ($10 million)



Motorist Services Program Reserve Policy

6

• History of an operating reserve

• 60-day operating reserve ($1.4 million)

• Supports unforeseen impacts to revenue and expenditures

• Accommodates fluctuations in timing for revenue reimbursement

• Reserve fully funded

• No need for a capital reserve

• Small capital program can be accommodated without a reserve

• Program has no outstanding debt



Future Reserves

7

• 405 Express Lanes

• Potential operating and capital reserve accounts

• Three debt-related reserves: debt service, operations and maintenance and 
major maintenance

• OC Streetcar

• Potential operating and capital reserve accounts

• Program will have no outstanding debt



Recommendations

8

• Adopt Reserve Policy recommendations for the Bus, 91 
Express Lanes, and Motorist Services programs

• Incorporate the Reserve Policy into current and future financial 
plans



Next Steps

9

• Maintain reserve targets for the 91 Express Lanes and Motorist 
Services programs

• Increase operating reserve target to 60-days and maintain 
capital reserve target for the Bus Program

• Incorporate Reserve Policy into the Comprehensive Business 
Plan 

• Future updates would be brought to the Board of Directors 
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