
 

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

January 27, 2010 
 
 
To: Finance and Administration Committee  
 
From: Will Kempton, Chief Executive Officer 
 
Subject: Financial and Compliance Audits of Eight Combined 

Transportation Funding Program Projects 
 
 
Overview 
 
Audits have been completed of eight projects funded through the Combined 
Transportation Funding Program of Measure M by external audit firm Mayer 
Hoffman McCann P.C. Recommendations have been offered to ensure 
compliance with the Combined Transportation Funding Program Guidelines.  
The auditors also questioned expenditures of $84,417 and $11,868  invoiced 
by the cities of Stanton and Westminster, respectively, for inadequately 
supported expenditures. While the cities indicate that there is sufficient 
evidence of project completion, that evidence does not meet program 
requirements.  Therefore, the Internal Audit Department is recommending that 
the Orange County Transportation Authority seek reimbursement of these 
amounts. In the process of seeking reimbursement, staff will work with these 
jurisdictions to determine if there is any way within the Combined 
Transportation Funding Program to substantiate the expenditures in question. 
 
Recommendations  
 
A. Receive and file financial and compliance audits of eight Combined 

Transportation Funding Program projects, Internal Audit Report 08-019. 
 
B. Direct staff to seek reimbursement from the City of Stanton, in the 

amount of $84,417, and from the City of Westminster, in the amount of 
$11,868, for expenditures invoiced under the Combined Transportation 
Funding Program but inadequately supported. 

 
C. Direct Orange County Transportation Authority staff to implement 

recommendations related to jurisdictions’ submission of final reports 
within 180 days of project completion and clarification of allowable 
overhead cost allocations. 
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D. Direct Orange County Transportation Authority staff to enhance final 
project review procedures to include additional scrutiny of possible 
excess right of way.  

 
Background 
 
The Combined Transportation Funding Program (CTFP) was created by the 
Orange County Local Transportation Authority (OCLTA) to provide local 
agencies with a common set of guidelines (CTFP Guidelines) and project 
selection criteria for a variety of funding programs.  To participate in the CTFP, 
an agency must have been found eligible to receive Measure M “turnback” 
funds. 
 
The Orange County Transportation Authority (OCTA) issues a CTFP “call for 
projects” on a biennial basis to all eligible local agencies, at which time 
agencies are required to submit an application to OCTA to receive funding.  
OCTA reviews and ranks each application using evaluation criteria developed 
for each program.  OCTA’s Board of Directors approves projects and funding 
allocations. 
 
In 2005, OCTA’s Internal Audit Department (Internal Audit) conducted the first 
audits of projects funded by CTFP. Specifically, Internal Audit selected 15 
projects and engaged three contract audit firms to perform the audits.  The 
audits found that agencies receiving CTFP funding generally complied with the 
CTFP Guidelines. However, recommendations were made to resolve 
ambiguities in the CTFP Guidelines and to implement other controls to ensure 
that the CTFP Guidelines were followed and required documentation submitted 
by the local agencies was complete and accurate. 
 
The Fiscal Year 2008-2009 Internal Audit Plan Audit included CTFP project 
audits. Through a competitive procurement process, Internal Audit engaged 
external audit firm Mayer Hoffman McCann P.C. (MHM) to conduct audits of 
eight completed projects.  The audits were recently completed. 
 
Discussion 
 
Selection of Projects 
 
Internal Audit obtained from OCTA’s Development Division an unaudited 
ledger of all CTFP projects closed out during fiscal year 2007-08.  From this 
population, Internal Audit selected eight projects for audit.  The first selection 
criteria included all projects greater than $750,000 to ensure adequate 
coverage of significant projects across the applicable 21 jurisdictions.  One 
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project from this initial selection was eliminated because the jurisdiction, the 
City of Orange, had two projects that met the criteria.  
 
The second selection criteria was designed to ensure a variety of project 
categories under the CTFP were represented. The CTFP categories include 
programs such as the Intersection Improvement Program (IIP), the Signal 
Improvement Program (SIP), and others. In total, five of the six project 
categories were represented in the sample.  No project was selected from the 
Transportation Demand Management Program category due to immateriality. 
Finally, Internal Audit randomly selected one additional jurisdiction not selected 
under the first two criteria to expand coverage.  A summary of the selected 
projects and audit results can be found at Attachment A. 
 
Statistics for the population of projects closed and the sample selected for audit 
are as follows: 
 
Total costs of projects closed during fiscal year 2007-08:   $32,978,263 
Total costs of projects selected for audit: 19,988,982 
Percentage of total closed project costs selected for audit: 61% 
 
Total number of projects closed during fiscal year 2007-08: 71 
Total number of projects selected for audit: 8 
 
Audit Objectives 
 
The primary objective of the audits was to ensure compliance with CTFP 
Guidelines and verify that project records and documentation supported the 
amounts invoiced to OCTA. A secondary objective of the audits was to ensure 
that policies, procedures, and processes of the OCTA are in place and 
operating effectively to promote compliance with the Ordinance. 
 
Audit Findings and Recommendations  
 
Auditors MHM identified issues both with CTFP projects and OCTA 
administration.  A summary of the findings for the jurisdictions audited can be 
found at Attachment A, and the detailed audit reports can be found in 
Attachments B through H.  The auditor’s recommendations for OCTA can be 
found at Attachment I. 
 
Two jurisdictions did not have sufficient documentation to support 
expenditures. CTFP Guidelines require that documents supporting 
expenditures be retained for five years following project completion.  The City 
of Stanton began its project in fiscal year 1999-00, completed it in 2001-02, but 
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did not submit the final report until fiscal year 2007-08.  Between 1999 and this 
2009 audit, the city destroyed pertinent records. As a result, auditors 
questioned all expenditures and Internal Audit is recommending that OCTA 
seek reimbursement of $84,417 of CTFP funding from the City of Stanton. The 
City of Stanton maintains that while records are unavailable, there is obvious 
evidence of project completion. 
 
Similarly, the City of Westminster was unable to produce detailed timesheets to 
support labor charges for its project which began in fiscal year 1999-00 and for 
which a final report was submitted to OCTA in fiscal year 2007-08. Auditors 
questioned $11,868 of labor costs and associated overhead.  Internal Audit is 
recommending that OCTA seek reimbursement of $11,868 from the City of 
Westminster. The City of Westminster maintains that summary records of time 
incurred and charged to the project is adequate evidence. 
 
Three jurisdictions were found to have submitted final project reports more than 
180 days following project completion. Auditors recommended that cities’ 
establish procedures to ensure timely filing of final reports.  The City of Orange 
took exception to this recommendation, indicating that because of delayed 
payment approval by OCTA the final report was not submitted timely.  OCTA 
management indicated that the final report submission deadline is independent 
of the reimbursement cycle and Internal Audit agrees. 
 
Auditors also found, through discussion with OCTA Development Division staff, 
that the disposition of a remnant piece of property purchased by the City of 
Lake Forest for its transportation project was not negotiated with OCTA as 
required by CTFP Guidelines. The City of Lake Forest, in its final project report, 
did not declare the excess right-of-way but had used it for aesthetic 
improvements and landscaping. The City of Lake Forest disputed the auditor’s 
finding, indicating that semi-annual project update information provided to 
OCTA represented sufficient communication as to excess right-of-way.  
Internal Audit has reviewed the documentation provided to the auditor and has 
determined that it did not reflect right-of-way status or discussions with OCTA 
about disposition. 
 
During 2009, OCTA’s Development Division initiated a review of certain CTFP 
projects and identified the City of Lake Forest’s project as one with unreported 
excess right-of-way.  Staff met with the City of Lake Forest in December 2009 
and came to agreement that the excess was an uneconomic remnant.  Internal 
Audit recommends that OCTA’s Development Division develop enhanced 
procedures for ongoing monitoring of possible excess right-of-way. 
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In addition to findings and recommendations related to jurisdictions’ 
compliance with the CTFP Guidelines, MHM has made two recommendations 
related to OCTA’s administration of the program (Attachment I).  First, the 
auditors recommended that OCTA ensure that final project reports are 
submitted within the required 180 days. Management responded that the CTFP 
Guidelines offer no punitive consequences. As a result, OCTA’s Chief 
Executive Officer sent reminder letters to all agencies with delinquent reports.  
Management also indicated that punitive language is being added to the 
guidelines for Measure M2. 
 
Auditors also found unclear language in the CTFP Guidelines with regard to 
overhead charges. The CTFP Guidelines indicate that cities may charge 
overhead “at allowable rate(s) up to 30% of payroll and fringe benefits…”  The 
auditors recommended that OCTA clarify this language to indicate that the 
overhead rate should be the actual overhead rate, not to exceed 30 percent of 
salaries and fringe benefits.  Management responded that the Renewed 
Measure M guidelines will include clarifying language. 
 
Summary 
 
Audits have been completed of eight CTFP projects funded by Measure M.  
External auditors MHM have provided recommendations related to both the 
jurisdictions’ compliance with the Ordinance, as well as recommendations to 
improve OCTA’s administration of CTFP projects. 
 
Attachments 
 
A. Orange County Transportation Authority Combined Transportation 

Funding Program Summary of Project Audit Results 
B. City of Stanton, California Closeout Audit of Costs Claimed Combined 

Transportation Funding Program Project Number 99-STAN-SIP-1192 
Cerritos Avenue/Western Avenue Traffic Signal Project For the Period 
September 12, 2000 through September 19, 2007 

C. City of Westminster, California Closeout Audit of Costs Claimed Combined 
Transportation Funding Program Project Number 00-WEST-GMA-3198 
Intelligent Transportation Project (Phase III) For the Period August 9, 2002 
through October 24, 2007 

D. City of Orange, California Closeout Audit of Costs Claimed Combined 
Transportation Funding Program Project Number 00-ORNG-IIP-3141 
Chapman Avenue & Prospect Street Intersection Improvement Project 
For the Period June 24, 2003 through January 30, 2008 

E. City of Lake Forest, California Closeout Audit of Costs Claimed Combined 
Transportation Funding Program Project Number 03-LFOR-MPH-1171 
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Widening and Improvement of El Toro Road: Interstate 5 to Jutewood 
Place/Cornelius Drive For the Period August 19, 2003 through June 4, 2008 

F. City of San Clemente, California Closeout Audit of Costs Claimed Combined 
Transportation Funding Program Project Number 99-SCLM-MPH-2004 
Improvement of Avenida La Pata Extension For the Period 
February 27, 2002 through August 8, 2007 

G. County of Orange, California Closeout Audit of Costs Claimed Combined 
Transportation Funding Program Program Numbers 96-SNTA-GMA-1047 
and 00-ORCO-MPAH-3049 Warner Avenue Bridge Widening Project For 
the Period November 22, 2006 through May 21, 2008 

H. City of Irvine, California Closeout Audit of Costs Claimed Combined 
Transportation Funding Program Project Number 99-IRVN-RIP-1104 
Improvement to Interchange at Jeffery Road & Interstate 405 Project For 
the Period January 20, 2005 through September 12, 2007 

I. January 12, 2010 letter from Mayer Hoffman McCann to 
Kathleen M. O’Connell 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Approved by:  

 
 
 

Kathleen M. O’Connell  
Executive Director, Internal Audit 
(714) 560-5669 

 
 

 



 ATTACHMENT A 

ORANGE COUNTY TRANSPORTATION AUTHORITY 
COMBINED TRANSPORTATION FUNDING PROGRAM 

SUMMARY OF PROJECT AUDIT RESULTS 
 

 
 

Jurisdiction 

 
Project # / 

Description 

 
CTFP 

Funding 

 
 

Findings 

 
 

Recommendations 
     
Stanton 99-STAN-SIP-1192 $84,417 City did not retain 

documentation supporting 
any invoices. Auditors 
questioned all costs, or 
$84,417 

Seek reimbursement of 
$84,417. 

Westminster 00-WEST-SIP-3198   221,744 City did not maintain 
timesheets to support labor 
and overhead costs claimed.  
Auditors questioned salaries 
of $9,086 and associated 
overhead of $2,782. 

Seek reimbursement of 
$11,868. 

Orange 00-ORNG-IIP-3141 943,376 The city did not submit the 
final project report to OCTA 
within 180 days of project 
completion. 

The city should implement 
procedures to ensure timely 
submission of final project 
reports. 

Lake Forest 03-LFOR-MPH-1171 13,707,215 Final report submitted by city 
contained errors, none of 
which affected CTFP 
funding.   
 
In addition, excess right-of-
way purchased for the 
improvements were not used 
for transportation purposes 
and the city did not advise 
OCTA of this so that the 
parties could come to 
agreement on disposition. 

City and OCTA should enter 
into negotiations for final 
disposition of excess right-of-
way.  Matter was resolved on 
December 7, 2009. 
 
OCTA should develop 
enhanced procedures for 
ongoing monitoring of 
possible excess right of way.  

San Clemente 99-SCLM-MPH-2004 1,044,484 The city did not submit the 
final project report to OCTA 
within 180 days of project 
completion. 

The city should implement 
procedures to ensure timely 
submission of final project 
report. 

Irvine 99-IRVN-RIP-1104 2,916,879 Final report submitted by city 
contained errors, none of 
which affected CTFP 
funding.   

None. 

County of Orange 
(on behalf of Santa 
Ana) 

96-SNTA-GMA-1047 550,000 None. None. 

County of Orange 00-ORCO-MPAH-3049 1,377,028 None. None. 
     
TOTAL  $19,988,982  
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