I\ AGENDA

OCTA Finance and Administration Committee Meeting
Committee Members Orange County Transportation Authority
Michael Hennessey, Chairman Headquarters
Richard Murphy, Vice Chairman 550 South Main Street
Andrew Do Board Room — Conf. Room 07
Gene Hernandez Orange, California
Steve Jones Wednesday, January 8, 2020 at 10:30 a.m.
Michelle Steel

Donald P. Wagner

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

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

All documents relative to the items referenced in this agenda are available for public

inspection at www.octa.net or through the Clerk of the Board’s office at the OCTA
Headquarters, 600 South Main Street, Orange, California.

Call to Order

Pledge of Allegiance
Director Steel

1. Public Comments

Consent Calendar (Items 2 through 10)

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

2. Approval of Minutes - November 13, 2019

Approval of the minutes of the Finance and Administration Committee
meeting of November 13, 2019.
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Approval of Minutes - October 23, 2019

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

Corporate Credit Cards, Internal Audit Report No. 20-504
Gerald Dunning/Janet Sutter

Overview

The Internal Audit Department has completed an audit of corporate credit
cards. Based on the audit, controls to ensure transactions are valid,
authorized, and in compliance with policies and procedures, are generally
adequate; however, one recommendation has been made to clarify
requirements for obtaining and documenting approvals.

Recommendation

Direct staff to implement one recommendation provided in Corporate Credit
Cards, Internal Audit Report No. 20-504.

Bus Marketing, Internal Audit Report No. 19-512
Gerald Dunning/Janet Sutter

Overview

The Internal Audit Department has completed an audit of bus marketing
activities. Based on the audit, compliance with procurement and invoice
review procedures should be improved and documentation of marketing
programs should be enhanced. The Internal Audit Department has made
three recommendations to improve compliance and to better document
marketing program efforts and effectiveness.

Recommendation

Direct staff to implement three recommendations provided in
Bus Marketing, Internal Audit Report No. 19-512.
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91 Express Lanes Master Custodial Account and Revenue Allocation,
Internal Audit Report No. 19-514
Ricco Bonelli/Janet Sutter

Overview

The Internal Audit Department has completed an audit of 91 Express Lanes
Master Custodial Account activities and revenue allocation. Based on the
audit, revenues are allocated to the Orange County Transportation Authority
in accordance with the cooperative agreement between Orange County
Transportation Authority and the Riverside County
Transportation Commission. The audit also found controls over wire transfers
from the 91 Express Lanes Master Custodial Account are adequate and
effective.

Recommendation

Receive and file 91 Express Lanes Master Custodial Account and
Revenue Allocation, Internal Audit Report No. 19-514, as an information item.

Award of Sole Source Agreement for the Purchase and Maintenance of
a Xerox Nuvera 144 EA Production Press
Sara Belovsky/Andrew Oftelie

Overview

As part of the Orange County Transportation Authority’s Fiscal Year 2019-20
Budget, the Board of Directors approved the acquisition of a new
high-production digital press to replace the 2003 Xerox Docutech 6135 press
that has reached the end of its useful life. The new Xerox Nuvera 144 EA is
compatible with the existing fleet of Xerox equipment used by the
Orange County Transportation Authority. Staff is requesting a sole source
agreement with Xerox for the purchase of the press.

Recommendation

Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-9-1771 between the Orange County
Transportation Authority and Xerox Corporation, in the amount of $175,340,
for the purchase of a Xerox Nuvera 144 EA Production Press, training, and
maintenance.
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Agreement for the Purchase of Modular Systems and Ancillary Furniture
Sara Belovsky/Andrew Oftelie

Overview

In October 2019, the Orange County Transportation Authority issued an
invitation for bids for the purchase, installation, reconfiguration, and
maintenance of modular systems and ancillary furniture. Staff is requesting
approval to execute a purchase order for needed modular systems and
ancillary furniture.

Recommendation

Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-9-1652 between the Orange County
Transportation Authority and Western Office, in the amount of $990,000, to
provide services for the purchase of modular systems and ancillary furniture
for a two-year term.

Orange County  Transportation  Authority Investment and
Debt Programs Report - November 2019
Robert Davis/Andrew Oftelie

Overview

The Orange County Transportation Authority has a comprehensive
investment and debt program to fund its immediate and long-term cash flow
demands. Each month, the Treasurer submits a report detailing investment
allocation, performance, compliance, outstanding debt balances, and credit
ratings for the Orange County Transportation Authority’s debt program. This
report is for the month ending November 30, 2019. The report has been
reviewed and is consistent with the investment practices contained in the
Investment Policy.

Recommendation

Receive and file as an information item.
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10.

Orange County Transportation  Authority Investment and
Debt Programs Report - October 2019
Robert Davis/Andrew Oftelie

Overview

The Orange County Transportation Authority has a comprehensive
investment and debt program to fund its immediate and long-term cash flow
demands. Each month, the Treasurer submits a report detailing investment
allocation, performance, compliance, outstanding debt balances, and credit
ratings for the Orange County Transportation Authority’s debt program. This
report is for the month ending October 31, 2019. The report has been
reviewed and is consistent with the investment practices contained in the
Investment Policy.

Recommendation

Receive and file as an information item.

Regular Calendar

11.

Fiscal Year 2019-20 First Quarter Budget Status Report
Anthony Baruch/Andrew Oftelie

Overview

The Orange County Transportation Authority’s staff has implemented the
fiscal year 2019-20 budget. This report summarizes the material variances
between the budget and actual revenues and expenses through the
first quarter of fiscal year 2019-20.

Recommendation

Receive and file as an information item.

Discussion Items

12.

13.

14.

Chief Executive Officer's Report
Committee Members' Reports
Closed Session

There are no Closed Session items scheduled.
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15.

Adjournment

The next regularly scheduled meeting of this Committee will be held at
10:30 a.m. on Wednesday, January 22, 2020, at the Orange County
Transportation  Authority Headquarters, 550 South Main Street,
Board Room - Conference Room 07, Orange, California.
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OCTA Finance and Administration Committee Meeting
Committee Members Present Staff Present
Michael Hennessey, Chairman Darrell E. Johnson, Chief Executive Officer
Gene Hernandez Ken Phipps, Deputy Chief Executive Officer
Steve Jones Laurena Weinert, Clerk of the Board

Gina Ramirez, Deputy Clerk of the Board
Committee Members Absent James Donich, General Counsel

Richard Murphy, Vice Chairman OCTA Staff and Members of the General Public
Andrew Do

Michelle Steel

Donald P. Wagner

Call to Order

The November 13, 2019 regular meeting of the Finance and Administration

Committee (Committee) was called to order by Committee Chairman Hennessey at
10:34 a.m.

Pledge of Allegiance
Director Jones led in the Pledge of Allegiance.
1. Public Comments
No public comments were received.
Special Calendar
There were no Special Calendar matters.
Darrell E. Johnson, Chief Executive Officer (CEO), announced that due to

lack of quorum, Items 3 through 12 will go forward to the November 25, 2019
Board of Directors meeting for consideration without the Committee’s vote.

Consent Calendar (Iltems 2 through 12)
2. Approval of Minutes

Due to a lack of quorum, the minutes of the October 23, 2019, will return to
the next Finance and Administration Committee meeting for consideration.
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Fiscal Year 2019 Triennial Review

Committee Chairman Hennessey pulled this item and requested a full briefing
on this item.

Janet Sutter, Executive Director of Internal Audit, stated this audit is required
by the Federal Transit Administration (FTA). The FTA triennially reviews 21
different areas that cross divisions throughout the Orange County
Transportation Authority (OCTA). Ms. Sutter also stated that OCTA had no
deficiencies, which has never happened. Additionally, the FTA complimented
OCTA on its best practices, such as OCTA's Disadvantaged
Business Enterprise (DBE) program, Title VI program, and Americans with
Disabilities Act process.

Mr. Johnson, CEO, stated OCTA was compliant in all the areas, and
highlighted an FTA reviewer’'s comment that OCTA’s DBE program is the best
in the nation.

Committee Chairman Hennessey congratulated Virginia Abadessa,
Director of Contract and Administration and Materials Management, and her
staff.

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

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

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Investments: Compliance, Controls, and Reporting, January 1 through
June 30, 2019

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

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

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

91 Express Lanes Update for the Period Ending September 30, 2019

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.
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10.

11.

12.

Fiscal Year 2019-20 First Quarter Grant Reimbursement Status Report

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Update on the Loan Agreements with the Cities of Anaheim, Buena Park,
Placentia, and the West Orange County Water Board

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Orange County Employees Retirement System Early Payment for
Fiscal Year 2020-21

Committee Chairman Hennessey pulled this item for staff to provide a brief
overview of the prepayment of Orange County Employees Retirement
System (OCERS) funds.

Andrew Oftelie, Chief Financial Officer (CFO), reported that OCERS provides
member agencies an opportunity to prepay contributions for the fiscal year.
He stated as an incentive, OCERS discounts OCTA’s contributions by a
certain percentage. He also stated this year the discount is 4.5 percent, and
staff's recommendation is to authorize the early payment to OCERS.

Committee Chairman Hennessey stated as a point of pride that OCTA
manages the budget well, and OCTA can take advantage of these types of
savings, which also saves the taxpayers money.

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Environmental Mitigation Program Endowment Fund Investment Report
for September 30, 2019

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Agreement for Cloud Disaster Recovery Solution

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.
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Regular Calendar

13.

14.

Fiscal Year 2018-19 Comprehensive Annual Financial Report and
91 Express Lanes Fund Financial Statements

Sean Murdock, Director of Finance and Administration, provided opening
comments and a brief update on the fiscal year 2018-19 Comprehensive
Annual Financial Report (CAFR), as well as introduced Kathy Lai of
Crowe, LLP,

Ms. Lai reported on the following:

. All deliverables provided an unmodified opinion.

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

. No difficulties with management were encountered during the audit.

. Management representation letter was obtained.

Mr. Oftelie acknowledged OCTA staff Changsu Lee, Section Manager 11, and
David Hernandez, Accountant Principal, for their efforts in working with
Ms. Lai and Crowe, LLP.

Committee Chairman Hennessey congratulated staff for producing a clean
CAFR within four months.

Mr. Johnson, CEO, stated the effort was timely, and the fresh perspective
was right for OCTA.

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Reserve Policy

Sean Murdock, Director of Finance and Administration, provided a
PowerPoint on the following:

Policy Goal;

Background;

Bus Program Reserve Policy;

91 Express Lanes Reserve Policy;
Motorist Services Program Reserve Policy;
Future Reserves;

Recommendations, and

Next Steps.

A discussion ensued regarding the time it would take to fill capital reserve
accounts and how long would the reserve last.

November 13, 2019 Page 4 of 6



OCTA

MINUTES

Finance and Administration Committee Meeting

14. (Continued)

Due to lack of quorum, no action was taken on this item, and it will go forward
to the November 25, 2019 Board of Directors meeting for consideration.

Discussion Items

15. Chief Executive Officer's Report

Mr. Johnson, CEO, reported on the following:

The Interstate 5 (I-5) South County Improvement Project is in full

swing, and crews will demolish the La Paz northbound on-ramp this

weekend and requires overnight closures of La Paz between

Cabot Road and Muirlands Boulevard.

o) Closures will begin at 10:00 p.m. to 8:00 am. on
Friday, November 15th, and Saturday, November 16th. There
will be lane reductions on the northbound I-5; however the
freeway will remain open.

o Staff are notifying the public through all regular OCTA channels.

On Sunday, November 171, the Southern California Association of

Governments and the Renew Beach Boulevard Coalition are hosting

a “Meet on Beach” event along Beach Boulevard. This multi-city

event will transform Beach Boulevard. into a more walkable and

bikeable street for a day with activities at various hubs along the
corridor.

o OCTA staff will be at the Anaheim/Buena Park hub providing
information about Safe Routes to School. Additionally, at the
Huntington Beach hub staff will provide information about active
transportation and the Orange County Loop.

This is the final Finance and Administration Committee meeting of the

year, and on behalf of OCTA staff, the Committee Members were

wished all a happy and safe holiday season.

16. Committee Members' Reports

Committee Chairman Hennessey complimented staff and thanked them for
their conservative fiscal management of funds.
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17. Closed Session
There were 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.

ATTEST

Gina Ramirez
Deputy Clerk of the Board

Michael Hennessey
Committee Chairman
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Committee Members Present Staff Present

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

Gene Hernandez Gina Ramirez, Deputy Clerk of the Board

Steve Jones James Donich, General Counsel

Michelle Steel OCTA Staff and Members of the General Public

Committee Members Absent
Donald P. Wagner
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 (Iltems 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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10.

11.

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.

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.

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.

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:

o Background;

o 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):
o OCTA is in the final round of collecting public feedback for the Study.
. Comments can be submitted online now through October 26" at
octa.net/beachstudy.
o The Study will be completed in February 2020.
25th Annual Economic Forecast:
. On October 30", 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
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To: Finance and Administration Committee ;
g W2 A
From: Darrell E. Johnson(Chief Executive Officef -
A = ',/’

Janet Sutter, Executive Directq
Internal Audit Department

Subject: Corporate Credit Cards, Internal Audit Report No. 20-504

Overview

The Internal Audit Department has completed an audit of corporate credit cards.
Based on the audit, controls to ensure transactions are valid, authorized, and in
compliance with policies and procedures, are generally adequate; however, one
recommendation has been made to clarify requirements for obtaining and
documenting approvals.

Recommendation

Direct staff to implement one recommendation provided in Corporate Credit
Cards, Internal Audit Report No. 20-504.

Background

Corporate credit cards are issued to members of Orange County Transportation
Authority (OCTA) management to facilitate payment of travel and business
expenses. Expenses may also be paid by the employee and submitted for
reimbursement through the Accounts Payable Department. OCTA maintains a
written Corporate Credit Card Policy (Policy), outlining proper use of the cards
and responsibilities for preparing and submitting monthly reconciliations of card
activity.

Discussion
Policies for approval of business meal and event table expenditures do not

specify when approvals must be obtained or how approvals are to be
documented. The Internal Audit Department (Internal Audit) recommended

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



Corporate Credit Cards, Internal Audit Report No. 20-504 Page 2

management update policies to provide additional guidance. Management
agreed and indicated that updates will be made in early January 2020.

Summary

Internal Audit has completed an audit of corporate credit cards and has offered
one recommendation for improvement.

Attachment

A. Corporate Credit Cards, Internal Audit Report No. 20-504

Prepared by: Approved by:

Gerry Dunning Janet Sutter
Senior Internal Auditor Executive Director, Internal Audit
714-560-5875 714-560-5591
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ORANGE COUNTY TRANSPORTATION AUTHORITY
INTERNAL AUDIT DEPARTMENT

Corporate Credit Cards

Internal Audit Report No. 20-504

December 23, 2019

risk analysis

advisory / consulting
objective
financial / compliance / controls
independent
operational / functional / performance

Internal Audit

Performed by Gerry Dunning, CIA, CISA, CFE, Senior Internal Auditor
Janet Sutter, CIA, Executive Director G 1 )

Distributed to:  Ken Phipps, Deputy Chief Executive Officer
Andrew Oftelie, Chief Financial Officer, Finance and Administration
Sean Murdock, Director, Finance and Administration
Ben Torres, Ann Marumoto, Jane Swanson
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ORANGE COUNTY TRANSPORTATION AUTHORITY
INTERNAL AUDIT DEPARTMENT
Corporate Credit Cards
December 23, 2019

Conclusion

The Internal Audit Department (Internal Audit) has completed an audit of corporate credit
cards. Based on the audit, controls to ensure transactions are valid, authorized, and in
compliance with policies and procedures, are generally adequate; however, one
recommendation has been made to clarify policies for obtaining and documenting
approvals.

Background

Corporate credit cards are issued to members of Orange County Transportation Authority
(OCTA) management to allow for payment of travel and business expenses. Expenses
may also be paid by the employee and submitted for reimbursement through the Accounts
Payable Department (Accounts Payable). OCTA maintains a written Corporate Credit
Card Policy (Policy), outlining proper use of the cards and responsibilities for preparing
and submitting monthly reconciliations of card activity. Cardholders are also required to
acknowledge receipt of OCTA’s Code of Conduct every two years.

OCTA administrative staff assist cardholders in assembling monthly reconciliations of
corporate card activity and in preparing expense reimbursement packages. Monthly
reconciliation packages, with supporting receipts, are submitted to the Deputy Chief
Executive Officer (DCEOQ), or his designee, for review and approval. The DCEO submits
his package to the Chief Executive Officer (CEO) for review and approval. Monthly
reconciliation packages must be submitted to the Accounts Payable for processing within
28 days of the statement date.

Objectives, Scope, and Methodology

The objective was to identify and test controls over corporate credit cards and to test card
activity for compliance with OCTA policies.

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.* The components and principles that were evaluated as part of this audit are:

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.
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e Control Environment
o The organization demonstrates a commitment to integrity and ethical values.
o Management establishes, with board oversight, structures, reporting lines, and
appropriate authorities and responsibilities in the pursuit of objectives.
¢ Risk Assessment
o The organization considers the potential for fraud in assessing risks to the
achievement of objectives.
e Control Activities
o The organization deploys control activities through policies that establish what is
expected and in procedures that put policies into action.
e Monitoring Activities
o The organization selects, develops, and performs ongoing and/or separate
evaluations to ascertain whether the components of internal control are present
and functioning.

The scope of the audit included credit card statements and related activity during the
period January 14 through September 14, 2019.

The methodology consisted of testing cardholder bi-annual acknowledgement of OCTA’s
Code of Conduct; identification and testing of controls over corporate card statement
reconciliations; and testing corporate card transactions for compliance with the Policy, the
Business Expense Policy (BE Policy), and the Travel Policy. Also, testing was performed
to ensure corporate credit card expenses were not duplicated in expense reimbursement
requests submitted during the same period.

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 Approval Requirements Should be Clarified

Policies outlining requirements for approval of business meals and purchase of event
tables should be clarified to specify how and when approvals are to be obtained and
documented. Forms used to document approvals should be referenced in the related

policy.

The BE Policy indicates that the purchase of complete tables at events is discouraged
and requires the approval of the CEO or DCEO, but does not outline requirements for
evidencing such approval. Similarly, the Travel Policy addresses business meal expenses
and outlines requirements for documenting the meal purpose and attendees, etc. and
recommends preapproval. Testing found that business meals are documented on a
Business Meal Expense form; however, pre-approval is not typically obtained, and the
Travel Policy makes no reference to the form.

Recommendation 1:

Management should update policies to provide additional guidance for obtaining and
documenting approvals.

Management Response:

Management agrees with the recommendation and will clarify the procedures for the
approval of business meals and purchase of complete tables. The Travel Policy will be
amended to remove the recommendation to obtain preapproval for business meals,
however reimbursements for business meals will still require approval as outlined in the
Policy. The BE Policy will be modified to include a procedure that will require written
authorization from the CEO or DCEO prior to the purchase of a complete table. The
procedure will also clarify the acceptable forms of written authorization, such as interoffice
memo, email, etc. Management anticipates implementing the changes in early
January 2020.
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Janet Sutter, Executive Director,
Internal Audit Department

Subject: Bus Marketing, Internal Audit Report No. 19-512

Overview

The Internal Audit Department has completed an audit of bus marketing
activities. Based on the audit, compliance with procurement and invoice review
procedures should be improved and documentation of marketing programs
should be enhanced. The Internal Audit Department has made three
recommendations to improve compliance and to better document marketing
program efforts and effectiveness.

Recommendation

Direct staff to implement three recommendations provided in Bus Marketing,
Internal Audit Report No. 19-512.

Background

The Internal Audit Plan for Fiscal Year (FY) 2018-19 included an audit of bus
marketing. The audit was identified at the annual risk assessment meeting
between the Internal Audit Department (Internal Audit) and the Executive
Director of External Affairs.

The Marketing and Customer Engagement Department (Department) is
responsible for public communications related to bus operations and marketing
of bus and Metrolink promotions and programs, such as the Angels Express
service, OC Flex, and mobile ticketing. Bus marketing project managers use a
combination of internal support staff and competitively-procured consultants to
implement marketing projects and programs.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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During FY 2018-19, expenditures for bus marketing communications and
promotions were approximately $1.1 million.

A documented Marketing Plan, including the purpose, goals and objectives,
target audience, timeline, and evaluation criteria, for each marketing
project/program is required.

Discussion

Evaluation of procurement activities of the Department noted that contracts are
frequently issued for short, one to two-year terms, and for values just below the
threshold requiring Board of Directors’ approval. In addition, multiple contracts
with the same firm were issued during overlapping time periods. Internal Audit
recommended management revise practices to combine contracts for similar
services and issue contracts for recurring services for longer time periods.
Management agreed and indicated that practices are being revised, project
management training will be obtained, and additional controls over the
procurement process have been implemented.

Internal Audit also identified weaknesses in the invoice review process, including
the use of pre-typed invoice review checklists. Several invoices lacked required
information and/or included costs not covered by the contracts. Internal Audit
recommended that management provide training to project managers
responsible for invoice review and approval. Management agreed and indicated
that a program controls review has been implemented effective November 2019,
and project management training will be provided.

Finally, Internal Audit found that compliance with Department procedures for
development, execution, and approval of marketing programs was not always
documented and evident. Internal Audit recommended written procedures be
reviewed with project managers and documentation, including source and
support for program evaluation criteria and results, be maintained. Management
agreed to update procedures accordingly and to provide training.

Summary

Internal Audit has completed an audit of bus marketing activities and has offered
three recommendations for improvement.
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Attachment

A. Bus Marketing, Internal Audit Report No. 19-512

Prepared by:
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Gerald Dunning
Senior Internal Auditor
714-560-5875

Approved by:

JanetJSutter
Executive Director, Internal Audit

714-560-5591
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Internal Audit
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Conclusion

The Internal Audit Department (Internal Audit) of the Orange County Transportation
Authority (OCTA) has completed an audit of bus marketing activities. Based on the audit,
compliance with procurement policy and invoice review procedures should be improved,
and documentation of marketing programs should be expanded. Internal Audit has made
three recommendations to improve compliance and to better document marketing
program efforts and effectiveness.

Background

The Marketing and Customer Engagement Department (Department) within the External
Affairs Division, is responsible for public communications related to bus operations and
marketing of bus and Metrolink promotions and/or new programs, such as the Angels
Express service, OC Flex, and the implementation of mobile ticketing. Bus marketing
staffing within the Department includes a manager, section manager, and three marketing
specialists that act as project managers for the various bus marketing programs. Bus
marketing project managers use a combination of internal support staff and consultants
to implement marketing projects.

During fiscal year (FY) 2018-19, expenditures for bus marketing communications and
promotions was approximately $1.1 million. The budget includes bus book design and
printing, diversity outreach efforts, targeted bus route promotions, and promotions specific
to the OC Fair Express, OC Flex, Bravo, Mobile Ticketing, and the Summer Youth
programs, among others.

Department procedures require a Marketing Plan (Plan) be developed and documented
for each marketing program, including the purpose, goals and objectives, target audience,
elements, timeline, and evaluation criteria. The procedures include, but are not limited to,
approval of the Plan by the Department manager, development and approval of a budget,
and periodic traffic reports documenting project status. Finally, projects should include
documented evaluation of the results, using criteria and measurements outlined in the
Plan.

The Department maintains time-and-expense contracts with several consultants to assist
in developing and executing marketing promotions.
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Objectives, Scope, and Methodology

The objectives were to evaluate bus marketing operations and to assess and test controls
in place to ensure compliance with procurement and invoice review policies and contract
terms.

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 testing a judgmental sample of 3 (out of 12) open contracts,
with a bias toward the larger-value contracts, for compliance with selected procurement
policies and procedures; evaluation of open contract terms and values; testing a
judgmental sample of 40 invoices, with a bias toward including 20 percent of the invoices
against each of six contracts, for compliance with invoice review procedures and contract
terms; and testing of a judgmental sample of five marketing programs, with a bias toward
including different programs/promotions, for compliance with marketing plan policies and
procedures.

The scope was limited to bus marketing activities and invoices during FY 2017-18 and
2018-19, and open bus marketing contracts as of May 2019.

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

Procurement Practices Should be Improved

Evaluation of the Department’s procurement activities noted that contracts are frequently
issued at or below $250,000 (the maximum level before Board of Director’'s approval is
required) and often for short, one or two-year terms. In addition, multiple contracts with
the same firm have been issued during overlapping time periods. In most cases, if only
one contract were used to provide all marketing services, the contract maximum would
exceed $250,000.

Recommendation 1:

Management should revise practices to ensure that contracts for similar services are
combined and contract terms are set for longer periods when recurring services are
sought. Management should train staff and perform monitoring, to ensure procurements
are not being designed to fall under approval thresholds.

Management Response:

Management concurs and has begun to implement practices to have longer terms and
consolidate future contracts for similar services to support Bus Marketing needs. External
consulting expertise will be procured to provide Project Management training and provide
updated guidance to staff. Management has additionally implemented an updated and
streamlined requisition process with added controls that will ensure procurements are not
being designed to fall under approval thresholds.

Invoice Review Practices Should be Improved

Invoice Review Checklists, used to document verification of invoice elements against
contract terms, appear to be pre-typed templates that do not represent actual validation
of charges.

All invoices were accompanied by Invoice Review Checklists that were completed and
approved, indicating that charges were adequately supported and that labor rates and
Other Direct Cost (ODC) charges were consistent with contract terms; however, Internal
Audit noted several exceptions, as follows:

e Several invoices tested included ODC’s that were not covered by the contract;
however, the accompanying Invoice Review Checklists indicated that ODC’s were
“per contract rate schedules”.
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e Invoices for labor charges did not identify staff names (or other support to allow for
validation of hours) as required by the contract; however, accompanying Invoice
Review Checklists indicate “Employee labor hours being invoiced are adequately
supported”.

¢ Invoices that included only ODC'’s or only labor were accompanied by Invoice Review
Checklists that indicate both ODC’s and labor charges were verified.

e Several invoices lacked required elements, such as a signed certification that the
invoice is a true, complete, and correct statement of reimbursable costs, and the
relevant contract number.

Recommendation 2:

Management should undergo training to reiterate the responsibilities of those charged
with reviewing and approving invoices. Invoice Review Checklists should be blank and
completed as invoices are reviewed.

Management Response:

Management agrees and has implemented a Program Controls function for all Marketing
and Customer Engagement contracts in November 2019. This new function will ensure
thorough and accurate reviews, approvals, and payments of contract invoices.
Additionally, external consulting expertise will be procured to provide Project
Management training and provide updated guidance to staff.

Compliance with Program Administration Procedures Should be Documented

Discussion with project and Department management, and review of the files for five
marketing promotions noted that compliance with all Department procedures for
development, execution, and approval of marketing programs is not always evident and
documented.

Department procedures outline requirements for each marketing program, including
development of a documented Plan, obtaining approval of the Plan, obtaining consultant
budget estimates prior to start of work, final art approval, maintenance of traffic reports
reflecting project status, and documented evaluation of results. The promotions tested
did have written Plans, however, budget estimates and required approvals were not
documented. Also, there was no evidence of regular traffic reports prepared to reflect the
status of projects. Finally, the source and support of Plan evaluation criteria was not
maintained in the files.
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Recommendation 3:

Internal Audit recommends written procedures be reviewed with project managers and
management require documented compliance with requirements. In addition,
documentation should include the source and support of stated evaluation criteria and
related results.

Management Response:

Management concurs. With the assistance of external consulting expertise, Management
will evaluate and update the current processes and procedures manual to reflect current
needs and work environment to include the source and support of stated evaluation
criteria and related results. It is expected that the new processes, procedures, and training
will be completed the end of December 2020.
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Janet Sutter, Executive Director,
Internal Audit Department

Subject: 91 Express Lanes Master Custodial Account and Revenue
Allocation, Internal Audit Report No. 19-514

Overview

The Internal Audit Department has completed an audit of 91 Express Lanes
Master Custodial Account activities and revenue allocation. Based on the audit,
revenues are allocated to the Orange County Transportation Authority in
accordance with the cooperative agreement between the Orange County
Transportation Authority and the Riverside County Transportation Commission.
The audit also found controls over wire transfers from the 91 Express Lanes
Master Custodial Account are adequate and effective.

Recommendation

Receive and file 91 Express Lanes Master Custodial Account and Revenue
Allocation, Internal Audit Report No. 19-514, as an information item.

Background

In 2008, the Riverside County Transportation Commission (RCTC) received
authority to extend the 91 Express Lanes from the Riverside County Line to
Interstate 15. This section of the 91 Express Lanes opened in 2017, providing
customers with eight additional miles of travel-time certainty. The Orange County
Transportation Authority (OCTA) and RCTC entered into an agreement with the
current 91 Express Lanes operator, Cofiroute USA (Cofiroute), to service both
segments of the 91 Express Lanes.

OCTA, RCTC, and Bank of the West entered into a Master Custodial
Account (MCA) Agreement in 2017, with Bank of the West serving as the
account custodian. OCTA and RCTC also entered into a cooperative agreement
(Cooperative Agreement) in December 2011. This agreement, along with a

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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detailed revenue-split schedule, outlines how revenues are to be allocated
between OCTA and RCTC. As the 91 Express Lanes operator, Cofiroute tracks
all trip activity through its Revenue and Account Management System, which is
configured to allocate revenues by agency in accordance with the Cooperative
Agreement. Tolls and violation fees collected for trips registered on the OCTA
91 Express Lanes side are assigned to OCTA, while tolls and violation fees
collected for trips registered on the RCTC side are assigned to RCTC. Other
administrative fees, miscellaneous non-toll revenue, and bad debt expenses are
allocated by Cofiroute according to the Cooperative Agreement and detailed
revenue-split schedule. OCTA’s share of the revenues from the MCA averaged
$4.8 million per month during the audit period.

Discussion

The audit of the 91 Express Lanes MCA was included in the Fiscal Year 2018-19
Internal Audit Plan to evaluate controls and test activities to ensure proper
allocation and deposit of revenues to OCTA. Internal Audit performed testing of
revenues received and allocated from the 91 Express Lanes MCA to OCTA’s
91 Express Lanes Operating Account and found that revenues were allocated in
accordance with the Cooperative Agreement between OCTA and RCTC.
Internal Audit also performed an assessment and testing of the MCA wire
transfer control environment and determined that controls in place were
adequate and effective.

Summary

Internal Audit has completed an audit of 91 Express Lanes MCA and Revenue
Allocation.

Attachment

A. 91 Express Lanes Master Custodial Account and Revenue Allocation,
Internal Audit Report No. 19-514

Prepared by: Approved by:
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Ricco Bonelli Janet Sutter
Principal Internal Auditor Executive Director, Internal Audit
714-560-5384 714-560-5591
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Conclusion

The Internal Audit Department (Internal Audit) has completed an audit of 91 Express
Lanes Master Custodial Account (Custodial Account) activities and revenue allocation.
Based on the audit, revenues are allocated to the Orange County Transportation Authority
(OCTA) in accordance with the account agreement and the cooperative agreement
between OCTA and the Riverside County Transportation Commission (RCTC). The audit
also found controls over wire transfers from the Custodial Account are adequate and
effective.

Background

The 91 Express Lanes is a four-lane, 18-mile toll road built in the median of State
Route (SR) 91 (SR-91) between the SR-55/SR-91 interchange and the SR-91/Interstate (I) 15
(I-15) interchange. The 91 Express Lanes uses congestion management pricing to adjust tolls
guarterly based on the number of vehicles utilizing the toll road. Motorists pay tolls via a
transponder that automatically deducts the toll amount from a prepaid account.

In 2008, the RCTC received authority to extend the 91 Express Lanes to I-15. This section
of the 91 Express Lanes opened in 2017, providing customers with eight additional miles
of travel time certainty. OCTA and RCTC entered into an agreement with the current
91 Express Lanes operator, Cofiroute USA (Cofiroute), to service both segments of the
91 Express Lanes.

OCTA, RCTC, and Bank of the West entered into a Master Custodial Account Agreement
(MCA Agreement) in 2017, with Bank of the West serving as the custodian for the
Custodial Account. Deposits into the Custodial Account include all revenues and
transponder-holder deposits received by the custodian in connection with the 91 Express
Lanes, which refer jointly to the OCTA 91 Express Lanes and the RCTC 91 Express
Lanes.

OCTA and RCTC also entered into a cooperative agreement (Cooperative Agreement) in
December 2011. This agreement, along with a detailed revenue-split schedule, outlines
how revenues and bad debt expenses are allocated between OCTA and RCTC. As the
91 Express Lanes operator, Cofiroute tracks all trip activity on the 91 Express Lanes
through its Revenue and Account Management System (RAMS). RAMS is configured to
track trip activity by agency (OCTA or RCTC) in order to allocate revenues in accordance
with the Cooperative Agreement. Tolls and violation fees collected for trips registered on
the OCTA 91 Express Lanes side are assigned to OCTA, while tolls and violations fees
collected for trips registered on the RCTC side are assigned to RCTC. Other
administrative fees, miscellaneous non-toll revenue, and bad debt expenses are allocated
according to the Cooperative Agreement and detailed revenue-split schedule.
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In accordance with the MCA Agreement, funds in the 91 Express Lanes account are
disbursed to the designated OCTA and RCTC operating bank accounts. Each business
day, Cofiroute staff prepare a daily wire package. The package consists of wire transfer
instructions for the Bank of the West and journal entries for OCTA and RCTC recording
the daily prepaid tolls, deposits, and miscellaneous revenue and bad debt expense
activity. Detailed documentation of daily activity by agency is provided to support the
journal entries.

When the daily wire packages are received from Cofiroute, OCTA Accounting Department
(Accounting) staff review the journal entries for accuracy and completeness, agree the
journal entries to the supporting documentation, and confirm the wire transfer amount
was deposited into the OCTA 91 Express Lanes Toll Revenue Account. Accounting staff
prepare the journal entries to record the daily wire transfers. On a monthly basis,
Accounting staff perform bank account reconciliations for both the Custodial Account and
the 91 Express Lanes Toll Revenue Account.
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Objectives, Scope, and Methodology

The objectives were to assess the adequacy and effectiveness of controls over wire
transfers from the Custodial Account and to determine whether 91 Express Lanes
revenues were allocated to OCTA in accordance with the MCA Agreement and the
Cooperative Agreement between OCTA and RCTC.

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 an evaluation of controls over the wire transfer process,
testing of controls for appropriate authorization and correct beneficiary bank account
information, and testing of wire transfer disbursements for accuracy, adequate support,
and compliance with revenue sharing agreed to in the Cooperative Agreement between
OCTA and RCTC. The methodology also included testing of bank account reconciliations
for compliance with OCTA policy.

The scope was limited to evaluation and testing of controls related to compliance with the
MCA Agreement and the Cooperative Agreement between OCTA and RCTC. The scope
included a judgmental sample of 40 wire transfers made from January 1, 2018 through
June 30, 2019. The sample was selected to ensure at least two wire transfers were
selected for each month during the 18-month period. Since the sample was
non-statistical, any conclusions are limited to the sample items tested.

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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Maintenance of a Xerox Nuvera 144 EA Production Press

Overview

As part of the Orange County Transportation Authority’s Fiscal Year 2019-20
Budget, the Board of Directors approved the acquisition of a new high-production
digital press to replace the 2003 Xerox Docutech 6135 press that has reached
the end of its useful life. The new Xerox Nuvera 144 EA is compatible with the
existing fleet of Xerox equipment used by the Orange County Transportation
Authority. Staff is requesting a sole source agreement with Xerox for the
purchase of the press.

Recommendation

Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-9-1771 between the Orange County Transportation
Authority and Xerox Corporation, in the amount of $175,340, for the purchase of
a Xerox Nuvera 144 EA Production Press, training, and maintenance.

Background

The Orange County Transportation Authority (OCTA) currently owns four Xerox
Corporation (Xerox) production presses. The presses are used for high-volume
copying, including material for outreach, service changes, budget documents,
Riders Alerts, presentation and marketing materials, as well as Board of
Directors (Board) and Committee agendas. Over the past five years OCTA has
experienced fifteen percent growth in print production to over 6.8 million
impressions per year.

To support the four production presses, OCTA uses Xerox’s exclusive Freeflow
software to manage the production of the print jobs. The Xerox Freeflow
software allows the technicians to scan the printed material into a main computer

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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and then disburse the jobs to any of the four production presses. The Freeflow
software creates a cohesive and integrated Xerox production system.

Discussion

OCTA currently has a Xerox Docutech black and white production press that has
exceeded its useful life. The Xerox 6135 Docutech was purchased in 2003 and
serves as the main black and white production press. The recommended useful
life for the Docutech press given the number of annual prints is seven years, but
OCTA has been able to get an additional nine years of service from the machine.
However, the frequency of break downs with the machine has increased and has
reached twice per month. In addition, the Xerox 6135 Docutech press is no
longer in production and, as a result, parts have become more difficult for the
manufacturer to obtain for repairs. As a result, downtime for the machine has
increased from one to two hours to two to three days. This has resulted in delays
in production jobs or increased cost when the job needs to be printed on a color
press, which costs ten times the amount per impression. Currently, a black and
white impression costs approximately half a cent per impression, whereas
printing a color impression costs approximately five cents per impression. The
replacement of the Docutech 6135 with a new Xerox Nuvera 144 EA will also
provide a higher-quality finished product based on the Nuvera 144 EA providing
twice the resolution quality.

Procurement Approach

This procurement was handled in accordance with OCTA Board-approved
policies and procedures for a sole source procurement. Xerox is the exclusive
owner of all proprietary rights for Xerox printers and is also the sole entity able to
provide the Freeflow software, training, and maintenance. Therefore, Xerox meets
OCTA's criteria for a sole source procurement. Awarding this contract to Xerox
will allow OCTA to keep pace with user demands and evolutions in printing
technology.

The Xerox proposal was reviewed by staff from the Contracts Administration and
Materials Management and the General Services departments to ensure
compliance with the contract terms and conditions, as well as the technical
requirements. Based on the technical review, financial status, and vendor
performance, Xerox is deemed responsible. In accordance with OCTA'’s sole
source procurement procedures, a sole source procurement over $50,000
requires OCTA’s Internal Audit Department (Internal Audit) to conduct a price
review of the proposed pricing from Xerox. Internal Audit concluded that Xerox
provided OCTA with fair and reasonable pricing for the Xerox Nuvera 144 EA
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Production Press, maintenance, and training based on historical contracted
rates.

Fiscal Impact

The project was approved in OCTA’s Fiscal Year 2019-20 Budget, Finance and
Administration, General Services, Account 1291-9026-A5300-OKE, and is
funded with local funds.

Summary

Based on the information provided, staff recommends the Board authorize
the Chief Executive Officer to negotiate and execute sole source Purchase
Order No. C-9-1771 between the Orange County Transportation Authority and
Xerox Corporation, in the amount of $175,340, for the purchase of a
Xerox Nuvera 144 EA Production Press, training, and maintenance.

Attachment
None.
Prepared by: . Approved by:
4 G,
) g S e -
Sara Belovsky Andrew Oftelie
Section Manager, Chief Financial Officer,
General Services Finance and Administration
(714) 560-5720 (714) 560-5649
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Virginia Abadessa

Director, Contracts Administration and
Materials Management

(714) 560-5623
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January 8, 2020

/'/ //(/\
To: Finance and Administration Committee o
(— '..,‘ - il /,
From: Darrell E. Johnson, CHief Executive Of‘fi,,ce'r
Subject: Agreement for the Purchase of Modular Systems and Ancillary

Furniture

Overview

In October 2019, the Orange County Transportation Authority issued an
invitation for bids for the purchase, installation, reconfiguration, and maintenance
of modular systems and ancillary furniture. Staff is requesting approval to
execute a purchase order for needed modular systems and ancillary furniture.

Recommendation

Authorize the Chief Executive Officer to negotiate and execute
Purchase Order No. C-9-1652 between the Orange County Transportation
Authority and Western Office, in the amount of $990,000, to provide services for
the purchase of modular systems and ancillary furniture for a two-year term.

Discussion

The Orange County Transportation Authority (OCTA) administrative offices
relocated to its current location in 1993. At that time, existing modular furniture
was purchased to fit the new building configuration to accommodate staff, and
some conference room tables, chairs, and desk chairs were transferred from the
former administrative offices.

OCTA’s current furniture product is over 26 years old and no longer complies
with today’s ergonomic and environmental workplace standards. The majority of
electrical components housed inside the panel systems are showing significant
signs of aging. As of February 2019, the current furniture model was
discontinued and OCTA is now limited in its ability to make ergonomic changes
to existing layouts given the limited number of replacement parts available.

This request is two-fold and includes funds to replace the furniture in nineteen
conference rooms to include new technology tables and seating at the

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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Administration building and Garden Grove Maintenance and Annex buildings.
The balance of the funds will be used to begin a phased approach to replace the
office panel system at the Administrative building on a floor-by-floor basis.
OCTA anticipates the replacement of the furniture for the nineteen conference
rooms to be approximately $751,200. It is anticipated that the cost to replace
panels and electrical components for each floor will be approximately $100,000
per floor. The balance of the funds from this procurement will allow OCTA to
replace the panel systems and electrical components for two floors, which would
be completed over a one to two-year time period.

As OCTA purchases new panel systems, it is anticipated that the majority of
existing work surfaces and storage units will continue to be used. Only those
work surfaces and storage units that show significant signs of wear will be
replaced. The new proposed panel system meets current Americans with
Disabilities Act requirements, which call for electrical components to be located
at the desk or surface level, making the setup of computers or electrical
equipment ergonomically compliant. As the current systems are replaced, the
existing furniture will be sold as surplus.

Staff anticipates budgeting the replacement of the panels and electrical
components for the remaining floors beginning in fiscal year 2021-22. It is
anticipated that it will take four years to complete the replacement of the panels
and electrical components for the remaining eight floors.

Procurement Approach

This procurement was handled in accordance with OCTA’s Board of Directors
(Board)-approved procedures for materials and equipment greater than $50,000.
These procedures, which conform to both federal and state requirements, are
used when minimum requirements can be clearly specified and, therefore, the
lowest price is the only criterion for choosing among the bidders who are
responsive and responsible after a sealed bid process.

On October 10, 2019, Invitation for Bids (IFB) 9-1652 was issued electronically
on CAMM NET. The project was advertised on October 10 and 16, 2019, in a
newspaper of general circulation. On October 30, 2019, one bid was received
and publicly opened.

The bid was reviewed by staff from Contracts Administration and Materials
Management (CAMM) and General Services departments to ensure compliance
with legal requirements and technical specifications. The bidder and bid amount
is presented below:
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Firm and Location Bid Amount

Western Office $990,000
Los Angeles, California

In accordance with OCTA procurement policies and procedures, a single bid
received for a procurement over $50,000 requires the OCTA Internal Audit
Department to conduct a review to determine if there was adequate competition.
In addition, CAMM contacted several vendors from the bid list to inquire why they
did not submit bids. The firms stated that they did not submit a bid due to several
reasons, which include: some firms not having the resources needed for this
project, some companies no longer in business, and others were not able to
provide competitive pricing.

Western Office, the incumbent vendor, is providing OCTA with fair and
reasonable pricing, based on historical, as well as current contract rates for
similar products and services.

The purchase order will be for a two-year term with a not-to-exceed amount of
$990,000. The IFB requires award to the lowest responsive, responsible bidder.
As such, staff recommends award to Western Office.

Fiscal Impact

The project is included in OCTA’s proposed Fiscal Year 2019-20 Budget,
Finance and Administration Division, General Services, Accounts
1290-A5310-1NX-7611 and 1290-A0001-1P3-7662, and is funded through the
General Fund.

Summary

Based on the information provided, staff recommends the Board authorize the
Chief Executive Officer to negotiate and execute Purchase Order No. C-9-1652
with Western Office in the amount of $990,000 for the purchase, installation,
reconfiguration, and preventative maintenance of systems and ancillary
furniture.
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Attachment

None.

Prepared by:

Approved by:

\
D o S

Sara Belovsky
Section Manager,
General Services
714-560-5720

S s 7 S . .
& .

Virginia Abadessa

Director, Contracts Administration and
Materials Management

714-560-5623

Andrew Oftelie

Chief Financial Officer,
Finance and Administration
714-560-5649
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To: Finance and Administration CommitteeL" y/
From: Darrell E. Johnson, Chief E_xeodtivé Officer”
o
Subject: Orange County Transportation Authority Investment and Debt

Programs Report — November 2019
Overview

The Orange County Transportation Authority has a comprehensive investment
and debt program to fund its immediate and long-term cash flow demands. Each
month, the Treasurer submits a report detailing investment allocation,
performance, compliance, outstanding debt balances, and credit ratings for the
Orange County Transportation Authority’s debt program. This report is for the
month ending November 30, 2019. The report has been reviewed and is
consistent with the investment practices contained in the Investment Policy.

Recommendation
Receive and file as an information item.
Discussion

As of November 30, 2019, the Orange County Transportation
Authority’s (OCTA) outstanding investments totaled $2.06 billion. The portfolio
is divided into three managed portfolios: the liquid portfolio for immediate cash
needs, the short-term portfolio for future budgeted expenditures, and the bond
proceeds portfolio to meet Measure M2 transportation program needs. In
addition to these portfolios, OCTA has funds invested in debt service reserve
funds for the 91 Express Lanes Program.

The weighted average book yield for the OCTA portfolio is 2.2 percent. The book
yield measures the exact income, or interest, on a bond without regard to market
price change. The yield is the income return on an investment, such as the
interest received from holding a particular security. The vyield is usually
expressed as an annual percentage rate based on the investment's cost and
market value.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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Programs Report — November 2019

The OCTA’s month-end balance in the Local Agency Investment Fund was
$10,743,844, with an average monthly effective yield of 2.1 percent. The OCTA’s
month-end balance in the Orange County Investment Pool (OCIP) was
$13,974,507. For the month of October, the monthly gross yield for the OCIP
was 2.2 percent. Yields for the month of November will be received in December.

OCTA’s debt portfolio had an outstanding principal balance of $1.01 billion as of
November 30, 2019. Approximately 63 percent of the outstanding balance is
comprised of M2 debt, nine percent is associated with the 91 Express Lanes
Program, and 28 percent is for the Transportation Infrastructure Finance and
Innovation Act Loan.

Summary

The Treasurer is submitting a copy of the Orange County Transportation
Authority Investment and Debt Programs report to the Finance and
Administration Committee. The report is for the month ending
November 30, 2019.

Attachment

A. Orange County Transportation Authority Investment and Debt Programs
— For the Period Ending November 30, 2019.

Prepared by: Approved by:

7 Jw P 1

f Lé X L " |- ] ] 7
Robert Davis Andrew Oftelie
Department Manager Chief Financial Officer
Treasury/Public Finance Finance and Administration

(714) 560-5675 (714) 560-5649
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Treasury/Public Finance Department's
Report On

Orange County Transportation Authority
Investment and Debt Programs

e e

Presented to the
Finance and Administration Committee

For The Period Ending
November 30, 2019
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Investment Profile

Type of Amount
Portfolio / Managers Depository Role Investment ($ Millions)
LIQUID PORTFOLIO:
OCTA BNY Mellon Trustee Cash $ 84.6
OCTA Bank of the West Broker Cash 271
OCTA U.S Bank Trustee Cash 0.0
California State Treasurer LAIF Custodian Per LAIF Investment Policy 10.7
Orange County Treasurer OCIP Custodian Per OCIP Investment Policy 14.0
Subtotal OCTA Liquid Portfolio $ 136.5
SHORT-TERM PORTFOLIO:
Investment Managers
MetLife Investment Management Union Bank Custodian Per OCTA Investment Policy $ 380.9
Chandler Asset Management Union Bank Custodian Per OCTA Investment Policy 380.8
Payden & Rygel Investment Counsel Union Bank Custodian Per OCTA Investment Policy 386.9
PFM Asset Management Union Bank Custodian Per OCTA Investment Policy 382.8
Subtotal Short-Term Portfolio (Investment Managers) $ 15314
BOND PROCEED PORTFOLIO:
OCTA Bank of Nova Scotia  Custodian  Per Measure M2 Bond Indenture  $ 283.5
OCTA BNY Mellon Trustee Per Measure M2 Bond Indenture 80.6
Subtotal OCTA Bond Proceeds Portfolio $ 364.1
RESERVE FUNDS PORTFOLIO:
91 Express Lanes 2013 Ref. Bonds U.S Bank Trustee Commercial Paper $ 1.4
91 Express Lanes 2013 Ref. Bonds Bank of the West Trustee Commercial Paper 10.4
91 Express Lanes 2013 Ref. Bonds Bank of the West Trustee Commercial Paper 3.1
Bank Deposits/Cash 0.2
Subtotal OCTA Reserve Funds Portfolio $ 25.0
$ 2,057.0

TOTAL

I-2



Investment Manager Diversification and Maturity Schedules

MetLife Investment Management

11/30/2019

SHORT-TERM PORTFOLIO ( $380.9 M)

Medium
Term Book Market
Maturity M
Notes Mad(eot;:%tual Va—]ue' m
17.1% Funds Mortg & Asset
0.7% Backed Sec U.S., Federal Agencies & GSEs $ 167,499,978.06 $ 168,457,625.28
S / L Municipal Debt $ 3136920250 $ 31,292,954.25
Municipal Supranationals ~ Bankers Acceptances $ -8 -
8.2% 3.8% Commercial Paper $ - $ -
Negotiable Certificates of Deposit $ - $ -
Repurchase Agreements $ - $ -
Medium Term Maturity Notes $ 64,957,527.07 $ 65,886,431.20
) Money Market/Mutual Funds $ 2,773,753.28 § 2,773,753.28
s Mortg & Asset-Backed Securities $ 63,446,877.85 $ 63,899,149.64
Rate Supranationals $ 14,319,780.00 $ 14,360,663.70
Seg‘g;/i'es Joint Powers Authority Pools 3 - $ -
us., ’ Variable & Floating Rate Securities $ 36,499,181.46 $ 36,516,697.12
Federal
Ag:n(;{eas &
o $ 380.866,300.22 $ 383.187.274.47
44.0%
200
Monthly Return 0.05%
TSY Benchmark  -0.03% 180
Gov/Corp Benchmark -0.01% 160
Fiscal YTD Retun  3.96% o
TSY Benchmark 4.51% 120
Gov/Corp Benchmark  4.73% 6
12 Month Return 3.74% 80
TSY Benchmark ~ 4.15% &
Gov/Corp Benchmark ~ 4.40%
40
20
<1yYr 1-2Yrs 2-3Yrs 3-4Yrs 4-5Yrs




Investment Manager Diversification and Maturity Schedules

PFM
11/30/2019

SHORT-TERM PORTFOLIO ( $382.8 M)

Medium Term Book Market
Negotiable Maturity Notes Value Value
Certificates of 24.6%
Deposit Money
2.0% At e U.S., Federal Agencies & GSEs ~ $ 191,724,534.95 $ 194,376,845.00
I 0.2% Municipal Debt % - % -
Bankers Acceptances $ - $ -
C°g;'“:fr°ia' »_ Commercial Paper $ 13,428,878.00 $ 13,490,040.00
3,5p% Mortg & Negotiable Certificates of Deposit $  7,750,000.00 $  7,764,143.75
Baost..  Repurchase Agreements $ - $ -
18.5% Medium Term Maturity Notes $ 9432203445 $ 95496,057.20
Money Market/Mutual Funds $ 653,094.55 § 653,094.55
Mortg & Asset-Backed Securites $ 70,977,16429 $ 71,597,017.15
Supranationals $ - $ -
) Joint Powers Authority Pools $ - $ -
Fleat kee  Variable & Floating Rate Securities $  3,948,792.16 $  3,849,802.28
Agencies & GoH Seeuridss
s0-1% $ 382,804.408.40 $ 387.226,999.93
Monthly Return ~ 0.02% 200
TSY Benchmark  -0.03%
Gov/Corp Benchmark  -0.01% 10
160
Fiscal YTD Return  4.12% 140
TSY Benchmark  4.51% 130
Gov/Corp Benchmark  4.73% 100
12 Month Return ~ 4.51% g0
TSY Benchmark  4.15% 60
Gov/Corp Benchmark  4.40% a
m ™
ErSae |
<1¥Yr 1-2Yrs 2-3Yrs 3-4Yrs 4-5Yrs




Investment Manager Diversification and Maturity Schedules

Chandler Asset Management
11/30/2019

SHORT-TERM PORTFOLIO ($380.8 M)

Commercial Negotiable

Certificates of ~ Medium Term
Papuer et Maturity Notes Book Market
2.0% Deposit o
1.4% 2.1% Value Value

Municipal . ;
Deb:J U.S. Federal Agencies & GSEs $ 255,177,282.38 $ 258,355,699.40
0.8% Money Municipal Debt $ 3,000,000.00 $ 2,996,910.00

Market/Mutual
Funds Bankers Acceptances $ - $ -
0.4% Commercial Paper $ 7.431,083.33 § 7,442,250.00
/ Negotiable Certificates of Deposit $ 5,213,326.58 $ 5,216,825.25
) Repurchase Agreements $ -3 s
Medium Term Maturity Notes $ 87,799,752.91 $  89,552,310.61
Mortg & Money Market/Mutual Funds $ 1,707,795.16 $ 1,707,795.16
Asset Mortg & Asset-Backed Securities $ 20,503,137.99 $  20,564,359.50
Backed Sec Supranationals $ - $ -
4% Joint Powers Authority Pools $ - $ -
U.S., Fdderal Variable & Floating Rate Securities $ - $ -
Agencies

$ 38083237835 $ 385.836.149.92

Monthly Return -0.01%
TSY Benchmark -0.03% 200
Gov/Corp Benchmark -0.01% 180

160

Fiscal YTD Return 4.02%

TSY Benchmark 4.51% 140
Gov/Corp Benchmark 4.73% 120
100
12 Month Return  4.40%
TSY Benchmark 4.15% &
Gov/Corp Benchmark 4.40% 60
40
20
; |

<1Yr 1-2Y¥rs 2-3Yrs 3-4Yrs 4-5Yrs




Investment Manager Diversification and Maturity Schedules

Payden & Rygel
11/30/2019

SHORT-TERM PORTFOLIO ($386.9 M)

Medium Term
. 4 Money
Municipal Debt Ma“;g‘éy‘"es Market/Mutual
D Funds
0.4%

Mortg &
Asset-

Jr /

Backed
Securities
12.0%

U.S. Federal
Agencies &
GSEs
51.9%

Variable & Floating
Rate Securities
7.5%

U.S. Federal Agencies & GSEs
Municipal Debt

Bankers Acceptances
Commercial Paper

Negotiable Certificates of Deposit

Repurchase Agreements
Medium Term Maturity Notes

Money Market/Mutual Funds

Mortg & Asset-Backed Securities
Supranationals

Joint Powers Authority Pools
Variable & Floating Rate Securities

Book
Value

200,647,717.20
37,009,725.88

72,065,406.63
1,665,443.62
46,391,500.15

$
$
$
$
$
$
$
$
$
$
$
$

29,113,975.85

§ 386.893.769.33

Market
Value

200,835,494.09
37,221,035.95

72,563,076.57
1,665,443.62
46,776,125.13

3
$
$
$
$
$
$
$
$
$
$
$

29,231,823.19

$_388,202,908.55

Monthly Return  0.02%

TSY Benchmark -0.03% 220

Gov/Corp Benchmark -0.01% 200

Fiscal YTD Return

TSY Benchmark

Gov/Corp Benchmark

12 Month Return

TSY Benchmark

Gov/Corp Benchmark

<1Yr

1-2Y¥rs

180
3.92% 160
4.51% 140
4.73% 120
100
4.33% 80
4.15% 60
4.40% &0
N e |

2-3Yrs

3-4Yrs

4-5Yrs
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Short-Term Portfolio
11/30/2019

Negotiable Certificates

of Deposit
0.8%

Commercial Paper
1.4%

Municipal Debt

4.7%

Portfolio Composition

Medium Term Maturity Notes Mortg & Asset-Backed Sec

20.8% Money Market/Mutual Funds 13.1%
0.4% Supranationals
0.9%

Variable & Floating Rate
Securities
4.5%

U.S. Federal Agencies & GSEs
53.2%

Maturity Schedule

900.0 -
850.0

7500
700.0 -
650.0
600.0
5500 -
500.0 -
450.0

400.0
350.0
300.0 -
250.0
200.0 -
150.0 +
100.0 -
50.0

291.3

504.7
470.8

220.5

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

O
NI
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Short-Term Portfolio Performance
11/30/2019

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

6.00% -

5.00%

4.00%

3.00%

2.00%

1.00%

0.00% : ——y ; ; ; e ;
eoﬁ’ 0&»“’ \é\,«? qu,«? @@"\9 vQ‘e &x@ \é\‘% \0\,«9 v"é) 5@(}&” 06\9 e°°®
——=(ML) ~@=(CAM) —4~(PFM) =(PR) =#=(BAML1-3) -o-(BAMLGC)

MetLife Chandler Public Payden & ICE/BAML BAML 1-3 Yr
Investment Mgmt Asset Mgmt  Fin Mgmt Rygel 1-3YrTrsy  Gov/Corp
(ML) (CAM) (PFM) (PR) (BAML 1-3) (BAMLGC)
Nov-18 0.93% 1.03% 1.02% 1.22% 0.80% 0.88%
Dec-18 1.47% 1.67% 1.67% 1.83% 1.58% 1.64%
Jan-19 2.13% 2.29% 2.41% 2.39% 2.15% 2.25%
Feb-19 244% 2.54% 2.67% 2.62% 2.29% 2.46%
Mar-19 2.71% 2.97% 3.12% 3.11% 2.72% 2.94%
Apr-19 3.02% 3.26% 3.45% 3.32% 3.08% 3.27%
May-19 3.06% 3.58% 3.79% 3.71% 3.44% 3.61%
Jun-19 3.45% 4.10% 4.27% 4.17% 3.96% 4.16%
Jul-19 3.49% 4.01% 4.13% 3.99% 3.84% 4.04%
Aug-19 3.65% 4.50% 4.63% 4.50% 4.35% 4.52%
Sep-19 3.72% 4.48% 4.61% 4.41% 4.36% 4.52%
Oct-19 3.91% 4.73% 4.82% 4.62% 4.54% 4.74%
Nov-19 3.74% 4.40% 4.51% 4.33% 4.15% 4.40%
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Short-Term Portfolio Performance
11/30/2019

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

N

eo“:\:b oé?s, NS > Qe‘?:& ‘p‘:@ VQC& @'b{e N 3 \0\:\9 ‘?90? (_)e,Q' & eo‘y
(ML) -#-(CAM) -+-(PFM) -m-(PR) -+-(BAML1-3) -o-(BAMLGC)
MetLife Chandler Public Payden ICE/BAML BAML 1-3 Yr
Investment Mgmt Asset Mgmt  Fin Mgmt Rygel 1-3 Yr Trsy Gov/Corp
(ML) (CAM) (PEM) (PR) (BAML 1-3) (BAMLGC)
Nov-18 2.99% 2.92% 2.93% 2.98% 2.80% 2.93%
Dec-18 2.78% 2.72% 2.77% 2.78% 2.53% 2.78%
Jan-19 2.65% 2.61% 2.65% 2.67% 2.49% 2.69%
Feb-19 2.64% 2.62% 2.64% 2.68% 2.53% 2.72%
Mar-19 2.51% 2.46% 2.44% 2.51% 2.32% 2.49%

- Apr-19 247% 2.44% - 2.44% 2.46% 2.30% - 2.47%
May-19 2.35% 2.23% 2.21% 2.21% 2.02% 221%
Jun-19 2.12% 2.01% 2.00% 2.01% 1.80% 1.99%

Jul-19 2.15% 2.09% 2.09% 2.09% 1.95% 2.02%
Aug-19 1.81% 1.76% 1.75% 1.82% 1.59% 1.67%
Sep-19 1.80% 1.81% 1.83% 1.88% 1.69% 1.77%
Oct-19 1.69% 1.67% 1.68% 1.74% 1.57% 1.65%
Nov-19 1.73% 1.73% 1.77% 1.81% 1.65% 1.72%

I-9




Investment Compliance

11/30/2019

Portfolio Subject to Investment Policy

Dollar Amount Percent Of Investment Policy
Short-Term/Liquid Portfolio Invested Portfolio Maximum Percentages
U.S. Federal Agencies & GSEs $ 815,049,513 48.9% 100%
Municipal Debt 71,378,928 4.3% 30%
Bankers Acceptances - 0.0% 30%
Commercial Paper 20,859,961 1.3% 25%
Negotiable Certificates of Deposit 12,963,327 0.8% 30%
Repurchase Agreements 26,887,312 1.6% 25%
Medium Term Maturity Notes 319,144,721 19.1% 30%
Money Market/Mutual Funds 91,404,504 5.5% 20%
Mortgage & Asset-Backed 201,318,680 12.1% 20%*
Supranationals 14,319,780 0.9% 20%
Local Agency Investment Fund 10,743,844 0.6% $ 65 Million
Orange County Investment Pool 13,974,507 0.8% 10%
Joint Powers Authority Pools - 0.0% 10%
Bank Deposits 251,557 0.0% 5%
Variable & Floating Rate Securities 69,561,949 4.2% 30%
Total Short-Term/Liquid Portfolio $ 1,667,858,584 100.0%
*Asset-backed securities, excluding mortgages, may not exceed 10 percent of the allocation

Portfolio Subject to Indenture

Dollar Amount OCTA Indenture Requirements
Bond Proceeds Portfolio Invested Credit Quality Term Credit Quality Term
Money Market Funds $ 80,635,215 AAA/Aaa 45 days Min. A2/A Max. 4 years
Guaranteed Investment Contract 283,450,000 Aa2/AA-/A+ N/A Min. A3/A- N/A
Total Bond Proceeds Portfolio $ 364,085,215
Reserve Funds Portfolio
Commercial Paper 24,854,259 P-1/F-1 30 days Min. A-1/P-1 Max. 180 days

Bank Deposits 182,756

Total Portfolio Subject to Indenture 389,122,230

$
$
Total Reserve Funds Portfolio $ 25,037,015
$
$

Portfolio Total 2,056,980,814
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Negative Credit Watch

11/30/2019
Manager / Security Par Amount Maturity S&P Moody's Fitch Ratings
PFM
Pfizer Inc. 2,300,000 Various™ AA- A1 A
On June 17, 2019, S&P, and Fitch placed the long-term ratings of Pfizer Inc. under review for possible
downgrade.
A-

Chandler Asset Mgmt 4,000,000 Various** A A2

Daimler Finance North America LLC
On July 31, 2019 Moody's placed the long-term ratings of Daimler Finance North America LLC under

review for possible downgrade.

*9/15/21 & 3/11/22
**1/6/20 & 5/5/20
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DEBT PROGRAM
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Total Outstanding Debt
As of 11/30/19

Outstanding Debt

M2 Long-Term Fixed
Rate Bonds
—— [ 63%

Toll Road Bonds,
9%

TIFIA Loan
28%

TOTAL OUTSTANDING DEBT: $1,013,905,000



Outstanding Debt

As of 11/30/19

Orange County Local Transportation Authority (OCLTA-M2)

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

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ Moody's/ S&P):
Final Maturity:

2010 Series B Tax-Exempt Sales Tax Revenue Bonds

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ Moody's/ S&P):
Final Maturity:

2019 M2 Sales Tax Bond

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ S&P):
Final Maturity:

91 Express Lanes

2013 OCTA 91 Express Lanes Refunding Bonds

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ Moody's/ S&P):
Final Maturity:

405 Express Lanes

2017 TIFIA Loan

Outstanding:

Accrued Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Moody's):

Final Maturity:

$ 293,540,000
250,000,000

17,270,000

M2 Sales Tax Revenues
AA+/Aa2/AA+

2041

$ 59,030,000
8,530,000

8,913,850

M2 Sales Tax Revenues
AA+/Aa2/AA+

2020

$ 376,690,000
376,690,000

17,939,230

M2 Sales Tax Revenues
AA+AA+

2041

$ 124,415,000
91,685,000

10,798,325

91 Toll Road Revenues
A+/A1/AA-

2030

$ 287,000,000

$ 11,185,641
405 Toll Road Revenues
Baa2
2057



OCTA

/ l

// 47/
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(/)
To: Finance and Administ{atiop_"Cor’nmitteq
A

From: Darrell E. Johnson, Chief Executive Officer
Subject: Orange County Transportation Authority Investment and Debt

Programs Report — October 2019
Overview

The Orange County Transportation Authority has a comprehensive investment
and debt program to fund its immediate and long-term cash flow demands. Each
month, the Treasurer submits a report detailing investment allocation,
performance, compliance, outstanding debt balances, and credit ratings for the
Orange County Transportation Authority’s debt program. This report is for the
month ending October 31, 2019. The report has been reviewed and is consistent
with the investment practices contained in the Investment Policy.

Recommendation
Receive and file as an information item.
Discussion

As of October 31, 2019, the Orange County Transportation
Authority’s (OCTA) outstanding investments totaled $2.05 billion. The portfolio
is divided into three managed portfolios: the liquid portfolio for immediate cash
needs, the short-term portfolio for future budgeted expenditures, and the bond
proceeds portfolio to meet Measure M2 transportation program needs. In
addition to these portfolios, OCTA has funds invested in debt service reserve
funds for the 91 Express Lanes Program.

The weighted average book yield for the OCTA portfolio is 2.2 percent. The book
yield measures the exact income, or interest, on a bond without regard to market
price change. The yield is the income return on an investment, such as the
interest received from holding a particular security. The vyield is usually
expressed as an annual percentage rate based on the investment's cost and
market value.

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



Orange County Transportation Authority Investment and Debt Page 2
Programs Report — October 2019

The OCTA’s month-end balance in the Local Agency Investment Fund was
$10,743,844, with an average monthly effective yield of 2.2 percent. The OCTA’s
month-end balance in the Orange County Investment Pool (OCIP) was
$249,368. For the month of September, the monthly gross yield for the OCIP
was 2.3 percent. Yields for the month of October will be received in November.

OCTA’s debt portfolio had an outstanding principal balance of $1.01 billion as of
October 31, 2019. Approximately 63 percent of the outstanding balance is
comprised of M2 debt, nine percent is associated with the 91 Express Lanes
Program, and 28 percent is for the Transportation Infrastructure Finance and
Innovation Act Loan.

Summary

The Treasurer is submitting a copy of the Orange County Transportation
Authority Investment and Debt Programs report to the Finance and
Administration Committee. The report is for the month ending
October 31, 2019.

Attachment

A. Orange County Transportation Authority Investment and Debt Programs
— For the Period Ending October 31, 2019.

Prepared by: Approved by:

;'ﬂ y — Y

= Lt A S |-
Robert Davis Andrew Oftelie
Department Manager Chief Financial Officer
Treasury/Public Finance Finance and Administration

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



ATTACHMENT A

Treasury/Public Finance Department's
Report On

Orange County Transportation Authority
Investment and Debt Programs

e e

Presented to the
Finance and Administration Committee

For The Period Ending
October 31, 2019



INVESTMENT PROGRAM
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Investment Profile

Type of Amount
Portfolio / Managers Depository Role Investment _($ Millions)
LIQUID PORTFOLIO:
OCTA BNY Mellon Trustee Cash $ 87.4
OCTA Bank of the West Broker Cash 371
OCTA U.S Bank Trustee Cash 0.0
California State Treasurer LAIF Custodian Per LAIF Investment Policy 10.7
Orange County Treasurer OCIP Custodian Per OCIP Investment Policy 0.2
Subtotal OCTA Liquid Portfolio $§ 1355
SHORT-TERM PORTFOLIO:
Investment Managers
MetLife Investment Management Union Bank Custodian Per OCTA Investment Policy $ 380.2
Chandler Asset Management Union Bank Custodian Per OCTA Investment Policy 380.4
Payden & Rygel Investment Counsel Union Bank Custodian Per OCTA Investment Policy 386.0
PFM Asset Management Union Bank Custodian Per OCTA Investment Policy 382.1
Subtotal Short-Term Portfolio (Investment Managers) $ 1,528.7
BOND PROCEED PORTFOLIO:
OCTA Bank of Nova Scotia Custodian  Per Measure M2 Bond Indenture  $ 300.1
OCTA BNY Mellon Trustee Per Measure M2 Bond Indenture 63.2
Subtotal OCTA Bond Proceeds Portfolio $ 363.3
RESERVE FUNDS PORTFOLIO:
91 Express Lanes 2013 Ref. Bonds U.S Bank Trustee Commercial Paper $ 11.4
91 Express Lanes 2013 Ref. Bonds Bank of the West Trustee Commercial Paper 10.4
91 Express Lanes 2013 Ref. Bonds Bank of the West Trustee Commercial Paper 3.1
Bank Deposits/Cash 0.2
Subtotal OCTA Reserve Funds Portfolio $ 25.0
$ 2,052.5

TOTAL

[-2



Investment Manager Diversification and Maturity Schedules

MetLife Investment Management

10/31/2019

SHORT-TERM PORTFOLIO ( $380.2 M)

Medium
T M
Maetnrirrri]ty MarketMutual Funds \?Olok l\\/l/a:ket
Notes 03%  Mortg & Asset- alue alue
iggt;:a;: 17.4% Bac?(e?jss‘l ifisriies
1.7% o U.S,, Federal Agencies & GSEs $ 172,424,569.74 3 173,612,782.76
Municipal Debt $ 25,064,202.50 $ 25,065,290.40
Bankers Acceptances $ - $ -
Municipal 5 ol Commercial Paper $ - $ -
Debt upranationals  \egotiable Certificates of Deposit $ -8 -
6.6% 3.8%
’ Repurchase Agreements $ 6,500,000.00 §$ 6,500,000.00
Medium Term Maturity Notes $ 66,307,527.07 $ 67,344,968.38
variabes  Money Market/Mutual Funds $ 1,033,133.83 § 1,033,133.83
Floating Rate  Mortg & Asset-Backed Securities 3 61,169,132.71 § 61,681,246.65
Seg‘gr,;,t'es Supranationals $ 14,319,780.00 $ 14,397,444.50
’ Joint Powers Authority Pools $ - $ -
U.S., Federal Variable & Floating Rate Securities $ 33,370,735.59 § 33,386,848.65
Agencies &
GSEs
45.4% $ 380,189.081.44 § 383.021,715.17
200
Monthly Return 0.29%
TSY Benchmark  0.33% 180
Gov/Corp Benchmark  0.34% 160
. 140
Fiscal YTD Return  4.02%
TSY Benchmark 4.71% 120
Gov/Corp Benchmark  4.88% 100
12 Month Return ~~ 3.91% 80
TSY Benchmark 4.54% 60
Gov/Corp Benchmark  4.74% 40
” i = |
<1Yr 1-2Y¥rs 2-3Yrs 3-4Yrs 4-5Yrs

I-3



Investment Manager Diversification and Maturity Schedules

PFM
10/31/2019

SHORT-TERM PORTFOLIO ( $382.1 M)

Medium Term Maturity

Notes
25.1% Money Market/Mutual
Negotiable Funds
Certificates of .
SDopostt \ 23% U.S., Federal Agencies & GSEs
2.0% Municipal Debt
Bankers Acceptances
Mortg & Commercial Paper
Asset- i 1 i
Commercial ; : R iead Negotiable Certificates of Deposit
Paper B Securities Repurchase Agreements
0 A . .
5% 18.4% Medium Term Maturity Notes

Money Market/Mutual Funds
Mortg & Asset-Backed Securities
Supranationals
Vari Joint Powers Authority Pools

‘ariable & . . o
loating Rate Variable & Floating Rate Securities

Securities

U.S., Federal
2.0%

Agencies & GSHs
45.6%

Book
Value

174,287,361.39

17,389,683.00
7,750,000.00

8,677,694.25
70,179,671.13

$

$

$

$

$

$ -
$ 96,046,852.05
$

$

$

$

$

7,728,223.57

Market
Value

177,360,351.18

17,586,146.00
7,745,350.00

8,677,694.25
70,893,619.43

$

$

$

$

$

$ -
$ 97,422,430.60
$

$

$

$

$

7,696,019.71

$ 382.050.48539

$ 387.381.611.17

Monthly Return 0.31% 200
TSY Benchmark 0.33%

Gov/Corp Benchmark  0.34% 180

160

Fiscal YTD Return 4.52% 140

TSY Benchmark 4.71% 120
Gov/Corp Benchmark 4.88%

100

12 Month Return 4.82% 80

TSY Benchmark 4.54% &
Gov/Corp Benchmark  4.74%

40

20

<1Yr 1-2Y¥rs 2-3Yrs 3-4Yrs 4-5Yrs
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Investment Manager Diversification and Maturity Schedules

Chandler Asset Management

10/31/2019

SHORT-TERM PORTFOLIO ($380.4 M)

: Medium
Commerci Negotiable Term
Certificates of Maturit
i y
Deposit Notes
1.4%
: 22.5%

Municipal
Debt Mone
" y
0.8% ' Market/Mutual
Funds
1.3%

U.S. Federal Agencies & GSEs
Municipal Debt

Bankers Acceptances
Commercial Paper

Negotiable Certificates of Deposit
Repurchase Agreements

Medium Term Maturity Notes
Money Market/Mutual Funds
Mortg & Asset-Backed Securities
Supranationals

Joint Powers Authority Pools
Variable & Floating Rate Securities

Book Market

Value Value
$ 250,678,161.29 § 254,369,474.40
$ 3,000,000.00 $ 3,000,210.00
$ - $ -
$ 495197222 $ 4,953,000.00
$ 5213,326.58 $ 5,219,380.60
$ - $ -
3 85,528,831.06 $ 87,475,216.57
$ 482348783 § 4,823,487.83
$ 26,224,099.81 $ 26,293,109.64
$ - $ -
$ - $ -
$ - 3 -
$ 38041987879 § __ 386,133.879.04

Securities
6.9%
U.S. Federal
Agencies & GSEs
65.9%
Monthly Return  0.35%
TSY Benchmark 0.33% 200
Gov/Corp Benchmark 0.34% 180
Fiscal YTD Return  4.51% | **°
TSY Benchmark 4.71% 140

Gov/Corp Benchmark 4.88% 120

12 Month Return  4.73%
TSY Benchmark
Gov/Corp Benchmark

2-3Yrs

3-4Yrs

100
4.54% 80
4.74% 60
. . I
20
. |

<1lYr 1-2Yrs 4-5Yrs

I-5




Investment Manager Diversification and Maturity Schedules

Payden & Rygel
10/31/2019

SHORT-TERM PORTFOLIO ($386.0 M)

Medium Term
M
Municipal Debt Maturity Notes Mad(e?l\%lual
18.0% Funds

0.5%

o

U.S. Federal Agencies & GSEs

Book
Value

199,939,555.76

Market
Value

$ 198,806,017.79

$
/ toade Municipal Debt $ 3808540598 $ 38331489.64
Sizsﬁt;:s Bankers Acceptances 3 - $ -
12.3% Commercial Paper $ - % -
Negotiable Certificates of Deposit $ - $ -
Repurchase Agreements $ - $ -
Medium Term Maturity Notes $ 6940199883 $ 70,031,845.58
Money Market/Mutual Funds 3 2,015238.38 $ 2,015,238.38
Mortg & Asset-Backed Securities $ 47,305997.96 $ 47,740,869.36
U5, Federai Supranationals $ - $ -
Agencies & Siralla. 8 Eiiingieie Joint Powers Authority Pools N $ - $ -
?155 SE;%,:}ies Variable & Floating Rate Securities $ 2929867771 $ 29,433,003.63
$ 38604687462 §$ 38635846438
Monthly Return 0.32%
TSY Benchmark 0.33% 220
Gov/Corp Benchmark 0.34% 200
18
Fiscal YTD Return 4.36% 162
TSY Benchmark 471%
Gov/Corp Benchmark 4.88% 140
120
12 Month Return 4.62% 100
TSY Benchmark 4.54% 80
Gov/Corp Benchmark 4.74% €0
40
20
<1vYr 1-2Yrs 2-3Yrs 3-4Yrs 4-5Yrs




Short-Term Portfolio
10/31/2019

Portfolio Composition

Medium Term Maturity Notes
20.8%

Mortg & Asset-Backed Sec

Money Market/Mutual Funds 13.4%
1.1% Supranationals
0.9%

Repurchase Agreements
0.4%
Variable & Floating Rate
Securities
4.6%

Negotiable Certificates
of Deposit
0.8%

Commercial Paper
1.5%

Municipal Debt
4.3% U.S. Federal Agencies & GSEs

52.2%

Maturity Schedule

900.0 -
850.0 -
800.0 -
750.0 -
700.0 -
650.0 -
600.0
550.0 483.0

5000 4 467.2
450.0
400.0
350.0 - 303.2
300.0 -
250.0 -
200.0
150.0 +
100.0
50.0 {

2281

473

I
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N\

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




Short-Term Portfolio Performance
10/31/2019

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

6.00%

5.00%

4.00%

3.00%

2.00%

1.00% -

&
——(ML) -m-(CAM) —2—(PFM) =~(PR) =%-(BAML1-3) -e-(BAMLGC)
MetLife Chandler Public Payden & ICE/BAML BAML 1-3 Yr
Investment Mgmt Asset Mgmt  Fin Mgmt Rygel 1-3YrTrsy  Gov/Corp

(ML) (CAM) (PEM) (PR) (BAML 1-3) (BAMLGC)
Oct-18 0.55% 0.51% 0.52% 0.78% 0.25% 0.36%
Nov-18 0.93% 1.03% 1.02% 1.22% 0.80% 0.88%
Dec-18 1.47% 1.67% 1.67% 1.83% 1.58% 1.64%
Jan-19 2.13% 2.29% 2.41% 2.39% 2.15% 2.25%
Feb-19 2.44% 2.54% 2.67% 2.62% 2.29% 2.46%
Mar-19 2.71% 2.97% 3.12% 3.11% 2.72% 2.94%
Apr-19 3.02% 3.26% 3.45% 3.32% 3.08% 3.27%
May-19 3.06% 3.58% 3.79% 3.71% 3.44% 3.61%
Jun-19 3.45% 4.10% 4.27% 4.17% 3.96% 4.16%
Jul-19 3.49% 4.01% 4.13% 3.99% 3.84% 4.04%
Aug-19 3.65% 4.50% 4.63% 4.50% 4.35% 4.52%
Sep-19 3.72% 4.48% 461% 4.41% 4.36% 4.52%
Oct-19 3.91% 4.73% 4.82% 4.62% 4.54% 4.74%

[-8




Short-Term Portfolio Performance

10/31/2019

Historical Yields

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

2.90% -

2.80%

2.70%

2.60% |——

2.50%

2.40%

2.30%

2.20%

2.10% |

2.00%

1.90%

1.80%

1.70% -

1.60%

1.50% -

1.40%

O‘}:& “:\‘lb Qé;& N 4 ‘(éoj\?) @é'@ ‘?9(& ‘gb*'@ O 4 \&:\9 o";’o’ &R y o(’}"@
(ML) -=-(CAM) —(PFM) -=-(PR) (BAML 1-3) -=-(BAMLGC)
MetLife Chandler Public Payden ICE/BAML BAML 1-3 Yr

Investment Mgmt Asset Mgmt  Fin Mgmt Rygel 1-3 Yr Trsy Gov/Corp

(ML) (CAM) (PEM) (PR) (BAML 1-3) (BAMLGC)
Oct-18 2.94% 2.94% 2.90% 2.98% 2.86% 2.97%
Nov-18 2.99% 2.92% 2.93% 2.98% 2.80% 2.93%
Dec-18 2.78% 2.72% 2.77% 2.78% 2.53% 2.78%
Jan-19 2.65% 2.61% 2.65% 2.67% 2.49% 2.69%
Feb-19 2.64% 2.62% 2.64% 2.68% 2.53% 2.72%
Mar-19 2.51% 2.46% 2.44% 2.51% 2.32% 2.49%
Apr-19 2.47% 2.44% 2.44% 2.46% 2.30% 2.47%
May-19 2.35% 2.23% 2.21% 2.21% 2.02% 2.21%
Jun-19 2.12% 2.01% 2.00% 2.01% 1.80% 1.99%
Jul-19 2.15% 2.09% 2.09% 2.09% 1.95% 2.02%
Aug-19 1.81% 1.76% 1.75% 1.82% 1.59% 1.67%
Sep-19 1.80% 1.81% 1.83% 1.88% 1.69% 1.77%
Oct-19 1.69% 1.67% 1.68% 1.74% 1.57% 1.65%

[-9




Investment Compliance

10/31/2019

Portfolio Subject to Investment Policy

Dollar Amount Percent Of Investment Policy
Short-Term/Liquid Portfolio Invested Portfolio Maximum Percentages
U.S. Federal Agencies & GSEs $ 797,329,648 47.9% 100%
Municipal Debt 66,149,608 4.0% 30%
Bankers Acceptances - 0.0% 30%
Commercial Paper 22,341,655 1.3% 25%
Negotiable Certificates of Deposit 12,963,327 0.8% 30%
Repurchase Agreements 43,301,334 2.6% 25%
Medium Term Maturity Notes 317,285,209 19.1% 30%
Money Market/Mutual Funds 103,953,128 6.2% 20%
Mortgage & Asset-Backed 204,878,902 12.3% 20%*
Supranationals 14,319,780 0.9% 20%
Local Agency Investment Fund 10,743,844 0.6% $ 65 Million
Orange County Investment Pool 249,368 0.0% 10%
Joint Powers Authority Pools - 0.0% 10%
Bank Deposits 283,588 0.0% 5%
Variable & Floating Rate Securities 70,397,637 4.2% 30%
Total Short-Term/Liquid Portfolio $ 1,664,197,029 100.0%
*Asset-backed securities, excluding mortgages, may not exceed 10 percent of the allocation
Portfolio Subject to Indenture
Dollar Amount OCTA Indenture Requirements
Bond Proceeds Portfolio Invested Credit Quality Term Credit Quality Term
Money Market Funds $ 63,154,691 AAA/Aaa 45 days Min. A2/A Max. 4 years
Guaranteed Investment Contract 300,100,000 Aa2/AA-/A+ N/A Min. A3/A- N/A
Total Bond Proceeds Portfolio $ 363,254,691
Reserve Funds Portfolio
Commercial Paper $ 24,835,126 P-1/F-1 30 days Min. A-1/P-1  Max. 180 days
Bank Deposits $ 163,968
Total Reserve Funds Portfolio $ 24,999,094
Total Portfolio Subject to Indenture $ 388,253,786
$

Portfolio Total

2,052,450,815

I-10




Negative Credit Watch

10/31/2019

Manager / Security Par Amount Maturity S&P Moody's Fitch Ratings
PFM

Pfizer Inc. 2,300,000 Various* AA- A1 A

On June 17, 2019, S&P, and Fitch placed the long-term ratings of Pfizer Inc. under review for possible

downgrade.
MetLife Investment Mgmt

A-

Bristol-Myers Squibb Co. 2,160,000 5/14/2021 A+ A2
On January 3, 2019, S&P, and Fitch placed the long-term ratings of Bristol-Myers Squibb Co. under
review for possible downgrade.

*9/15/21 & 3/11/22

I-11
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Total Outstanding Debt
As of 10/31/19

Outstanding Debt

M2 Long-Term Fixed
Rate Bonds
— l 63%

Toll Road Bonds
9%

TIFIA Loan
28%

TOTAL OUTSTANDING DEBT: $1,013,905,000



Outstanding Debt

As of 10/31/19

Orange County Local Transportation Authority (OCLTA-M2)

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

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ Moody's/ S&P):
Final Maturity:

2010 Series B Tax-Exempt Sales Tax Revenue Bonds

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ Moody's/ S&P):
Final Maturity:

2019 M2 Sales Tax Bond

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ S&P):
Final Maturity:

91 Express Lanes

2013 OCTA 91 Express Lanes Refunding Bonds

Issued:

Outstanding:

Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Fitch/ Moody's/ S&P):
Final Maturity:

405 Express Lanes

2017 TIFIA Loan

Outstanding:

Accrued Debt Service FY 2020:
Pledged Revenue Source:
Ratings (Moody's):

Final Maturity:

$ 293,540,000
250,000,000

17,270,000

M2 Sales Tax Revenues
AA+/Aa2/AA+

2041

$ 59,030,000
8,530,000

8,913,850

M2 Sales Tax Revenues
AA+/Aa2/AA+

2020

$ 376,690,000
376,690,000

17,939,230

M2 Sales Tax Revenues
AA+/AA+

2041

$ 124,415,000
91,685,000

10,798,325

91 Toll Road Revenues
A+/A1/AA-

2030

$ 287,000,000
$ 10,499,200
405 Toll Road Revenues
Baa2

2057



OCTA
January 8, 2019

To: Finance and Administration Committee™ "

i for
From: Darrell E. Johnson, Chief Executive Office
Subject: Fiscal Year 2019-20 First Quarter Budget Status Report

Overview

The Orange County Transportation Authority’s staff has implemented the
fiscal year 2019-20 budget. This report summarizes the material variances
between the budget and actual revenues and expenses through the first quarter
of fiscal year 2019-20.

Recommendation
Receive and file as an information item.
Background

The Board of Directors (Board) approved the Orange County Transportation
Authority (OCTA) Fiscal Year (FY) 2019-20 Budget on June 10, 2019. The
approved budget itemized the anticipated revenues and expenses necessary to
deliver OCTA'’s transportation programs and projects.

The balanced budget as originally approved by the Board in June was
$1.525 billion. Sources of funds were comprised of $1.16 billion in current FY
revenues and $365.4 million in use of prior year designations. Uses of funds
were comprised of $1.44 billion of current FY expenditures and $82.7 million of
designations.

The Board approved one amendment in the first quarter, increasing the expense
budget by $4.5 million. This increased the budget to $1.53 billion as summarized
on Table 1 on the following page.

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




Fiscal Year 2019-20 First Quarter Budget Status Report Page 2

Table 1 - Working Budget

Date Description Amount*
7/1/2019  Adopted Budget $1,525,194
7/22/2019 Contracted Fixed-route Service Agreement 4,521
Subtotal Amendments 4,521
Total Working Budget $1,529,715

*in thousands
Discussion

Staff monitors and analyzes revenues and expenditures versus the working
budget. This report provides a summary level overview of staffing levels and
explanations for material budget-to-actual variances within each pertinent OCTA
program. The OCTA programs included are Bus, Commuter Rail, 91 Express
Lanes, Motorist and Taxi Services, and Measure M2 (M2). A visual dashboard
summary of this report is provided in Attachment A.

Unless indicated on an individual chart, the general color pattern used is
outlined below:

Gray — Budget

Green — Within budget

Yellow — Within 5 percent variance of budget
Red — Over 5 percent variance of budget

Staffing

Total salaries and benefits underran the budget by $1 million. This is primarily
due to vacancies OCTA-wide, with the largest vacancy percentages in the
Administrative (6.9 percent) and Maintenance (6.7 percent) groups at the end of
the quarter.

Filled and Vacant Positions by Group

Filled © Vacant

Coach Operator 598 36
(Budget: 634)

Administrative 477 355
(Budget: 512.5)

Maintenance 152 11
(Budget: 163)

TCU [36 1
(Budget: 37)

0 100 200 300 400 500 600 700
Vacancy Percentage by Group
5.7% 6.9% 6.7% 2.7%

Coach Operator Administrative Maintenance TCU



Fiscal Year 2019-20 First Quarter Budget Status Report Page 3

Sales Tax Receipts

The charts below provide a FY snapshot for both the Local Transportation
Authority (LTA) M2 Program and Local Transportation Fund (LTF) Bus Program
sales tax revenues against the budget. LTA sales tax receipts of $81.4 million
were $11.2 million lower than the budget. LTF sales tax receipts of $42.3 million
were $5.4 million lower than the budget. Staff is working with MuniServices,
Limited Liability Corporation, OCTA’s sales tax consultant, to determine if this
underrun is material or simply a timing issue of receipts from California
Department of Tax and Fee Administration.

LTA

Actuals Compared to Budget

$92.6M

$81.4M

LTE

Actuals Compared to Budget

$47.7TM

$42.3M

$0.0M $337.2M $0.0M $174.4M

Major Programs
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N —
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Bus Program

Operating Revenue

$58.0M

Operating Expense

$623M YTD Budget ~ $372.1M $57.5M $59.6M YTD Budget $372.7TM
M Annual Budget M Annual Budget

Bus Program operating revenue of $58 million underran the budget by
$4.3 million, primarily due to lower than anticipated LTF sales tax revenue.
Bus Program operating expenses of $57.5 million underran the budget by
$2.1 million, primarily due to fuel costs ($0.8 million). Compressed natural gas
fuel underran due to a lower unit cost than anticipated, and hydrogen fuel and
gasoline underran due to lower miles driven than anticipated. Hydrogen fuel is
used in 11 buses which were all anticipated to be in service beginning in
July 2019; however, three of the buses did not begin service until October 2019
due to the hydrogen fueling station not being fully operational until late in the first
quarter. Gasoline is used for ACCESS, the on-demand paratransit service, and
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less miles were driven than forecast for the first quarter. Also contributing to the
underrun was $0.2 million for OC Flex service due to technical difficulties with
the contractor’s data system resulting in invoicing in arrears by two months. This
is anticipated to be resolved in the following quarter, and billing is anticipated to
be back on schedule. An underrun of $0.2 million for security services was the
result of a year-end credit from the Orange County Sheriff's Department for
position vacancies in a prior FY. A $0.2 million underrun for the on-board video
surveillance system project was the result of invoice timing. Invoices anticipated
to be paid in the first quarter were paid early in the second quarter. The
remainder of the underrun for operating expenses was the result of less
as-needed expenses than anticipated for the first quarter. These include items
like shop supplies, minor repairs, and maintenance on the bus fleet.

Capital Revenue Capital Expense

$3.3M $233.1M $1.4M

$1.4M YTD Budget $233.1M
_Y : udge Annual Budget _' $1.4M YTD Budget Annual Budget

Bus Program capital revenue of $3.3 million overran the budget by $1.9 million,
primarily due to prior FY state grant revenue received in the current FY for the
purchase of ten hydrogen fuel cell electric buses. California Air Resources Board
grant revenue associated with the bus purchase was budgeted in a prior FY but
received in the current FY based on corresponding expenditures. Capital
expenses of $1.4 million were in line with the budgeted amount.

020
Rail Program
Operating Revenue Operating Expense
$9.6M  §93M YTD Budget $44.5M $1.3M  §93M YD Budget $44.5M
v v

Annual Budget - i Annual Budget

Rail Program operating revenue of $9.6 million overran the budget by
$0.3 million primarily due to higher than anticipated earnings on investments.
Operating expenses of $1.3 million underran by $8 million, primarily due to the
quarterly operating subsidy payment to Southern California Regional Rail
Authority (SCRRA) for OCTA’s annual portion of the Metrolink operations. This
$7.4 million underrun is the result of ongoing negotiations for the funding
agreement, and once executed, the underrun is anticipated to be resolved. The
remainder of the operating expense underrun is associated with on-call project
management support services for multiple projects within the Rail Program.
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Capital Revenue Capital Expense

$0.1M $43.6M $0.0M $43.6M

v $0.1M YTD Budget v $0.1M YTD Budget

Annual Budget Annual Budget

Actual capital revenue and expenses for the Rail Program were less than
$0.1 million, respectively, and in line with budgeted expectations. Contracts for
larger capital projects such as construction of the Anaheim Canyon Metrolink
Station project and the Placentia Metrolink Station project are anticipated later
in the FY, increasing both capital revenue and expense activity.

91 Express Lanes Program

Operating Revenue Operating Expense

$159M  §150M YTD Budget $78.1M $3.7M §5M YTD Budget $78.1M
v v

Annual Budget Annual Budget

The 91 Express Lanes Program operating revenue of $15.9 million overran by
$0.9 million, primarily due to fees collected for toll violations and account
minimums. Revenue from these fees are variable in nature and therefore difficult
to forecast. Operating expenses of $3.7 million underran by $1.3 million,
primarily due to as-needed expenses associated with toll road account servicing,
legal services, and equipment repair/maintenance.

Capital Revenue Capital Expense
$38.1M $0.1M $38.1M
v $0.1M YTD Budget v $0.1M YTD Budget

Annual Budget —-— Annual Budget

Capital revenue and expenses for the 91 Express Lanes Program of $0.1 million
respectively, were in line with budgeted expectations. Contracts for larger capital
projects including the new Back Office System and Customer Service Center
project will be executed later in the FY, increasing capital revenue and expense
activity.



Fiscal Year 2019-20 First Quarter Budget Status Report Page 6

Motorist Services Program

Operating Revenue Operating Expense

v $1.3M YTD Budget Annual Budget v $13M YTD Budget Annual Budget

Motorist Services Program revenue of $1.6 million overran the budget by
$0.3 million, primarily due to earlier than anticipated contribution from the cities
for the Orange County Taxi Administration Program. This revenue was
anticipated to be received evenly over the course of the FY, however cities are
contributing their portions sooner. Expenses for the program of $1.2 million
underran the budget by $0.1 million due to lower than anticipated invoices for
contracted tow service for the Freeway Service Patrol Program. Fuel cost for this
program is variable, and due to lower fuel costs, invoices received were lower
than anticipated.

Measure M2 Program

Total expenses for the M2 Program of $38.9 million underran the budget by
$35.3 million, primarily due to lower than anticipated project payment requests
from the cities for the Regional Capacity Program, Regional Traffic Signal
Synchronization Program, and Environmental Cleanup Program. Also
contributing to the underrun is invoice timing for construction and construction
support services for the Interstate 5 South County Improvement project and the
Interstate 405 Improvement Project.

Budget and Actuals by Mode

Streets & Roads $14.0M $32.5M
Freeways $4.4M $18.4M
Debt Service $175M Budget: $17.5M
Transit Actuals: $1.3M Budget: $4.1M

Administration Actuals: $1.6M Budget: $1.8M

$0M $5M $10M $15M $20M $25M $30M $35M
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Summary
Fiscal Year to Date Budget and Actuals
Revenue
Services and Supplies $73.7M $121.8M

Salaries and Benefits $41.4M $42.4M

Capital Actuals: $11.7M Budget: $32.5M

oM $50M $100M $150M $200M

Overall, revenue of $189.7 million underran the budget by $11 million, primarily
due to lower sales tax revenue for the M2 Program ($11.2 million) and Bus
Program ($5.4 million). These underruns were partially offset by an overrun from
grant revenue budgeted in a prior FY but received in the current FY for the
purchase of hydrogen fuel cell electric buses. Services and supplies expenses
of $73.7 million underran the budget by $48.1 million, primarily due to an
underrun in the Metrolink operating subsidy and contributions to local agencies
based on lower than anticipated project payment requests for Regional Capacity
Program, Regional Traffic Signal Synchronization Program, Environmental
Cleanup Program, and Community-based Transit/Circulator Program. Salaries
and benefits of $41.4 million underran the budget by $1 million due to vacancies.
Capital expenses of $11.7 million underran the budget by $20.8 million, primarily
due to construction and construction support services for the Interstate 5 South
County Improvement project and the Interstate 405 Improvement Project.
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ATTACHMENT A

Fiscal Year to Date Budget and Actuals

e _ $2007M

Filled and Vacant Positions by Group

Filled © Vacant

Coach Operator 598 36
(Budget: 634)
Administrative 477 355
Services and Supplies £73.7M $121.8M (Budget: 512.5)
Maintenance 152 1
(Budget: 163)
Salaries and Benefits $41.4M $42.4M (BudgetTEC% 36 1
0 100 200 300 400 500 600 700
Capital - ; - 3
Actuals: $11.7M Budget: $32.5M Vacancy Percentage by GFOup
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) Coach Operator Administrative Maintenance TCU
Sales Tax Receipts
LTA LTF
Actuals Compared to Budget Actuals Compared to Budget
$92.6M $47.7TM
$0.0M $337.2M $0.0M $174.4M
Major Operating Programs
Bus Program
Operating Revenue Operating Expense
—  $58.0M $372.1M $57.5M

$62.3M YTDvBudget
1

Capital Revenue

$3.3M
v  $1.4M YTD Budget
—

Rail Program

Annual Budget

$59.6M YTD Budget $372.1M

1 Annual Budget

Capital Expense

$1.4M
v $1.4M YTD Budget
—

$233.1M
Annual Budget

$233.1M
Annual Budget

Operating Revenue

$9.6M  $93M YTD Budget
v

Capital Revenue

$0.1M
7 $0.1M YTD Budget

91 Express Lanes Program

Operating Expense

$44.5M

$1.3M  g93mvTD Budget
Annual Budget M

Capital Expense

$0.0M

$43.6M
v $0.1M YTD Budget
1

Annual Budget

$44.5M
Annual Budget

$43.6M
Annual Budget

Operating Revenue
i“i“ $15.9M $15.0M YTD Budget
v

Capital Revenue

$0.1M
Y $0.1M YTD Budget

Motorist Services Program

Operating Expense

$78.1M

$3.7M  ¢5M YTD Budget
Annual Budget b

1
Capital Expense

$0.1M
Y $0.1M YTD Budget

$38.1M
Annual Budget

$78.1M
Annual Budget

$38.1M
Annual Budget

CHE Operating Revenue

$1.6M
v $1.3M YTD Budget
L}

Operating Expense

$1.2M
M $1.3M YTD Budget

$9.2M
Annual Budget

12/27/2019 8:45 AM

$9.2M
Annual Budget

Presented by Financial Planning and Analysis Department
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