
 

*Public Comments:  At this time, members of the public may address the Taxpayers Oversight Committee (TOC) regarding any items within 
the subject matter jurisdiction of the TOC, provided that no action may be taken on off-agenda items unless authorized by law.  Comments 
shall be limited to five (5) minutes per person and 20 minutes for all comments, unless different time limits are set by the Chairman, subject 
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Any person with a disability who requires a modification or accommodation in order to participate in this meeting should contact the OCTA 
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Measure M  

Taxpayer Oversight Committee 
at the Orange County Transportation Authority 

600 S. Main Street, Orange CA, Room 154 
August 12, 2014 

6:00 p.m. 
 

AGENDA 
 

1. Welcome 
2. Pledge of Allegiance  
3. Approval of Minutes/Attendance Report for June 10, 2014 

 

4. Chairman’s Report 
5. Presentation Items  

 

A. Sales Tax Forecast 
Presentation – Andrew Oftelie, Executive Director, Finance  
 

B. Santa Ana/Garden Grove Fixed-Guideway Update (Project S) 
Presentation – Jim Beil, Executive Director, Capital Programs 

                Andrew Oftelie, Executive Director, Finance 
 

C. Measure M Environmental Mitigation Program Update 
Presentation – Marissa Espino, Strategic Communications Officer 
 

D. Fare Stabilization Update 
Presentation – Sean Murdock, Manager, Finance and Administration 

 

6. OCTA Staff Updates (5 minutes each) 
• Measure M Transit Program Update – Jim Beil, Executive Director, Capital Programs 
• Finance Directors Workshop – Andrew Oftelie, Executive Director, Finance 
• 10-Year Review – Tamara Warren, Manager, M Program Office 
• Other 

 

7. Annual Eligibility Review Subcommittee Report 
8. Audit Subcommittee Report 
9. Environmental Oversight Committee Report 
10. Committee Member Reports 
11. Public Comments* 
12. Adjournment 

 
 



 

*Public Comments:  At this time, members of the public may address the Taxpayers Oversight Committee (TOC) regarding any items within 
the subject matter jurisdiction of the TOC, provided that no action may be taken on off-agenda items unless authorized by law.  Comments 
shall be limited to five (5) minutes per person and 20 minutes for all comments, unless different time limits are set by the Chairman, subject 
to the approval of the TOC. 
 
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 business days prior to this meeting to enable OCTA to make reasonable 
arrangements to assure accessibility to this meeting.   

 

 
Measure M  

Taxpayer Oversight Committee 
 

INFORMATION ITEMS 
 

   
1. Measure M2 Tax-Exempt Commercial Paper 

Program 
 June 9, 2014 

   
2. Comprehensive Transportation Funding Programs 

Semi-Annual Review – March 2014 
  

   
3. Measure M Taxpayer Oversight Committee 

Recruitment, Lottery and Resolutions of 
Appreciation for Outgoing Members 

 June 23, 2014 

   
4. Annual Update to Investment Policy  July 14, 2014 

   
5. Measure M2 Eligibility Review Recommendation 

for the City of Huntington Beach Expenditure 
Report 

  

   
6. Measure M2 Project W Safe Transit Stops – 2014 

Programming Recommendations 
  

   
7. Second Quarter 2014 Debt and Investment Report  July 28, 2014 

   
   

 
 

  



Measure M 
Taxpayer Oversight Committee 

 
June 10, 2014 

Meeting Minutes 
 
 
Committee Members Present: 
Jan Grimes, Orange County Acting Deputy Auditor-Controller, Co-Chairman 
Narinder “Nindy” Mahal, First District Representative 
Linda Rogers, First District Representative 
Howard Mirowitz, Second District Representative, Co-Chairman 
Terre Duensing, Third District Representative 
Randy Holbrook, Third District Representative 
Cynthia Hall, Fourth District Representative 
Terry Fleskes, Fifth District Representative 
Nilima Gupta, Fifth District Representative  
 
Committee Member(s) Absent: 
Philip C. La Puma, PE, Fourth District Representative 
Jack Wu, Second District Representative 
 
Orange County Transportation Authority Staff Present: 
Marissa Espino, Strategic Communications Officer 
Janice Kadlec, Public Reporter Specialist 
Sam Kaur, Section Manager for Local Programs 
Ross Lew, Program Manager, Capital Programs 
Dennis Mak, Program Manager, Capital Programs 
Kia Mortazavi, Executive Director, Planning 
Andy Oftelie, Executive Director, Finance and Administration 
Alice Rogan, Strategic Communications Manager, External Affairs 
Tamara Warren, Program Manager, M Program Management Office 
Tresa Oliveri, OC Bridges Outreach Manager 
 
 1. Welcome 

Chair Jan Grimes welcomed everyone to the Orange County Transportation Authority (OCTA) 
Taxpayer Oversight Committee (TOC) meeting and began the meeting 6:00 p.m.   
 

 2. Pledge of Allegiance 
  Chair Jan Grimes asked everyone to join her in the Pledge of Allegiance to the Flag.   
 
3. Approval of Minutes/Attendance Report for April 8, 2014 

Chair Jan Grimes asked if there were any additions or corrections to the April 8, 2014 Meeting 
Minutes and Attendance Report. 
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A motion was made by Linda Rogers, seconded by Terry Fleskes, and carried unanimously to 
approve the April 8, 2014 TOC minutes and attendance report as presented.   
 

 4. Chairman’s Report  
There was no Chairman’s report. 
 

 5. Co-Chair Election  
Chair Jan Grimes asked for nominations for the TOC Co-Chair.   
 
Chair Jan Grimes nominated First District Representative Linda Rogers to the position of TOC 
Co-Chair.  Terre Duensing seconded the nomination.  There were no further nominations and 
the nominations were closed.  Linda Rogers was elected unanimously to the TOC Co-Chair 
position. 
 

 6. Subcommittee Selections  
Alice Rogan asked if any of the current TOC members would like to change to a different 
subcommittee.  All members present asked to keep their current subcommittee assignments 
except for Linda Rogers who volunteered to be assigned where needed. 
 
Linda Rogers asked if the Environmental Oversight Committee (EOC) assignment was an 
extra assignment.  Alice Rogan said the EOC requires one TOC member and currently Phillip 
La Puma serves on this committee.  

 
 7. Action Item(s)  
 

A. M1 Revenue & Expenditure Quarterly Report (Mar 14) 
Andrew Oftelie briefly reviewed the M1 Revenue and Expenditure Quarterly Report (Mar 
14).  He noted the report had been reviewed by the Audit Subcommittee earlier in the 
evening. 
 

  B. M2 Revenue & Expenditure Quarterly Report (Mar 14) 
Andrew Oftelie briefly reviewed the M2 Revenue and Expenditure Quarterly Report (Mar 
14).  He noted the report had been reviewed by the Audit Subcommittee earlier in the 
evening. 
 
A motion was made by Linda Rogers, seconded by Nilima Gupta, and carried 
unanimously to receive and f ile the M1 and M 2 Revenue and Expenditure Quarterly 
Reports for March 2014. 
 

 8. Presentation Items 
 

A. Orange County Bridges Update 
Ross Lew gave an update on the Orange County Bridges construction project and Tresa 
Oliveri gave a report on the outreach efforts for the project. 
 



Taxpayer Oversight Committee  Page 3 
Meeting Minutes, June 10, 2014 
 
 

Linda Rogers said she noticed there were many different construction companies doing 
the work.  She asked why there were so many companies.  Ross Lew said every part of 
the project goes out for bid and the lowest responsible bidder gets the contract.  There are 
some duplicate companies hired, but for the most part, there have been a variety of 
contractors.   
 
Nindy Mahal asked if the most difficult part of the program was acquiring land for right of 
way.  Ross Lew said this was most definitely a difficult part of the program, especially on 
this complex program.  He showed an example where land had to be acquired in order to 
build a temporary road needed to keep traffic moving.   
 
Howard Mirowitz asked if there have been any challenging legal situations connected to 
right of way acquisition for the projects.  Ross Lew said obtaining any right of way requires 
a very thorough process outlined by State law and it does require a gr eat deal of 
coordination with the property owners.  For the most part, it has been less challenging for 
OCTA because they have been very transparent in terms of sharing with the property 
owners the need for the property and appraising the property fairly. 
 
OCTA had an initial Right of Way Information public meeting and invited everyone with a 
property impact to attend. The p roject details were shared and ev eryone was walked 
through the ROW process. This was done to give a transparent approach and to give a 
common understanding of the process. Individual meetings were then scheduled with 
ROW staff to discuss appraisal, valuation & settlement.  
 

B. Comprehensive Transportation Funding Programs (CTFP) Update 
Kia Mortazavi introduced Sam Kaur who gave an overview on the CTFP call for projects 
process.   
 
Terry Fleskes asked if there was anything significant in the material that came out of the 
semi-annual review process in the way of changes.  Sam Kaur said OCTA looked at the 
project status of each project and based on this, approved 11 project delays.  Most of the 
delays were caused by design changes and other delays were related to right of way 
acquisitions.  They canceled one project because they did not need the money.  Another 
project was granted Timely Use of Funds Extension.  This is the first time this has been 
granted since the inception of M2.  Agencies have 36 months to encumber the project 
funds and if they have not done this, they are to ask for Timely Use of Funds.  
 
Howard Mirowitz asked how the level of service (LOS) is calculated and how it enters into 
a decision of whether or not a proposal is funded.  Kia Mortasavi said LOS looks at the 
capacity of the intersection and whether the volume is 80%, or 90%, or sometimes is over 
100%.  This would occur if people are sitting at the red light at the intersection for more 
than one cycle of the red light.  In order to qualify for the program, the intersection needs to 
be at 80% or more.  The projects go through a ranking process taking in to account cost 
and benefits.  The projects are assigned points and the lower cost and higher benefits 
projects get more points. 
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Randy Holbrook asked if they look at the intersections at any certain time to obtain the 
LOS.  Kia Mortazavi said the look at the intersections at peak times. 
 
Linda Rogers asked if the CTFP occurs one time only or is it done every year.  Kia 
Mortazavi said it is done every year. 
 

C. I-5 Central Improvement Project Update 
Dennis Mak gave an update on the I-5 Central Improvement Project. 
 
Linda Rogers asked if the I-5 High Occupancy Vehicle (HOV) lane will be able to connect 
to the SR-22.  Dennis Mak said no.  Linda Rogers asked why not.  Dennis Mak said the 
purpose of the project was to increase the HOV lane capacity and this is consistent to M2 
Project A.  They are delivering this as promised to the voters.   
 
Linda Rogers asked if this project was part of the effort to address the HOV lane 
degradation.  Kia Mortazavi said projects like this help the system work better overall.  In 
this particular area it just happens to address the degradation issue.  Our goal is to try and 
improve mobility overall.   
 
Cynthia Hall asked how much right of way acquisition was involved for this project.  Dennis 
Mak said none; this project did not require any property acquisition.   
 

 9. OCTA Staff Updates 
   

Sales Tax:  Andrew Oftelie gave an update on the Sales Tax revenues.  The sales tax 
forecast from the three Universities (Chapman, Cal State Fullerton, UCLA) was updated in 
May 2014.  OCTA’s official Sales Tax Revenue projection is $15.9 billion. 
 
Other:  Alice Rogan handed out business size cards to help move people through the I-5 
South construction.  The c ards give all the different ways to find out about the construction 
project   
 
Alice Rogan reported the lottery for the new members of the TOC would be June 23, 2014.  
The current meeting would be the final meeting for Howard Mirowitz and Randy Holbrook.   
 

 10. Annual Eligibility Review Subcommittee Report 
  There was nothing to report. 
 
 11. Audit Subcommittee Report 

Jan Grimes gave a report on the Audit Subcommittee which met earlier in the evening.   
 

• They received the Selection of Cities for Measure M2 Agreed Upon Procedures audits.  
The suggestion for audits was made by the Annual Eligibility Review Subcommittee 
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and the normal five year rotation schedule.  Six cities were nominated and the Audit 
Subcommittee added four more. 

 
The original cities selected for Local Fair Share Audits were:  Aliso Viejo, Dana Point, 
Orange, Seal Beach, Stanton, and Westminster.  The  cities of Seal Beach and 
Westminster were also selected for the Senior Mobility Program (SMP) and Senior 
Non-Emergency Medical Transportation (SNEMT) audits. 

 
The Audit Subcommittee added four more cities to the Local Fair Share Audits:  Buena 
Park, Costa Mesa, La Habra, and Santa Ana. 

 
• Jan Grimes said the Audit Subcommittee reviewed the M1 and M2 Quarterly Reports 

and received a r eport on the Project U Fare Stabilization Report.  OCTA Staff is 
recommending to the Board to use excess money within the M2 Transit mode to solve 
the shortfall in the Project U Fare Stabilization Program.   

 
• The Audit Subcommittee was given for their information copies of the Orange County 

Local Transportation Authority (OCLTA) compliance tracking report.  This document is 
an internal tracking system for M2 projects. 

 
 12. Environmental Oversight Committee Report 
  There was nothing to report. 
 
 13. Committee Member Report 

Howard Mirowitz said it has been a pleasure serving on the TOC and would miss it when he 
leaves.  Jan Grimes said both Howard Mirowitz and Randy Holbrook would be missed.  They 
were very valuable members of the TOC and The TOC appreciated all they have done. 
 
Alice Rogan said on behalf of OCTA Staff she would like to thank both of them for their 
service. 
 

 14. Public Comments 
  There were no comments from the public. 
 
 15. Adjournment 

The Measure M Taxpayers Oversight Committee meeting adjourned at 7:00 p.m.  The next 
meeting will be August 12, 2014. 





Taxpayer Oversight Committee 
Fiscal Year 2013-2014 
Attendance Record 

X = Present E = Excused Absence * = Absence Pending Approval U = Unexcused Absence     -- = Resigned                                                                                                                                                                                                                      
  

9-Jul 13-Aug 10-Sep 8-Oct 12-Nov 10-Dec 14-Jan 11-Feb 11-Mar 8-Apr 13-May 10-Jun Meeting Date 

Terre Duensing   X  X  X  X  X  X 
               
Terry Fleskes  E  X  X  X  X  X 
             
Jan Grimes   X  X  X  X  X  X 
             
Nilima Gupta   X  X  X  X  X  X 
               
Cynthia Hall   X  X  X  X  X  X 
               
Randy Holbrook   X  X  E  X  X  X 
              
Phil La Puma   X  X  X  X  X  * 
               
Anh-Tuan Le   E  X  E  --  --  -- 
              
Nindy Mahal   X  X  X  X  X  X 
             
Howard Mirowitz  X  X  X  X  X  X 
             
Linda Rogers  --  --  --  X  X  X 
             
Jack Wu  X  X  E  X  E  * 
             

 
Absences Pending Approval 

Meeting Date Name Reason 
6/10/14 Phil La Puma Personal 
6/10/14 Jack Wu Personal 
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Orange County Transportation Authority 
550 South Main Street / P.O. Box 14184 / Orange / California  92863-1584 / (714) 560-OCTA (6282) 

August 4, 2014 
 
 
To: Executive Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Santa Ana/Garden Grove Fix ed-Guideway Proposed Financial 

and Implementation Plans  
 
 
Overview 
 
On May 23, 2014, the Orange County Transportation Authority Board of Directors 
directed staff to develop propos ed financial and implementa tion plans for the 
Santa Ana/Garden Grove Fix ed-Guideway Project with t he Orange County 
Transportation Authority serving as th e lead agency. S taff has devel oped the 
proposed financial and implementation plans and is seeking Board of Dir ectors’ 
direction for advancing the project.    
 
Recommendations 
 
A. Approve the Orange County Transportation Authority to serve as the l ead 

agency for project development and implementation, and operations and 
maintenance of the Santa Ana/Garden Grove Fixed-Guideway Project. 

  
B. Authorize the Chief Executive Officer to negotiate and execute a cooperative 

agreement with the citi es of Santa Ana and Garden Grove to defi ne roles 
and responsibilities for project devel opment through construction o f the 
Santa Ana/Garden Grove Fixed-Guideway Project. 

 
C. Direct staff to purs ue federal New Starts funding for the Santa Ana/ 

Garden Grove Fixed-Guideway Project and to submit a letter to the Federal 
Transit Administration requesting ent rance into project development, the 
first phase of the New Starts Program. 

 
D. Approve the use of Measure M2 Pr oject S revenues to fund operations and 

maintenance of future fixed-guideway projects.  
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E. Direct staff to prepare  a request for proposals for pr oject management 
consultant services for the Sant a Ana/Garden Grove Fixed-Gui deway 
Project and return to the Board of Directors for approva l to release the 
request for proposals.   

 
Background 
 
Since 2008, the cities of Santa Ana and Garden Gr ove (SA/GG) have been  
working on the development of the SA/GG Fixed-Guidew ay Project (Project) as 
part of the Measure M2 (M2) Project S: Transit Extensions to Metrolink program.  
The Project is currently in the env ironmental phase and is scheduled to be 
environmentally cleared in  fall 2014.  On May 23, 2014, the Orange County 
Transportation Authority (OCTA) Board of  Directors (Board) directed staff to 
develop a proposed financial  plan to f und capital, and operations and  
maintenance (O&M) of the Pr oject that maximizes the use of state and federal  
funding sources by leveraging M2 revenues. Additionally the Board directed staff to 
develop a proposed project implementation plan for the Project, with OCTA serving 
as the lead agency.  

 
In anticipation of th e cities o f SA/GG’s completion of the alte rnatives analysis, 
locally preferred al ternative (LPA) selection, environmental clearance, and the 
request to advance the Proj ect for further engineeri ng as part of project 
development, staff  is  prepared to identi fy roles and responsibilities and develop a 
financial plan to implement the Project.  
 
Discussion 
 
Financial Plan 
 
Consistent with OCTA’s standard financial planning practices, a cash flow analysis 
that demonstrates t he Project cash flow for both capi tal and ongoing O&M has 
been completed to advance projec t development.  As direct ed by the Board, staff 
has developed a viabl e and sustainable financi al plan for the P roject over the M2 
term, through 2041. Cost and ridershi p data were provided  by the City of  
Santa Ana and are based upon, and consistent with, the project development work 
to date. Both the capi tal and operating esti mates will continue to be refined as 
additional project development and engineering is completed in future phases. The 
following factors served as a framework in the development of the financial plan:   
 
 The total available sal es tax revenue fo recast for Project S over the life of 

M2 is $1.3 billion. 
 

 Funding needs for other Project S-eligible projects, including, but not limited 
to, Anaheim Rapid Connection (ARC) an d the rubber-ti re projects are 
considered. 
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 The M2 Ordinance states that “The Au thority shall make every effort to 
maximize state and federal funding for Transit Projects.” 

 
 The Board previously  directed that the Project remain eligible for the 

Federal Transit Administration’s (FTA) New/Small Starts Program.  
 

Staff also considered the desire to deliver the benefits of the Project in the most 
expeditious manner possible, while ensuring the most prudent use of M2 funds  
and consistency with the M2 Ordinance by leveraging its use to maximize state 
and federal funding s ources. Staff has al so considered debt financing, which 
has previously been used by OCTA to successfully advance project delivery.  
 
Given the above framework and consider ations, the following financial 
scenarios were developed based on three separate capital funding 
assumptions:  
 
 Scenario A (New Starts): Assume $125 million of federal New Starts funding 

and $125 million of local and other funds.  
 

 Scenario B (Small Starts): Assume $75 million of federal Smal l Starts 
funding (maximum federal contri bution on a Small Starts project) and  
$175 million of local and other funds. 
 

 Scenario C (Non-N ew Starts): Assume $125 million of other  
federal (Non-New Starts) funding and $125 million of local and other funds.  

 
All three scenarios assume t he current esti mate of capi tal cost for the Project’ s 
preliminary recommended alternative, S treetcar Alternative 1, with construction 
completed in fiscal year (FY) 2018-19.  However, given that the Project LPA has 
not been adopted by the Santa Ana City C ouncil as of t he preparation of this 
report, the capital cost for Streetcar Alternative 2 was also evaluated.  
   
In terms of operating rev enue and expenses, a nu mber of assumptions had to be 
made consistent with the level of project development completed to date.  
 
Operating Revenue Assumptions 
 
The City of Santa Ana will c ontribute ten percent of t he operating cost (net of 
farebox). The M2 Projec t S funding guidelines for preliminary engineering, 
approved by the Board in September 2010 , specify that operati ons would be 
potentially eligible for Congestion Mi tigation and Air Quality Im provement funds,  
and Project S should not be used. However,  as the projects have progressed and 
the financial capacity of P roject S has been further revi ewed, staff is 
recommending that Project S be an eligible source for O&M. The use of M2 funds 
to subsidize O&M of a transit system is consistent with other projects within the M2 
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transit mode, includi ng Project R- High Frequency Metrolink Servi ce,  
Project U- Expand Mobility Choices for Seni ors and Persons with Disabilities, and 
Project V-Community Based Transit/Ci rculators, and allo wable under the M2 
ordinance.     
 
Twenty percent farebox recov ery is assu med in the base year  of operations,  
FY 2018-19, and fare revenue per boarding is assumed to be $1.17.  The fare 
revenue per boarding estimate is consist ent with the current OCTA fixed-route 
fare revenue per boarding escalated by Consumer Price Index (CPI). 
 
The City of Santa Ana esti mates opening year ri dership to range between  
3,000-5,000 daily riders. Addi tional opening year ri dership modeling will be 
performed as part of the subsequent phase of project development consistent with 
FTA New Starts requirements.   For the purposes of a draft financial plan, an 
estimate of 3,400 daily riders i s assumed in the base year  of operations.  
This conservative estimate is on the lower end of the ridership range provided and 
equates to 20 percent farebox return, consistent with federal requirements.  Daily 
ridership of 6,100 in 2035 is also as sumed, consistent wi th the SA/GG 
environmental impact report (EIR). 

 
Operating Expense Assumptions 
 
Estimated annual operating cost in FY 2018-19 is $5.97 million, and is based on 
the SA/GG EIR assumption of $4.93 m illion in 2011 escalated by CPI.  
Estimated annual operating cos t in FY 2018-19 net of fare revenue, and the 
cities of SA/GG contributions is $4.30 million.   Annual revenue hours of 26,36 4 
are assumed consistent with the SA/GG EIR. 
 
Capital Rehabilitation and Replacement Expense Assumptions 
 
The useful life of streetcars can va ry between 25 and 50 years dependen t on 
the level of routine maintenanc e performed on the vehicles.  Modern streetcar 
systems typically utilize a useful life estima te of 30 years, with a midlife cost of 
$500,000 per streetcar. Additionally, st aff has assumed system rehabilitation 
cost to be $1 million every five years which is a reasonable and  conservative 
assumption compared to other street car systems.  These cos ts have been 
escalated by CPI for each scenario. 
 
Debt Service Assumptions 
 
The interest rate for financing is  assumed to be five percent, with final maturity 
in FY 2039-40. The cost of debt issuance is assumed to be 0.7 percent, with a 
debt service reserve fund of ten percent per issuance. 

 



Santa Ana/Garden Grove Fixed-Guideway Proposed Financial 
and Implementation Plans 

Page 5

 

 

Cash flows for each capital funding scenar io are provided in Atta chments A, B, 
and C.  To provide a comprehensive revi ew of the overall Project S program 
capacity, the attached cash flows in clude revenues and expenses based upon 
estimates OCTA has  to date f or the Project, rubber-tired projects, and the 
Anaheim Rapid Connection (ARC) Project. For the Project, once an LPA has  
been adopted and additional engineering has been completed the project cost 
will be refined. Additionally, gi ven the early stages of development of the  
ARC project and project co st and sc hedule uncertainties, the ARC proj ect 
estimates are subject to revisions pending updated cost and schedule information 
provided by the City of Anaheim.   
 
The following table provides a summary of each scenario in terms of the amount 
of external funding, Projec t S pay-as-you go funds, total debt issued, total debt 
service, and ending Project S program balance in FY 2040-41.  
 
Financial Scenarios with Project, Rubber-Tired, and ARC    
 

 
 
Based on current rev enue and expenditure assumptions for Project S, it  is 
anticipated that the amount  of forec asted Project S revenue (both sales ta x 
revenues and external sources) would be sufficient to meet the funding needs for 
any one of the Pr oject capital funding scenarios, as well as the oth er  
Project S-eligible projects, inc luding the ARC and the r ubber-tired projects.  
Each scenario leaves a s ignificant balance in the P roject S pr ogram that will 
provide the financial resources necessary to deliv er additional or e xpanded 
projects.  
 
Although the three fi nancial scenarios are viable, staf f is recommending that 
OCTA pursue New Starts funding given th e project cost esti mate and potential 
for a higher federal funding participat ion. While the program does pres ent 
certain constraints, given its highly co mpetitive nature and potential impacts to 
the Project schedule inherent with f ederal reviews and approvals, the 
opportunities that ac company a project deemed m eritorious by the FT A are 
extensive not just for the short-term project benefits, but for the long-term 

Measure M2 Ending Project S
Project S Debt Total Program Balance

Federal Pay-As-You Go Issuance Debt in Fiscal Year
($ in Millions) Funds Funds Required Service 2040-41

Scenario A 294.1 164.1 130.0 226.1 611.1
(New Starts)

Scenario B 244.2 139.0 205.0 351.5 502.8
(Small Starts-SA/GG
New Starts- ARC) 

Scenario C 294.1 164.1 130.0 226.1 611.1
(Non-New Starts)



Santa Ana/Garden Grove Fixed-Guideway Proposed Financial 
and Implementation Plans 

Page 6

 

 

viability of the transit program in Orange County. The New Starts program is a 
proven project development framework with expert resources provided by FTA to 
oversee the Project from engi neering through construction. Additionally, pursuing 
New Starts would not impact current funding commitments on other OCTA 
projects and programs. 
   
Implementation Plan  
 
The intent of the implement ation plan is to identify roles and responsibilities to 
fund, implement, operate, and maintain  the Project. While the terms and 
definitions of project phases may  vary, the implementation of a transit project is 
not unlike the implem entation of a highway project i n terms of the range of 
activities that need to be completed as it relates to project scope, schedule, and 
budget.   
 
Additionally, the plan serves as a roadmap for the key activities that will need to 
occur, when they need to occur, and by which agenc y. The structure of the 
implementation plan is cons istent with the requirement s placed on a proj ect 
pursuing FTA’s New Starts funding. Pending Board approval to pursue  
New Starts, the implementa tion plan will be utilized to advise FTA that OCTA  
and the ci ties of SA/GG have establishe d clear lines of responsibility and 
commitment to advance the Project bey ond initial planning to engineer ing, 
design, and construction.  
 
Based upon prior Board dire ction, input from the Ci ty of Santa Ana serving 
as the lead agency for environmental  clearance on behalf of the City  of 
Garden Grove, as well as guidance from the FTA, the implementation plan 
assumes that OCTA will serve as lead agency for: 
 
 Project development, engineering, construction, operations, and 

maintenance 
 

 Project sponsor responsible for se curing Project funds for capital and 
operations, including serving as the designated recipient for the pursuit of 
federal discretionary funds 
 

 Owner of Project assets 
 
To realize certain project efficiencies, and consistent with M2 Project S: Transit 
Extensions to Metrolink Program, the cities of SA/GG shall serve in the following 
roles:  
 
 Support in the continued development, engineering, and construction of the 

Project. 
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 Provide ten percent annual  operating contribution  (from the City of  
Santa Ana) 

 
 Assist with necessary right-of-way (ROW) acquisitions, approvals, and 

permits, as well as utilities and utility relocation 
 
 Assist with outreach to community members, residents, business owners, 

and other stakeholders 
 

Based upon these assumptions, the propo sed implementation plan provides a 
breakdown of activi ties associated wit h the expected roles and responsibili ties 
(Attachment D). Key activity sections include:  
 
 Project Management  
 Financial Planning  
 Interagency Agreements 
 Environmental Review  
 FTA New Starts Evaluation  
 Procurement  
 ROW Acquisition  
 Safety/Security 

 Public Involvement  
 Design/Engineering 
 Construction Management 
 Start-up and Testing    
 Operations and Maintenance  
 Project Closeout  

 
 

 
The key activity sections are broken out  to demonstrate responsibilities as t he 
lead agency, and when each activity should be initiated, refined, and completed 
for each of the stages of the FTA- defined New Starts process: Project 
Development, Engineering, and Full Fu nding Grant Agreement/Construction.  
Should Small Starts be pur sued, the Project stages are condensed to project 
development and construction; although s imilar activities need to be completed 
as in New Starts, there is one less FTA evaluation, rating, and approval step in 
Small Starts.  
 
Next Steps 
 
Based upon the proposed im plementation plan and support from the ci ties of  
SA/GG, staff is seeking Boar d approval for OCTA to serve as the lead agency for 
project development, implementation and O&M, and to request from FTA entry into 
project development based upon the ident ified roles and responsibilities. 
Additionally, staff is seek ing Board approval to auth orize the C hief Executive 
Officer to negotiate and execute an agreement with the City of Santa Ana and the 
City of Garden Grove that defines these roles for pr oject development through 
construction. Staff would return at a later point in the projec t development process 
with an agreement for the O&M of the Project.    
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Once accepted by F TA to enter into pr oject development, OCTA will have  
two years, per FTA requirements, to complete as much engineering and des ign 
work on the Project as needed t o confirm project scope and cost. A significant  
component of this phase will be initiati ng the project management plan (PMP). 
The PMP is accompanied by multiple su b-plans and establishes how OCTA will 
continuously manage the Project during en gineering, includes a staffing plan 
that identifies key personnel, and demons trates OCTA’s management capacity 
and capability to deliv er the Project c onsistent with a defined sc ope, schedule, 
and cost estimate.  
 
Staff is recommending procurement of a project management consultant (PMC) 
to support staff in managing this  effort and will return to the Board for approval 
to release a request for proposals. The pr ocurement of a PMC is the first of  
multiple procurements for resources for which staff will seek Board approval to 
support OCTA in the managem ent, delivery, and O&M of the Project. Staff will 
return with a full procurement plan and schedule for procuring additional 
resources as referenced in Attachment E.  
 
Consistent with standard programming pr actices, OCTA will pursue o ther 
available state and federal funding opportunities, includ ing, but not limited to, 
state cap-and-trade funds. 
 
Summary 
 
Based upon proposed financial and implementation plans, staff is seeking 
Board of Directors’ approval t o serve as the implementing le ad agency, and 
operator and maintainer for the Santa Ana/Garden Grove Fi xed-Guideway 
Project.  Staff is also seeking Board of  Directors’ approval to request entranc e 
into project development, the first phase of  the New Starts Program, from the 
Federal Transit Administration.  
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Attachments 
 
A.  M2 Transit Extensions to Metrolink (Project S) Cash Flow – Scenario A 
B. M2 Transit Extensions to Metrolink (Project S) Cash Flow – Scenario B 
C. M2 Transit Extensions to Metrolink (Project S) Cash Flow – Scenario C 
D.  Proposed Project Implementation Plan 
E.  Overview of Anticipated Proc urements for Santa Ana/Garden Grove 

Fixed-Guideway Project 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 
 

Approved by: 

Kelly Hart  Jim Beil, P.E. 
Project Manager 
(714) 560-5725 

Executive Director, Capital Programs 
(714) 560-5646 
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PROPOSED PROJECT IMPLEMENTATION PLAN 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Project Staffing Org Chart - should include reporting and functional relationships
Develop staffing plan
Project management/staff experience

Project Definition Description of Alternatives
Project Maps
Purpose and Need
Travel Forecasting
Operating Plan(s)
Selection of Locally Preferred Alternative (LPA) by City of Santa Ana (CSA)

OCTA Board of Directors approves completion of the LPA by CSA
Project Schedule Basis of Schedule

Refined schedule - utilizes scheduling software
Full schedule - including construction, testing, and startup

Technical and Legal Capacity Technical Capacity
Legal Capacity

Project Management Plan Risk Management Plan
Rail Fleet Management Plan
Bus Fleet Management Plan
Safety and Security Plan
Real Estate Management Acquisition Plan (RAMP)
Quality Assurance/Quality Control Plan
Materials Testing Plan
Project Controls Plan
Contingency Management Plan
Start-up and Testing Plan

Financial Plan Capital Cost, Unit Costs, and Contingencies (SCC Workbook)
Operating and Maintenance Cost, Methodology
Project cash flow - 20 years
Agency capital and O&M cash flow - 20 years
FTA Coordination

Quarterly Financial Reviews Coordination of financial planning for project with CSA and the Federal Transit 
Administration (FTA)

OCTA/CSA/FTA

Project Funding Capital
Operations and Maintenance

Establish Project Budget Identify and Commit Local Funding Sources
Ensure project included in Transportation Improvement Program, Statewide 
Transportation Improvement Program, Financially-Constrained Regional 
Transportation Plan

Lifecycle Cost Planning Capital
Operations and Maintenance
Consideration of State of Good Repair needs/projects

Intergovernmental Agreements Identify and Draft Agreement of Project Responsibilities
Right-of-Way (ROW) Use Agreement
Utility Agreement

Third-Party Agreements Private utility relocation agreements
Master permitting plan and schedule
Public/private funding agreements

Project Oversight Local - OCTA OCTA
Federal - Project Management Oversight Committee OCTA/FTA

OCTA/CSA

OCTA/CSA

OCTA

FINANCIAL PLANNING

OCTA/CSA

OCTA/CSA

OCTA/CSA

OCTA/CSA

Orange County Transportation Authority 
(OCTA)

OCTA/CSA

OCTA

PROPOSED RESPONSIBLE PARTY*SECTION SUBSECTIONS

Pre-Project 
Development

Project Development 
(Entry: Apr 1, 2015)

PROJECT MANAGEMENT

20192014 2015 2016 2017 2018 2020

Construction
(FFGA: Oct 1, 2017)

Testing / 
Start-up

Ops
Engineering

(Entry: Jul 1, 2016)

GOVERNANCE / INTERAGENCY AGREEMENTS

nfaelnar
Text Box
ATTACHMENT D
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Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

PROPOSED RESPONSIBLE PARTY*SECTION SUBSECTIONS

Pre-Project 
Development

Project Development 
(Entry: Apr 1, 2015)

 

20192014 2015 2016 2017 2018 2020

Construction
(FFGA: Oct 1, 2017)

Testing / 
Start-up

Ops
Engineering

(Entry: Jul 1, 2016)

Prepare environmental documentation Federal CSA
State - California Environmental Quality Act CSA

Document Review OCTA Board Approves Completion of Draft Environmental Document OCTA
Final EIR Certification by Santa Ana City Council CSA
FTA Issues Finding of No Significant Impact FTA

Implementation of findings/mitigation Ensure measures included in procurement, design OCTA/CSA
Construction monitoring OCTA/CSA

Project Justification Criteria Cost effectiveness
Land use
Economic Development
Mobility Improvements
Congestion Relief
Environmental Benefits

Local Financial Commitment Current Capital and Operating Condition
Commitment of Capital and Operating Funds
Reasonableness of the Financial Plan

PMOC Reviews, Coordination Ongoing project review with FTA Contractor OCTA/FTA
Before and After Study Before survey

After survey
Work plan
Interim deliverables
Final study

FTA Coordination Project development reviews OCTA/FTA
Commitment of capital and operating funds
Negotiate Full Funding Grant Agreement - Final Financial Plan OCTA/CSA

Asset Management / State of Good Repair Include project in OCTA asset management plan

Outline timing, needs for SOGR projects

Establish Contract Implementation Plan Consideration of project delivery methods

Establish approach to operations and maintenance
Materials Procurement Establish party responsibile for procurement of materials OCTA
Vehicle Procurement Request for Information / Request for Quotation - information collection

Request for Proposal
Contract award
Oversight during manufacturing / inspection
Delivery
Vehicle Acceptance

Acquire ROW Develop RAMP
Title reports and appraisals
Maintenance Facility
Project related ROW

Safety certification Develop and complete checklists OCTA
California Public Utilities Commission Ongoing coordination OCTA/CSA

Public Outreach Plan Develop and refine public outreach plan
During planning, environmental process
During construction

Media Relations Ongoing coordination OCTA/CSA

OCTA

OCTA

OCTA

OCTA/CSA

PROCUREMENT

SAFETY AND SECURITY

FTA NEW STARTS EVALUATION

PUBLIC INVOLVEMENT

ROW

ENVIRONMENTAL REVIEW

OCTA/FTA

OCTA/CSA/FTA

OCTA/FTA

OCTA/CSA
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PROPOSED RESPONSIBLE PARTY*SECTION SUBSECTIONS

Pre-Project 
Development

Project Development 
(Entry: Apr 1, 2015)

 

20192014 2015 2016 2017 2018 2020

Construction
(FFGA: Oct 1, 2017)

Testing / 
Start-up

Ops
Engineering

(Entry: Jul 1, 2016)

Design criteria Develop design criteria manual OCTA

Utility Relocation Identify location, type, and quantities OCTA/CSA
Project Cost Estimation Capital

Operations and Maintenance
Geotech Report Establish baseline report OCTA
Value Engineering Process to identify and include efficiencies in design, const. OCTA
Design (Exact approach will depend on 
project delivery method selected)

Procure designer
OCTA

Conceptual Engineering: Approximately ten percent CSA
Preliminary Engineering: Approximately 30 percent Design OCTA/CSA
Final Design: Design Completion OCTA

Maintenance and Storage Facility Site Location
Layout and Design

Contract Phasing Establish sequencing of construction; link milestones across contracts OCTA/CSA
Project Controls Document and Records Control

Internal reporting procedures
Cost Control Procedures
Schedule Control Procedures
Risk Control Procedures
Dispute / Conflict Resolution Plan

Coordination Third Party
Maintenance of Intergovernmental Agreements

Inspection Document and Records Control
Internal reporting procedures

Risk Management Process established
Risk assessment / Risk Management Plan
Risk Monitoring

Maintenance and Storage Facility Construction OCTA/CSA/FTA

Testing Testing of project, line OCTA
Education Opening Activities

Safety Awareness
Rider Communications

Training Plan Staff OCTA

Labor Relations and Policies Wage rates and classifications
Wage and hour requirements
State and local regulations

Performance Monitoring Ongoing monitoring of mechanical project elements
Ongoing monitoring of operational performance

Preventative Maintenance Ongoing required maintenance of capital project elements OCTA
Vehicle Maintenance Planning Ongoing required maintenance of capital project elements OCTA

Closeout materials Adherance to FTA project close-out procedures OCTA/FTA

* Responsibility subject to change pending completion of PMP and ongoing discussions with the Cities of Santa Ana and Garden Grove 

OCTA/FTA

OCTA

OCTA

OCTA

OCTA/CSA

OCTA/CSA

OCTA

OCTA/CSA

OCTA

OPERATIONS

PROJECT CLOSEOUT

DESIGN AND ENGINEERING

CONSTRUCTION MANAGEMENT

START-UP AND TESTING

MAINTENANCE





ATTACHMENT E 

Overview of Anticipated Procurements for Santa Ana/Garden Grove  
Fixed-Guideway Project 

 
 
Type of Service  Scope of Activities  Anticipated Schedule for 

Release-Duration  
Project Management/ 
Construction 
Management Consultant  

Oversee engineering and 
construction activities on 
behalf of Orange County 
Transportation Authority 

2014-2019  

Design/Engineering  Through Final Design, 
including Right-of-Way   

2015-2017  

Construction  Capital, vehicles, utilities  2017-2019  
Operations and 
Maintenance  

Operations and 
Maintenance Contract(s)  

2018  

 





                                                                                       COMMITTEE TRANSMITTAL 

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

 
June 9, 2014 
 
 
To: Members of the Board of Directors 
    
From: Wendy Knowles, Clerk of the Board 

Subject: Measure M2 Environmental Mitigation Program Update 

Regional Planning and Highways Committee Meeting of June 2, 2014 

Present: Directors Donchak, Harper, Lalloway, Miller, Murray, Nelson, 
and Spitzer 

Absent: Director Bates 

Committee Vote 

This item was passed by the Members present. 

Committee Recommendation 

Receive and file as an information item. 
 

 

















 Orange County Transportation Authority Environmental Mitigation Program Restoration Projects  

Restoration 
Projects 

Sponsors Cost 
Approximate 

Acreage 
Geographic 

Area 
Targeted Habitat Types  

City Parcel 
City of San Juan 

Capistrano 
$1,500,000  53 

San Juan 
Capistrano 

Riparian corridor, upland coastal sage scrub 
(CSS), oak woodland, and native grassland 

Fairview Park City of Costa Mesa $2,000,000  23 Costa Mesa 
Wetlands, native grassland, CSS, willow scrub,  

oak woodland 

Irvine Ranch 
The New Irvine 

Ranch Conservancy 
$1,450,000  94.9 Irvine 

Chaparral, CSS, coast live oak/sycamore,  
oak woodland, native grassland, and riparian 

UCI 
Ecological 
Reserve 

Nature Reserve of 
Orange County 

$325,000  8.5 Irvine Cactus scrub 

Big Bend 
Laguna Canyon 

Foundation 
$87,500  3.7 Laguna Beach Upland CSS, riparian woodland 

Aliso Creek 
Laguna Canyon 

Foundation 
$1,105,000  55 Laguna Niguel Riparian 

Chino Hills 
State Park 

California Department 
of Parks and 
Recreation 

$193,000  21 Yorba Linda 
Willow riparian, oak-walnut woodland,  

cactus scrub  

Harriett 
Weider 
Regional 
Park 

Bolsa Chica 
Conservancy 

$475,000 8.2 
Huntington 

Beach 
Native grassland, CSS, riparian 

Lower 
Silverado 
Canyon 

The New Irvine 
Ranch Conservancy 

$1,399,580  44 
County of 
Orange 

Riparian 

North Coal 
Canyon 

California Department 
of Parks and 
Recreation 

$247,500  5.5 Yorba Linda Riversidian Alluvial fan CSS 

West Loma 
The New Irvine 

Ranch Conservancy 
$1,296,000  80 

County of 
Orange 

Scrub, riparian 

  
$10,078,580  
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                                                                                       COMMITTEE TRANSMITTAL 

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

 
June 23, 2014 

To: Members of the Board of Directors 

From: Wendy Knowles, Clerk of the Board 

Subject: Measure M2 Fare Stabilization Update 

Finance and Administration Committee Meeting of June 11, 2014 

Present: Directors Bates, Hennessey, Jones, Lalloway, Moorlach, 
Spitzer, and Ury 

Absent: Director Pulido 

Committee Vote 

This item was passed by the Members present. 

Committee Recommendations (Reflects a change from Staff’s Recommendation) 

A. Direct staff to develop solutions to address the shortfall in the senior 
and disabled fare stabilization program revenue utilizing funds within 
the Measure M2 Transit Program, or any other alternatives, as part of 
the Measure M2 Ten-Year Comprehensive Program Review.  

 
B. Direct staff to continue to return to the Finance and Administration 

Committee and the Board of Directors on an annual basis to provide 
an update on the status of the fare stabilization program. 

 
 





 

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

June 11, 2014 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Measure M2 Fare Stabilization Update 
 
 
Overview 
 
Measure M2 allocates one percent of net revenues to stabilize fares for seniors 
and persons with disabilities under Project U.  Due to the significant decrease 
in projected revenue available for Project U as compared to the original 
projections in 2005, it is anticipated that the one percent allocation will be 
insufficient to meet projected expenditures over the life of the Measure M2 
Program.   
 
Recommendations 
 
A. Direct staff to develop solutions to address the shortfall in the senior and 

disabled fare stabilization program revenue utilizing funds within the  
Measure M2 Transit Program as part of the Measure M2 Ten-Year 
Comprehensive Program Review.  

 
B. Direct staff to continue to return to the Finance and Administration 

Committee and the Board of Directors on an annual basis to provide an 
update on the status of the fare stabilization program.   
 

Background 
 
Since inception in 1991, the Measure M1 (M1) Program transit mode has 
included funding for the stabilization of senior and disabled passenger fares.  
The M1 Program allocated $20 million ($1 million per year) to fund this 
program.  Age eligibility for a senior during M1 was consistent with the Federal 
Transit Administration’s definition of a senior, which was age 65 or greater.  
The M1 Ordinance was silent as to the required percentage of fares that  
M1 would stabilize.  As a result, the Orange County Transportation  
Authority (OCTA) Board of Directors (Board) approved a policy that stabilized 
fares for seniors and persons with disabilities at an amount that matched the 
$20 million in M1 revenues. 
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Measure M2 (M2) Project U continued funding for the stabilization of senior 
and disabled passenger fares by allocating one percent of the net revenues for 
this purpose.  M2 applies a less restrictive age eligibility requirement, defining a 
senior as age 60 or greater.   Unlike M1, M2 provides specific guidance that 
fares will be stabilized “in an amount equal to the percentage of partial funding 
of fares for seniors and persons with disabilities as of the effective date of the 
ordinance.” 
 
When the M2 Program was developed in fiscal year (FY) 2005-06, sales tax 
revenue based on the original three-university forecast was anticipated to 
reach $232 million over the 30-year period for the program.  Based on 
projected ridership figures at the time, this amount of revenue was sufficient to 
meet the ordinance requirements of the percentage of partial funding of fares, 
while also lowering the age requirement from 65 to 60. 
 
Forecasts for M2 sales tax collections based on the FY 2013 three-university 
forecast are now lower than the original estimate by approximately 35 percent.  
As a result, the amount of M2 sales tax revenues projected for the Fare 
Stabilization Program has dropped from $232 million to $148 million over the 
30-year M2 period.  Despite the large reduction in forecasted revenue, the M2 
Ordinance still requires the Fare Stabilization Program to continue to fund the 
same percentage of partial funding as of the effective date of the M2 
Ordinance, which was November 8, 2006.  This requirement limits the OCTA’s 
flexibility to reduce fare stabilization expenditures commensurate with the 
reduction in revenue. 
 
Staff has continually monitored the financial viability of the M2 Fare 
Stabilization Program.  On February 14, 2011, the Board approved  
M2 Project U Funding and Policy Guidelines.  At that time, a potential shortfall 
in the Fare Stabilization Program was already being forecasted due to the drop 
in M2 sales tax collections.  As a result, the Board directed staff to utilize 
unallocated funds from the Senior Mobility Program (SMP), also a Project U 
Program, to help backfill the shortfall in the Fare Stabilization Program.  Over 
the 30-year period of M2, this provides approximately $6 million to the  
Fare Stabilization Program. 
 
Even with the backfill of the SMP, current projections are that the amount of M2 
sales tax revenue dedicated to the fare stabilization program will be  
$154 million.  The projected need to fulfill the M2 Ordinance requirement is  
$248 million (Attachment A).   
 
Staff has provided annual updates on the Fare Stabilization Program to the 
Finance and Administration (F&A) Committee and the Board.  On  
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February 26, 2014, the F&A Committee requested that staff return in May with 
potential solutions to the funding shortfall.   
 
Discussion 
 
Staff has analyzed potential solutions to address the shortfall in program 
funding.  The potential solutions include: 1) addressing the shortfall with funds 
from another M2 Transit Program; 2) continue the program as-is and utilize 
funds from a non-M2 program to fill the funding gap; 3) continue the program at 
current funding levels, and then end the program once funds are exhausted;  
4) amend the M2 ordinance to align program expenditures with program 
revenue.  
 
In order to accommodate the fare stabilization requirement as it is written  
in the Ordinance, 1.68 percent of the net M2 revenues would be required 
(versus one percent allocated within the Ordinance).  One solution to 
addressing the shortfall in the Fare Stabilization Program would be to utilize 
funds from one of the other M2 transit programs (Projects R, S, T, U, V or W – 
Attachment B).  This solution keeps the promise made to senior and disabled 
riders and does not transfer the financial commitment to the riders or other 
OCTA programs.   
 
This solution would be similar to other programs in M1 or M2.  As some 
projects or programs have been completed under budget and satisfied the 
Ordinance commitments, the remaining funds have been allocated to other 
projects in the mode that could use the funding.  The M2 Ordinance requires 
that a Ten-Year Comprehensive Program Review be conducted for precisely 
this purpose.  As part of that review, staff will be evaluating the entire  
M2 Program, including projects within the M2 Transit Program, and potential 
programmatic changes may be recommended.  This option would require a 
transfer of funds between M2 transit projects, would require approval by a vote 
of not less than two thirds of the Taxpayers Oversight Committee, and approval 
by the Board. 
 
The Ten-Year Comprehensive Program Review will begin in the next year.  If it 
is determined that one of the other transit programs within M2 has excess 
funds after meeting the voter commitments, it is an attractive option for filling 
the fare stabilization deficit.  This option keeps all of the original promises of 
the M2 Ordinance while not raising fares for seniors or disabled riders, or 
utilizing funds from another OCTA funding source outside of M2.  As such, staff 
is recommending that the Board direct staff to look at this option as part of the 
Ten-Year Comprehensive Program Review.   
 



Measure M2 Fare Stabilization Update Page 4 
 

 

 

A second option would allow the program to operate as-is and run an annual 
deficit.  Under this option, one percent of the net M2 revenue would be 
transferred to bus operations each year to stabilize fares, and the annual 
shortfall would be absorbed by bus operations.  Though the annual deficit is 
estimated to be small over the next six years, it grows substantially over the 
final 21 years of the program, and would likely lead to service reductions in 
order to absorb the reduction in funding.  This option would continue to 
stabilize fares for seniors, but does so at the expense of service to all riders of 
the bus system.  
 
The third option would allow the Fare Stabilization Program to make annual 
transfers larger than one percent in order to cover the cost of the program, but 
would discontinue the program once the program’s estimated revenue has 
been exhausted.  Based on anticipated revenue and expenditures, funds for 
the Fare Stabilization Program would be exhausted by FY 2033-34.  Once the 
funds are exhausted, the amount needed to subsidize fares would be 
approximately $12.4 million per year, increasing to $16.6 million by  
FY 2039-40.  This amount would need to be subsidized by external sources 
such as passenger fares, funds from the bus program, or fixed-route service 
levels would need to be adjusted to match the reduction in ongoing revenue.     
 
The fourth option would allow OCTA to match ongoing expenditures with 
revenue by amending the language in the M2 Ordinance.  By amending the 
Ordinance, OCTA could reduce expenditures by increasing the eligibility age or 
eliminating the requirement that the Fare Stabilization Program fund the same 
percentage of funding as of the effective date of the M2 Ordinance.    
 
If OCTA were to increase the eligibility age in order to match ongoing 
expenditures with revenue, the eligibility age would need to be increased to  
68.  Doing so would eliminate the entire subsidy for seniors between the ages 
of 60 to 67.  The decrease in subsidy would result in a cost increase for that 
group of riders of approximately 63 percent.   This would have a substantial 
negative impact on ridership for seniors between 60 and 67 years of age. 
 
Alternatively, if the Ordinance allowed the percentage of funding to change, the 
subsidy percentages could be reduced to match ongoing revenues.  Under this 
scenario, the subsidy would be decreased for all ages of senior riders, and   
costs for all senior and disabled riders would increase approximately  
28 percent to backfill the shortfall in funding.  This action would also have a 
negative impact on ridership for both senior and disabled riders.   
 

Both of these options reduce expenditures to match revenue, but do so by 
raising costs for senior and disabled riders, which would result in a significant 
reduction in senior and disabled ridership.    Both of these options would 
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require an amendment to the M2 Ordinance and must be approved by a vote of 
not less than two thirds of the Board.     
 
Summary 
 
Staff has assessed remedies to address the shortfall in the M2 senior and 
disabled Fare Stabilization Program funding and recommends that a plan be 
developed utilizing funds within the M2 Transit Program. Staff further 
recommends that the evaluation of programmatic changes within the  
M2 Transit Program take place as part of the Ten-Year Comprehensive 
Program Review of the M2 program which will begin within the next year.  
 
Attachments 
 
A. M2 Fare Stabilization Cash Flow 
B. M2 Transit Project Descriptions 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 Approved by: 

 
Sean Murdock  Andrew Oftelie 
Department Manager, 
Financial Planning & Analysis 
714-560-5685 

 Executive Director,  
Finance and Administration 
714-560-5649 

 





2011-2020 Forecast
M2 Total 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

M2 Revenue

Fare Stabilization 147,775,576$     589,703$            2,396,009$         2,543,643$         2,701,278$         2,882,328$         3,068,853$         3,232,617$         3,379,340$         3,518,716$         3,656,805$         

SMP Surplus 5,743,410           -                      391,720              316,285              176,203              100,358              106,895              112,628              117,734              120,711              127,453              

Total Revenue 153,518,986       589,703              2,787,728           2,859,927           2,877,481           2,982,686           3,175,748           3,345,245           3,497,074           3,639,427           3,784,258           

Subsidy Required

ACCESS 19,108,983         198,270              204,344              213,308              224,163              230,387              236,788              291,040              298,510              306,191              314,090              

Fixed Route 229,166,117       516,854              2,142,720           2,634,357           3,184,259           3,314,997           3,434,672           3,806,267           4,161,999           4,284,678           4,413,524           

Total Subsidy 248,275,100       715,124              2,347,064           2,847,665           3,408,422           3,545,384           3,671,459           4,097,307           4,460,509           4,590,869           4,727,615           

Surplus / Deficit (94,756,114)$      (125,422)$           440,664$            12,263$              (530,941)$           (562,698)$           (495,711)$           (752,062)$           (963,435)$           (951,442)$           (943,357)$           

2021-2031
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

M2 Revenue

Fare Stabilization 3,786,259$         3,923,733$         4,071,063$         4,225,825$         4,388,557$         4,562,048$         4,752,752$         4,945,064$         5,142,550$         5,360,377$         5,588,017$         

SMP Surplus 131,992              136,804              141,942              145,438              153,059              159,127              165,798              172,524              177,487              187,036              194,997              

Total Revenue 3,918,251           4,060,537           4,213,006           4,371,263           4,541,617           4,721,175           4,918,549           5,117,588           5,320,038           5,547,412           5,783,014           

Subsidy Required

ACCESS 386,153              396,164              406,461              417,050              512,860              526,285              540,092              554,294              681,793              699,800              718,324              

Fixed Route 4,880,919           5,325,342           5,486,821           5,653,475           6,235,568           6,781,031           7,000,330           7,227,326           7,950,431           8,632,302           8,936,200           

Total Subsidy 5,267,072           5,721,506           5,893,281           6,070,525           6,748,428           7,307,316           7,540,422           7,781,619           8,632,224           9,332,103           9,654,523           

Surplus / Deficit (1,348,821)$        (1,660,970)$        (1,680,276)$        (1,699,263)$        (2,206,812)$        (2,586,141)$        (2,621,872)$        (2,664,031)$        (3,312,186)$        (3,784,690)$        (3,871,509)$        

2032-2041
2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

M2 Revenue

Fare Stabilization 5,827,488$         6,075,713$         6,338,684$         6,616,329$         6,908,855$         7,214,991$         7,536,392$         7,871,957$         8,223,022$         6,446,608$         

SMP Surplus 203,371              212,059              219,333              230,984              241,208              251,900              263,174              272,969              287,186              225,037              

Total Revenue 6,030,859           6,287,772           6,558,017           6,847,313           7,150,063           7,466,891           7,799,567           8,144,926           8,510,208           6,671,644           

Subsidy Required

ACCESS 737,378              907,192              931,357              956,216              981,791              1,208,146           1,240,586           1,273,961           1,308,299           1,207,690           

Fixed Route 9,243,827           10,143,907         10,981,947         11,402,209         11,833,293         12,974,545         14,039,158         14,648,015         15,294,855         12,600,290         

Total Subsidy 9,981,205           11,051,098         11,913,304         12,358,426         12,815,084         14,182,691         15,279,743         15,921,976         16,603,154         13,807,980         

Surplus / Deficit (3,950,346)$        (4,763,326)$        (5,355,288)$        (5,511,113)$        (5,665,021)$        (6,715,800)$        (7,480,177)$        (7,777,050)$        (8,092,946)$        (7,136,336)$        

* FY 2010-11 represents the first three months of the program and FY 2040-41 represents the final nine months of the program

M2 Fare Stabilization Cash Flow

Historical
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                                                                                       COMMITTEE TRANSMITTAL 

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

 
June 9, 2014 

To: Members of the Board of Directors 

From: Wendy Knowles, Clerk of the Board 

Subject: Measure M2 Tax-Exempt Commercial Paper Program 

Finance and Administration Committee Meeting of May 28, 2014 

Present: Directors Bates, Jones, Moorlach, and Pulido 
Absent: Directors Hennessey, Jones, Spitzer, and Ury 

Committee Vote 

Due to a lack of quorum, no action was taken and the Committee forwarded 
this item to the full Board.    

Staff Recommendation 

Approve the use of $25 million in Measure M2 sales tax revenues to retire the 
total outstanding Tax-Exempt Commercial Paper Notes. 
 

 





 

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

May 28, 2014 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Measure M2 Tax-Exempt Commercial Paper Program 
 
 
Overview 
 
In October 2011, the Orange County Transportation Authority selected  
JP Morgan Chase Bank, N.A. to provide letter of credit services for the  
Measure M2 Tax-Exempt Commercial Paper Notes Program.  The letter of 
credit will expire in October 2014.  Various options are available for the 
program, including entering into a new letter of credit, paying down the 
outstanding Tax-Exempt Commercial Paper Notes balance, or looking at other 
short-term borrowing instruments. 
 
Recommendation 
 
Approve the use of $25 million in Measure M2 sales tax revenues to retire the 
total outstanding Tax-Exempt Commercial Paper Notes. 
 
Background 
 
Since 1993, the Orange County Transportation Authority (OCTA) has had an 
active Tax-Exempt Commercial Paper (TECP) Program in place to 
complement OCTA’s long-term debt structure.  The initial TECP Program 
funded Measure M1 projects.  TECP is a debt instrument that allows issuers to 
borrow funds on a short-term basis with a variable interest rate.  The interest 
rate fluctuates with each maturity.  Maturities range from one to 270 days.  
TECP programs are generally secured by a Letter of Credit (LOC) to provide 
the necessary liquidity for investors. 
 

In January 2008, OCTA’s Board of Directors (Board) established a  
$400 million TECP Program.  The TECP Program was created to fund 
Measure M2 (M2) Early Action Plan projects since collections of the M2 sales 
tax did not commence until April of 2011.  The TECP Program was  
secured by a direct pay LOC facility provided by four financial institutions: 
Dexia Credit Local, Bank of America N.A., BNP Paribas, and J.P. Morgan 
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Chase Bank N.A. (JP Morgan).  Of the $400 million authorized amount, OCTA 
had only issued $100 million in TECP notes for M2 projects by  
December 2010.  Also in 2010, OCTA issued taxable and tax-exempt long-
term sales tax revenue bonds for the M2 Program.  The issuance size was 
approximately $350 million.  A portion of the bonds issued ($75 million) were 
used to pay down the outstanding TECP balance of $100 million, reducing the 
outstanding TECP debt to $25 million.  The TECP authorized amount and 
supporting LOC were also reduced from $400 million to $50 million (with $25 
million in TECP outstanding). 
 
In November 2011, OCTA entered into a three-year agreement with JP Morgan 
to provide LOC services for the M2 Program.  The facility is for $50 million, and 
the cost totals 64.5 basis points (0.645 percent) per year for both the utilized 
portion and unutilized portion of the LOC.  This translates into approximately 
$322,500 per year.  The agreement expires on October 31, 2014. 
 
Discussion 
 
As the expiration date approaches for the JP Morgan LOC, OCTA has 
numerous options available.  These include continuing with the program and 
issuing a new request for proposals for LOC services, replacing the  
TECP Program with another type of short-term debt program, or retiring the 
outstanding TECP balance. 
 
The current cost of maintaining a TECP Program includes fees of 64.5 basis 
points on both the utilized and unutilized portion of the LOC, the remarketing 
fees of 4 basis points, and the annual rating fees of 12.4 basis points.  In 
addition to these fees, the TECP Program’s interest is priced off of the current 
weekly Securities Industry and Financial Markets Association (SIFMA) rate.  
SIFMA has averaged 12 basis points over the past three years.  Adding these 
costs together brings the total to approximately 92.9 basis points on an annual 
basis over the past three years. 
 
OCTA’s investment portfolio totals approximately $1.2 billion, with the  
M2 program funds comprising $443 million.  These funds are invested in 
OCTA’s short-term portfolio.  The short-term portfolio has experienced an 
average total return of approximately 1.15 percent over the past three years.  
OCTA has budgeted one percent for interest earnings for the  
fiscal year 2014-15 budget.  Three-year treasury securities are yielding  
88 basis points as of May 12, 2014. 
 
Option 1 - The first option is a continuation of the status quo with a  
TECP Program supported by a LOC.  Based upon a review of recent municipal 
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transactions, fees for LOC services are currently lower than they were when 
OCTA entered into the agreement with JP Morgan.  If the Board elects to 
pursue this option, OCTA would issue a request for proposals for LOC services 
to receive the most competitive rate.  This option would incur cost of issuance 
expenses, estimated at approximately $115,000.  These fees would cover 
expenses for bank counsel, OCTA bond counsel, rating agencies, financial 
advisor, and trustee. 
 
Option 2 - OCTA could elect to pursue another short-term financing option to 
replace the TECP Program.  The municipal market has evolved to offer issuers 
other alternatives including floating rate notes (FRNs).  FRNs are municipal 
obligations with interest rates resetting regularly, often weekly, monthly, or 
quarterly.  The rates are derived from a benchmark rate, either the weekly 
SIFMA rate or the one-or three-month London Interbank Offered Rate (LIBOR), 
plus a fixed-spread negotiated over the benchmark at issuance.  FRNs do not 
require remarketing fees or short-term ratings, and the fixed-spread to the 
benchmark rate is comparable to a LOC rate.  This option would incur cost of 
issuance expenses, estimated at approximately $85,000. 
 
Option 3 - OCTA began collecting M2 sales tax revenues on April 1, 2011.  
These funds are invested in OCTA’s short-term investment portfolio.  Under 
this option, OCTA would use $25 million in M2 sales tax revenues accumulated 
to date to retire the outstanding TECP balance.  The LOC would expire on its 
expiration date. 
 
Recommendation 
 
Given the current interest rate environment, staff recommends the Board select 
Option 3.  Interest rates remain at historically low levels.  Average interest 
earnings on M2 balances over the past three years are slightly above the cost 
of maintaining a TECP with a supporting LOC.  Although the current market for 
LOCs or FRNs could potentially offer lower fees, there would be cost of 
issuance expenses with either Option 1 or Option 2.  Under Option 3, OCTA 
would use $25 million in M2 funds to pay down the outstanding TECP balance 
on October 30, 2014.  The JP Morgan LOC would expire the next day.   
 
Although the outstanding TECP balance would be at zero after the pay down, 
OCTA would have the ability to issue new TECP by soliciting bids for a new 
LOC or issuing FRNs in the future if funds were required.  The next updated 
plan of finance will address whether a short-term borrowing option should be 
included in OCTA’s debt portfolio.  The next plan of finance is scheduled to be 
completed and presented to the Board later this calendar year. 
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Summary 
 
The existing Letter of Credit for the Measure M2 Program will expire at the end 
of October 2014.  Staff has reviewed various alternatives and recommends 
using Measure M2 funds from the Orange County Transportation Authority’s 
investment portfolio to retire the outstanding $25 million balance. 
 
Attachments 
 
None 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 
 

 

 Approved by: 
 

 
 

Kirk Avila  Andrew Oftelie 
Treasurer/General Manager 
Treasury/Toll Roads 
(714) 560-5674 

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

 



                                                                         COMMITTEE TRANSMITTAL 

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

 
 
June 9, 2014 

    

  

 To:  Members of the Board of Directors 

From: Wendy Knowles, Clerk of the Board 
 

Subject: Comprehensive Transportation Funding Programs Semi-Annual 
Review – March 2014 

 
 

Regional Planning Committee meeting of June 2, 2014 
 

 
Present: Directors Donchak, Harper, Lalloway, Miller, Murray, Nelson, 

Spitzer 
Absent: Director Bates  

 
Committee Vote 

This item was passed by the Members present. 
 
 
Committee Recommendations 

A. Approve adjustments to the Comprehensive Transportation Funding 
Program project allocations. 

 
B. Approve nine project delays for the cities of Dana Point (two requests), 

Fullerton, Irvine, Laguna Beach, Laguna Niguel, Mission Viejo, Tustin, 
and Yorba Linda. 

 
C. Authorize the use of $1,275,000 in Measure M2 funds for the 

Mission Viejo La Paz Bridge and Road Widening Project to replace 
Proposition 1B State-Local Partnership Program funds.   

 
D. Authorize staff to make all necessary amendments to the 

Federal Transportation Improvement Program, and execute any 
agreements to facilitate the recommendations above. 
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Committee Discussion 
 
The Regional Planning and Highways Committee asked staff to provide 
additional information regarding the March 2014 delay request submitted by 
the City of Dana Point (City) for a proposed Measure M2 (M2) Project V  
community circulator project. The delay request submitted by the 
City requested additional time due to vehicle procurement and related issues. 
However, a subsequent newspaper article printed on April 24, 2014, cited 
California Coastal Commission (Commission) issues as a key reason for the 
delay request. The Commission is providing part of the City’s match for the 
M2 Project V community circulator project.   
 

 
The Orange County Transportation (OCTA) staff contacted the City, and City 
staff confirmed that the delay request relates to all the above issues including 
those created by the Commission. The Commission recommended a change 
to the scope of the M2 Project V community circulator project by requiring the 
inclusion of a “water taxi” to serve the Dana Point Harbor area.  This type of 
project is not in the scope of the City’s M2 Project V funding application, and 
the City has not committed to implement this type of service.  
 
Moving forward, this issue will require further coordination between the City, 
the Commission, and OCTA. 
 
  
 



 

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

June 2, 2014 
 
 
To: Regional Planning and Highways Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Comprehensive Transportation Funding Programs Semi-Annual 

Review – March 2014 
 
 
Overview 
 
The Orange County Transportation Authority recently completed the  
semi-annual review of projects funded through the Comprehensive 
Transportation Funding Programs.  This process reviews the status of  
Measure M and Measure M2 grant-funded projects and provides an 
opportunity for local agencies to update project information and request project 
modifications.  Recommended project adjustments are presented for review 
and approval. 
 
Recommendations 
 
A. Approve adjustments to the Comprehensive Transportation Funding 

Program project allocations. 
 

B. Approve nine project delays for the cities of Dana Point (two requests), 
Fullerton, Irvine, Laguna Beach, Laguna Niguel, Mission Viejo, Tustin, 
and Yorba Linda. 
 

C. Authorize the use of $1,275,000 in Measure M2 funds for the  
Mission Viejo La Paz Bridge and Road Widening Project to replace 
Proposition 1B State-Local Partnership Program funds.   
 

D. Authorize staff to make all necessary amendments to the Federal 
Transportation Improvement Program, and execute any agreements to 
facilitate the recommendations above. 

 
Background 
 
The Comprehensive Transportation Funding Programs (CTFP) is the 
mechanism the Orange County Transportation Authority (OCTA) uses to 
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administer funding for street, road, signal, transit, and water quality 
projects.  The CTFP contains a variety of funding programs and sources 
including Measure M (M1) and Measure M2 (M2) revenues, federal 
Regional Surface Transportation Program funds, and State-Local 
Partnership Program (SLPP) funds. The CTFP provides local agencies with a 
comprehensive set of guidelines for administration and delivery of various 
transportation funding grants.  Consistent with the CTFP Guidelines, OCTA 
staff meets with representatives from local agencies to review the status of 
projects and proposed changes. This process is commonly referred to as the 
semi-annual review (SAR).   The goals of the SAR process are to review 
project status, determine the continued viability of projects, address local agency 
issues, and ensure timely closeout of the M1 Streets and Roads Program.   
 
Discussion 
 
M1 Program Summary 
 
Since 1991, OCTA has competitively awarded more than $677.4 million in  
M1 funds to local agencies through the CTFP.  These projects were 
programmed for fiscal year (FY) 1992-93 through FY 2010-11.  Below is a 
summary of CTFP allocations using M1 funds. 
 

M1 CTFP Summary 

 
* Allocations in millions of $ 

 
According to information gathered in the latest review cycle, 99 percent of open 
projects completed field work by December 2013, and local agencies are 
actively closing out the remaining M1 projects.  Local agencies are on track to 
close out the M1 CTFP by the end of calendar year 2014.  Staff also identified 
$1.1 million in project savings through the closeout of 25 M1 project allocations.  
Per Board of Directors’ (Board) policies, these funds will be applied to future  
M2 call for projects. 
 
 
 

Project 

Phases
Allocations*

Project 

Phases

Allocations*

(after SAR

adjustments)

Started
1

48                  $           48.4 20                  $           39.3 

Pending
2

105                $           64.3 87                  $           58.3 

Completed
3

1,718            $         565.5 1,764            $         579.8 

Total Allocations 1,871            $         678.2 1,871            $         677.4 

Project Status

September 2013 March 2014

1.
 Started indicates that the project is underway and the funds are obligated. 

2.
 Pending indicates that the project work is completed and the final report submittal/approval is 
pending. 

3.
 Completed indicates that the project work is complete, final report approved, and final payment 
has been made. 
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M2 Program Summary 
 
Since the start of M2, OCTA has issued a number of calls and awarded  
$177.9 million in competitive funds for the following programs: 1) M2 Regional 
Capacity Program (Project O), 2) Traffic Signal Synchronization Program 
(Project P), and 3) the Environmental Cleanup Program (Project X).  Below is a 
summary of CTFP allocations using M2. Additional details are provided in 
Attachment A. 
 

M2 CTFP Summary 

 
 * Allocations in millions of $ 

 
This SAR captures $7,500 in project cancellations, and $107,717 in project 
savings.  This review showed a substantial increase ($33.7 million) in started 
projects for the second consecutive reporting period, and a respectable  
$10.7 million in delivered projects (pending and completed). 
 
Project Adjustments 
 

The March 2014 SAR adjustments are described in Attachment A and itemized 
in Attachment B.  The adjustments include two transfer requests, nine project 
delay requests, one scope change request, one phase cancellation, three 
timely use of funds extension requests, and one action regarding Proposition 1B 
State-Local Partnership Program (Proposition 1B) funds.  The background 
related to Proposition 1B funds is further described in Attachment A.  The 
Technical Advisory Committee reviewed the M2 requests for approval on  
April 23, 20146. 
 
 
 
 
 
 
 

Project 

Phases
Allocations*

Project 

Phases

Allocations*

(after SAR

adjustments)

Planned
1

97                  $           72.3 83                  $           36.5 

Started
2

129                $           97.0 126                $         130.7 

Pending
3

24                  $             5.2 20                  $             3.9 

Completed
4

29                  $             3.5 49                  $             6.8 

Total Allocations
5

279                $         178.0 278                $         177.9 

Project Status

September 2013 March 2014

1.
 Planned indicates that the funds have not been obligated and/or are pending contract award. 

2.
 Started indicates that the project is underway and the funds are obligated. 

3.
 Pending indicates that the project work is completed and the final report submittal/approval is 
pending. 

4.
 Completed indicates that the project work is complete, final report approved, and final 
payment has been made. 

5.
 Allocation changes are the result of recently Board-approved 2013 programming actions and 
reductions for project cancellations at the request of local agencies. 

6.
 The delay request from the City of Mission Viejo was processed after Technical Advisory 
Committee approval. 
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Summary 
 
The Orange County Transportation Authority has recently reviewed the 
status of grant-funded streets and roads projects funded through the 
Comprehensive Transportation Funding Programs.  Staff recommends 
approval of the project adjustments requested by local agencies, including nine 
project delay requests, one scope change request, one project cancellation, 
three timely use of fund extension requests, and one action regarding 
Proposition 1B State-Local Partnership Program funds.  The next semi-annual 
review is currently scheduled for September 2014. 
 
Attachments 
 
A. Comprehensive Transportation Funding Programs - March 2014 

Semi-Annual Review Adjustment Request Descriptions 
B. Comprehensive Transportation Funding Programs - March 2014 

Semi-Annual Review Adjustment Requests 
C. Letter from Mark Chagnon, Director of Public Works – City of  

Mission Viejo – Dated May 12, 2014 – CTFP Funding Request for 
Extension of Time, 11-MVJO-ACE-3536, La Paz Bridge and Road 
Widening, Muirlands Boulevard to Chrisanta Drive 

 
 
 
 
 
 
 
 
 
 
 

Prepared by: 

 

Approved by: 

 
 

Paul Rumberger 
 

Kia Mortazavi 
Transportation Funding Analyst 
Measure M Local Programs 

Executive Director, Planning 
(714) 560-5741 

(714) 560-5747 
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Transfer Requests 
 
The City of Costa Mesa is requesting to transfer $151,475 in right-of-way savings to the 
construction phase on the Harbor Boulevard Widening Project (South Coast Drive to 
Sunflower Avenue). The additional funds will be used to support construction 
management services during the construction phase.  Likewise, the City of Mission Viejo 
is requesting to transfer $182,221 in savings from the right-of-way phase to the construction 
phase on the Oso Parkway Widening Project (Interstate 5 to Country Club Drive).  The 
additional funds will be used to for unanticipated cost increases in the construction phase.  
The proposed allocations for these projects are $900,275 and $1.4 million, respectively. 
 
Project Delays 
 
During this semi-annual review (SAR), eight agencies are requesting nine project 
delays.  Local agencies may request a one-time delay, up to 24 months, to obligate 
funds.  All delay requests have received city council concurrence. 
 
The City of Dana Point is requesting two, 24-month delays, for the Environmental 
Cleanup Program (ECP) - Tier 2 San Juan Creek "LO1SO2" Subwatershed Trash 
Removal and Dry Weather Diversion (San Juan Creek) Project and the Summer 
Weekend Harbor/Pacific Coast Highway and Special Events Trolley (Trolley) Project 
(Project V).  The City of Dana Point is requesting a delay for the San Juan Creek 
Project in order to better identify the source of nuisance water and pollution to the 
subwatershed, and to evaluate technical and economic feasibility of the mitigation 
options based on the source of pollution.  Additionally, the City of Dana Point is 
requesting a delay for the Trolley Project in order to garner additional interest among 
transit providers for leased vehicle service, ensure compliance with the Americans with 
Disabilities Act, and put forth a more substantial marketing campaign to ensure 
success. 
 
The City of Fullerton is requesting a 24-month delay for the Bastanchury Road 
Widening and Restriping Project.  The City of Fullerton was awarded $1.8 million for 
construction that occurs in Army Corps of Engineers (Army Corps) right-of-way.  
Staffing and funding challenges with the Army Corps has delayed engineering 
approvals.  In addition, the City of Fullerton is required to obtain permits from the 
Department of Fish and Game, Regional Water Quality Control Board, and receive 
National Environmental Policy Act approval. 
 
The City of Irvine is requesting a 12-month delay for the Peters Canyon Wash Channel 
Water Capture and Reuse Pipeline Project (ECP-Tier 2).  The delay will allow for 
additional coordination efforts between participating agencies and possible permitting 
delays during the design phase. 
 

ATTACHMENT A 



Comprehensive Transportation Funding Programs 
March 2014 Semi-Annual Review Adjustment Request Descriptions 

2 

 

The City of Laguna Beach is requesting a 12-month delay for the Gaviota Drive 
Diversion Project (ECP-Tier 1).  The City of Laguna Beach will need to redesign certain 
project aspects in order to ensure in-ground utilities are not impacted during 
construction.  The redesign work is underway, and construction is expected to begin by 
the end of the calendar year. 
 
The City of Laguna Niguel is requesting a 24-month delay for the Oso Creek Multi-Use 
Trails (ECP-Tier 2).  The City of Laguna Niguel is coordinating utility undergrounding 
with San Diego Gas and Electric that will not be completed prior to December 2014.   
 
The City of Mission Viejo is requesting a second time 12-month delay for the  
La Paz Bridge and Road Widening Project. The City of Mission Viejo had difficulty 
delivering the project due to federal funding requirements. The project is now ready to 
advertise and bid for construction.  The Comprehensive Transportation Funding 
Program (CTFP) Guidelines restrict local agencies to one delay request, however, this 
recommendation is consistent with the Measure M2 (M2) Ordinance.   
 
The City of Tustin is requesting a 24-month delay for the Tustin Legacy Detention Basin 
and Wetlands Project (ECP-Tier 2).  The City of Tustin encountered delays in the 
design phase that will impact award of the construction contract.  Design is scheduled to 
be complete by December 2014, and the City of Tustin expects to award a construction 
contract in late spring 2015. 
 
The City of Yorba Linda is requesting a 12-month delay for the construction allocation 
on the Bastanchury Road Widening Project (Lakeview Avenue to Eureka Avenue).  The 
City of Yorba Linda is currently in right-of-way negotiations with two property owners, 
but expects timely acquisition of required right-of-way in order to obligate the 
construction funds in the next fiscal year. 
 
Scope Change 
 
The City of Irvine, as lead for the Barranca Parkway Signal Synchronization Project 
(Red Hill Avenue to Robin Circle), is requesting a scope change for improvements to be 
constructed in the City of Mission Viejo.  The City of Irvine is proposing to omit one 
controller at Los Alisos Boulevard, which was recently replaced as part of a different 
project, forego emergency vehicle pre-emption between Robin Circle and Marathon 
Street in the City of Mission Viejo, and install Countdown Pedestrian Signal Heads.  
These project modifications will not change project scoring or competitiveness of the 
project. 
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Cancellation 
 
The City of Laguna Hills is requesting cancellation of the right-of-way phase on the 
Paseo De Valencia Intersection Widening Project (Kennington Drive to Laguna Hills Drive).  
The City of Laguna Hills was awarded $7,500 in 2011, to acquire a trail easement, 
however, the funds are no longer required and the scope of work will remain the same. 
 
Timely Use of Funds Extensions 
 
Once obligated, CTFP funds expire 36 months from the date of contract award.  Per 
precept 17 in the CTFP Guidelines, local agencies may request a one-time extension of 
20 months through the SAR.  During this SAR, three agencies have submitted timely 
use of funds extension requests. 
 
The City of Brea is requesting a 24-month extension for the Lambert Road and  
State Route 57 (SR-57) interchange engineering phase, which includes project approval 
and environmental documentation (PA&ED) and final design.  This request is  
greater than the maximum extension in the CTFP Guidelines, however, it is consistent  
with Local Fair Share extension requests.  The City of Brea encountered delays in the 
PA&ED because the project required a Phase II Environmental Site Assessment, an 
expanded natural environmental study from a minimum impact study to a full study, and 
a revised visual impact study to comply with revised California Department of 
Transportation guidelines. 
 
The County of Orange (County) is requesting a 20-month extension for the engineering 
phase on Cow Camp Road (Antonio Parkway to I Street). The project allocation is to 
design phases 1A, 1B, and 1C.  The County anticipated designing and constructing all 
three segments as one project, however, consistent with a recent scope change to 
phase construction (1A and 1B only), the County must extend the design of 1C in order 
accommodate the new project phasing. 
 
The City of Orange is requesting a 20-month extension for the Meats Avenue at  
State Route 55 interchange design phase.  The City of Orange is requesting additional 
time to complete analysis of technical studies after results were inconsistent with the 
approved project study report. 
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State-Local Partnership Program Funds 
 
The City of Mission Viejo applied for and received $5.42 million of funding for  
La Paz Bridge and Road Widening Project during the 2010 Regional Capacity Program 
call for projects.  As part of the call, the OCTA augmented the M2 funds with Proposition 1B 
State-Local Partnership Program (SLPP) funds.  The La Paz Bridge and Road Widening 
Project was selected to receive $1.275 million in SLPP funds and $1.275 million in M2 
funds.  The City of Mission Viejo had difficulty delivering the project due to federal 
requirements related to $3.9 million of federal funding for this project, and was unable to 
meet the necessary timing requirements to use the SLPP funds since the project could 
have been funded with M2 funds initially.  The project is now ready to advertise and bid 
for construction, and staff is recommending to backfill the project with an additional 
$1.275 million in M2 to cover the SLPP funding.  Staff is working with the California 
Transportation Commission regarding alternative uses for the $1.275 million in SLPP 
funds. 
 























 

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

June 23, 2014 
 
 
To: Members of the Board of Directors 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Measure M Taxpayer Oversight Committee Recruitment, Lottery, 

and Resolutions of Appreciation for Outgoing Members  
 
Overview 
 
Measure M, first approved by voters in 1990 and renewed again by voters in 
2006, calls for a c ommittee to oversee implementation of the program of 
transportation improvements. Each year, new committee members are 
recruited and selected to fill vacancies left by expired terms. The recruitment 
process has been completed for 2014, and a lottery must take place in public 
session to fill vacancies in the Second and Third Supervisorial Districts.  
 
Recommendations 
 
A. Pursuant to the Measure M ordinances, conduct the lottery for final 

selection of new Measure M Taxpayer Oversight Committee members 
by drawing one name, each representing the Second and the Third 
Supervisorial Districts, from the list of recommended finalists from the 
Grand Jurors Association of Orange County. 

 
B. Present Orange County Local Transportation Authority Resolutions of 

Appreciation No. 2014-028 for Howard Mirowitz and No. 2014-029 for 
Merrill “Randy” Holbrook, members of the Taxpayer Oversight 
Committee whose terms have expired.  

 
Background 
 
The Measure M Taxpayer Oversight Committee (TOC) is required by the 
Measure M (M1 ) Traffic Improvement and Growth Management Plan 
Ordinance No. 2, as well as the Measure M2 (M2) Ordinance No. 3. The TOC 
is an independent committee representing all five supervisorial districts in the 
County and is responsible for ensuring the transportation projects in  
Measure M are implemented according to the M1 Expenditure Plan and M2 
Investment Plan approved by the voters. 
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The original oversight committee, known as the Citizens Oversight Committee 
(COC), began meeting in 1991. The M2 Ordinance called for the COC to be 
transformed into the TOC. In 2007, the TOC took on the role and basic 
responsibilities of the COC. Although M1 sales tax collection expired on  
March 31, 2011, the TOC will continue to oversee M1 expenditures and project 
activities, and approve any necessary amendments until M1 is fully closed out. 
The 11-member committee has a balanced representation of all supervisorial 
districts, with ten private citizens plus the Orange County Auditor-Controller. 
The TOC meets bimonthly to review progress on t he implementation of the 
Measure M program. 
 
Each year, as terms of appointed members on the TOC come to an end,  a 
recruitment process is conducted to fill vacancies. As outlined in the M1 and M2 
ordinances, the recruitment process is conducted by the Grand Jurors Association 
of Orange County (GJAOC). The GJAOC acts as an independent body serving in 
the interest of Orange County citizens. In its role, the GJAOC appoints a  
five-member Selection Panel (Panel) to conduct the recruitment process.   
 
The Panel conducted the first COC application/recruitment program from 
August to October 1990. The first lottery took place on November 15, 1990, 
and the individuals chosen began meeting in January 1991, serving staggered 
one-year, two-year, or three-year terms. Following the same recruitment 
process, new members serving three-year terms have joined the committee 
each year, replacing outgoing members whose terms have expired. 
 
Discussion 
 
On June 30, 2014, the terms of two members of the TOC will expire. The 
current membership roster is attached (Attachment A). The schedule for the 
recruitment process for this year began in mid-February to fill vacancies in the 
Second and Third Supervisorial Districts (Attachment B). 
 
The Panel concluded the recruitment process to fill the two vacant positions at 
the end of May (Attachment C). A fact sheet/application form was used for 
recruitment purposes (Attachment D). Announcements were distributed to 
almost 4,700 persons in the Second and Third Supervisorial Districts by 
emailing to listings in the Orange County Transportation Authority (OCTA) 
database. Advertisements were also placed in the Los Angeles Times and the 
Orange County Register, and on their websites, as well as in other local 
newspapers and publications. In addition, postings were made on OCTA’s 
Facebook and Twitter accounts; announcements were sent to the media and 
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city councils; and information was sent to local organizations to include in their 
newsletters. 
 
The members of the Panel screened 16 applications from interested citizens, 
looking closely at each applicant’s community service record, as well as 
experience in community and transportation issues. The Panel considered 
each individual’s ability to assess and analyze facts, desire to make the TOC a 
priority, their involvement in community organizations, any special skills or 
experience, and their degree of knowledge of government. In addition, the M1 
and M2 ordinances prohibit elected or appointed officials from serving on the 
TOC. This year, based on t he recent amendment to the M2 Ordinance, the 
Panel included more specific questions on the application regarding conflicts of 
interest, and appointed and elected officials were required to fill out an intent to 
resign form. 
 
Following an initial screening process, personal interviews were conducted by 
the Panel in an effort to gain as much insight as possible into the most qualified 
candidates. 
 
The criteria listed in Policy Resolution No. 1, Section III, No. 3, of Ordinance No. 2 
calls for no more than five candidates to be recommended for each supervisorial 
district. The Panel provides only the names of candidates it feels are most 
qualified for membership. The Panel is recommending nine candidates for 
possible membership on the committee:  five from the Second Supervisorial 
District and four from the Third Supervisorial District (Attachment E). None of the 
candidates currently hold appointed positions.  
 
At the June 23, 2014, OCTA Board of Directors meeting, the Chairman will select 
two persons by lottery to fill the vacant positions. The two new members will begin 
serving their terms in July 2014. Each representative will serve a three-year term. 
 
During the lottery process, the first name drawn from each supervisorial district 
will be t he selected committee member. The remaining names will be drawn 
from each supervisorial district to establish a c ontingency list. Should a 
vacancy occur, finalists would be called upon to serve on the committee in the 
order in which the names were drawn. 
 
Resolutions for Outgoing Members 
 
Participation on t he TOC requires dedication, time, and commitment. The 
volunteers who serve on the TOC provide expertise and insight, resulting in 
thoughtful discussions regarding implementation and oversight of Measure M. 
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In recognition of this contribution to the citizens of Orange County, Resolutions 
of Appreciation will be pr esented to the following TOC members who have 
completed their terms: Howard Mirowitz – Second Supervisorial District and 
Merrill “Randy” Holbrook – Third Supervisorial District (Attachment F). 
 
Summary 
 
The Panel has completed its recruitment for two open positions on the TOC for 
the Second and Third Supervisorial Districts and submitted the names of 
eligible candidates for the 2014 lottery to fill the two positions. Also, two 
Resolutions of Appreciation for outgoing TOC members are included for Board 
of Directors’ presentation. 
 
Attachments 
 
A. Measure M Taxpayer Oversight Committee Members Fiscal Year  

2013-2014 
B. Measure M Taxpayer Oversight Committee 2014 Recruitment Schedule, 

Supervisorial Districts Two and Three 
C. Grand Jurors Association of Orange County Oversight Committee 

Selection Panel 2014 
D. Taxpayer Oversight Committee 2014 Membership Application 
E. Measure M Taxpayer Oversight Committee 2014 Finalists 
F. Resolutions of Appreciation for Outgoing Members 
 
 
 
 
 
 
Prepared by: 
 

 
 

 Approved by: 
 

 
 
 

Alice T. Rogan  Ellen S. Burton 
Strategic Communications Manager 
(714) 560-5577 

 Executive Director, External Affairs 
(714) 560-5923 

 



 
 
 
 
 
 
 
 

MEASURE M 
TAXPAYER OVERSIGHT COMMITTEE MEMBERS 

FISCAL YEAR 2013-14 
 

 

District Name Term Expiration 

1 Narinder “Nindy” Mahal 3 Years 2016 

1 Linda Rogers 1.5 Years* 2015 

2 Howard Mirowitz 3 Years 2014 

2 Jack Wu 3 Years 2015 

3 Merrill “Randy” Holbrook 3 Years 2014 

3 Terre Duensing 3 Years 2016 

4 Cynthia H. Hall 3 Years 2016 

4 Philip C. La Puma, PE 3 Years 2015 

5 Terry Fleskes 3 Years 2015 

5 Nilima Gupta 3 Years 2016 

 Jan Grimes,  
Orange County          
Auditor-Controller 

 Required by M1 and 
M2 Ordinances 

 *replaced Anh-Tuan Le after 1.5 years   

 
 
  
 
 
 

ATTACHMENT A 





                                                                                                                                         ATTACHMENT B 
 

MEASURE M TAXPAYER OVERSIGHT COMMITTEE 
2014 RECRUITMENT SCHEDULE 

SUPERVISORIAL DISTRICTS TWO AND THREE  
 

 

Feb 5, 2013 Planning meeting with GJAOC Selection Panel 

Week of 
Mar 17 
 
Mar 17 –  Apr 5 

Press release distributed; Flyer emailed to city public information 
officers, weekly newsletters, supervisors’ assistants;  
Posted on OCTA Social Media Outlets and Los Angeles (LA) Times 
and Orange County (OC) Register Websites 

Mar 17 & 20 
Mar 22 & 25 

Ad in the LA Times  
Ad in the OC Register 

Mar 24, 25, 26 & 
28 Ad in Local Papers 

April 4 & 5 Ad in the OC Register 

Apr 11 
Ad in OC Register community papers within the Second and Third 
supervisorial districts 

Apr 20 & 27 Ad in the Daily Pilot 

Apr 27 Ad in the OC Register 

Apr 21 – May 2 Posted on LA Times Website 

May 5 Applications due  

May 5 
First reading of applications by GJAOC Selection Panel 
Legal review for conflict of interest (as needed) 

May 8 & 9  
May 12 - 14 GJAOC Selection Panel interviews candidates 

May 16 GJAOC Selection Panel submits list of finalists to OCTA 

Jun 23 OCTA Chairman draws names at Board of Directors Meeting 

 





 
 
 
 
 
 
 
 

GRAND JURORS ASSOCIATION OF ORANGE COUNTY 
OVERSIGHT COMMITTEE  

SELECTION PANEL 
2014 

 
 
 

Robin R. Bowen (Chair) 
 
 

John J. Moohr 
 

 
Bill Underwood 

 
 

Virginia Zlaket 
 
 

Helen Alberts 

ATTACHMENT C 
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KEEP AN EYE ON YOUR TAX DOLLARS 
 RESIDENTS NEEDED FROM THE SECOND AND THIRD SUPERVISORIAL DISTRICTS 
 

Measure M is the Transportation Ordinance and Plan approved first by Orange County voters in 1990 and renewed again 
by voters in 2006. The combined measures raise the sales tax in Orange County by one-half cent for a total period of 50 
years to alleviate traffic congestion. This money is administered by the Orange County Transportation Authority (OCTA) 
and pays for specific voter-approved transportation projects for freeway improvements, local street and road 
improvements, and rail and transit programs specified in the Plan.  
 

Measure M calls for an independent Taxpayer Oversight Committee to oversee compliance with the Ordinance as 
specified in the Transportation Ordinance and Plan. 
 
The responsibilities of the 11-member Measure M Taxpayer Oversight Committee are to: 
 

• Ensure all transportation revenue collected from Measure M is spent on the projects approved by the voters as 
part of the Plan; 

• Ratify any changes in the Plan and recommend any major changes go back to the voters for approval; 
• Participate in ensuring that all jurisdictions in Orange County conform with the requirements of Measure M before 

receipt of any tax monies for local projects; 
• Hold annual public meetings regarding the expenditure and status of funds generated by Measure M; 
• Review independent audits of issues regarding the Plan and performance of the Orange County Local 

Transportation Authority regarding the expenditure of Measure M sales tax monies. 
• Annually certify OCTA is proceeding in accordance with the Plan. 

 

HOW ARE MEMBERS CHOSEN? WHO CAN APPLY TO SERVE? 
  Measure M Oversight Committee candidates are chosen 
by the Grand Jurors Association of Orange County 
(GJAOC), which has formed a five-member Taxpayer 
Oversight Committee Selection Panel to conduct an 
extensive recruitment program. The panel screens all 
applications, conducts interviews and recommends 
candidates for membership on the Taxpayer Oversight 
Committee. The GJAOC is made up of former grand 
jurors who have a continuing concern for good 
government and whose purpose is to promote public 
understanding of the functions and purpose of the grand 
jury. The GJAOC is a neutral body serving the interests 
of the citizens of Orange County. 
 

     Measure M Taxpayer Oversight Committee members 
represent each of the five Orange County Supervisorial 
Districts and have been meeting regularly since 1990. At 
this time, the GJAOC is conducting a recruitment to fill 
two vacancies with one representative from each of the 
Second and Third supervisorial districts. The GJAOC will 
recommend as many as five finalists from each district. 
The new members are to be c hosen by lottery at the 
June 23, 2014 meeting of the OCTA Board of Directors. 
The terms for the new committee members will begin 
July 1, 2014. The representatives will serve three-year 
terms which expire on June 30, 2017. This is a volunteer 
position and no monetary compensation will be pai d to 
committee members. The chairperson is the elected 
Auditor-Controller of Orange County. The Auditor-
Controller’s term coincides with his/her elected/appointed 
term. 

Any Orange County citizen 18 years or older may apply to 
serve on the Measure M Taxpayer Oversight Committee. 
Potential candidates will be reviewed on the basis of the 
following criteria: 
 

1. Commitment and ability to participate in Taxpayer 
Oversight Committee meetings for a t hree-year term 
from July 1, 2014 to June 30, 2017. The Committee will 
maintain time and meeting requirements. The 
Committee currently meets quarterly. 

2. Demonstrated interest and history of participation in 
community activities, with special emphasis on 
transportation-related activities. 

3. Lack of financial conflict of interest with respect to the 
allocation of sales tax revenue generated by Measure 
M. All Taxpayer Oversight Committee members are 
required to sign a conflict of interest form when 
accepting appointment. 

4. Elected or appointed city, district, county, state or 
federal officials are not eligible to serve. 

 

  

DEADLINE FOR APPLICATION: 
 

All applications MUST be received no  later  than  May 5, 
2014. For more information, call the GJAOC’s Taxpayer 
Oversight Selection Panel at (714) 970-9329. Please 
print and mail completed application to: 

 

GJAOC’s Measure M Taxpayer Oversight Committee    
Selection Panel 
P.O. Box 1154 
Yorba Linda, CA 92885-1154 
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APPLICATION FOR MEASURE M TAXPAYER OVERSIGHT COMMITTEE 
Please type or print using dark ink. Additional sheets may be attached if needed. 

  Name:       Email:        
      
 Business Address:                      
  Street  City  Zip Code  
 Residence Address:                      
  Street  City  Zip Code  
 Home Phone: (     ) Business Phone: (     )  
      
 Supervisorial District Number:       (Call Registrar of Voters at (714) 567-7586 to confirm your district.) 

      
 

      
 Present Employment Status:                   □  Employed                   □  Unemployed                    □   Retired            
      
 Present Occupation:       Employer:        
      
 Ethnic Origin (optional):  How long have you lived in Orange County?  year(s)  
       
 Are you a citizen of the United States?   □  Yes    □  No Are you a registered voter?   □  Yes    □  No  
  
       
 Have you (or your spouse) or any entity that you either work for or have a financial 

interest in, received any financial remuneration for goods or services provided by 
you, or by any entity you work for or have a financial interest in, that was paid for 
with Measure M revenues, either directly or indirectly, within the past 12 months? 

 □  Yes    □  No 
 

  
 If so, please explain.  
        
       

 
Do you have any possible conflict of interest with respect to the allocation of 
Measure M2 revenues? 

 □  Yes    □  No 
 

 If so, please explain.  
        
   
 Are you currently an elected or appointed officer of any public entity? 

(Note: All public officers shall complete an intent to resign form.) 
 □  Yes    □  No 

 
 If so, please explain.   

        
   
 Are you related to or closely associated with any elected official or public employee?  □  Yes    □  No  
 If so, please state the nature of the association.  
        
   
 Have you ever been convicted of malfeasance in office, or of any felony?  □  Yes    □  No  
 If so, please explain.  

        
   

http://www.octa.net/pdf/IntenttoResignForm.pdf
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As a member of any profession or organization, or as a holder of any office, have you 
ever been suspended, disbarred, or otherwise disqualified?  □  Yes    □  No  

 If so, please explain.  

        
   

 
Do you personally have any past or pe nding issues related to development or 
transportation in any Orange County city?  □  Yes    □  No  

 If so, please explain.  

        
   

 
Do you possess research abilities, including complex reading facility and capability 
to assess and analyze facts?  □  Yes    □  No  

   

 
Is there any reason that you may be biased and not objective if you are chosen to 
serve as a member of the Measure M Taxpayer Oversight Committee?  □  Yes    □  No  

   

 

While no specific time commitment is predetermined, are you willing to make a 
conscientious effort for a period of three years to give membership on this committee 
a priority and participate as necessary? 

 □  Yes    □  No 
 

   

 

If you are presently active or have been active in the past five years in any organization, please give the 
organization name, nature of your activities and duties, and appropriate dates.  
(Attach sheet if necessary)  

        

        

        
   
 In what transportation-related activities have you been involved?  

        

        

        
   
 What do you know about Measure M?  

        

        
   
 What specialized skill or expertise would you bring to the Oversight Committee?  
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EDUCATIONAL BACKGROUND: 
 

List highest grade completed, any degrees you hold and the college/university attended and date of 
graduation.  

        

        
   

 
EMPLOYMENT BACKGROUND: 
 

List employment history for the last five years, including positions and titles held.  

        

        
   
 How did you hear about the Taxpayer Oversight Committee?  

        

        
   
 Why do you wish to be considered for membership on the Taxpayer Oversight Committee?  

        

        

        

        

        

        
   

 
APPLICATION MUST BE RECEIVED BY MAY 5, 2014 

 Please print and mail completed application to:     

GJAOC’s Measure M Taxpayer Oversight Committee Selection Panel 
   P.O. Box 1154 
   Yorba Linda, CA 92885-1154 
 
For more information call (714) 970-9329. 
 

I hereby declare the information provided in this Application for the Measure M Oversight Committee is true, correct and 
complete to the best of my knowledge. I understand that my statements may be verified and I give permission to do so. 
 
               
 Date  Signature  

 
 
 
 

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



 

INTENT TO RESIGN  
 
 
I _________________ am currently a public entity officer.  The public entity is 
                   NAME 
 
_____________________ and my office is _______________________. 
                   PUBLIC ENTITY                                                   CURRENT OFFICE    
 
I agree that if I am appointed to be a member of the Measure M2 Taxpayer Oversight Committee 

(TOC) that I will resign my public entity office prior to accepting my appointment as a member 

of the TOC. 

 

NAME 

 

SIGNATURE 

 

DATE 





 
 

 
MEASURE M 

TAXPAYER OVERSIGHT COMMITTEE 
2014 FINALISTS 

 
 

 
DISTRICT 2 

 
NAME  CITY 
Buley, Joseph Huntington Beach 
Drilling, Margie Fountain Valley 
Dubin, Alan Los Alamitos 
Melnick, Martin Newport Coast 
Riley, Ellen Huntington Beach 
  

 
 

DISTRICT 3 
 

NAME  CITY 
D’Albert, Richard Anaheim 
Hull, Ray Orange 
Kelly, James Tustin 
Randolph, Ronald Yorba Linda 
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Howard Mirowitz 

 
 WHEREAS, the Orange County Transportation Authority Board of Directors 

recognizes and commends the valuable contribution of Howard Mirowitz to the 

successful implementation of Measure M to date; and 

 

 WHEREAS, be it known that Howard Mirowitz has served on the Measure M 

Taxpayer Oversight Committee from July 2008 to June 2014; 

 

 WHEREAS, Mr. Mirowitz has served on the Measure M Taxpayer Oversight 

Committee Audit Subcommittee for six years and served as Co-Chair for two 

years; 

 

WHEREAS, representing the citizens of Orange County and the Second 

Supervisorial District, Mr. Mirowitz displayed a keen perception and 

understanding of issues and the complexities of both the Measure M1 and 

Measure M2 ordinances and investment plans. 

 

 NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors is 

privileged to recognize Howard Mirowitz’s outstanding public service; and 

 

 BE IT  FURTHER RESOLVED that the Board of Directors does hereby 

acknowledge and appreciate the dedicated efforts of Howard Mirowitz and the 

many hours of his personal time that he gave to ensure the will of the voters and 

the integrity of Measure M were maintained. 

 
Dated:  June 23, 2014 
 
 
      
Shawn Nelson, Chairman 
Orange County Transportation Authority 
 
 
       
Darrell Johnson, Chief Executive Officer 
Orange County Transportation Authority 
 
OCTA Resolution No. 2014-028 
 

ATTACHMENT F 



 
Merrill “Randy” Holbrook 

 
 WHEREAS, the Orange County Transportation Authority Board of Directors 

recognizes and commends the valuable contribution of Merrill “Randy” Holbrook 

to the successful implementation of Measure M to date; and 

 

 WHEREAS, be it known that Merrill “Randy” Holbrook has served on the 

Measure M Taxpayer Oversight Committee from July 2011 to June 2014; and 

 

 WHEREAS, Mr. Holbrook has served on the Measure M Taxpayer Oversight 

Committee – Annual Eligibility Review Subcommittee for three years; and 

 

WHEREAS, representing the citizens of Orange County and the Third 

Supervisorial District, Mr. Holbrook displayed a keen perception and 

understanding of issues and the complexities of both the Measure M1 and 

Measure M2 ordinances and investment plans. 

 

 NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors is 

privileged to recognize Merrill “Randy” Holbrooks’ outstanding public service; 

and 

 

 BE IT  FURTHER RESOLVED that the Board of Directors does hereby 

acknowledge and appreciate the dedicated efforts of Merrill “Randy” Holbrook 

and the many hours of his personal time that he gave to ensure the will of the 

voters and the integrity of Measure M were maintained. 

 
Dated:  June 23, 2014 
 
 
       
Shawn Nelson, Chairman 
Orange County Transportation Authority 
      
       
Darrell Johnson, Chief Executive Officer 
Orange County Transportation Authority 
 
OCTA Resolution No. 2014-029 
 

 
 



                                                                                       COMMITTEE TRANSMITTAL 

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

 
July 14, 2014 

To: Members of the Board of Directors 

From: Wendy Knowles, Clerk of the Board 

Subject: Annual Update to Investment Policy 

Finance and Administration Committee Meeting of July 9, 2014 
 
Present: Directors Bates, Hennessey, Jones, Moorlach, Spitzer, and Ury 
Absent: Directors Lalloway and Pulido  

Committee Vote 

This item was passed by the Members present. 

Committee Recommendation 

Adopt the 2014 Investment Policy. 
 

 





 

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

July 9, 2014 
 
 
To:  Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Annual Update to Investment Policy 
 
 
Overview 
 
The Orange County Transportation Authority’s Treasurer has revised the 
investment policy for 2014.  The investment policy sets forth the investment 
guidelines for all funds invested on and after July 14, 2014.  As recommended 
under California Government Code Section 53646(a)(2), the Orange County 
Transportation Authority is submitting its investment policy to be reviewed at a 
public meeting.  
 
Recommendation 
 
Adopt the 2014 Investment Policy. 

 
Background 
 
The investment policy (Policy) sets forth the guidelines for all Orange County 
Transportation Authority (OCTA) investments that must conform to the 
California Government Code (Code).  The main objectives of the Policy 
continue to be the preservation of capital, liquidity, diversification, and a market 
average rate of return through economic cycles. 
 
The Policy is reviewed and approved by the Board of Directors (Board) at least 
annually.  However, relevant changes to the Code may warrant amendments to 
the Policy throughout the year. 
 
Discussion 
 
The 2014 Policy is being submitted for review and adoption by the Board.  
Treasury/Toll Roads Department staff met with representatives from the 
OCTA’s investment advisory firm and investment management firms to 
evaluate the effectiveness of the Policy and address any potential changes for 
2014.  There were no legislative changes to Section 53601 of the Code 
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affecting local agencies during the past year.  Proposed changes to the Policy 
can be categorized into two areas: Policy language updates and adding 
additional benchmarks for performance comparisons. 
 
Policy Language Updates 
 
There are two language updates proposed for the Policy.  The first pertains to 
modifying the language under compliance on page one and two of the  
black-lined version of the Policy.  Staff is recommending revising the Policy to 
reflect the recommendation of a recent audit finding.  In this case, a bond 
proceeds manager exceeded the allowable investment in money market funds 
since OCTA provided instructions to the manager to remain liquid.  
Management has updated the Policy to include additional language regarding 
the drawdown of portfolio funds and the determination of compliance issues.  
 
The second language update proposed for the Policy is on page 12 of the 
black-lined version of the Policy regarding the investment in 91 Express Lanes 
debt.  The previous Policy contained language that OCTA could invest in the 
2003 91 Express Lanes Series B bonds if the Internal Revenue Service 
allowed such investments for agencies.  The 2003 Series B bonds were 
refunded in August of 2013.  Therefore, the Policy has been revised to 
generalize the investment in any OCTA notes or bonds as long as the Internal 
Revenue Service allows this type of investment. 
 
Additional Benchmarks 
 
The second area of change to the Policy relates to the benchmarks utilized by 
OCTA to measure performance.  These changes are captured on page three of 
the black-lined version of the Policy.  OCTA’s short-term portfolio uses the  
Bank of America Merrill Lynch 1-3 Year United States (U.S.) Treasury Index 
(BAML 1-3 Year Treasury Index), and the extended fund uses the Bank of 
America Merrill Lynch 1-5 Year U.S. Treasury Index (BAML 1-5 Year Treasury 
Index) as benchmarks to measure performance.  These benchmarks are 
comprised of 100 percent treasury securities.  The portfolio managers for the 
short-term fund, however, have the latitude to invest funds within the 
parameters of the permitted investments in the Policy.  There are currently no 
funds invested in the extended fund. 
 
Members of the Finance and Administration (F&A) Committee have inquired 
about the appropriateness of the current benchmarks with respect to 
measuring the added-value of the portfolio managers’ contribution.  Currently, 
there are no publicly available indices that precisely reflect the permitted 
investments allowed under Section 53601 of the Code.  If the Board prefers 
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adding a second benchmark to the short-term portfolio, the Bank of America 
Merrill Lynch 1-3 Year AAA-A U.S. Corporate and Government Index  
(BAML 1-3 Year Corporate and Government Index) may be used when 
reporting performance.  This index contains approximately nine percent of 
foreign and other sovereign securities that are not permitted investments in the 
Code, making a direct correlation unattainable.  Similar to the short-term 
portfolio, a second benchmark, the Bank of America Merrill Lynch 1-5 Year 
AAA-A U.S. Corporate and Government Index (BAML 1-5 Year Corporate and 
Government Index), may be used when comparing performance whenever 
monies are added to the extended fund. 
 
The addition of the second benchmark is not an effort to legislate additional risk 
by mandating designated asset allocation requirements.  The intent is to 
provide perspective when evaluating relative performance when portfolio 
managers purchase non-treasury securities such as corporate medium-term 
notes or asset-backed securities.  The two short-term portfolio benchmarks 
currently share a similar duration of approximately 1.8 years, and the extended 
fund benchmarks have the same duration of 2.8 years.  Over the past five 
years, the average annual total return for the BAML 1-3 Year Treasury Index 
was 1.11 percent, while the average annual total return for the BAML 1-3 Year 
Corporate and Government Index was 1.73 percent.  During the same period, 
the average annual total return for OCTA’s short-term portfolio was 1.67 
percent. 
 
Next Steps 
 
If the Board approves the proposed changes to the Policy, a copy of these 
changes and the final Policy will be provided to each portfolio manager.  The 
additional benchmark for the short-term portfolio will also be incorporated into 
the monthly and quarterly reports provided to the F&A Committee and Board. 
 
Each portfolio manager will be required to sign an acknowledgement letter 
confirming their receipt and understanding of the Policy.  OCTA currently uses 
four portfolio managers to actively manage the short-term portfolio and two 
portfolio managers to manage the bond proceeds portfolio. 
 
Staff will return to the F&A Committee and Board over the next few months to 
discuss other investment strategies for the Measure M2 Environmental 
Mitigation Program.  This program will be seeking Board approval for the 
establishment of an endowment fund for future expenditures.  If the 
endowment fund is established, a longer-term investment strategy and 
benchmark will need to be evaluated. 
 



Annual Update to Investment Policy Page 4 
 

 

 

Summary  
 
California Government Code Section 53646(a)(2) recommends that local 
agencies annually review their investment policy at a public meeting.  The 
Treasurer is submitting an update to the Orange County Transportation 
Authority’s Investment Policy for approval by the Board of Directors.  
 
Attachments 
 
A. Orange County Transportation Authority 2014 Investment Policy  

July 14, 2014 
B. Black-line Copy of Orange County Transportation Authority 2014 

Investment Policy July 14, 2014 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 
Rodney Johnson 
Deputy Treasurer 
Treasury/Public Finance  
(714) 560-5675 

Approved by: 

 
Andrew Oftelie 
Executive Director, 
Finance and Administration 
(714) 560-5649 
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ATTACHMENT A 

Orange County Transportation Authority 
 

2014 Investment Policy 
 

July 14, 2014 
 
I. PURPOSE 
 
This Investment Policy sets forth the investment guidelines for all funds of the Orange County 
Transportation Authority (OCTA) invested on and after July14, 2014. The objective of this 
Investment Policy is to ensure OCTA’s funds are prudently invested to preserve capital, provide 
necessary liquidity and to achieve a market-average rate of return through economic cycles. 
 
Investments may only be made as authorized by this Investment Policy.  The OCTA Investment 
Policy conforms to the California Government Code (the Code) as well as customary standards 
of prudent investment management.  Irrespective of these policy provisions, should the 
provisions of the Code be or become more restrictive than those contained herein, such 
provisions will be considered immediately incorporated into the Investment Policy and adhered 
to. 
 
II. OBJECTIVES 
 
1. Safety of Principal -- Safety of principal is the foremost objective of the OCTA.  Each 

investment transaction shall seek to ensure that capital losses are avoided, whether from 
institutional default, broker-dealer default, or erosion of market value of the securities. 

 
2. Liquidity -- Liquidity is the second most important objective of the OCTA.  It is important that 

the portfolio contain investments for which there is an active secondary market and which 
offer the flexibility to be easily sold at any time with minimal risk of loss of either the principal 
or interest based upon then prevailing rates. 

 
3. Total Return -- The OCTA’s portfolio shall be designed to attain a market-average rate of 

return through economic cycles. 
 
4. Diversification – Finally, the OCTA shall diversify its portfolio(s) to avoid incurring 

unreasonable market risks. 
 
III. COMPLIANCE 
 
The OCTA has provided each of its portfolio managers with a copy of this Investment Policy as a 
part of their contract and expects its portfolio managers to invest each portfolio they manage for 
OCTA in accordance with the provisions of the Investment Policy. However, bond proceeds may 
be invested in approved short-term investments without regard to diversification limits.  This may 
occur during the initial deposit of the bond proceeds portfolio, the final drawdown of the portfolio, 
or other times in between when appropriate due to drawdown requirements as requested by 
OCTA’s Treasurer.  When diversification limits are exceeded by a portfolio manager, the 
Treasurer will document the situation and report the circumstances to the Finance and 
Administration Committee monthly and include a write-up in the quarterly Debt and Investment 
report to the Board of Directors. 
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The OCTA Treasurer is responsible for verifying each portfolio manager’s compliance as well as 
OCTA’s entire portfolio’s compliance with the provisions of the Investment Policy. 
 
If OCTA’s Treasurer, in his sole discretion, finds that a portfolio manager has made an 
investment that does not comply with the provisions of the Investment Policy, the Treasurer shall 
immediately notify the portfolio manager of the compliance violation. At that point, the portfolio 
manager is on probation for a period of one year. The second time a violation occurs while the 
portfolio manager is on probation, the Finance and Administration Committee shall review the 
error and may request that the portfolio manager responsible for the compliance violation meet 
with the Chair of the Finance and Administration Committee and the Treasurer as soon as 
practical at which time it will be decided whether the Board of Directors will be notified of the 
violation.  
 
If OCTA’s Treasurer finds that the portfolio manager has made a third investment while on 
probation that does not comply with the provisions of the Investment Policy, the Treasurer shall 
notify the Board of Directors of the compliance violations, and the Board, thereafter may 
terminate the contract with the portfolio manager.    
 
IV. PRUDENCE 
 
OCTA’s Board of Directors or persons authorized to make investment decisions on behalf of 
OCTA are trustees and fiduciaries subject to the prudent investor standard. 
 
The standard of prudence to be used by investment officials shall be the "prudent  investor" 
standard as defined in the Code below and shall be applied in the context of managing an overall 
portfolio.  OCTA’s investment professionals acting in accordance with written procedures and the 
Investment Policy and exercising due diligence shall be relieved of personal responsibility for an 
individual security's credit risk or market price changes, provided deviations from expectations 
are reported in a timely fashion and appropriate action is taken to control developments. 
 
The Prudent Investor Standard:  When investing, reinvesting, purchasing, acquiring, exchanging, 
selling, or managing public funds, a trustee shall act with care, skill, prudence, and diligence 
under the circumstances then prevailing, including but not limited to, the general economic 
conditions and the anticipated needs of OCTA, that a prudent person acting in a like capacity 
and familiarity with those matters would use in the conduct of funds of a like character and with 
like aims, to safeguard the principal and maintain the liquidity needs of the agency.  
 
V. DELEGATION OF AUTHORITY 
 
Authority to manage OCTA's investment program is derived from an order of the Board of 
Directors.  Management responsibility for the investment program is hereby delegated to OCTA's 
Treasurer pursuant to Section 53607 of the Code.  On an annual basis, the Board of Directors is 
required to renew the authority of OCTA’s Treasurer to invest or reinvest OCTA funds.  The 
Treasurer is hereby authorized to delegate his authority as he determines to be appropriate.  No 
person may engage in an investment transaction except as provided under the terms of this 
Investment Policy and the procedures established by the Treasurer. The Treasurer shall be 
responsible for all actions undertaken and shall establish a system of controls to regulate the 
activities of subordinate professionals. 
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The Treasurer shall develop administrative procedures and internal control, consistent with this 
Investment Policy, for the operation of OCTA’s investment program.  Such procedures shall be 
designed to prevent losses of public funds arising from fraud, employee error, misrepresentation 
by third parties, or imprudent actions by employees of OCTA. 
  
VI. ETHICS AND CONFLICTS OF INTEREST 
 
OCTA's officers and employees involved in the investment process shall not participate in 
personal business activity that conflicts with the proper execution of OCTA’s investment 
program, or which impairs their ability to make impartial investment decisions.  OCTA's 
investment professionals and Treasury/Toll Roads Department employees are not permitted to 
have any material financial interests in financial institutions that conduct business with OCTA, 
and they are not permitted to have any personal financial/investment holdings that have a 
material effect on the performance of OCTA's investments. 
 
VII. RESPONSIBILITIES 
 
The Finance and Administration Committee of the OCTA Board of Directors, subject to the 
approval of the OCTA Board of Directors, is responsible for establishing the Investment Policy 
and ensuring investments are made in compliance with this Investment Policy. This Investment 
Policy shall be reviewed annually by the Board of Directors at a public meeting. 
 
The Treasurer is responsible for making investments and for compliance with this policy 
pursuant to the delegation of authority to invest funds or to sell or exchange securities and shall 
make a quarterly report to the Board of Directors in accordance with Section 53646 (b) of the 
Code.  Under Section 53646 (b) the Code states that the Treasurer may make a quarterly report 
to the Board of Directors.  OCTA policy is to provide a monthly report to the Finance and 
Administration Committee and provide copies to the Board of Directors.  In addition, the 
Treasurer will prepare a quarterly report to the Board of Directors. 
 
The Treasurer is responsible for establishing a procedural manual for OCTA’s investment 
program and for having an annual independent audit performed on OCTA’s investments. 
 
VIII. FINANCIAL BENCHMARKS 
 
In order to establish a basis for evaluating investment results, the Authority uses four nationally 
recognized fixed income security performance benchmarks to evaluate return on investments.  
The BofA Merrill Lynch 1-3 year Treasury Index and the BofA Merrill Lynch 1-3 year AAA-A U.S. 
Corporate and Government Index benchmarks are used for OCTA’s short-term portfolios, the 
BofA Merrill Lynch 1-5 year Treasury Index and the BofA Merrill Lynch 1-5 year AAA-A U.S. 
Corporate and Government Index benchmarks are used for the extended fund, while a 
customized performance benchmark may be used for the bond proceeds portfolios. 
 
IX. BOND PROCEEDS INVESTMENTS 
 
Bond proceeds from OCTA's capital project financing programs are to be invested in accordance 
with the provisions of their specific indenture and are further limited by the maturity and 
diversification guidelines of this Investment Policy.  Debt service reserve funds of bond proceeds 
are to be invested in accordance with the maturity provision of their specific indenture. 
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X. INVESTMENT AGREEMENTS – BOND PROCEEDS 
 
 Investment agreements must be approved and signed by OCTA's Treasurer.  Investment 

agreements are permitted with any bank, insurance company or broker/dealer, or any 
corporation if: 

 
  A. At the time of such investment, 
 
    such bank has an unsecured, uninsured and unguaranteed obligation rated long-

term Aa2 or better by Moody's and AA or better by Standard & Poor's, or 
 
    such insurance company or corporation has an unsecured, uninsured and 

unguaranteed claims paying ability rated long-term Aaa by Moody's and AAA by 
Standard & Poor's, or 

 
       such bank or broker/dealer has an unsecured, uninsured and unguaranteed 

obligation rated long-term A2 or better by Moody's and A or better by Standard & 
Poor's (and with respect to such broker/dealer rated short-term P-1 by Moody's and 
A-1 by Standard & Poor's); provided, that such broker/dealer or A2/A rated bank 
also collateralize the obligation under the investing agreement with U.S. 
Treasuries, Government National Mortgage Association securities, Federal 
National Mortgage Association securities or Federal Home Loan Mortgage 
Association securities meeting the following requirements: 

 
1. the securities are held free and clear of any lien by OCTA's custodian 

or trustee or an independent third party acting as agent “Agent” for 
the custodian or trustee, and such third party is (i) a Federal Reserve 
Bank, or (ii) a bank which is a member of the Federal Deposit 
Insurance Corporation and which has combined capital, surplus and 
undivided profits of not less than $50 million and the custodian or 
trustee shall have received written confirmation from such third party 
that it holds such securities, free and clear of any lien, as agent for 
OCTA's custodian or trustee; and 

 
2. a perfected first security interest under the Uniform Commercial 

Code, or book entry procedures prescribed at 31 C.F.R. 306.1 et seq. 
or 31 C.F.R. 350.0 et seq. in such securities is created for the benefit 
of OCTA's custodian or trustee and OCTA; and 

 
3. the Agent provides OCTA's custodian or trustee and OCTA with 

valuation of the collateral securities no less frequently than weekly 
and will liquidate the collateral securities if any deficiency in the 
required 102 percent collateral percentage is not restored within two 
business days of such valuation. 

 
  B. The agreement shall include a provision to the effect that if any rating of any such 

bank, insurance, broker-dealer or corporation is downgraded below a minimum rating 
to be established at the time the agreement is executed, OCTA shall have the right to 
terminate such agreement. 
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XI. PERMITTED INVESTMENTS FOR NON-BOND PROCEEDS: 
 
Maturity and Term 
 
All investments, unless otherwise specified, are subject to a maximum stated term of five years.  
Maturity shall mean the stated final maturity or the mandatory redemption date of the security, or 
the unconditional put option date if the security contains such a provision.  Term or tenure shall 
mean the remaining time to maturity from the settlement date. 
 
The Board of Directors must grant express written authority to make an investment or to 
establish an investment program of a longer term.  
 
Eligible Instruments and Quality 
 
OCTA policy is to invest only in high quality instruments as permitted by the Code, subject to the 
limitations of this Investment Policy. If an eligible security already contained in the Authority’s 
portfolio is subsequently placed on “Negative Credit Watch” by any of the three Nationally 
Recognized Statistical Rating Organizations (NRSROs), then the security will be handled under 
the provisions of Rating Downgrades. 
 
1) OCTA Notes and Bonds 
 
 Notes and bonds issued by OCTA, including notes and bonds payable solely out of the 

revenues from a revenue-producing property owned, controlled, or operated by OCTA or by a 
department, board, agency or authority of OCTA which may bear interest at a fixed or floating 
rate.  Investments in tax-exempt notes and bonds issued by OCTA are only allowable when 
authorized by the Internal Revenue Service. 

 
2) U.S. Treasuries 
 
 Direct obligations of the United States of America and securities which are fully and 

unconditionally guaranteed as to the timely payment of principal and interest by the full faith 
and credit of the United States of America. 

 
 U.S. Treasury coupon and principal STRIPS (Separate Trading of Registered Interest and 

Principal of Securities) and TIPS (Treasury Inflation Protected Securities) are permitted 
investments pursuant to the Investment Policy. 

 
3) Federal Instrumentality Securities (Government Sponsored Enterprises) 
 

Debentures, discount notes, callable and step-up securities, with a final maturity not 
exceeding five years from the date of trade settlement issued by the following: 
 

  Federal Home Loan Bank (FHLB) 
  Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac) 
  Federal National Mortgage Association (FNMA or Fannie Mae) 
  Federal Farm Credit Bank (FFCB) 
  Federal Agricultural Mortgage Corporation (Farmer Mac) 
 



 

 

 

 6 

4) Federal Agencies  
 

Mortgage-backed securities and debentures with a final maturity not exceeding five years 
from the date of trade settlement issued by the following: 

 
 
  Government National Mortgage Association (GNMA or Ginnie Mae) 
  Small Business Administration (SBA) 
  Export-Import Bank of the United States (EXIMBANK) 
  Maritime Administration 
  Washington Metro Area Transit 
  U.S. Department of Housing & Urban Development 
  Federal Deposit Insurance Corporation (FDIC) 
  National Credit Union Administration (NCUA) 
 
 Any Federal Agency and U.S. Government Sponsored Enterprise security not specifically 
 mentioned above is not a permitted investment. 
 
5) State of California and Local Agency Obligations 
 
 Registered state warrants, treasury notes or bonds of the State of California and bonds, 

notes, warrants or other evidences of indebtedness of any local agency, other than OCTA, of 
the State, including bonds payable solely out of revenues from a revenue producing property 
owned, controlled, or operated by the state or local agency or by a department, board, 
agency or authority of the State or local agency. Such obligations must be issued by an entity 
whose general obligation debt is rated at least A-1 or better by two of the three NRSROs for 
short-term obligations, or A or the equivalent for long-term debt. 

 
 OCTA may also purchase defeased state and local obligations as long as the obligations 

have been legally defeased with U.S. Treasury securities and such obligations mature or 
otherwise terminate within five years of the date of purchase. 

 
 Public agency bonds issued for private purposes (industrial development bonds) are 

specifically excluded as allowable investments. 
 
6) Bankers Acceptances 
 
 Bankers acceptances which: 
 
  A. are eligible for purchase by the Federal Reserve System, and 
 
  B. are rated by at least two of the NRSROs with at least A-1 or the equivalent for short-

term deposits, and  
 
  C. may not exceed the 5 percent limit on any one commercial bank. 
 
 Maximum Term: 180 days (Code) 
 
7) Commercial Paper 
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 Commercial Paper must : 
 

A. be rated at least A-1 or the equivalent by two of the three NRSRO’s, and    
 
  B. be issued by corporations rated at least A- or the equivalent rating by a NRSRO for 

issuer’s debt, other than commercial paper, and 
 
   C. be issued by corporations organized and operating within the United States and 

having total assets in excess of five hundred million dollars ($500,000,000), and 
 
  D. not represent more than 10 percent of the outstanding paper of the issuing 

corporation. 
 
 Maximum Term: 180 days (Code 270 days)  
 
8) Negotiable Certificates of Deposit 
 
 Negotiable Certificates of Deposit issued by a nationally or state-chartered bank or state or 

federal association or by a state licensed branch of a foreign bank, which have been rated by 
at least two of the NRSRO’s  with at least A-1 or the equivalent for short-term deposits.  

 
 Maximum Term: 270 days  
 
9) Repurchase Agreements 
 
 Repurchase agreements collateralized by U.S. Treasuries or Agency securities as defined in 

the Investment Policy with any registered broker-dealer subject to the Securities Investors 
Protection Act or any commercial banks insured by the FDIC so long as at the time of the 
investment such dealer (or its parent) has an uninsured, unsecured and unguaranteed 
obligation rated P-1 short-term or A2 long-term or better by Moody's, and A-1 short-term or A 
long-term or better by Standard & Poor's, provided: 

 
  A. a Public Securities Association (PSA) master repurchase agreement and a tri-party 

agreement, if applicable, representing a custodial undertaking in connection with a 
master repurchase agreement, which governs the transaction and has been signed by 
OCTA; and 

 
  B. the securities are held free and clear of any lien by OCTA's custodian or trustee or an 

independent third party acting as agent "Agent" for the custodian or trustee, and such 
third party is (i) a Federal Reserve Bank, or (ii) a bank which is a member of the 
Federal Deposit Insurance Corporation and which has combined capital, surplus and 
undivided profits of not less than $50 million and the custodian or trustee shall have 
received written confirmation from such third party that it holds such securities, free 
and clear of any lien, as agent for OCTA's custodian or trustee; and 

 
  C.  a perfected first security interest under the Uniform Commercial Code, or book entry 

procedures prescribed at 31 C.F.R. 306.1 et seq. or 31 C.F.R. 350.0 et seq. in such 
securities is created for the benefit of OCTA's custodian or trustee and OCTA; and 
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  D.  the Agent provides OCTA's custodian or trustee and OCTA with valuation of the 
collateral securities no less frequently than weekly and will liquidate the collateral 
securities if any deficiency in the required 102 percent collateral percentage is not 
restored within two business days of such valuation. 

 
 Maximum Term: 30 days (Code 1 year) 
 

Reverse repurchase agreements are not permitted unless used as a permitted 
investment in the Local Agency Investment Fund 

  
10) Medium Term Maturity Corporate Securities 
 
 Corporate securities which: 
 
  A. are rated A- or better by two of the three NRSRO’s, and 
 
  B. are issued by corporations organized and operating within the United States or by 

depository institutions licensed by the United States or any state and operating within 
the United States,and 

 
  C. may not represent more than ten percent (10%) of the issue in the case of a specific 

public offering. This limitation does not apply to debt that is "continuously offered" in  a 
mode similar to commercial paper, i.e. medium term notes ("MTNs"). Under no 
circumstance can any one corporate issuer represent more than 5 percent of the 
portfolio. 

 Maximum Term: Five (5) years. (Code) 

 
11) Money Market Funds 
 
 Shares of beneficial interest issued by diversified management companies (commonly called 

money market funds) which: 
 
  A. are rated AAA (or the equivalent highest ranking) by two of the three NRSRO’s, and  
 
  B. may not represent more than 10 percent of the money market fund's assets. 
 
12) Other Mutual Funds  
 
 Shares of beneficial interest issued by diversified management companies (commonly called 

mutual funds) which: 
 
  A. are rated AAA (or the equivalent highest ranking) by two of the three NRSRO’s, and 
 
  B. may not represent more than 10 percent of the fund's or pool’s assets. 
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13) Mortgage or Asset-backed Securities 
 
 Any mortgage pass-through security, collateralized mortgage obligation, mortgage-backed or 

other pay-through bond, equipment lease-backed certificate, consumer receivable pass-
through certificate, or consumer receivable-backed bond which: 

 
  A. is rated AAA or equivalent (excluding US Government/Agency/Instrumentality backed 

structured product which will be permitted with their prevailing ratings even if those 
ratings are below AAA) by a NRSRO, or be rated at least A-1 or the equivalent by two 
of the three NRSRO’s for money-market asset-backed securities, and 

 
  B. is issued by an issuer having at least an A or equivalent rating by a NRSRO for its 

long-term debt. 

 Maximum Term: Five year stated final maturity. (Code) 
 
14) State of California Local Agency Investment Fund (LAIF) 
 
 LAIF is a pooled fund managed by the State Treasurer referred to in Section 16429.1 of the 

Code.  All securities are purchased under the authority of the Code Section 16430 and 
16480.4. 

 
15) Orange County Treasury Investment Pool (OCIP) 
 
 The OCIP is a pooled fund managed by the Orange County Treasurer and is comprised of 

two funds, the Money Market Fund and Extended Fund.  The Money Market Fund is invested 
in cash equivalent securities and is based on the investment guidelines detailed in the Code 
section 53601.7, which parallels Rule 2a-7.  The Extended Fund is for cash requirements 
past one year and is based on the Code Sections 53601 and 53635.     

 
16) California Asset Management Program (CAMP) 
 
 CAMP is a program for the investment of bond and certificates of participation proceeds only.  

CAMP investments must be rated AA or better by two of the three NRSRO’s. 
 
17) Variable and Floating Rate Securities 
 
 Variable and floating rate securities are restricted to investments in securities with a final 

maturity of not to exceed five years as described above, must utilize traditional money market 
reset indices such as U. S. Treasury bills, Federal Funds, commercial paper or LIBOR 
(London Interbank Offered Rate), and must meet all minimum credit requirements previously 
detailed in the Investment Policy.  Investments in floating rate securities whose reset is 
calculated using more than one of the above indices are not permitted, i.e. dual index notes. 
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18) Bank Deposits 
  
 Bank deposits in California banks which have a minimum short-term rating of A-1 by 

Standard and Poor’s and a minimum short-term rating of P-1 by Moody’s.  The Treasurer 
shall draft and execute a contract describing provisions for bank deposits. 

 
19) Derivatives 
 
 Derivatives are to be used as a tool for bonafide hedging investments only where deemed 

appropriate.  Derivatives shall not be used for the purpose of interest rate speculation. 
 
 Derivative products in any of the eligible investment categories listed above may be 

permitted. The Treasurer has the sole responsibility for determining which prospective 
investments are derivatives. Each prospective investment in a derivative product must be 
documented by the Treasurer as to the purpose and specific financial risk being hedged.  
Each such investment must be approved by the Finance and Administration Committee prior 
to entering into such investment.   

 
 No investments shall be permitted that have the possibility of returning a zero or negative 

yield if held to maturity.  In addition, the investment in inverse floaters, range notes, strips 
derived from mortgage obligations, step-up notes and dual index notes are not permitted 
investments. 

 
Rating Downgrades 
 
OCTA may from time to time be invested in a security whose rating is down-graded below the 
quality criteria permitted by this Investment Policy. 
 
Any security held as an investment whose rating falls below the investment guidelines or whose 
rating is put on notice for possible downgrade shall be immediately reviewed by the Treasurer for 
action, and notification shall be made to the Board of Directors in writing as soon as practical 
and/or included in the monthly Orange County Transportation Authority Investment and Debt 
Programs report.  The decision to retain the security until maturity, sell (or put) the security, or 
other action shall be approved by the Treasurer.   
 
Diversification Guidelines 
 
Diversification limits ensure the portfolio is not unduly concentrated in the securities of one type, 
industry, or entity, thereby assuring adequate portfolio liquidity should one sector or company 
experience difficulties. 
 
       At All Times 
Instruments       Maximum % Portfolio 
  
1) OCTA Note and Bonds …………………………………………………………..   25% 
2) U.S. Treasuries (including U.S. Treasury STRIPS & TIPS)………………..... 100% 
3) Federal Instrumentality Securities……………………………………………… 
4) Federal Agencies ................................................................................. 

100% 
100% 

5) State of California and Local Agencies ..................................................   25% 
6) Bankers Acceptances ...................................................................................   30% (Code 40%) 
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7) Commercial Paper ………………………………………………………….……   25% (Code) 
8) Negotiable CDs .............................................................................................   30% (Code) 
9) Repurchase Agreements ..............................................................................   75% 
10) Medium Term Maturity Corporate Securities ..............................................   30% (Code) 
11) Money Market Funds and   12) Other Mutual Funds (in total).....................   20% (Code) 
13) Mortgage and Asset-backed Securities ......................................................   10%  
14) LAIF ..............................................................................................…$40mm maximum per entity  
15) OCIP ................................................................................................$40mm maximum per entity    
16) CAMP .........................................................................................................   10% 
17) Variable and Floating Rate Securities ........................................................   30% 
18) Bank Deposits …………………………………………………………………...     5% 
19) Derivatives (hedging transactions only) and subject to prior approval .......     5% 
20) Investment Agreements pursuant to indenture ........................................... 100% 
 
Outside portfolio managers must review the portfolios they manage to ensure compliance with 
OCTA's diversification guidelines on an ongoing basis. 
 
Issuer/Counter-Party Diversification Guidelines For All Securities Except Federal 
Agencies, Federal Instrumentalities, Investment Agreements, Repurchase Agreements 
and  OCTA Debt 
 
Any one corporation, bank, local agency, special purpose vehicle or other corporate name for 
one or more series of securities.             5% 
 
Issuer/Counter-Party Diversification Guidelines For Federal Agencies,   
Federal Instrumentalities and Repurchase Agreements 
 
Any one Federal Agency or Federal Instrumentalities       35%  
 
Any one repurchase agreement counter-party name  
 

  If maturity/term is  7 days          50% 

  If maturity/term is  7 days          35% 
 
Issuer/Counter-Party Diversification Guidelines For OCTA’s Debt 
 
The Authority can purchase all or a portion of the Orange County Transportation Authority’s debt, 
including notes and bonds payable solely out of the revenues from a revenue-producing property 
owned, controlled, or operated by OCTA or by a department, board, agency or authority of 
OCTA which may bear interest at a fixed or floating rate, providing the purchase does not 
exceed 25% of the Maximum Portfolio and when authorized by the Internal Revenue Service. 
 
XII SECURITIES SAFE KEEPING 
 
All security transactions, including collateral for repurchase agreements, entered into by OCTA 
shall be conducted on a delivery-versus-payment basis. Securities shall be held by a third party 
custodian designated by the Treasurer, evidenced by safe keeping receipts and in compliance 
with Code Section 53608.  
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XIII. BROKER DEALERS 
 
The Treasurer, and investment professionals authorized by the Treasurer, may buy securities 
from a list of broker dealers and financial institutions that will be periodically reviewed. 
 
Outside portfolio managers must certify that they will purchase securities from broker/dealers 
(other than themselves) or financial institutions in compliance with this Investment Policy. 
 
XIV. INVESTMENT POLICY REVIEW 
 
This Investment Policy shall be reviewed annually by the Finance and Administration Committee 
of the OCTA Board of Directors to ensure its consistency with the overall objectives of 
preservation of principal, liquidity, yield and diversification and its relevance to current law and 
economic trends. 
 
XV. DEFINITION OF TERMS 
 
ACCRUED INTEREST:  The amount of interest that is earned but unpaid since the last interest 
payment date. 
 
AGENCY SECURITIES:  (See U.S. Government Agency Securities) 
 
ASK PRICE:  (Offer Price) The price at which securities are offered from a seller. 
 
ASSET BACKED SECURITIES (ABS):  Securities collateralized or backed by receivables such 
as automobile loans and credit card receivables.  The assets are transferred or sold by the 
company to a Special Purpose Vehicle and held in trust.  The SPV or trust will issue debt 
collateralized by the receivables. 
 
BANKERS ACCEPTANCES (BAs):  Time drafts which a bank "accepts" as its financial 
responsibility as part of a trade finance process.  These short-term notes are sold at a discount, 
and are obligations of the drawer (the bank's trade finance client) as well as the bank.  Once 
accepted, the bank is irrevocably obligated to pay the BA upon maturity if the drawer does not. 
 
BASIS POINT:  When a yield is expressed as X.YZ%, the YZ digits to the right of the decimal 
point are known as basis points.  One basis point equals 1/100 of one percent.  Basis points are 
used more often to describe changes in yields on bonds, notes and other fixed-income 
securities. 
 
BID PRICE:  The price at which a buyer offers to buy a security. 
 
BOOK ENTRY:  The system, maintained by the Federal Reserve, by which most securities are 
"delivered" to an investor's custodian bank.  The Federal Reserve maintains an electronic record 
of the ownership of these securities, and records any changes in ownership corresponding to 
payments made over the Federal Reserve wire (delivery versus payment).  These securities do 
not receive physical certificates. 
 
BOOK VALUE:  The original cost of the investment. 
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CALLABLE BONDS:  A bond issue which all or part of its outstanding principal amount may be 
redeemed before maturity by the issuer under specified conditions. 
 
CAPITAL GAIN/LOSS:  The profit or loss realized from the sale of a security. 
 
CERTIFICATES OF DEPOSIT (NEGOTIABLE CDs):  A negotiable (marketable or transferable) 
receipt for a time deposit at a bank or other financial institution for a fixed time and interest rate. 
 
COLLATERAL:  Securities or cash pledged by a borrower to secure repayment of a loan or 
repurchase agreement.  Also, securities pledged by a financial institution to secure deposits in 
an Investment Agreement. 
 
COMMERCIAL PAPER (CP):  Unsecured promissory notes issued by companies and 
government entities usually at a discount.  Commercial paper is negotiable, although it is 
typically held to maturity.  The maximum maturity is 270 days, with most CP issued for terms of 
less than 30 days. 
 
COUPON:  The annual rate of interest received by an investor from the issuer of certain types of 
fixed-income securities.  Also known as “interest rate.” 
 
CURRENT YIELD:  The annual income from an investment divided by the current market value.  
Since the mathematical calculation relies on the current market value rather than the investor's 
cost, current yield is unrelated to the actual return the investor will earn if the security is held to 
maturity. 
 
CUSTODIAN:  A bank or other financial institution that keeps custody of assets in the name of 
the depositor.  
 
DELIVERY VERSUS PAYMENT (DVP):   Delivery of securities with a simultaneous exchange of 
money for the securities. 
 
DERIVATIVE SECURITY:  Financial instrument created from, or whose value depends upon, 
one or more underlying assets or indexes of asset values. 
 
DISCOUNT:  The difference between the par value of a bond and the cost of the bond, when the 
cost is below par.  Some short-term securities, such as Treasury bills and bankers acceptances, 
are known as discount securities.  They sell at a discount from par, and return the par value to 
the investor at maturity without additional interest.  Other securities, which have fixed coupons, 
trade at a discount when the coupon rate is lower than the current market rate for securities of 
that maturity and/or quality. 
 
DIVERSIFICATION:  An investment principal designed to spread the risk in a portfolio by 
dividing investments by sector, maturity and quality rating. 
 
DOLLAR-WEIGHTED AVERAGE MATURITY:  A calculation that expresses the "average 
maturity" of an investment portfolio using each investment's maturity weighted by the size or 
book-value of that investment. 
 
DURATION:  A measure of the timing of cash flows, such as the interest payments and principal 
repayment, to be received from a given fixed-income security. 
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FEDERAL FUNDS RATE:  Interest rate at which banks lend federal funds to each other. 
 
FEDERAL OPEN MARKET COMMITTEE (FOMC):  A committee within the Federal Reserve 
System that makes short-term monetary policy for the Fed.  The committee decides either to sell 
securities to reduce the money supply, or to buy government securities to increase the money 
supply.  Decisions made at FOMC meetings will cause interest rates to either rise or fall. 
 
FEDERAL RESERVE SYSTEM:  A U.S. centralized banking system which has supervisory 
powers over the 2 Federal Reserve banks and about 6,000 member banks. 
 
FITCH Ratings referred to as Fitch:  (See Nationally Recognized Statistical Rating 
Organizations) 
 
INTEREST:  The amount earned while owning a debt security, generally calculated as a 
percentage of the principal amount. 
 
INTEREST RATE RISK:  The risk associated with declines or rises in interest rates, which 
causes the market price of a fixed-income security to increase or decrease in value. 
 
LIQUIDITY:  The speed and ease with which an investment can be converted to cash. 
 
MARK-TO-MARKET:  The process by where the value of a security is adjusted to reflect current 
market conditions. 
 
MARKET RISK:  The risk that the value of a security will rise or decline as a result in changes in 
market conditions. 
 
MARKET VALUE:  The current market price of a security. 
 
MATURITY:  The date that the principal or stated value of an investment becomes due and 
payable. 
 
MEDIUM TERM MATURITY CORPORATE SECURITIES:  Notes issued by corporations 
organized and operating within the United States or by depository institutions licensed by the 
United States or any state and operating within the United States.   
 
MONEY MARKET:  The market in which short-term debt instruments (Treasury bills, discount 
notes, commercial paper, bankers acceptances, etc.) are issued and traded. 
 
MONEY MARKET MUTUAL FUNDS:  An investment company that pools money from investors 
and invest in a variety of short-term money market instruments.  
 
MOODY'S INVESTORS SERVICE, INC. referred to as Moody’s:  (See Nationally Recognized 
Statistical Rating Organizations) 
 
MORTGAGE-BACKED SECURITY:  A debt instrument with a pool of real estate loans as the 
underlying collateral.  The mortgage payments of the individual real estate assets are used to 
pay interest and principal on the bonds.  
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MUNICIPAL DEBT:  Issued by public entities to meet capital needs. 
 
NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATIONS (NRSRO’s):  Firms 
that review the creditworthiness of the issuers of debt securities, and express their opinion in the 
form of letter ratings (e.g. AAA, AA, A, BBB, etc.)  The primary rating agencies include Standard 
& Poor's Corporation; Moody's Investor Services, Inc. and Fitch Ratings. 
 
NEGOTIABLE CD:  (See Certificates of Deposit) 
 
NET ASSET VALUE (NAV):  The market value of one share of an investment company, such as 
a mutual fund.  This figure is calculated by totaling the fund’s assets which includes securities, 
cash and accrued earnings, then subtracting this from the fund’s liabilities and dividing by the 
total number of shares outstanding.  This is calculated once a day based on the closing price for 
each security in the fund’s portfolio. 
 
NON-CALLABLE:  Bond that is exempt from any kind of redemption for a stated time period. 
 
OCTA BONDS:  Bonds, notes, warrants, or other evidences of indebtedness.  
 
OFFER PRICE:  An indicated price at which market participants are willing to sell a security. 
 
PAR VALUE:  The amount of principal that must be paid at maturity.  Also referred to as the face 
amount of a bond, normally quoted in $1,000 increments per bond. 
 
PHYSICAL DELIVERY:  The delivery of an investment to a custodian bank in the form of a 
certificate and/or supporting documents evidencing the investment (as opposed to "book entry" 
delivery). 
 
PORTFOLIO:  A group of securities held by an investor. 
 
PREMIUM:  The amount by which the price paid for a security exceeds the security’s par value. 
 
PRIME RATE:  A preferred interest rate charged by commercial banks to their most creditworthy 
customers.   
 
PRINCIPAL:  The face value or par value of an investment. 
 
PURCHASE DATE:   See (Trade Date) 
 
REINVESTMENT RISK:  The risk that coupon payments (or other payments received) cannot be 
reinvested at the same rate as the initial investment. 
 
REPURCHASE AGREEMENTS (REPOS):  A purchase of securities under a simultaneous 
agreement to sell these securities back at a fixed price on some future date.  This is in essence a 
collateralized investment, with the difference between the purchase price and sales price 
determining the earnings. 
 
SAFEKEEPING:  Holding of assets (e.g. securities) by a financial institution. 
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SECURITES & EXCHANCE COMMISSION (SEC):  The federal agency responsible for 
supervising and regulating the securities industry. 
 
SETTLEMENT DATE:  The date on which the purchase or sale of securities is executed.  For 
example, in a purchase transaction, the day securities are physically delivered or wired to the 
buyer in exchange for cash is the settlement date. 
 
SPECIAL PURPOSE VEHICLE (SPV):  A trust or similar structure created specifically to 
purchase securities and reprofile cash flows and/or credit risk.  Mortgage or Asset-backed 
securities may be issued out of the SPV and secured by the collateral transferred from the 
corporation. 
 
STANDARD & POOR'S CORPORATION referred to as Standard and Poor’s or S & P:  (See 
Nationally Recognized Statistical Rating Organizations) 
 
THIRD-PARTY CUSTODIAL AGREEMENT:  (See Custodian) 
 
TOTAL RETURN:  The sum of all investment income plus changes in the capital value of the 
portfolio.   
 
TRADE DATE:  The date and time corresponding to an investor's commitment to buy or sell a 
security. 
 
U.S. GOVERNMENT AGENCY SECURITIES or FEDERAL AGENCIES AND U.S. FEDERAL 
INSTRUMENTALITIES:  U.S. Government related organizations, the largest of which are 
government financial intermediaries assisting specific credit markets (housing, agriculture).  
Often simply referred to as "Agencies", they include: 
 

  Federal Home Loan Bank (FHLB) 

  Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac) 

  Federal National Mortgage Association (FNMA or Fannie Mae) 

  Federal Farm Credit Bank (FFCB) 
  Federal Agricultural Mortgage Corporation (Farmer Mac) 

  Government National Mortgage Association (GNMA or Ginnie Mae) 

  Small Business Administration (SBA) 

  Export-Import Bank of the United States 

  Maritime Administration 

  Washington Metro Area Transit 

  U.S. Department of Housing & Urban Development 
  Federal Deposit Insurance Corporation (FDIC) 
  National Credit Union Administration (NCUA) 
 
Any Federal Agency and U.S. Government Sponsored Enterprise security not specifically 
mentioned above is not a permitted investment. 
 
U.S. TREASURY SECURITIES:  Securities issued by the U.S. Treasury and backed by the full 
faith and credit of the United States. The Treasury issues both discounted securities and fixed 
coupon notes and bonds. 
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 Treasury bills:  non-interest bearing discount securities of the U.S. Treasury with 
maturities under one year.  

 
 Treasury notes:  interest-bearing obligations of the U.S. Treasury with maturities ranging 

from two to ten years from the date of issue. 
 
 Treasury bond:  interest-bearing obligations issued by the U.S. Treasury with maturities 

ranging from ten to thirty years from the date of issue. 
 
  Treasury STRIPS:  U.S. Treasury securities that have been separated into their 

component parts of principal and interest payments and recorded as such in the Federal 
Reserve book entry record-keeping system. 

 
  Treasury TIPS: U.S. Treasury securities whose principal increases at the same rate as 

the Consumer Price Index.  The interest payment is then calculated from the inflated 
principal and repaid at maturity. 

 
VARIABLE AND FLOATING RATE SECURITIES:  Variable and floating rate securities are 
appropriate investments when used to enhance yield and reduce risk. They should have the 
same stability, liquidity and quality as traditional money market securities. 
 
For the purposes of this Investment Policy, a Variable Rate Security, where the variable rate of 
interest is readjusted no less frequently than every 762 calendar days, shall be deemed to have 
a maturity equal to the period remaining until the next readjustment of the interest.  A Floating 
Rate Security shall be deemed to have a remaining maturity of one day. 
 
VOLITILITY:  The degree of fluctuation in the price and valuation of securities. 
 
YIELD:  The current rate of return on an investment security generally expressed as a 
percentage of the securities current price. 
 
ZERO COUPON SECURITIES:  Security that is issued at a discount and makes no periodic 
interest payments.  The rate of return consists of a gradual accretion of the principal of the 
security and is payable at par upon maturity. 
 
 









































                                                                                       COMMITTEE TRANSMITTAL 

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

 
July 14, 2014 
 
 
To: Members of the Board of Directors 

    
From: Wendy Knowles, Clerk of the Board 
 
Subject: Measure M2  Eligibility Review Recommendation for the 
 City of Huntington Beach Expenditure Report 

Regional Planning and Highways Committee Meeting of July 7, 2014 
 
Present: Directors Bates, Donchak, Harper, Miller, Murray, Nelson, 
 and Spitzer 
Absent: Director Lalloway 

Committee Vote 

This item was passed by the Members present. 
 
Directors Bates and Harper were not present to vote on this item. 

Committee Recommendation 

Approve the expenditure report for the City of Huntington Beach and find the 
City of Huntington Beach eligible to receive Measure M2 net revenues for 
fiscal year 2013-14. 
 

 





 

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

July 7, 2014 
 
 
To: Regional Planning and Highways Committee  
 
From: Darrell Johnson, Chief Executive Officer   
 
Subject: Measure M2 Eligibility Review Recommendation for the  

City of Huntington Beach Expenditure Report  
 
 
Overview 
 
The Measure M2 Ordinance includes eligibility requirements that local 
agencies must satisfy in order to receive Measure M2 net revenues.  
The City of Huntington Beach’s expenditure report for fiscal year 2012-13 and 
resolution have been reviewed and approved by the Taxpayer Oversight 
Committee.  Staff is seeking an approval of eligibility for the City of  
Huntington Beach. 
 
Recommendation 
 
Approve the expenditure report for the City of Huntington Beach and find the 
City of Huntington Beach eligible to receive Measure M2 net revenues for  
fiscal year 2013-14.  
 
Background 
 
The Measure M2 (M2) Ordinance requires local jurisdictions to adopt an annual 
expenditure report that accounts for net revenues, developer/traffic impact 
fees, and funds expended that satisfy maintenance of effort requirements by 
maintaining a minimum level of local streets and roads expenditures.  
 
The Taxpayer Oversight Committee (TOC) reviews specific eligibility 
requirements and designates the annual eligibility review (AER) subcommittee 
to review eligibility components, including local agencies’ expenditure reports. 
On February 11, 2014, the TOC approved the expenditure reports for all local 
jurisdictions in Orange County, except for the City of Huntington Beach (City) 
due to the City’s use of a federal fiscal year.  
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1
 Expenditure reports are due six months after the close of the FY per the M2 Ordinance. The 

City follows a federal fiscal year (October 1 to September 30) and that agency’s expenditure 
report is due March 31

st
 of each year. All other local agencies follow the July to June FY, with 

expenditure reports due December 31
st
 of each year. 

 
 

Discussion 
 
The City submitted the expenditure report1 for fiscal year (FY) 2012-13 and 
resolution by the March 31, 2014 deadline. Orange County Transportation 
Authority staff reviewed the expenditure report to ensure compliance with the 
M2 Ordinance. The AER subcommittee convened on March 20, 2014 to review 
the City’s expenditure report, and presented recommendations of eligibility 
compliance to the TOC on April 8, 2014.  The TOC approved the City’s 
expenditure report and found the City eligible to receive M2 net revenues for 
FY 2013-14.  
 
Summary 
 
The Taxpayer Oversight Committee reviewed the City of Huntington Beach’s 
expenditure report for fiscal year 2012-13 and recommended the City of 
Huntington Beach be eligible to receive Measure M2 net revenues for  
fiscal year 2013-14. 
 
Attachment 
 
None. 
 

 
 

Prepared by: 

 

 Approved by: 

 
May Hout 
Associate Transportation 

 Kia Mortazavi 
Executive Director, Planning 

Funding Analyst 
(714) 560-5905 

 (714) 560-5741 
 



                                                                                       COMMITTEE TRANSMITTAL 

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

 
July 14, 2014 
 
 
To: Members of the Board of Directors 

    
From: Wendy Knowles, Clerk of the Board 
 
Subject: Measure M2 Project W Safe Transit Stops – 2014 Programming 

Recommendations 
 
Transit Committee Meeting of July 10, 2014 
Present: Directors Donchak, Jones, Nguyen, Pulido, Shaw, Tait, 
 and Winterbottom 
Absent: None 

Committee Vote 

This item was passed by the Members present. 

Committee Recommendations 

A. Approve the programming recommendations for Measure M2 
Project W funding, in an a mount not to exceed $1,205,666, 
for city-initiated improvements, and $370,000 for Orange County 
Transportation Authority-initiated improvements.  

 
B. Authorize the Chief Executive Officer to negotiate and execute letter 

agreements to support the programming recommendations. 
 

 





 

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

July 10, 2014 
 
 
To: Transit Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Measure M2 Project W Safe Transit Stops – 2014 Programming 

Recommendations 
 
 
Overview 
 
In March 2014, the Orange County Transportation Authority Board of Directors 
approved the Measure M2 Project W Program to provide passenger amenities 
at busy bus stops, and directed staff to work with local agencies and return with 
funding recommendations. Project applications have been reviewed, and funding 
recommendations are presented for approval. The goal is to improve the transit 
facilities infrastructure in high transit demand areas and provide a better bus 
transit experience to customers. 
 
Recommendations  
 
A. Approve the programming recommendations for Measure M2 Project W 

funding, in an amount not to exceed $1,205,666, for city-initiated 
improvements, and $370,000 for Orange County Transportation 
Authority-initiated improvements.  

 
B. Authorize the Chief Executive Officer to negotiate and execute letter 

agreements to support the programming recommendations.  
 
Background 
 
Measure M2 includes Project W Safe Transit Stops.  This program provides 
funding for passenger amenities at the 100 busiest bus stops in Orange County, 
determined by average daily weekday passenger boardings. The M2020 Plan, 
approved by the Orange County Transportation Authority (OCTA) Board of 
Directors (Board) on September 10, 2012, identified $5.5 million on a  
pay-as-you-go basis through 2020 for Project W.  
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On March 14, 2014, the Board authorized staff to work with the eligible local 
agencies and return with funding recommendations based on the Project W  
Safe Transit Stops framework (Attachment A). The framework provides  
80 percent of the available funds for city-initiated improvements and up to  
20 percent for the OCTA-initiated improvements. Therefore, Project W can 
provide a minimum of $1,206,000 through fiscal year 2014-15 for city-initiated 
improvements for the 100 busiest stops across Orange County, and 
approximately $370,000 to OCTA for regional improvements. OCTA staff 
worked with the cities to prepare needs assessments and project applications 
for funding based on the 100 busiest stops list. For the OCTA-initiated 
improvements, development of the software needed for a “real time” regional 
“text4next” system is being recommended for Project W funds.  
 
Discussion 
 
City-Initiated Bus Stop Improvements:  In April 2014, OCTA staff met with the 
representatives from local agencies where busy stops are located.  The Project 
W Safe Transit Stops framework and bus stop list were reviewed with the local 
agencies at these meetings. Local agencies submitted needs assessments and 
project applications for 51 of the top 100 busiest stops, requesting $1,205,666 
in Project W funds. Based on information submitted by local agencies, the 
remaining 49 locations do not need immediate improvements.  OCTA staff 
reviewed the needs assessments and applications consistent with the Project 
W framework. 
 
In reviewing the needs assessments and 51 applications submitted by local 
agencies, proposed projects will provide much needed new transit amenities. 
This includes installing new transit shelters at locations where there are no 
shelters at present, and replacing aging shelters, shade, and amenities that 
have become run down over time.  All city-initiated projects submitted for 
funding met the Project W framework requirements and are being 
recommended for funding, in an amount not to exceed $1,205,666  
(Attachment B). Local agencies also expressed interest in submitting future 
applications for the remaining 49 projects.  Staff recommends revisiting 
improvements to the remaining 49 stops in 2016.  This effort would include  
city-prepared needs assessments for the remaining bus stops.  
 
OCTA-Initiated Bus Stop Improvements: The Project W framework also 
provides funds for the regional amenities to provide real-time information. 
OCTA is proposing to program $370,000 to expand the regional text4next 
system.  The current system allows cell phone users to receive the next three 
scheduled arrival times via text message for a specific stop.  Project W funds 
will be used for the software engineering needed to migrate the text4next 
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system to provide real-time arrival information for specific stop locations 
selected by the customer. OCTA’s goal is to complete the design and 
engineering for this text4next system enhancement within 12 to 18 months.  
 
Summary 
 

Based on the approved Project W Safe Transit Stops framework, staff is 
seeking approval to fund 51 city-initiated improvements for up to $1,205,666, 
and to provide $370,000 for OCTA-initiated improvements.  
  
Attachments 
 
A. Project W Framework  
B. 2014 Project W Programming Recommendations  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Prepared by: 

 

 Approved by: 

 

 
Sam Kaur    Kia Mortazavi  
Section Manager, Measure M Local 
Programs 
(714) 560-5673 

 Executive Director, Planning 
(714) 560-5741 





















                                                                                       COMMITTEE TRANSMITTAL 

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

 
July 28, 2014 

To: Members of the Board of Directors 

From: Wendy Knowles, Clerk of the Board 

Subject: Second Quarter 2014 Debt and Investment Report 

Finance and Administration Committee Meeting of July 23, 2014 
 
Present: Directors Bates, Hennessey, Jones, Lalloway, Moorlach, and 

Ury 
Absent: Directors Pulido and Spitzer 
 

Committee Vote 

This item was passed by the Members present. 

Committee Recommendation 

Receive and file the Quarterly Debt and Investment Report as prepared by 
the Treasurer as an information item. 

 
 





 

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

July 23, 2014 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Second Quarter 2014 Debt and Investment Report 
 
 
Overview 
 
The California Government Code authorizes the Orange County Transportation 
Authority Treasurer to submit a quarterly investment report detailing the 
investment activity for the period.  This investment report covers the second 
quarter of 2014, April through June, and includes a discussion on the Orange 
County Transportation Authority’s debt portfolio. 
 
Recommendation 
 
Receive and file the Quarterly Debt and Investment Report prepared by the 
Treasurer as an information item. 
 
Discussion 
 
The Treasurer is currently managing the Orange County Transportation 
Authority’s (OCTA) investment portfolio totaling $1.2 billion as of  
June 30, 2014.  The portfolio is divided into three managed portfolios: the liquid 
portfolio for immediate cash needs, bond proceeds portfolio to meet  
Measure M2 (M2) transportation program needs, and the short-term portfolio 
for future budgeted expenditures.  In addition to these portfolios, OCTA has 
funds invested in debt service reserve funds for the 91 Express Lanes. 
 
OCTA’s debt portfolio had an outstanding principal balance of  
$489 million as of June 30, 2014.  Approximately 75 percent of the outstanding 
balance is comprised of M2 debt and 25 percent is associated with the  
91 Express Lanes program. 
 
Economic Summary:  Job creation increased in June 2014 while the 
unemployment rate fell to a nearly six-year low of 6.1 percent, underscoring the 
strength of a United States labor market that continues to fuel a rebound in 
growth.  The addition of 288,000 jobs followed a 224,000 gain the prior month 



Second Quarter 2014 Debt and Investment Report Page 2 
 

 

 

that was bigger than previously estimated.  The number of long-term 
unemployed Americans fell to 3.1 million, indicating greater success for people 
searching for work.   
 
A rebound in the economy after a first-quarter slump is encouraging companies 
to add to staffing levels.  The economy is showing signs of a self-sustaining 
recovery where production growth leads to job growth, which leads to 
consumption growth. Evidence of the recovery can be seen in domestic auto 
sales; cars and light trucks sold at a 16.9 million pace in June 2014, the 
strongest since July 2006, after a 16.7 million rate in May 2014. 
 
The Federal Reserve Bank (Fed) may increase interest rates in the second or 
third quarter of 2015.  Bond traders are forecasting a 54 percent chance the 
Fed will raise its benchmark rate to at least 0.5 percent by July 2015, up from 
43.2 percent odds at the end of May 2014.   
 
Debt Portfolio Activity:  In late June and early July 2014, OCTA representatives 
traveled to New York to visit with the rating agencies and financial institutions.  
During the meetings, representatives discussed OCTA’s programs and 
services.  The meetings focused on the M2 program, 91 Express Lanes 
operational highlights, sales tax collections, fiscal year 2014-15 approved 
budget, financing plans, and the status of the Orange County economy.  The 
meetings were well received. 
 
No debt service payments were made during the second quarter.  The 
outstanding balances for each of OCTA’s debt securities are presented in 
Attachment A. 
 
Investment Portfolio Compliance:  There were no compliance violations during 
the quarter.  OCTA continues its policy of reviewing the contents of the 
investment portfolio to ensure compliance.  Attachment B provides a 
comparison of the portfolio holdings as of June 30, 2014, to the diversification 
guidelines of the policy. 
 
Investment Portfolio Performance Versus Selected Benchmarks: OCTA’s 
investment managers provide OCTA and its financial advisor, Sperry Capital, 
with monthly performance reports.  The investment managers' performance 
reports calculate monthly total rates of return based upon the market value of 
the portfolios they manage at the beginning of the month versus the market 
value at the end of the month.  The market value of the portfolio at the end of 
the month includes the actual value of the portfolio based upon prevailing 
market conditions, as well as the interest income accrued during the month.   
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OCTA has calculated the total returns for each of the investment managers for 
short-term operating monies and has compared the returns to specific 
benchmarks as shown in Attachment C.  Attachment D contains an annualized 
total return performance comparison by investment manager for the previous 
two years.  Attachment E provides a two-year yield comparison between the 
short-term portfolio managers, the Orange County Investment Pool, and the 
Local Agency Investment Fund. 
 
The returns for OCTA‘s short-term operating monies are compared to the Bank 
of America Merrill Lynch (BAML) 1-3 year Treasury Index Benchmark.  The 
BAML 1-3 year Treasury Index is one of the most commonly used short-term 
fixed income benchmarks.  Each of the four managers invests in a combination 
of securities that all conform to OCTA’s 2013 Annual Investment Policy.  For 
the quarter ending June 30, 2014, the weighted average total return for 
OCTA’s short-term portfolio was 0.33 percent, 6 basis points above the 
benchmark return of 0.27 percent.  For the 12-month period ending  
June 30, 2014, the portfolio’s return totaled 1.10 percent, 33 basis points above 
the benchmark return of 0.77 percent for the same period.   
 
The returns for OCTA’s bond proceeds portfolio are compared to a customized 
benchmark comprised of treasury securities that match the projected draw 
schedule.  Each of the two managers invest in a combination of securities that 
all conform to OCTA’s 2013 Annual Investment Policy.  For the quarter ending 
June 30, 2014, the weighted average total return for OCTA’s bond proceeds 
portfolio was 0.07 percent, 8 basis points above the benchmark return of  
-0.01 percent.  For the 12-month period ending June 30, 2014, the portfolio’s 
return totaled 0.29 percent, 55 basis points above the benchmark return of  
-0.26 percent for the same period.   
 
During the last 12, months the yield curve has remained relatively unchanged 
for treasuries one-year and shorter.  Beginning with the two-year, yields have 
been rising resulting in a steepening of the yield curve.  A steepening yield 
curve historically is an indicator of stronger economic activity and rising 
inflation expectations.  The two-year and five-year treasuries are currently 
yielding 0.46 percent and 1.63 percent respectively.  This is an increase of  
17 basis points for the two-year and 61 basis points for the five-year.  This has 
created downward pricing pressure on existing securities in this maturity range, 
but also created buying opportunities as yields continue to rise.   
 
The outperformance during the quarter and trailing 12 months for both the 
short-term and bond proceeds portfolios was a direct result of the yield 
provided by all non-government sectors and the ability to reinvest in the rising 
yield environment.  Treasury yields dipped slightly during June 2014 as 
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corporate medium term notes and asset-backed securities outpaced returns of 
government bonds.   
 
A complete listing of all securities is provided in Attachment G.  Each portfolio 
contains a description of the security, maturity date, book value, market value, 
and book yield provided by Clearwater Analytics. 
 

Cash Availability for the Next Six Months:  OCTA has reviewed the cash 
requirements for the next six months.  It has been determined that the liquid 
and the short-term portfolios can fund all projected expenditures during the 
next six months. 
 
Summary 
 
As required under the California Government Code, the Orange County 
Transportation Authority is submitting its quarterly debt and investment report 
to the Board of Directors.  The investment report summarizes the Orange 
County Transportation Authority’s Treasury activities for the period April 2014 
through June 2014.   
 
  



Second Quarter 2014 Debt and Investment Report Page 5 
 

 

 

Attachments 
 
A. Orange County Transportation Authority Outstanding Debt  

June 30, 2014. 
B. Orange County Transportation Authority Investment Policy Compliance 

June 30, 2014. 
C. Orange County Transportation Authority Short-term Portfolio 

Performance Review Quarter Ending June 30, 2014. 
D. Orange County Transportation Authority Short-term Portfolio 

Performance June 30, 2014. 
E. Orange County Transportation Authority Comparative Yield 

Performance June 30, 2014. 
F. Investment Manager Diversification and Maturity Schedules  

June 30, 2014. 
G. Orange County Transportation Authority Portfolio Listing  

as of June 30, 2014. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Prepared by: 

 

 Approved by: 

 
Rodney Johnson  Andrew Oftelie 
Deputy Treasurer 
Treasury Public Finance 
714-560-5675 

 Executive Director,  
Finance and Administration  
714-560-5649 
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