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AGENDA

Welcome

Pledge of Allegiance

Approval of Minutes/Attendance Report for June 11, 2013
Chairman’s Report

CEO Report
Darrell Johnson, OCTA Chief Executive Officer

a r 0N e

6. Presentation Iltems

A. 1-405 Improvement Project/Project K Update
Presentation — Rose Casey, Director, Highways Program

B. Capital Projects Update
Presentation — Jim Beil, Executive Director, Capital Programs

C. Project V Update
Presentation — Kia Mortazavi, Executive Director, Planning

7. OCTA Staff Update (5 minutes each)
e Metrolink — Andy Oftelie, Executive Director, Finance & Administration

e Finance Directors Workshop — Andy Oftelie, Executive Director, Finance &
Administration

e Measure M Amendment — Alice Rogan, Strategic Communications Mgr, External Affairs
e M2020 Update — Tamara Warren, Program Manager, M Program Management Office

e Other
8. Annual Eligibility Review Subcommittee Report
9. Audit Subcommittee Report
10.Environmental Oversight Committee Report
11.Committee Member Reports
12. OCTA Staff Update
13.Public Comments*

14.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
Taxpayers Oversight Committee

June 11, 2013
Meeting Minutes

Committee Members Present:

Howard Mirowitz, Second District Representative, Co Chairman
Jack Wu, Second District Representative

Anh-Tuan Le, First District Representative

Dowling Tsai, Third District Representative

Philip C. La Puma, PE, Fourth District Representative

John Stammen, Fourth District Representative

Terry Fleskes, Fifth District Representative

Tony Rouff, Fifth District Representative

Committee Member(s) Absent:

Jan Grimes, Orange County Acting Deputy Auditor-Controller, Co-Chairman
Richard Egan, First District Representative

Randy Holbrook, Third District Representative

Orange County Transportation Authority Staff Present:

Marissa Espino, Senior Community Relations Specialist

Janice Kadlec, Public Reporter

Abbe McClenahan, Section Manager, Planning

Dan Phu, Project Manager, Planning

Andy Oftelie, Acting Executive Director, Finance and Administration
Tamara Warren, Manager of M Program Management Office

1. Welcome
In the absence of Chair Jan Grimes, Co-Chair Howard Mirowitz chaired the
Taxpayers Oversight Committee (TOC) meeting and began the meeting 6:00 p.m.

2. Pledge of Allegiance
Co-Chair Howard Mirowitz asked everyone to stand and led the Pledge of Allegiance.

3. Approval of Minutes/Attendance Report for April 9, 2013
Co-Chair Howard Mirowitz asked for the following three corrections to the April 9,
2013 meeting minutes:

1) Page 3, first sentence in the last paragraph: “Co-Chair Howard Mirowitz asked if
OCTA buys rides the Yield Curve.”
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2) Page 6, Item 8, first bullet point. “Audit Responsibilities of the TOC Audit
Subcommittee — Renrewed Reviewed their Charter.”

3) Page 6, Item 8, second bullet point, third line: “Earlier in the program in the
course of appraising property they found the On-Call appraisers did not have the
experience in appraising conservation properties.”

There were no further corrections.

A motion was made by John Stammen, seconded by Dowling Tsai, and carried
unanimously to approve the April 9, 2013 TOC minutes and attendance report as
corrected. Jack Wu abstained from voting as he was not at the April 9 TOC meeting.

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

5. Co-Chair Election
Co-Chair Howard Mirowitz asked for any nominations from the floor for the TOC Co-
Chair position. John Stammen nominated Howard Mirowitz. There were no further
nominations and the nominations were closed. Howard Mirowitz was elected
unanimously to the TOC Co-Chair position.

6. Subcommittee Selections
Marissa Espino 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.

7. Action Iltems

A. Measure M1 Revenue & Expenditure Quarterly Report (Mar 13)
Andy Oftelie gave an overview of the M1 Revenue & Expenditure Quarterly
Report.

Terry Fleskes asked for background information on an item on page one; the
“Excess Deficiency of Revenue Over/Under Expenses.” Is it correct there was a
$390 million deficiency? Andy Oftelie said yes, but that the “Bond Proceeds” are
not included in that calculation. Terry Fleskes said the revenues have all been
collected. How does this just go away? Andy Oftelie said by the time they receive
all reimbursements and bond proceeds are factored in, this will be zeroed out.

Terry Fleskes said his second question was a terminology question. On page one
of the report there is a reference to Total Revenues of $5.1 and the elements of
these revenues. On page four there is “Net Tax Revenues Programmed to
Date.” Terry Fleskes asked why there were different revenues on page one and
on page four. Co-Chair Howard Mirowitz said he believed these are tax
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revenues. Andy Oftelie said they have had this question before and there is a
spreadsheet that explains it. He will bring the spreadsheet to him before he
leaves and explain it, but basically, “Total Revenues” are different than “Net Tax
Revenues.” “Net Tax Revenues” are specifically defined in the
Ordinance. Generally, “Net Revenues” are “Total Revenues” less certain fees
such as State Board of Equalization Fees and Administrative Costs.

Philip La Puma asked if the expectation was M1 will zero out or are there going to
be funds transferred to M2. Andy Oftelie said M1 will zero out when the final
transfers are completed. For example, there will be approximately $28 million left
in the Freeway Program which will likely be transferred to the M2 SR-57
project. There should be approximately $8 to $10 million left in the Streets and
Roads Program and this will be issued as part of an M2 call for projects. There
should be approximately $80 million left over in Transit which will be transferred to
the Commuter Urban Rail Endowment (CURE) fund and used to pay for Metrolink
Operations. All of these actions have already been approved by the Board.

B. M2 Revenue & Expenditure Quarterly Report (Mar 13)
Andy Oftelie gave an overview of the M2 Revenue & Expenditure Quarterly
Report.

Co-Chair Howard Mirowitz asked if grant money is available to reimburse the
administrative cost overruns and where will it show in the M2 Revenue and
Expenditure Quarterly Report. Andy Oftelie said it will more than likely show as a
grant reimbursement against the administrative cost. OCTA receives a certain
amount of Transit Development Act sales tax (separate from M) which has always
been used for administrative and planning purposes, including for administrative
costs associated with Measure M. If OCTA can specifically dedicate this fund
source for salaries and benefits instead of overhead, it will help. The same
amount of funds will still go toward Measure M; it will just be specifically dedicated
to salaries and benefits. Even if this is not possible, staff believes Measure M will
ramp up at the beginning and then taper off over the 30 years of the program and
over the long run, OCTA will be at the required one percent.

Co-Chair Howard Mirowitz said, unfortunately, the Ordinance requires truing it up
every year. Andy Oftelie said this is correct. Any charges in excess of the 1%
Administrative cap has to be paid with other sources. Currently, as the Board
directed, OCTA uses OCUTT funds for this, but if they come in under in a
subsequent year, they can pay OCUTT back.

The TOC received and filed the Measure M1 and Measure M2 Revenue and
Expenditure Quarterly Reports for March 2013.
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8. Presentation ltems

A Comprehensive Transportation Funding Program (CTFP) Semi-Annual
Review
Abbe McClenahan presented the March 2013 CTFP Semi-Annual Review. She
provided the committee members with a detailed spreadsheet which included the
CTFP Semi-Annual Review Adjustment Requests approved by the OCTA Board
on June 10, 2013.

Co-Chair Howard Mirowitz said in the 2013 call for projects two projects were tied
with identical scores. Only one of the projects was awarded. How did they make
the judgment on which one would be awarded? Abbe McClenahan said the
amount of funds requested by the project which was not awarded exceeded the
funds available.

Co-Chair Howard Mirowitz said potentially there will be left over funds from M1.
Why couldn’t these funds be used to fund the more expensive project. Abbe
McClenahan said because of the timing of the Program and when projects were
awarded they did not have approval from the Board to use the $10 million M1
money. Approval was received in April and the $10 million will be added to the
next call for projects in August. Howard Mirowitz asked if the project not funded
on this round would be able to apply again. Abbe McClenahan said yes. Co-
Chair Howard Mirowitz asked if she knew if they were going to reapply. Abbe
McClenahan said yes.

Abbe McClenahan said, because of this incident, the CTFP guidelines have been
revised. If they have this type of situation again, it will be brought to the Technical
Advisory Committee (TAC) for discussion and the TAC will determine how to
handle it, provided both projects are equal in dollars and funding is available. Co-
Chair Howard Mirowitz concluded if one project is more expensive than the other
they will still have a problem. Abbe McClenahan said, correct, if there is not
enough funding then they can’t afford the project.

Anh-Tuan Le asked if the guidelines for this Program were use-it-or-lose-it. Abbe
McClenahan said the guidelines have always required the funds be expended in
the programmed year. New guidelines have been added to allow a onetime delay
of 24 months.

Anh-Tuan Le asked for an explanation of the City of Garden Grove’s cancelation
of a $1.8 million project. Abbe McClenahan said this was a unique situation. The
purchase of a gas station was part of this project. OCTA paid the City of Garden
Grove for this and they took the money. During construction it was determined a
full take of the gas station was not needed; only a partial take was needed. They
ended up leasing the gas station back to the owner. Essentially they did not use
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the money for the purchase of the gas station. In the meantime they have
refunded the money to OCTA.

Anh-Tuan Le asked if the planned improvements to the intersection had been
completed. Abbe McClenahan said the improvements have been completed; they
just did not need the right-of-way portion to make the improvements.

B. Water Quality Program Update
Dan Phu gave an overview and update of the M2 Water Quality Program and the
activities of the Environmental Cleanup Allocation Committee (ECAC).

Tony Rouff asked Dan Phu for more specifics on the policy changes which might
affect the Water Quality Program. Dan Phu said Orange County is under the
jurisdiction of two water quality boards — The San Diego Regional Water Quality
Control Board (the San Diego Board) and the Santa Ana Regional Water Quality
Control Board (the Santa Ana Board). The San Diego Board recently had some
changes in policy with respect to the local agencies on trash and debris and what
the requirements are. Staff is still trying to gain an understanding of what the new
requirements are with the help of the ECAC. The question is how the changes
proposed by the San Diego Board will affect the OCTA Tier 1 Water Quality
Program.

Co-Chair Howard Mirowitz said some of things mentioned as potential Tier 1
projects such as inserts, screens and filters will require ongoing maintenance. Is
there money in the projects set aside for Operations and Maintenance (O&M)?
Dan Phu said the Tier 1 Water Quality Projects receive funds for capital only. The
cities or the County will be responsible for the long term O&M for these projects.

Co-Chair Howard Mirowitz asked if the cost of the O&M can be used as the local
match. Dan Phu said the O&M can be counted as a match under Tier 1 but not
under Tier 2. Co-Chair Howard Mirowitz asked why it couldn’t be used as a match
for Tier 2 projects. Dan Phu said the Tier 2 projects tend to be natural bioswales
and retention basins which do not have a high operating cost. OCTA wanted to
make sure since the cities are receiving money for capital they commit to the long
term O&M.

9. OCTA Staff Updates

Metrolink: Andy Oftelie gave an update on the Metrolink financial situation. Jack Wu
asked who OCTA's representatives on the Metrolink Board were. Andy Oftelie said
they were Vice Chairman Shawn Nelson (voting member), Director Michael
Hennessey (voting member), and Caroline Cavecche (alternate).

Sales Tax Forecast: Andy Oftelie gave a brief update on the Sales Tax Forecast and
reported on the preliminary forecast numbers from Chapman University (6.05%),
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10.

11.

12.

13.

14.

15.

University of California at Los Angeles (6.25%), and California University at Fullerton
(7.4%).

John Stammen said in previous reports one of the universities seemed to be
consistently higher than the others. Which one is it? Andy Oftelie said UCLA seems
to be consistently higher than the others.

M1 Close-out: Tami Warren gave an update on the M1 close-out. Tony Rouff asked
what Programs were actually going to close-out. Tami Warren said this is an
important point: even though the Program ended there are still revenues that need to
be collected. The Streets and Roads Program goal is to have it closed-out in 2014
and the Freeway Program goal is to close-out in 2015.

Other: Marissa Espino thanked the outgoing TOC members (Richard Egan, Tony
Rouff, John Stammen and Dowling Tsai) for their time and service. The names of the
new TOC members will be drawn at the June 24 OCTA Board meeting. Howard
Mirowitz also thanked all the outgoing members for their service on behalf of himself
and Co-Chair Jan Grimes.

Annual Eligibility Review Subcommittee Report
Tony Rouff said there was no Annual Eligibility Review Subcommittee report.

Audit Subcommittee Report
Co-Chair Howard Mirowitz said there was no Audit Subcommittee report.

Environmental Oversight Committee (EOC) Report

Philip La Puma reported the EOC met on June 5 and received a property
management update report on previously acquired properties and heard public
comments from three people on the Ferber Ranch property.

Committee Member Reports

Co-Chair Howard Mirowitz reported the Internal Audit Department of OCTA recently
underwent a regularly scheduled Peer Review by the Internal Audit Professional
Association to determine its independence and whether its audit procedures are
according to accepted standards. The Peer Review results were good and found
OCTA'’s Internal Audit Department independent and following adequate procedures.
There were two minor management findings noted and accepted by the OCTA
Internal Audit Department.

Public Comments
There were no public comments

Adjournment
The Measure M Taxpayers Oversight Committee meeting adjourned at 7:30 p.m.
The next meeting will be August 13, 2013.



Taxpayers Oversight Committee
Fiscal Year 2012-2013
Attendance Record

X = Present E = Excused Absence  * = Absence Pending Approval U = Unexcused Absence -- = Resigned
Meeting Date 10-Jul | 14-Aug]| 27-Sep | 9-Oct | 13-Nov | 11-Dec | 8-Jan | 12-Feb | 12-Mar | 9-Apr | 14-May| 11-Jun
Richard Egan X X X X X X *
Terry Fleskes N/A N/A N/A N/A X X X
Randy Holbrook X X X X X *
Katherine Koster X X X R R R
Philip La Puma X X X X X X
Anh-Tuan Le X E X E X X
Howard Mirowitz X X X X X X
Tony Rouff X X X X X X
John Stammen X X E X X X
Jan Grimes E X X X E *
Dowling Tsai X X X X X X
Jack Wu X X X E E X

Meeting Date

6/11/13
6/11/13
6/11/13

Absences Pending Approval

Name
Richard Egan

Randy Holbrook

Jan Grimes

Reason

lliness

Out of Town

Personal
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COMMITTEE TRANSMITTAL

June 24, 2013

To: Members of the Board of Directors
(-
From: Wendy Knowles, Clerk of the Board
Subject: Project V Community-Based Transit/Circulators Call for Projects

Programming Recommendations

Transit Committee Meeting of June 13, 2013

Present: Directors Donchak, Eastman, Jones, Nguyen, and Shaw
Absent: Directors Pulido and Winterbottom

Committee Vote

This item was passed by the Members present.

Committee Recommendations

A. Approve the programming recommendations for Project V funding, in
an amount not-to-exceed $9,820,457 plus inflationary adjustments, to
fund project applications from the cities of Dana Point,
Huntington Beach, Laguna Beach, La Habra, and Lake Forest.

B. Authorize the Chief Executive Officer to negotiate and execute
cooperative, purchase, and service provider agreements for the
City of La Habra project, to support the programming
recommendations.

C. Authorize staff to amend the Federal Transportation Improvement
Program and execute any necessary agreements.

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

Project V Community-Based Transit/Circulators Call for
Projects Programming Recommendations

Staff Report



OCTA

June 13, 2013

To: Transit Committee
From: Darrell Johnson, Chief Eg(écutive Officer
Subject: Project V Comrﬁunity-Based Transit/Circulators Call for Projects

Programming Recommendations

Overview

The Orange County Transportation Authority issued the 2013 Measure M2
Project V call for projects for community-based transit/circulators in
December 2012. Applications have been received and scored consistent with
the Orange County Transportation Authority Board of Directors-approved
guidelines. All projects are being recommended for funding and are presented
for review and approval.

Recommendations

A. Approve the programming recommendations for Project V funding, in an
amount not-to-exceed $9,820,457 plus inflationary adjustments, to fund
project applications from the cities of Dana Point, Huntington Beach,
Laguna Beach, La Habra, and Lake Forest.

B. Authorize the Chief Executive Officer to negotiate and execute
cooperative, purchase, and service provider agreements for the
City of La Habra project, to support the programming recommendations.

C. Authorize staff to amend the Federal Transportation Improvement
Program and execute any necessary agreements.

Background

Measure M2 (M2) includes the Project V — Community-Based Transit/Circulators
Program which develops local bus transit services that complement regional
transit service. This is a competitive capital program and provides funding for
bus and vehicle leases/purchases, bus stop improvements, maintenance
facilities for new service, seasonal and special event services, as well as
parking leases for seasonal and special event services. In addition to the

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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capital cost categories, there is an operating reserve that could be available for
cost-effective transit service. The operating reserve is subject to minimum
performance requirements including a minimum standard of ten boarding’s per
revenue vehicle hour, which must be achieved in the first 12 months of
operation and sustained thereafter. The Orange County Transportation
Authority (OCTA) would reimburse awarded agencies operating reserve
funding on a pro-rata basis, but not to exceed $8 per boarding, and not to
exceed 90 percent of net operating and maintenance costs (after deducting for
fares), whichever is less. The $8 per boarding may increase annually by an
OCTA-approved inflationary factor. In addition, there is a project funding cap
of $525,000 per project per year. The cap includes capital as well as operating
reserve funding. However, there is no guarantee that a project will be awarded
operating reserve funding given the performance requirements.

On November 26, 2013, the OCTA Board of Directors (Board) approved the
Project V guidelines and directed staff to issue a call for projects valued at
$28 million. Funding would be available starting in fiscal year 2013-14.

Discussion

On March 29, 2013, five local agencies submitted applications requesting
funds for one year-round community circulator, three special event services,
three seasonal services, one expanded seasonal service, and two vanpool
services. Applications were reviewed for eligibility, consistency and adherence
to the guidelines, and program objectives (Attachment A). The local agencies
are required to provide a ten percent local match. All projects are competitive
and are being recommended for funding, in an amount up to $9,820,457, plus
future inflationary adjustments. This amount includes all capital cost and
eligible operations and maintenance (O&M) for up to seven years. Vanpool
services are subject to additional competitive bidding by the end user and may
actually be lower than, but will not exceed, the recommended grant amount.
The O&M is subject to minimum performance standards, a cap per boarding
as well as an annual cap per project, and is subject to annual audit.

On April 24, 2013, the City of San Juan Capistrano (City) submitted a letter
requesting the opportunity to participate in Project V funding at some future
date (Attachment B). At the present time, the City does not have a formal
proposal. Staff is supportive of the City’s initiative and will bring back an item
to the Board for consideration once the service and related costs, given the
parameters of Project V, are better understood.
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The City of Dana Point submitted an application for a summer weekend trolley
along Pacific Coast Highway, a summer weekend harbor shuttle, and
miscellaneous event shuttles spanning 17 days, including the Festival of Whales
event. The City of Dana Point is proposing to operate these services with a private
contractor. The grant request is for $113,920 in capital for new bus stops and
up to $2,342,591 in operating reserve for a seven-year period. This includes
expansion of special event services in year 2016.

The City of Huntington Beach submitted an application for two special event
shuttle services, one day for the 4™ of July and four days for the
US Open Surfing Competition. The grant request is for $93,287 in operating
reserve for a seven-year period. Huntington Beach will lease vehicles (included
in the operating incentive).

The City of La Habra submitted an application for a year round, Monday
through Friday, community bus/neighborhood circulator to be operated by
OCTA. Stops include St. Jude Hospital and the Fullerton Transportation
Center. The grant request is for $497,000 in capital for two new buses and bus
stop amenities, and up to $2,937,600 for a six-year period in operating reserve.
OCTA is working with the City of La Habra to conduct a more detailed
operations analysis that could change the planned service levels.

The City of Laguna Beach submitted an application for expanded festival
seasonal service to reduce headways to 15 minutes on three trolley routes and
add a new off-season trolley service during the spring and winter months. The
grant request is for $472,500 in capital funding to purchase three new trolleys,
and up to $3,139,860 in operating reserve for a six-year period to fund the
expanded and new off-season service.

The City of Lake Forest submitted two proposals to fund two station van
projects carrying passengers from the Irvine Station to two major employers,
namely Oakley, Inc., and Ossur Americas. The request for funding totals
$223,699 for a seven-year operating period and includes a ten percent
contingency for changes in lease provider rates and changes in van size as
needed.

Staff is recommending $9,820,457 in total funding for all projects. O&M
funding is subject to annual audit for compliance with the minimum
performance requirements, including monthly reporting of ridership.
Participation in the operating reserve is limited to the useful life of the capital
purchase with Project V funds.
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Fiscal Impact

This project is pending approval in OCTA’s Fiscal Year 2013-14 Budget,
Planning Division, Account 0017-7831-TV001-TGU, and is funded with M2
funds.

Summary

Proposed programming recommendations for projects in the Project V Program
have been developed by staff. Funding for six projects, up to $9,820,457 plus
inflationary adjustments, in Measure M2 funds is being recommended. Staff is
seeking approval for the programming recommendations presented.

Attachments
A. 2013 Project V Call for Projects Programming Recommendations

B. Letter from Karen Brust — City Manager — City of San Juan Capistrano —
Dated April 24, 2013 — San Juan Capistrano Trolley

Prepared by: Approved by:
J -
\ _ 7 s xu,agfw
C
Abbe A. McClenahan Kia Mortazavi
Manager, Measure M2, Local Programs Executive Director, Planning

(714) 560-5673 (714) 560-5741
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2013 Project V Call for Projects Programming Recommendations

ATTACHMENT A

Local Agency

Project Description

Score

Capital
Cost

Operating
Incentive

Fiscal
Year
2013-14

Fiscal
Year
2014-15

Fiscal
Year
2015-16

Fiscal
Year
2016-17

Fiscal
Year
2017-18

Fiscal
Year
2018-19

Fiscal
Year
2019-20

Total OCTA
Allocation

Dana Point

PCH summer trolley, seasonal
Harbor shuttle, and three
miscellaneous special event
shuttles (festival of whales,
Sea Terrace Park events, etc.).
Bus stop improvements.

71

$113,920

$2,342,591

$156,471

$197,160

$420,576

$420,576

$420,576

$420,576

$420,576

$2,456,511

Huntington Beach

4th of July shuttle and
US Open shuttle.

73

$93,287

$12,173

$12,541

$12,916

$13,306

$13,706

$14,111

$14,534

$93,287

La Habra

Community circulator through
the City of La Habra to St. Jude
Hospital and Fullerton
Transportation Center, two bus
purchases, and bus stop
amenities.

57

$497,000

$2,937,600

$497,000

$489,600

$489,600

$489,600

$489,600

$489,600

$489,600

$3,434,600

Laguna Beach

Off season weekend shuttle
service and expanded summer
service, three bus purchases.

56

$472,500

$3,139,860

525,000

$514,560

$514,560

$514,560

$514,560

$514,560

$514,560

3,612,360

Lake Forest

Vanpool service from the
Irvine Station to Oakley, Inc.

53

$74,844

$10,692

$10,692

$10,692

$10,692

$10,692

$10,692

$10,692

$74,844

Lake Forest

Vanpool service from
Irvine Station to Ossur Americas.

51

$148,855

$21,265

$21,265

$21,265

$21,265

$21,265

$21,265

$21,265

$148,855

Note: The $8 per boarding may increase annually by an OCTA-approved inflationary factor. Huntington Beach included a three percent escalation factor.

Vanpool services includes a ten percent contingency for changes in lease provider rates and van sizes.

OCTA - Orange County Transportation Authority
PCH - Pacific Coast Highway

$9,820,457
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ATTACHMENT B

32400 PASEO ADELANTO MEMBERS OF THE CITY COUNCIL

SAN JUAN CAPISTRANO, CA 92675
(949) 493-1171
(949) 493-1053 FAX

www.sanjuancapistrano.org

SAM ALLEVATO

ROY L. BYRNES, M.D.
LARRY KRAMER
DEREK REEVE

JOHN TAYLOR

April 24, 2013

Orange County Transportation Authority

Attn: Darrell Johnson, Chief Executive Officer
550 South Main Street

PO Box 14184

Orange, CA 92863-1584

Re: San Juan Capistrano Trolley

Dear Mr. Johnson:

The City of San Juan Capistrano would like to request the opportunity to compete for the funding of a
local trolley system in the recent call for projects by the OCTA.

The current Ortega |-5 Interchange project is now under construction and is expected to cause
serious local mobility problems for commuters and tourists trying to navigate through and around our
community. Our Mayor, John Taylor, has set up an Economic Preservation Committee of local
business owners to recommend solutions to deal with the effects of this project on revenue. The
business owners have recommended that the City again pursue the concept of a local trolley to
enhance our existing bus service in order to better serve local activity centers and provide improved
connectivity to our San Juan Capistrano Train Station. We believe such a system could be a major
asset to our community, both long term as the County becomes more transit oriented and
immediately during this period of intense construction activity.

San Juan Capistrano’s interest in a trolley feeder system dates back to 2008 when the City of San
Juan Capistrano, along with the cities of Dana Point and San Clemente, applied for the funding of the
Tri-Cities Trolley Program. Although that effort was unsuccessful, we still have the benefit of the
studies done at that time to try to put together an application; assuming we can be granted an
extension in the application submittal deadline.

Thank you so much for considering our request. We also want to thank you for all the wonderful
assistance you and your staff have given to the City of San Juan Capistrano as we deal with all the
recent freeway and railroad improvement projects impacting our City.

Sincerely,

& ) JWU
Karen

City Manager

Sap Juan. Capistiana; Preservine the, Pas{ to Enfigues the Fugic
San ,fzmn. ap‘?&[/‘ano.ﬁ reserving the )5(15‘{ 1o Enhance the Future

o,
‘.) Prinled on 100% recycled paper
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BOARD COMMITTEE TRANSMITTAL

June 10, 2013

To: Members of the Board of Directors
st

From: Wendy Knowles, Clerk of the Board

Subject: Annual Investment Policy Update

Finance and Administration Committee Meeting of May 22, 2013

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

Committee Vote

This item was passed by the Members present.

Committee Recommendations

Receive and file as an information item.

Committee Discussion:

Following a discussion, the Committee, by consensus, requested a change to
the following in the 2013 Annual Investment Policy:

Beginning on Page 10 — Diversification Guidelines, Instruments, (verbiage
on page 11) to be changed as follows:

13) Mortgage and Asset-backed Securities........................ 20%{(Code) 10%

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

May 22, 2013

To: Finance and Administration Committee
From: Darrell Johnson,(Chief Executive Officer
Subject: Annual Investment Policy Update
Overview

The Treasurer has revised the Orange County Transportation Authority’s
Annual Investment Policy for 2013. The Annual Investment Policy sets forth
the investment guidelines for all funds invested on and after June 10, 2013. As
recommended under California Government Code Section 53646(a)(2), the
Orange County Transportation Authority is submitting its Annual Investment
Policy to be reviewed at a public meeting. Further, the governing body of a
local agency has the authorization to appoint, for a period of one year, a
Treasurer to invest reinvest, purchase, exchange, sell, or manage public funds.

Recommendations
A. Adopt the 2013 Annual Investment Policy.

B. Authorize the Treasurer to invest, reinvest, purchase, exchange, sell,
and manage Orange County Transportation Authority funds during
fiscal year 2013-14.

C. Return to the Board of Directors within 120 days with a recommended
investment strategy for funds with longer-term expenditure
requirements.

Background

The Annual 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.

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



Annual Investment Policy Update Page 2

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.

To comply with the provisions of the Code regarding Local Agency
Investments, OCTA annually requests that the Board renew the Treasurer’s
authority to invest OCTA funds. The Code limits the delegation of investment
functions by any local governing body to its Treasurer for a period of one year.

Discussion

The 2013 Policy is being submitted for review and adoption by the Board.
Treasury/Toll Roads Department staff met with representatives from OCTA'’s
investment advisory firm and investment management firms to evaluate the
effectiveness of the Policy and address any potential changes for 2013. There
were no legislative changes to Section 53601 of the Code affecting local
agencies during the past year. Several recommendations were considered
during this year’s review; however, only two are proposed, along with minor
revisions to the Policy.

The most notable amendment is to Section XI Permitted Investments for
Non-Bond Proceeds Section 13, specifically the Mortgage or Asset-Backed
Securities language. Language was added to reflect the availability and permit
the use of short-term securities 13 months or less. The securities shall be
permitted as long as the securities meet the long-term credit requirements or
are rated A-1 or the equivalent by two of the three Nationally Recognized
Statistical Ratings Organizations (NRSRO).

Short-term asset-backed securities are a relatively small component of the
fixed-income market.  This modification will add value and increase
diversification in the front end of the yield curve. In a rising interest rate
environment, investment managers will invest in shorter-maturity securities to
reduce volatility while remaining liquid enough to capitalize on higher future
rates.

Additional language was added to continue allowing United States (U.S.)
Government, Instrumentality or Agency-backed debt that may be downgraded.
The credit rating agency Standard & Poor's downgraded its credit rating of the
U.S. Federal Government from AAA (outstanding) to AA+ (excellent) on
August 5, 2011. There remains a possibility that another NRSRO could do the
same. Adding the language is a preemptive measure to ensure the continued
use of high-quality U.S. debt in OCTA'’s portfolio.


http://en.wikipedia.org/wiki/Credit_rating_agency
http://en.wikipedia.org/wiki/Standard_%26_Poor%27s
http://en.wikipedia.org/wiki/Federal_government_of_the_United_States
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The Policy has also been updated to reflect revised language pertaining to
investments in 91 Express Lanes bonds or notes. Due to the illiquidity in the
capital markets caused by the financial crisis in 2008, the Internal Revenue
Service (IRS) allowed municipal bonds issuers to buy and hold their own
tax-exempt debt for a relatively short period of time, and then reselling that
debt, without causing such debt to be extinguished. The Policy was amended
to allow OCTA to temporarily purchase a portion of the variable rate
91 Express Lanes Bonds in order to avoid the cost of paying high interest rates
to third party providers during the financial crisis. After the end of the financial
crisis, the IRS rescinded its temporary allowance of the ability of municipal
issuers to own their tax-exempt debt. Language was added in the Policy to
reflect that investments in 91 Express Lanes bonds or notes are allowed only
when authorized by the IRS.

Lastly, as a result of the discussion on the 91 Express Lanes debt, staff will
also review the cash flow requirements for the Orange County Transit District
and Commuter and Urban Rail Endowment funds. It is anticipated that some
of these funds are not required for several years; therefore staff will review the
opportunity to invest these funds on a longer-term basis and provide an
analysis of the benefits and risks associated with this strategy. Currently,
these funds are invested in OCTA’s Short-Term portfolio that has an average
duration of approximately 1.8 years. Staff will return to the Board within
120 days with an investment strategy for these funds.

Summary

California Government Code Section 53646(a)(2) recommends that local
agencies annually review their Annual Investment Policy at a public meeting.
The Treasurer is submitting an update to the Orange County Transportation
Authority’s Annual Investment Policy for approval by the Board of Directors.
Further, the Orange County Transportation Authority requests approval by the
Board of Directors, authorizing the Treasurer, for a period of one year, to
invest, reinvest, purchase, exchange, sell, and manage Orange County
Transportation Authority funds during fiscal year 2013-14.



Annual Investment Policy Update

Page 4

Attachments

A. Orange County Transportation Authority 2013 Annual Investment Policy

June 10, 2013

B. Black-line Copy of Orange County Transportation Authority 2013 Annual

Investment Policy June 10, 2013

Prepared by:

o

F. L y
Iy
y fr, .

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

Approved by:
fﬂi /’i 7 ;J

Andrew Oftelie

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



OCTA

ORANGE COUNTY TRANSPORTATION AUTHORITY

Annual Investment Policy Update

Attachment A



ATTACHMENT A

Orange County Transportation Authority
2013 Annual Investment Policy
June 10, 2013

. PURPOSE

This Annual Investment Policy sets forth the investment guidelines for all funds of the Orange
County Transportation Authority (OCTA) invested on and after June 10, 2013. The objective of
this Annual 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 Annual Investment Policy. The OCTA
Annual 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 Annual
Investment Policy and adhered to.

Il. 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.

lll. COMPLIANCE

The OCTA has provided each of its portfolio managers with a copy of this Annual 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 Annual Investment Policy. However,
bond proceeds may be invested in approved short-term investments without regard to
diversification limits for a period of three months after their initial deposit and three months
before the bond proceeds portfolio final drawdown. Investment activity during the implementation
and dissolution of the bond proceeds investment portfolio strategy shall be reported to the
Finance & Administration Committee monthly and included in the quarterly Debt and Investment
report to the Board of Directors.

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 Annual 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 Annual 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 Annual 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
Annual 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
Annual 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.

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
2



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.

VIl. 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 Annual Investment
Policy and ensuring investments are made in compliance with this Annual Investment Policy.
This Annual 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 nationally
recognized fixed income security performance benchmarks to evaluate return on investments.
The Merrill Lynch 1-3 year Treasury Index benchmark is used for OCTA'’s short-term portfolios,
the Merrill Lynch 1-5 year Treasury Index benchmark is 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 Annual Investment Policy. Debt service reserve funds of bond
proceeds are to be invested in accordance with the maturity provision of their specific indenture.

X. INVESTMENT AGREEMENTS — BOND PROCEEDS
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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

e 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

e« 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.

XI. PERMITTED INVESTMENTS FOR NON-BOND PROCEEDS:
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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 Annual 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 Annual 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)

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

Commercial Paper must :

A.

B.

D.

be rated at least A-1 or the equivalent by two of the three NRSRO’s, and

be issued by corporations rated at least A- or the equivalent rating by a NRSRO for
issuer’s debt, other than commercial paper, and

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

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 Annual 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

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

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.



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 Annual 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.



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 Annual 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) OCTANote and BONAS .......ooivieieiii e 25%

2) U.S. Treasuries (including U.S. Treasury STRIPS & TIPS)...............ooeiii. 100%

3) Federal Instrumentality Securities.............coooviii 100%

4) Federal AQENCIES ......ccocieeeeeeeeeee e e e 100%

5) State of California and Local AgeNnCIes ...........cccvevveiiiiiiiiiece e 25%

6) Bankers ACCEPIANCES .......cooiiiieeeee e 30% (Code 40%)



7) Commercial Paper ... ..o 25% (Code)

8) NEgOtiable CDS .....oeeiiiiiiiiiieieee et 30% (Code)

9) Repurchase Agreements ..........ccciiiiiiiiiiiieiie e e 75%

10) Medium Term Maturity Corporate Securities ........ccccccceeeeeiiiiiiicciiiiiiiiieee, 30% (Code)

11) Money Market Funds and 12) Other Mutual Funds (in total)..................... 20% (Code)

13) Mortgage and Asset-backed Securities ..........cccceeeiiiiiiiiiiieieieieee 20% (Code)

T4) AL e $40mm maximum per entity
() T O 101 | SRR $40mm maximum per entity
16) CAMP ettt e e e e et e e e e e e et e e e e e e e nneneeeaeeann 10%

17) Variable and Floating Rate Securities ............cccccoiiiiiiii e 30%

18) Bank DePOSILS ....ouveieieii e 5%

19) Derivatives (hedging transactions only) and subject to prior approval ....... 5%

20) Investment Agreements pursuant to indenture .............ccccccveiiiiiiiiieeeee 100%

Outside portfolio managers must review the portfolios they manage (including bond proceeds
portfolios once established) 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 91 Express Lanes 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 91 Express Lanes Debt
The Authority can purchase all or a portion of the Orange County Transportation Authority’s Toll
Road Revenue Refunding Bonds (91 Express Lanes) Series B Bonds maturing

December 15, 2030 providing the purchase does not exceed 25% of the Maximum Portfolio and
when authorized by the Internal Revenue Service.

Xl 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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Xlll. 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 Annual Investment Policy.

XIV. ANNUAL INVESTMENT POLICY REVIEW

This Annual 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.

12



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.
13



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 Annual 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.
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Orange County Transportation Authority

20123 Annual Investment Policy

January-June 910, 20123
I. PURPOSE

This Annual Investment Policy sets forth the investment guidelines for all funds of the Orange
County Transportation Authority (OCTA) invested on and after January-June 910, 20123. The
objective of this Annual 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 Annual Investment Policy. The OCTA
Annual 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 Annual
Investment Policy and adhered to.

Il. 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.

lil. COMPLIANCE

The OCTA has provided each of its portfolio managers with a copy of this Annual 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 Annual Investment Policy. However,
bond proceeds may be invested in approved short-term investments without regard to
diversification limits for a period of three months after their initial deposit and three months
before the bond proceeds portfolio final drawdown. Investment activity during the implementation
and dissolution of the bond proceeds investment portfolio strategy shall be reported to the
Finance & Administration Committee monthly and included 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 Annual 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 Annual 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 Annual 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
Annual 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
Annual 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.

VIl. 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 Annual Investment
Policy and ensuring investments are made in compliance with this Annual Investment Policy.
This Annual 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 nationally
recognized fixed income security performance benchmarks to evaluate return on investments.
The Merrill Lynch 1-3 year Treasury Index benchmark is used for OCTA'’s short-term portfolios,
the Merrill Lynch 1-5 year Treasury Index benchmark is 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 Annual 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 (i) 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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Xl. 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 Annual 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 Annual 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)
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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 Annual 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

B.

are rated A- or better by two of the three NRSRO’s-, and

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

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

B.

are rated AAA (or the equivalent highest ranking) by two of the three NRSRO’s-, and

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

B.

are rated AAA (or the equivalent highest ranking) by two of the three NRSRO’s-, and

may not represent more than 10 percent of the fund's or pool’s assets.

13) Mortgage or Asset-backed Securities
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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-the—equivalent {Code-AA)}-byaNRSROrated 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 NRSROQO'’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 Annual 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.

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.

9
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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 Annual 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.
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At All Times
Instruments Maximum % Portfolio
1) OCTA Note and BONdS .......cuiuiiiiiiiiii e 25%
2) U.S. Treasuries (including U.S. Treasury STRIPS & TIPS).............occuneee. 100% «
3) Federal Instrumentality Securities. ..o 100% -
4) Federal AGENCIES ........coiiiiiiiii et -009; “
100%
5) State of California and Local AgenCIies ...........ccccceeieeeieeenieeeieeseee 26% _25% «
6) Bankers ACCEPLaNCES .........c.oiiuiiiiiiiiiie et 30% (Code 40%)
7) Commercial Paper .......c.iuiiiii e 25% (Code) <
8) Negotiable CDS .......c..oiiiiiiiie e 30% (Code)  «
9) Repurchase AQreements .........coooiiiiiiiiiiee e e 75% -
10) Medium Term Maturity Corporate Securities .........cccccveeeeeiiiiciiiiiieeee e 30% (Code)  +——
11) Money Market Funds and 12) Other Mutual Funds (in total)..................... 20% (Code)  «
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13) Mortgage and Asset-backed Securities ..........cccoceiiiiiiiii 20% (Code)  «
TA) LAIF ettt aae e $40mm maximum per entity
LS 1 13 | RS $40mm maximum per entity —
16) CAMP ..t 10% -
17) Variable and Floating Rate Securities .............ccccccciiiiiiiiiiiiis 30% -
18) Bank DEPOSItS ....cueniiiiiiiii e 5% .
19) Derivatives (hedging transactions only) and subject to prior approval ....... 5% +
20) Investment Agreements pursuant to indenture .............ccccooiiiiien. 100% .

Outside portfolio managers must review the portfolios they manage (including bond proceeds
portfolios once established) 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 91 Express Lanes 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%
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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 91 Express Lanes Debt

The Authority can purchase all or a portion of the Orange County Transportation Authority’s Toll
Road Revenue Refunding Bonds (91 Express Lanes) Series B Bonds maturing
December 15, 2030 providing the purchase does not exceed 25% of the Maximum Portfolio_and
when authorized by the Internal Revenue Service.

Xl 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.

Xlil. 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.

11
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Outside portfolio managers must certify that they will purchase securities from broker/dealers
(other than themselves) or financial institutions in compliance with this Annual Investment Policy.

XIV. ANNUAL INVESTMENT POLICY REVIEW

This Annual 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 5-42X.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.

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.

12
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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.

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
13
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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.

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
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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.

SECURITES & EXCHANCE COMMISSION (SEC): The federal agency responsible for
supervising and regulating the securities industry.
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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.

Treasury bills: non-interest bearing discount securities of the U.S. Treasury with
maturities under one year.
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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 Annual 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.

17



OCTA

BOARD COMMITTEE TRANSMITTAL

June 10, 2013

To: Members of the Board of Directors
(st
From: Wendy Knowles, Clerk of the Board
Subject: Comprehensive Transportation Funding Program — March 2013

Semi-Annual Review

Regional Planning and Highways Committee Meeting of June 3, 2013

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

Committee Vote

This item was passed by the Members present.

Committee Recommendations

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

B. Approve six project delays for the cities of Buena Park,
Huntington Beach, Laguna Niguel, Mission Viejo (two requests), and
Santa Ana as presented.

C. Approve the City of San Juan Capistrano’s extension request for
expenditure of $135,500 of Measure M turnback funds to
June 30, 2015.

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

June 3, 2013

To: Regional Planning and Highways Committee

From: Darrell Johnson, Chief Eg(écutive Officer

Subject: Comprehensive‘Transportation Funding Program - March 2013

Semi-Annual Review

Overview

The Orange County Transportation Authority recently completed the
semi-annual review of projects funded through the Comprehensive
Transportation Funding Program.  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. Recommendations are presented for review and approval.

Recommendations

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

B. Approve six project delays for the cities of Buena Park, Huntington Beach,
Laguna Niguel, Mission Viejo (two requests), and Santa Ana as
presented.

C. Approve the City of San Juan Capistrano’s extension request for

expenditure of $135,500 of Measure M turnback funds to June 30, 2015.
Background

The Comprehensive Transportation Funding Program (CTFP) is the
mechanism the Orange County Transportation Authority (OCTA) uses to
administer and monitor grants provided for funding street, road, signal, and
water quality projects throughout the County. The CTFP contains a variety of
funding programs and sources including Measure M (M1) and Measure M2 (M2)
revenues, State and Local Partnership Program funds, and federal Regional
Surface Transportation Program funds.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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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 requires online reporting of the status of all
projects and regularly meets with representatives from local agencies to review
proposed project or schedule 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 $679.3 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 (allocations in millions):

M1 CTFP Program Summary

Allocations | Allocations

Project Status | (prior to SAR| (with SAR
adjustments) | adjustments)

Started’ $ 81.0 | $ 60.0
Pending® 95.8 86.3
Completed® 507.3 533.0
Total Allocations | $ 684.1 | $ 679.3

Since the last SAR, the CTFP has realized $4.8 million in project savings
($3 million in bid savings and $1.8 million in cancellations). Staff will continue
to monitor projects on a semi-annual basis in order to identify additional
savings and track the progress toward the M1 closeout. The review found that
as of March 2013, 91 percent of M1 projects have been delivered (completed
and pending). This is a three percent increase compared to the prior review
cycle. Consistent with prior Board of Directors (Board) action, the remaining
M1 funds will be used to augment future M2 call for projects (call).

M1 Closeout

In March 2011, with the sunset of M1, the remaining M1 CTFP projects were
obligated. There are currently 182 active M1 CTFP project phases, and local

! 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.

. Completed indicates that the project work is complete, final report approved, and final payment
has been made.
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agencies have completed work with pending final reports on 117 of the
remaining project phases. In accordance with the timely use of funds provision
in Ordinance No. 2, and policies established by the Board, all expenses related
to these projects must be completed by March 31, 2014. Local agency project
updates provided during the March SAR indicate that all agencies will meet the
March 31, 2014 deadline. Local agencies will have 180 days from project
completion to file the final report, and staff expects the complete closeout of the
M1 CTFP by December 2014.

M2 Program Summary

Since the start of M2, OCTA has issued a number of calls and awarded
$175.6 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 funds (allocations in millions):

M2 CTFP Program Summary

Allocations | Allocations
Project Status | (priorto SAR| (with SAR
adjustments) | adjustments)

Planned’ $ 7711$ 1336
Started? 34.9 37.0
Pending3 1.2 4.3
Completed” 0.2 0.7

Total Allocations® | $ 1134 | $ 175.6

This SAR reflects additional allocations of $62.2 million that is comprised of
$12.7 million in new Project X (Tier 2) allocations, $34.6 million in new Project O
allocations, and $14.9 million in new Project P allocations that were authorized
by the Board since the last review. As of March 2013, the local agency project
updates indicate that a total of $42 million of M2 projects have started ($37 million),
are pending completion ($4.3 million), or are completed ($0.7 million). Staff is
working with local agencies to allocate State-Local Partnership Program funds
used to supplement the M2 call, by June 30, 2013.

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

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

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

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

" Allocation changes are the result of recently approved 2013 call programming
recommendations and reductions for project cancellations.
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Project Adjustments

The March 2013 SAR adjustments are itemized in Attachment A. The
adjustments include one scope change, nine phase cancellations, and six
delays. In addition, the City of San Juan Capistrano is requesting an extension
for use of M1 turnback funds. The Technical Advisory Committee concurred
with the SAR adjustment recommendations on April 24, 2013.

Scope Change

The City of Garden Grove is requesting a scope change for the
Harbor Boulevard and Trask Avenue Intersection Project. The scope
adjustment consists of adding a through lane to southbound Harbor Boulevard,
omitting the second left turn lane to southbound Harbor Boulevard, and
removing the fourth additional through lane on northbound Harbor Boulevard.
The northbound improvements could not be completed because the widening
would create a tight turning radius for the State Route 22 (SR-22) westbound
on ramp. There will be a project cost savings at project closeout. Harbor Boulevard
is an unfunded smart street and the City of Garden Grove has done a number
of improvements through the corridor. The scope change will mitigate similar
traffic delays in the opposite direction of the project area.

Delays

This SAR included six requests for M2 project delays from five local agencies.
Delays are allowed in accordance with precept 35 of the CTFP guidelines and
require city council concurrence, as well as Board approval of the request.

The City of Buena Park is requesting a 12-month delay on the State Route 91
and Beach Boulevard westbound exit ramps due to delay in the review of the
traffic operational analysis submitted to the California Department of
Transportation. The City of Buena Park received city council concurrence for
this request on April 9, 2013 (Attachment B).

The City of Huntington Beach is requesting a 12-month delay for the
Brookhurst Street and Adams Avenue Intersection Project to allow for time
to finalize the environmental impact report (EIR). The delay will allow the
City of Huntington Beach to provide a more precise scope to the project
engineer and reduce the possibility of scope modification as a result of the EIR
process. The City of Huntington Beach received city council concurrence for
this request on April 15, 2013 (Attachment C).

The City of Laguna Niguel is requesting a 24-month delay for the
Crown Valley Parkway runoff elimination, Phase V. The City of Laguna Niguel
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is attempting to go to bid for this project in the next FY and package the project
with previously awarded project phases I-IV. The previous phases received
high bids, and the City of Laguna Niguel is working with other partners to
obtain additional funding. The City of Laguna Niguel received city council
concurrence for this request on February 19, 2013 (Attachment D).

The City of Mission Viejo is requesting two 12-month delays for the
La Paz Bridge and Road Widening Project, as well as the Oso Parkway
widening (Interstate 5 to Country Club Drive). The La Paz Road bridge project
experienced delays associated with right-of-way (ROW) certification and
compensation for one of the property owners. The extension will also allow the
City of Mission Viejo to use the full amount of time allocated by the California
Transportation Commission through the State-Local Partnership Program.
Oso Parkway experienced delays due to the loss of redevelopment agency
funds and delays by a developer related to grading of private property adjacent
to the road widening project. The City of Mission Viejo received city council
concurrence for both delays on March 18, 2013 (Attachments E and F).

The City of Santa Ana is requesting a 12-month delay for the Grand Avenue
Widening Project (First Street to Fourth Street). The City of Santa Ana has
encountered delays in the ROW negotiations that include full parcel
acquisitions and business relocations. The City of Santa Ana received city
council concurrence for this request on March 18, 2013 (Attachment G).

Cancellations

Local agencies are requesting phase cancellations for nine project phases.
The City of Costa Mesa is requesting a project cancellation for the Broadway Street
Environmental Cleanup/Water Filtration Project. The City of Costa Mesa
encountered issues with construction timing and will reapply at a later date.
The City of Garden Grove is requesting a cancellation for the ROW phase on
Harbor Boulevard and the SR-22. The City of Garden Grove has fully
reimbursed OCTA for the initial payment, plus interest. The County of Orange
and the City of Rancho Santa Margarita are requesting cancellation of
allocation requests for six separate segments of the Antonio Parkway signal
coordination projects. The Antonio Parkway signal coordination projects were
combined and re-scoped into a larger project which re-competed for funds
during the 2013 call. The City of Westminster is requesting a cancellation for
the Dillow Street and Moran Street Environmental Cleanup/Water Filtration
Project. The City of Westminster intended to use existing catch basins for the
project, but discovered that the catch basins were not large enough for the unit.
The construction of new catch basins and connector pipes made the project
cost prohibitive.
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Turnback Extension

The City of San Juan Capistrano submitted an M1 turnback extension request
for an expenditure of $135,500 of turnback funds received in March 2011,
and is requesting an extension to June 30, 2015 (Attachment H). The
City of San Juan Capistrano is in receipt of the turnback funds, and the
extension request has no impact on M1 closeout or determining remaining M1
balances to be transferred to M2. The City of San Juan Capistrano will utilize
the funds on railroad grade crossing improvements being coordinated with
OCTA.

Summary

The Orange County Transportation Authority has recently reviewed the status of
grant-funded streets and roads projects funded through the Comprehensive
Transportation Funding Program. Staff is seeking Board of Directors approval of
the project adjustments requested by local agencies, including six delay requests,
as well as the M1 turnback extension request by the City of San Juan Capistrano.
The Technical Advisory Committee approved the recommendations on
April 10, 2013. With the conclusion of Measure M, Measure M Comprehensive
Transportation Funding Program funds must be expended by March 31, 2014.
Local agencies will have 180 days from project completion to file the final
report and staff expects the complete closeout of the Measure M
Comprehensive Transportation Funding Program by December 2014. The
next semi-annual review is currently scheduled for September 2013.
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Attachments

A.

B.

Comprehensive Transportation Funding Program — Semi-Annual
Review Adjustment Requests

Letter from Nabil S. Henein, P.E., Deputy City Engineer -
City of Buena Park — Dated February 28, 2013 — SR-91/Beach Blvd
WB Exit Ramp, Project No. 11-BPRK-FST-3510

Letter from Travis K. Hopkins, P.E., Director of Public Works -
City of Huntington Beach — Dated March 27, 2013 — Request for Delay,
Comprehensive Transportation Funding Programs — Intersection
Capacity Enhancement, 11-HBCH-ICE-3526, Brookhurst Street and
Adams Avenue

Letter from Tim Casey, City Manager - City of Laguna Niguel — Dated
February 20, 2013 — Request for Extension of Tier 1 Environmental
Cleanup Program Grant Award for the Runoff Elimination Program for
Crown Valley Parkway Medians, Phase V (12-LNIG-ECP-3628)

Letter from Mark Chagnon, Director of Public Works — City of
Mission Viejo — Dated April 1, 2013 — CTFP Funding Request for
Extension of Time, 11-MVJO-ACE-3536, La Paz Bridge and Road
Widening, Muirlands Boulevard to Chrisanta Drive

Letter from Dennis Wilberg, City Manager — City of Mission Viejo —
Dated March 21, 2013 — CTFP Funding Request for Extension of Time,
11-MVJO-ACE-3537, Oso Parkway Widening, Country Club Drive to I-5
Letter from Jason Gabriel, Principal Engineer, Public Works Agency —
City of Santa Ana — Dated March 11, 2013 — Request for Extension of
Comprehensive Transportation Funding Program Grant Award for
Grand Avenue Widening Project Between First to Fourth Streets, Project
ID: 12-SNTA-ACE-3600

Letter from James G. Ross, Interim Public Works Director — City of
San Juan Capistrano — Dated April 9, 2013 — Measure M-Turnback
Extension Request

Prepared by: Approved by:

2 7 A
Y4 Zan J«’fi?i}fﬁﬁﬁfﬁé;(ﬁ*{ B
-
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Paul Rumberger Kia Mortazavi
Transportation Funding Analyst Executive Director, Planning
(714) 560-5747 (714) 560-5741
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ATTACHMENT B

CITY OF BUENA PARK

Department of Public Works
James A. Biery, Director

February 28, 2013

Ms. Abbe McClenahan

Manager, Measure M2 Local Programs
Orange County Transportation

600 S. Main Street

Orange, CA 92863

Attention: Paul Rumberger

SUBJECT: SR-91/Beach Blvd WB Exit Ramp
Project No. 11-BPRK-FST-3510

Dear Paul:

We are respectfully requesting the following change regarding the subject
project:

o Delay the funding allocation for “ENG" Phase from FY11/12 to FY12/13

Thank you in advance for your cooperation in this matter. If you have any
questions or need additional information, please call me at (714) 562-3685.

Sincerely,

James A. Biery, P.E.
Director of Public Works

o Wl

Nabil S. Henem P.E.
Deputy City Eng\neer

C: Jim Biery, Director of Public Works
Neda Ghazvini, Assistant Engineer
Roger Lopez, OCTA

6650 Beach Boulevard, P.O. Box 5009, Buena Park, California 90622-5009

(714) 562-3670 Fax (714) 562-3677
H'PROJECTS:OCTA-Sami Aunal Review Sfarch 201341 I-BPRK-FST-JSIO-RNWW“h.)Bﬁ’enapark.com
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ATTACHMENT C

CITY OF HUNTINGTON BEACH
Public Works Department
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Travis K. Hopkins, PE
Director of Public Works

March 27, 2013

Ms. Abbe McClenahan

Manager, Measure M2 Local Programs
Orange County Transportation Authority
550 S. Main Street

Orange, CA 92863

Dear Ms. McClenahan:

Subject: Request for Delay

Comprehensive Transportation Funding Programs
Intersection Capacity Enhancement, 11-HBCH-ICE-3526
Brookhurst Street and Adams Avenue

In 2011 the Board of Directors approved funding under the Comprehensive Transportation
Funding Programs, Regional Capacity Program, Intersection Capacity Enhancements, for the
preparation of final plans, specifications and estimates and right-of-way engineering for the
widening of the Brookhurst Street and Adams Avenue intersection. The project application
specified commencement of these efforts in OCTA fiscal year 2012/2013, which ends on June
30, 2013.

Under a previously approved Growth Management Area project, we are in the process of
performing the preliminary engineering and preparing the Environmental Impact Report (EIR).
The public scoping period for the EIR closed on March 1, 2013 and the preparation of the draft
EIR is underway. The public hearing on the EIR is scheduled for September 2013.

In accordance with Chapter 2 of the Comprehensive Transportation Funding Program
Guidelines, the City respectfully requests a one-time, one year extension of this grant award.
The City would like to have as much input as possible from the EIR process as it relates to the
final engineering scope. This will result in a more precise scope and reduce the possibility of
needing to modify the engineering scope to accommodate changes identified in the later stages
of the EIR process.

This delay request is scheduled to be presented to our City Council at their meeting on April 15,
2013. Assuming a positive City Council action, a follow-up request will be sent to you.

2000 Main Street, California 92648 ¢ Phone 714-536-5431# www.huntingtonbeachca.gov
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We thank you for your consideration of this request. Should you have questions, please
contact William Janusz, Principal Civil Engineer, at (714) 536-5431.

Sincerely,
Travis K. Hopkins, P.E.
Director of Public Works
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ATTACHMENT D

City of LacuNa NIGUEL CITY COUNCIL

Public Works/Engincering o Laurie Davies
30111 Crown Valley Parkway * Laguna Niguel, California 92677 " .

Phone/949°362+4337 Fax/949362+4385 Linda Lindholm

Jerry McCloskey

Robert Ming

Jerry Slusiewicz

February 20, 2013

Dan Phu, Section Manager

Orange County Transportation Authority
550 South Main Street

P.O.Box 14184

Orange, CA 92863

REQUEST FOR EXTENSION OF TIER 1 ENVIRONMENTAL CLEANUP PROGRAM GRANT AWARD
FOR THE RUNOFF ELIMINATION PROGRAM FOR CROWN VALLEY PARKWAY MEDIANS, PHASE
V (12-LNIG-ECP-3628)

Dear Mr. Phu;

In August 2011, the OCTA Board of Directors approved four Tier 1 Environmental Cleanup
Grants for the City of Laguna Niguel for our Runoff Elimination Program for Crown Valley
Parkway Medians, Phases I through IV. After construction bids were determined to have
exceeded the anticipated budgets, the City requested and OCTA granted a one-time 24-month
extension for all four projects. The extension was intended to enable the City to pursue
additional funding sources, conduct value engineering, and potentially re-bid the project. Under
the terms of the extension, the construction contract would have to be awarded by June 30, 2014.

In Fall 2012, the OCTA Board approved an additional Tier 1 Environmental Cleanup grant under
its second call for projects, providing funding to Laguna Niguel for the fifth and final phase of
the Crown Valley Medians Runoff Elimination Project. The deadline for awarding a
construction contract under the second call is June 30, 2013.

In order to achieve the maximum benefit from any economy of scale, the City has incorporated
the design of Phase V into the bid set for Phases I through IV, so that all five phases can be built
as one project. The City has also been diligently pursuing supplemental funding to cover the
budget shortfall, negotiating primarily in the context of water district programs that support
water-conserving technologies and conversion from potable to recycled water. However, these
negotiations have not yet been formally concluded, so the available supplemental funding
amounts have not yet been confirmed. Consequently, the City Council has not yet authorized the
re-bidding of the projects.



Although we anticipate that the negotiations with the water district will be completed within the
next few months, the uncertainty of the timing may make it infeasible for the City to complete
the subsequent bidding process in time to award a construction contract before June 30,2013,
which is the current deadline for Phase V. A one-time 24-month extension on Phase V would
allow the City to make the Phase V deadline with the schedule for Phases I through IV, which
would enable the City to complete negotiations with the water district, appropriate any
additional General Funds that may be needed, and re-bid the project with all five phases
packaged together.

In light of the above, on February 19, 2013, the Laguna Niguel City Council directed City Staff
to request a one-time 24-month extension of the Tier 1 Environmental Cleanup Grant Award for
the Phase V project. A copy of the minutes from the City Council meeting will be forwarded as
soon as they are available. The formal extension is being requested in the March 2013
Semiannual Review Process.

Thank you for your consideration of this request for a one-time 24-month extension of our Tier 1
Environmental Cleanup Program Grant Award for Phase V of the Runoff Elimination Program
for Crown Valley Parkway medians. If you have any questions or need additional information,
please feel free to contact me at (949)362-4300.

Yours truly,

(Lo

Tim Casey
City Manager

Attachment: Agenda Staff Report for February 19, 2013 City Council meeting

Cc: Mayor and City Council
Dave Rogers, Director of Public Works/City Engineer
Nancy Palmer, City Landscape Architect/Environmental Programs Manager
Stephen Erlandson, Director of Finance
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ATTACHMENT E

‘ Rhonda Reardon
[ ] ® ® @ @ Mayor
City of Mission Viejo .
Mayor Pro Tem
AETem T oo IR DaVe Leckncss
. Council Member
Public Works Department Cathy Sechlicht
Council Member
Frank Ury
Council Member
April 1, 2013
Abbe McClenahan
Manager, Measure M2 Local Programs
Orange County Transportation Authority
P.O.Box 14184
Orange, California 92863
Subject: CTFP Funding Request for Extension of Time, 11-MVJO-ACE-3536, La Paz Bridge

and Road Widening, Muirlands Boulevard to Chrisanta Drive
Dear Ms. McClenahan:

In conformance with the 2012 Comprehensive Funding Guidelines Manual, the City of Mission Viejo is
respectfully requesting a 5-month extension of time for the award of a construction contract for the La
Paz Bridge and Road Widening from Muirlands Boulevard to Chrisanta Drive. Attached is the City of
Mission Viejo City Council Resolution No. 13-19 authorizing this request. The request is due to a delay
in the federal right-of-way process.

Because the project includes federal funding, the federal right-of-way process must be followed.
Although the City had acquired the necessary easement rights for the project, during the federal right-of-
way certification process, an issue arose regarding compensation for one of the parcels. The issue was
recently resolved, compensation has been made to the property owner, and the federal right-of-way
certification package has been submitted to Caltrans. However, given the time required for the federal
right-of-way certification approval, subsequent federal construction authorization, and the construction
bidding process, the City now expects to award a construction contract in September 2013.

The City has already requested and received a time extension from the California Transportation
Commission (SLPP funds) until November, 30, 2013. Accordingly, the City requests OCTA to grant a 5-
month time extension from the current contract award deadline of June 30, 2013, to November 30, 2013,
consistent with the CTC deadline.

Thank you for your consideration of this request. If you have any questions, please do not hesitate to

contact me at (949) 470-3091 or mchagnon @cityofmissionviejo.org.

a agnon_
Director of Public Works

Attachments: Location Map
Resolution 13-19

200 Civic Center e Mission Viejo, California 92691 949/470-3056
http://www.cityofmissionviejo.org  +]
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RESOLUTION 13-19

A RESOLUTION BY THE CITY COUNCIL OF THE CITY OF
MISSION VIEJO AUTHORIZING THE CITY MANAGER TO
REQUEST AN EXTENSION OF TIME FROM THE ORANGE
COUNTY TRANSPORTATION AUTHORITY FOR FUNDING
FOR THE LA PAZ BRIDGE AND ROAD WIDENING
PROJECT (CIP 756/761)

WHEREAS, the City of Mission Viejo originally applied for grant funding for the La Paz
Bridge and Road Widening, Muirlands to Chrisanta (CIP 756/761) for funding consideration
under the 2010 Orange County Transportation Authority (OCT. A) Comprehensive Transportation
Funding Program (CTFP) call-for-projects for the Regional Capacity Program; and

WHEREAS, OCTA approved grant funding for construction of the subject project in the
amount of $2,550,646.00; and

WHEREAS, OCTA requires that the City of Mission Viejo award a construction contract
for the subject project by June 30, 2013, unless a formal extension of time is requested by the
City Council; and

WHEREAS, the California Transportation Commission (CTC) has already approved an
extension until November 30, 2013, due to delays associated with final right-of-way acquisition;
and

WHEREAS, by requesting an extension until November 30, 2013, from OCTA, the
deadline to award a construction contract would be consistent with that of the CTC;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MISSION VIEJO
DOES HEREBY RESOLVE AS FOLLOWS:

SECTION 1. The City Manager is authorized to request an extension until November 30,
2013, for the construction contract award for the La Paz Bridge and Road Widening project from
OCTA.

SECTION 2. The City Clerk shall certify the adoption of this resolution.

PASSED, APPROVED AND ADOPTED this 18™ day of March, 2013,




I, Karen Hamman, City Clerk of the City of Mission Viejo, hereby certify that the
foregoing resolution was duly adopted by the City Council of the City of Mission Viejo at a
regular meeting thereof; held on the 18™ day of March, 2013, by the following vote of the City
Council:

AYES: Kelley, Leckness, Reardon, Schlicht, and Ury
NOES: None
ABSENT: None

Karéh Hamman (
City Clerk
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ATTACHMENT F

Rhonda Reardon
@ [ ] [ ] ® o Mayor
City of Mission Viejo -
Mayor Pro Tem
: Dave Lecknms
Office of the City Manager Counctl Member
Cathy Schlicht
Council Member
Frank Ury
March 21, 2013 Council Member
Abbe McClenahan
Manager, Measure M2 Local Programs
Orange County Transportation Authority
P.O.Box 14184
Orange, California 92863
Subject: CTFP Funding Request for Extension of Time, 11-MVJO-ACE-3537, Oso

Parkway Widening, Country Club Drive to I-5

Dear Ms. McClenahan:

In conformance with the 2012 Comprehensive Funding Guidelines Manual, the City of Mission
Viejo is respectfully requesting an 11-month extension of time for the award of a construction
contract for Oso Parkway Widening from Country Club Drive to I-5. Attached is the City of
Mission Viejo’s City Council Resolution No. 13-18 authorizing this request. The justification
for this request is to allow a development project to complete grading prior to the start of the
project. The delay in the commencement of construction will result in a significant project
savings and less construction and traffic impacts, which ultimately benefits the public at large.

Prior to the start of construction of the City of Mission Viejo’s Oso Parkway widening project,
Watermarke Properties (an independent developer) was expected to be underway with the
construction of an apartment housing project fronting Oso Parkway within the widening project
limits (please see attached location map). The original schedule for the Watermarke Properties
project called for the grading to be completed by March 2013.

On June 28, 2011, Governor Jerry Brown approved ABx1 26 and ABx1 27 as part of the
adoption of the FY 2011/12 State budget. ABx1 26 suspended and prohibited most
redevelopment activities and prohibited agencies from incurring indebtedness. Because of the
adoption of redevelopment dissolution laws, the subsequent lawsuit and the uncertainty of
whether redevelopment agencies would survive, the City was forced to suspend and/or delay
projects that were to be funded with redevelopment tax increment revenue. As a result, the
Watermarke Properties project, which was set to receive an affordable housing subsidy, was put
on hold. Litigation ensued against the State, which ultimately resulted with the California
Supreme Court upholding ABx1 26, thereby eliminating redevelopment agencies in California
effective February 1, 2012. This resulted in the permanent loss of the affordable housing subsidy
for the Watermarke Properties apartment project.

200 Civic Center  Mission Viejo, California 92691 949/470-3050
http://www.cityofmissionviejo.org FAX 949/859-1386
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City’s widening project timing is now running slightly ahead of the Watermarke project. The
City’s CTFP funding requires the City to award a construction contract by June 30, 2013.
However, City staff does not expect Watermarke Properties to have completed its grading by this
date. If the City receives an extension of time from OCTA, there would be a unique opportunity
for the City to enter into a cost-sharing agreement with Watermarke Properties on some
improvement items, avoid the need to remove just completed improvements constructed with the
City’s widening project, and result in less construction traffic delays and impacts to the public.

In order to achieve these cost savings and benefits, it will be necessary to allow Watermarke
Properties to complete the rough grading of the site before the City begins the widening project.
This will eliminate the need for the City to construct an embankment to accommodate the fourth
travel lane within the Watermarke project limits. In addition, the City will cost share 50/50 with
Watermarke on some improvements such as a traffic signal, sidewalk, etc., that are common to
both projects.

If the City does not receive a time extension from OCTA, the City would be forced to proceed
ahead of Watermarke. As a result, the City would have to construct the embankment, which
would subsequently be partially removed by Watermarke. In addition, other new improvements
such as a new traffic signal, curb and gutter, and sidewalk, constructed by the City as part of the
widening project, would need to be removed and reconstructed by Watermarke to accommodate
its project. Watermarke would also need to cut into the newly paved roadway to install its utility
connections.

By partnering with Watermarke Properties on shared construction items, the City is not
supplanting any developer fees or required improvements due to the fact that Watermarke
Properties had legal rights to develop the site that do not allow the City to place obligations on
the developer for public improvements.

Thank you for your consideration of this request for an extension of time for the construction
contract award of the Oso Parkway widening project. If you have any questions, please do not
hesitatte to contact Richard Schlesinger, City Engineer, at (949) 470-3079 or
rrschlesinger@cityofmissionviejo.org.

Sincerely,
Qoo N
Dennis Wilberg

City Manager

Attachments: Location Map
Resolution 13-18
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RESOLUTION 13-18

A RESOLUTION BY THE CITY COUNCIL OF THE CITY OF
MISSION VIEJO AUTHORIZING THE CITY MANAGER TO
REQUEST AN EXTENSION OF TIME FROM THE ORANGE
COUNTY TRANSPORTATION AUTHORITY (OCTA) FOR
FUNDING FOR THE OSO PARKWAY WIDENING,
COUNTRY CLUB DRIVE TO INTERSTATE 5 FREEWAY (CIP
791)

WHEREAS, the City of Mission Viejo originally applied for grant funding for the Oso
Parkway Widening from I-5 to Country Club Drive (CIP 791) for funding consideration under
the 2010 Orange County Transportation Authority Comprehensive Transportation Funding
Program (CTFP) call-for-projects for the Regional Capacity Program; and

WHEREAS, OCTA approved grant funding for construction of the subject project in the
amount of $2,407,936.00; and

WHEREAS, OCTA requires that the City of Mission Viejo award a construction contract
for the subject project by June 30, 2013, unless a formal extension of time is requested by the
City Council; and

WHEREAS, the proposed Watermarke Properties apartment project significantly impacts
the proposed project; and

WHEREAS, by requesting an 11-month delay from OCTA for CIP 791 there would be
an opportunity to cost-share with Watermarke Properties on some construction items that will
save construction costs for the City and minimize the construction impacts and traffic delays to
the public;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MISSION VIEJO
DOES HEREBY RESOLVE AS FOLLOWS:

SECTION 1. The City Manager is authorized to request an 11-month delay for the
construction contract award for CIP 791 from OCTA.

SECTION 2. The City Clerk shall certify the adoption of this resolution.

PASSED, APPROVED AND ADOPTED this 18" day of March, 2013.




I, Karen Hamman, City Clerk of the City of Mission Viejo, hereby certify that the
foregoing resolution was duly adopted by the City Council of the City of Mission Viejo at a
regular meeting thereof, held on the 18% day of March, 2013, by the following vote of the City
Council:

AYES: Kelley, Leckness, Reardon, Schlicht, and Ury
NOES: None
ABSENT: None

S B
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MAYOR ) INTERIM CITY MANAGER
Miguel A. Pulido Kevin O'Rourke
MAYOR PRO TEM CITY ATTORNEY
Sal Tinajero Sonia R. Carvalho
COUNCILMEMBERS CLERK OF THE COUNGCIL

Angelica Amezcua
P. David Benavides
Michiele C. Martinez
Roman A. Reyna
Vincent F. Sarmiento

Maria D. Huizar

CITY OF SANTA ANA

, Public Works Agency
20 Civic Center Plaza ¢ P.O. Box 1988, M-21
Santa Ana, California 92702

March 11, 2013

Roger Lopez

OCTA Local Measure M Programs
550 South Main Street

Orange, CA 92863

SUBJECT: REQUEST FOR EXTENSION OF COMPREHENSIVE
TRANSPORTATION FUNDING PROGRAM GRANT AWARD FOR
GRAND AVENUE WIDENING PROJECT BETWEEN FIRST TO
FOURTH STREETS
Project ID: 12-SNTA-ACE-3600

Dear Mr. Lopez:

In June 2011, the OCTA Board of Directors approved Comprehensive Transportation
Funding Program (CTFP) Arterial Capacity Enhancements (ACE) Grant Award for the
City of Santa Ana (City) for Grand Avenue Widening between First and Fourth Streets
project (Project). The grant award for this Project totaled $1 million for the construction
phase for fiscal year 2012-13, which requires the construction contract to be awarded
by June 30, 2013.

In accordance with Chapter 2 of the CTFP guidelines, the City respectfully submits this
request for a one-time one-year extension of this grant award for the Project. The
reasons for the extension are as follows:

e Due to the reorganization at Caltrans district and headquarter offices and new
Caltrans requirements, the Request for Authorization to Proceed with Right of
Way (E-76) process was four months beyond our anticipated schedule.

e The complexity of the right of way process, including pursuing eminent domain
proceedings for two parcels, has delayed the project beyond our control.

To date, the City has completed the acquisition of eight of ten parcels and relocation of
ten of seventeen businesses. An extension will allow the city to make a diligent effort to
negotiate with the remaining property and business owners and have adequate time to
provide relocation assistance to the persons and businesses displaced as a result of the
acquisition of this Project for public use.
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The City formally requested the extension in the recent March 2013 CTFP Semiannual
Review Process. A copy of the minutes from the March 18, 2013 City Council Meeting
will be provided under separate submittal when available.

Thank you for your consideration of this request for extension of the CTFP ACE Grant
Award for the Grand Avenue Widening between First and Fourth Streets project.

If you have any questions in regards to this letter or need additional information, please
contact me at (714) 647-5664.

Sincerely,

Jason Gabriel
Principal Engineer
Public Works Agency

Cc:  Mayor and City Council
Raul Godinez, ll, Director of Public Works
William Galvez, City Engineer



MAYOR

CITY MANAGER
Miguel A.-Pulido Kevin O'Rourke
MAYOR PRO TEM CITY ATTORNEY,
Sal Tinajero Sonia R. Carvatho
COUNCILMEMBERS CLERK OF THE COUNCIL
Angelica Amezcua by Maria D. Huizar
P. David Benavides
Michele Martinez CITY OF SANTA ANA
Vmoont F- Samiento CLERK OF THE COUNCIL OFFICE M-30
P.O. Box 1988
Santa Ana, California 92702
MINUTES EXCERPT
MEETING DATE: March 18, 2013
COUNCILMEMBERS: PRESENT: Amezcua, Benavides, Martinez, Pulido,
Reyna (5)
ABSENT: Sarmiento, Tinajero (2)
CONSENT CALENDAR ITEM
MISCELLANEOUS ADMINISTRATION
18D REQUEST FOR EXTENSION OF MEASURE M2 COMPREHENSIVE

,50\

TRANSPORTATION FUNDING PROGRAM FOR GRAND AVENUE
WIDENING (PROJECT NO. 081732, NON-GENERAL FUND) - Public
Works Agency

MOTION: Authorize the Public Works Agency to request a one-time,

one-year extension of Measure M2 Comprehensive Transportation

Funding Program funding for construction of Grand Avenue Widening
- between First and Fourth Streets project.

VOTE: AYES: Amezcua, Benavides, Martinez, Pulido, Reyna (5)
NOES: None (0)
ABSTAIN:  None (0)
ABSENT: Sarmiento, Tinajero (2)

STATE OF CALIFORNIA
COUNTY OF ORANGE

I, MARIA D. HUIZAR, Clerk of the Council, of the City of Santa Ana, California, hereby certify the
foregoing to be a full, true and correct copy of the minute action on record in this office.

IN WITNESS WHEREOF, | have hereunto set my hand and seal this 26th day of March, 2013. .

Hose hw 5%‘«@0

Maria D. Huizar,
Clerk of the Council
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32400 PASEO ADELANTO MEMBERS OF THE CITY COUNCIL

SAN JUAN CAPISTRANO, CA 92675

(949) 493-1171 zl(\; tL;xi‘«TEos o

(949) 493-1053 FAX LARR; ER- -D.
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www.sanjuancapistrano.org DEREK'R@NEEV“E

JOHN TAYLOR
April 9, 2013

Orange County Transportation Authority

Attn: Kia Mortazavi, Executive Director Planning
600 South Main Street )

Orange, CA 92863-1584

RE: Measure M-Turnback Extension Request
Dear Mr. Mortazavi:

The City of San Juan Capistrano is requesting a time extension to June 30, 2015 to spend its
Measure M-Turnback funding which was received during fiscal year 2010-11. The City has
$135,500 of Measure M-Turnback funding remaining from Fiscal Year 2010-11 associated with
the following project:

1. CIP 07118 OCTA Grade Crossing Project. M-Turnback / Fair Share funding: $219,998.
Project construction of railroad grade crossing improvements by OCTA is complete. The
City is currently awaiting final invoice from OCTA for the match amount. Project
closeout is anticipated by December 2013.

The City will continue to coordinate with OCTA staff to ensure that the necessary
reimbursement for match amount for the above-mentioned project is made that would satisfy the
expenditure requirements of the City’'s Measure M-Turnback funding received. Chris Poli of
OCTA has indicated that OCTA expects to resolve all issues and distribute a-last and final
invoice to the City by June 30, 2013. Since the expenditure of funds is contingent upon receipt
of the final invoice from OCTA, the City cannot guarantee the expenditure of funds by March 31,
2014 and is therefore requesting the time extension to June 30, 2015 for full expenditure of M-
Turnback funds.

Please do not hesitate to e-mail or call me at 949-443-6398 if you have any questions.

erim P;Jblic Works Director

San Juan Capistrano: Preserving the Past to Enhance the Future

e
‘, Printed on 100% recycled paper
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BOARD COMMITTEE TRANSMITTAL

June 10, 2013

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

Subject: Measure M2 Eligibility Guidelines and Measure M2 Expenditure
Report

Regional Planning and Highways Committee Meeting of June 3, 2013

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

Committee Vote

This item was passed by the Members present.

Committee Recommendations

A. Approve the proposed revisions to the Measure M2 Eligibility
Guidelines, Measure M2 expenditure report template, and adjustment
methodology for the fiscal year 2014-15 maintenance of effort
benchmark.

B. Approve the expenditure report for the City of Huntington Beach and
find the City of Huntington Beach eligible to receive fair share and
competitive grant net revenues for fiscal year 2012-13.

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

June 3, 2013
To: Regional Planning and Highways Committee
From: Darrell Johnson, Chief Eg(é'cutive Officer

Subject: Measure M2 Eligibility Guidelines and Measure M2 Expenditure
Report

Overview

The Measure M2 Eligibility Guidelines establish eligibility requirements for local
agencies to receive competitive grant and fair share funds as defined
in the Measure M2 Ordinance No. 3. Updates to the guidelines, Measure M2
expenditure report template, and maintenance of effort benchmark
are presented to the Board of Directors for review and approval. The
City of Huntington Beach’s expenditure report for fiscal year 2011-12 and
resolution have been reviewed by the Taxpayers Oversight Committee and
are presented to the Board of Directors for eligibility determination.

Recommendations

A. Approve the proposed revisions to the Measure M2 Eligibility
Guidelines, Measure M2 expenditure report template, and adjustment
methodology for the fiscal year 2014-15 maintenance of effort
benchmark.

B. Approve the expenditure report for the City of Huntington Beach and find
the City of Huntington Beach eligible to receive fair share and competitive
grant net revenues for fiscal year 2012-13.

Background

The Measure M2 (M2) Eligibility Guidelines (Eligibility Guidelines) establish
annual requirements that local agencies must satisfy to be eligible for fair share
and competitive grant funds. Minor administrative adjustments and proposed
revisions to the M2 expenditure report template are being recommended to
clarify the guidelines.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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The ordinance requires local jurisdictions to satisfy maintenance of effort (MOE)
requirements by maintaining a minimum level of local streets and roads
expenditures from local agencies’ discretionary funds. The current MOE
benchmark for each local jurisdiction is based on average discretionary
expenditures for the purposes of local street maintenance and construction
expenditures from fiscal year (FY) 1985-86 through FY 1989-90. There were
no adjustments for inflation between 1990 and 2010. M2 provided for a process
to review MOE and adjust the benchmark every three years, effective
July 1, 2014.

Each local jurisdiction must adopt an expenditure report to account for M2
funds, development/traffic impact fees, and funds expended that satisfy MOE
requirements. Local jurisdictions are required to annually submit expenditure
reports six months after the close of the FY, typically on December 31%, with
the exception of the City of Huntington Beach. The City of Huntington Beach
follows a federal fiscal year (October 1 to September 30), and therefore
submits an expenditure report by March 31%. The Taxpayers Oversight
Committee (TOC) approved the expenditure reports for all local jurisdictions in
Orange County, except for the City of Huntington Beach, on February 12, 2013.

Discussion

Eligibility Guidelines

Technical revisions are proposed to enhance the Eligibility Guidelines and
M2 expenditure report template. The administrative changes are indicated in
the revised Eligibility Guidelines (Attachment A) and include updates to the
Congestion Management Program checklist (Attachment A/Appendix C),
Pavement Management Plan Certification (Attachment A/Appendix F),
local fair share estimates (Attachment A/Appendix J), and acronyms list
(Attachment A/Appendix L). In addition, an excerpt from the Countywide
Pavement Management Program (PMP) Guidelines has been included in
Attachment A/Appendix F to provide local jurisdictions with an agency checklist
for PMP submittals.

A review of the prior year expenditure reports indicated that some agencies
had negative interest and high MOE costs dedicated to agency staff and
administrative charges. This assessment was also noted by the TOC - Annual
Eligibility Review (AER) Subcommittee during the subcommittee’s review of the
expenditure reports. In response, Orange County Transportation Authority
(OCTA) staff has revised the current M2 expenditure report template to
separate direct staff time charges to construction and maintenance from
administrative charges related to indirect project costs. The expenditure report
template and instructions in Attachment A/ Appendix G include revised
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instructions to distinguish these two separate costs, and to clarify that negative
interest is not an allowable expense. Negative interest is charged when a city
advances a Measure M-funded project using city funds and charges interest to
Measure M for use of those funds. In addition, a sample resolution for
expenditure reports has been included in Attachment A/ Appendix G.

MOE Benchmark Adjustment

The ordinance requires the adjustment of the MOE benchmark by the
percentage change in the California Department of Transportation construction
cost index (CCI) for the previous three calendar years (2011, 2012, and 2013).
This is the first adjustment to the MOE benchmark since it was established in
1990. The ordinance includes a provision that if the general fund revenues
growth for the jurisdiction is less than the CCI growth, the general fund revenue
growth value will be used for escalating the current MOE benchmark. If there is
a negative or zero growth in the general fund revenues, the local jurisdiction’s
current MOE benchmark will remain unchanged. Although the calculated
change in CCI growth will be the same for each local jurisdiction, the change in
local jurisdiction’s growth of general fund revenues may result in a different
level of MOE adjustment for each local jurisdiction. The table below illustrates
several potential scenarios for MOE adjustments with a sample MOE
benchmark of $500,000.

Total Growth in Total Growth in
Scenarios C \ M General Fund Action for MOE Adjustment
altrans' CCl R
evenues
Scenario 1: Growth Adjusted MOE benchmark =
in CCl is greater current benchmark x 1%=
than growth in 3.125% 1% $500,000 x 1% = $5,000
general fund revised MOE benchmark =
revenue $505,000
Scenario 2: No change in current
Negative growth in 3.125% -2% b
enchmark
general fund
. Adjusted benchmark =

%‘Sgﬁ:ﬁh current benchmark x 3.125% =
growth in general 3.125% 4% $590,000 x 3.125% = $15,625
fund revenue revised MOE benchmark =

$515,625

* Note that the growth in CCI has been calculated using the growth in CCI for calendar years 2010
through 2012 and will be adjusted with the CCI for calendar year 2013. The CCI for 2010 is 76.8, and the
CCl for 2012 is 79.2. The growth in CCI from 2010 to 2012 is 3.125 percent.
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In addition, local jurisdictions are required to provide excerpts from the
Comprehensive Annual Financial Report (CAFR) to provide evidence of actual
general fund revenues in FY 2010-11 and FY 2012-13. This information will be
used to determine the change in actual general fund revenues as required by
the ordinance. This will be submitted to OCTA no later than
December 31, 2013. OCTA staff will calculate the adjusted growth in CCI for
calendar years 2011 through 2013. A comparison of the growth in general fund
revenues and CCI will determine the appropriate MOE adjustment for each
local jurisdiction and will be effective July 1, 2014 (FY 2014-15).

City of Huntington Beach’s Expenditure Report

The City of Huntington Beach submitted the expenditure report for FY 2011-12
by the March 31%" deadline. OCTA staff reviewed the expenditure report to
ensure consistency and accuracy. The AER subcommittee found the
City of Huntington Beach’s expenditure report in compliance with the ordinance
and recommended it to the TOC for eligibility approval on April 9, 2013.

Summary

The M2 Eligibilty Guidelines have been modified to provide
minor updates to the existing M2 Eligibility Guidelines and revisions to the
M2 expenditure report template. Secondly, the current benchmarks for each
local jurisdiction are identified in Attachment B and will be used as the MOE
benchmark for the upcoming eligibility cycle for FY 2013-14. Local jurisdictions
must submit excerpt information from the local jurisdictions CAFR for actual
general fund revenues for FY 2010-11 and FY 2012-13 by December 31, 2013.
The MOE adjustments described in this staff report will not go into effect until
July 1, 2014. The final MOE benchmark adjustments will be presented to the
Board of Directors in early spring. Lastly, the TOC reviewed the
City of Huntington Beach’s expenditure report for FY 2011-12 and found it in
compliance with the ordinance.
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Attachments

A. Renewed M - Measure M2 Eligibility Guidelines — June 2013
B. Table 2-1: Maintenance of Effort Benchmark by Local Jurisdiction —
Revised November 8, 2001

Prepared by: Approved by:
) .;,;I.f'/ ] //{ Ta / _— { ,)} ‘
yodz> AP - é%/ﬁ, ¢
C
May Hout Kia Mortazavi
Associate Transportation Executive Director, Planning
Funding Analyst (714) 560-5741

(714) 560-5905
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TABLE 2-1

Maintenance of Effort Benchmark
by Local Jurisdiction
Revised November 8, 2001

Jurisdiction MOE Benchmark

Aliso Viejo $ 400,000
Anaheim $ 7,496,000
Brea $ 703,000
Buena Park $ 3,526,282
Costa Mesa $ 5,980,000
Cypress $ 2,670,215
Dana Point $ 942,000
Fountain Valley $ 1,149,000
Fullerton $ 3,083,000
Garden Grove $ 2,732,000
Huntington Beach $ 4,510,000
Irvine $ 5,112,000
La Habra $ 1,297,000
La Palma $ 156,000
Laguna Beach $ 1,358,000
Laguna Hills $ 268,106
Laguna Niguel $ 691,000
Laguna Woods $ 77,769
Lake Forest $ 140,000
Los Alamitos $ 136,000
Mission Viejo $ 2,150,000
Newport Beach $ 8,229,000
Orange $ 2,205,000
Placentia $ 546,000
Rancho Santa Margarita $ 350,000
San Clemente $ 951,000
San Juan Capistrano $ 353,000
Santa Ana $ 6,753,031
Seal Beach $ 505,000
Stanton $ 172,000
Tustin $ 1,119,535
Villa Park $ 263,000
Westminster $ 1,284,000
Yorba Linda $ 1,933,000
Annual Total Orange County $ 6924093

General Fund Discretionary Expenditures for Maintenance, Construction and other Categories

Eligibility Guidelines
Effective June 10, 2013

Page 21



OCTA BOARD COMMITTEE TRANSMITTAL

June 10, 2013

To: Members of the Board of Directors
From: Wendy Knowles, Clerk of the Board
Subject: Measure M2 Environmental Cleanup Allocation Program -

Funding Program Guidelines Revisions and Tier 2 Grant
Program Call for Projects

Regional Planning and Highways Committee Meeting of June 3, 2013

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

Committee Vote

This item was passed by the Members present.

Committee Recommendations

A. Approve the revised Environmental Cleanup Program Tier 2
Comprehensive Transportation Funding Program Guidelines.

B. Authorize staff to issue the fiscal year 2013-14 call for projects for the
Tier 2 Grant Program, totaling approximately $25.3 million.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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June 3, 2013

To: Regional Planning and Highways Committee

From: Darrell Johnson, Chief Eg(é'cutive Officer

Subject: Measure M2 Environmental Cleanup Allocation Program -

Funding Program Guidelines Revisions and Tier 2 Grant Program
Call for Projects

Overview

The Measure M2 Environmental Cleanup Program, Project X, provides funds
to assist jurisdictions in addressing water quality impacts related to
transportation. In May 2012, the Orange County Transportation Authority Board
of Directors approved the addition of the Tier 2 Environmental Cleanup
Program Guidelines, which provide grants to regional projects, to the
Comprehensive Transportation Funding Program. The Tier 2 guidelines have
been updated to reflect lessons learned from the prior call for projects process.
Staff is recommending approval of the revisions and authorization to issue the
fiscal year 2013-14 Tier 2 Grant Program’s call for projects.

Recommendations

A. Approve the revised Environmental Cleanup Program Tier 2
Comprehensive Transportation Funding Program Guidelines.

B. Authorize staff to issue the fiscal year 2013-14 call for projects for the
Tier 2 Grant Program, totaling approximately $25.3 million.

Background

The Environmental Cleanup Program, Project X (ECP), provides for the
allocation of Measure M2 (M2) revenues to improve overall water quality in
Orange County from transportation-related pollution. Funding for the ECP is
allocated on a countywide competitive basis to assist jurisdictions in controlling
transportation-related pollution. These funds are intended to supplement, not
supplant, existing transportation-related water quality programs. Funds are
awarded to priority projects that improve water quality in streams, harbors,
and other waterways that have a nexus to transportation-related pollution

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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consistent with Orange County Transportation Authority’'s (OCTA) M2
Ordinance No. 3.

In May 2010, the OCTA Board of Directors (Board) approved a two-tiered
approach to fund the M2 ECP. Specifically, the funding plan called for
up to $19.5 million in Tier 1 grants on a “pay-as-you-go” basis through
fiscal year (FY) 2017-18, and up to $38 million in Tier 2 grants via bonding
through FY 2014-15. The Tier 1 Grant Program (Program) consists of funding
for equipment purchases and upgrades to existing storm drains and related
best management practices. The Tier 2 Program consists of funding regional,
potentially multi-jurisdictional, capital-intensive projects.

On February 25, 2013, the Board approved eight (of 12) projects for
$12.7 million in funding for the first Tier 2 call for projects (call).

Discussion

To prepare for the Tier 2 call, a consultant was retained to assist OCTA and
the potential funding applicants in identifying opportunities for water quality
projects. The focus will be on the most strategically effective areas
for implementation of structural best management practices within
Orange County’s 11 watersheds. Since February 2013, staff has continued to
reach out to various potential applicants to further develop projects.

The Tier 2 Grant Program Planning Study (Planning Study) provides the
framework in identifying the most impaired water bodies in Orange County by
using geographic information system and analysis of water quality data. This
information provides the basis for technical project evaluation through
watershed and location-specific needs and priority analyses. The Planning
Study supported development of the Tier 2 guidelines and scoring criteria
which are used to evaluate eligible projects.

During staff’'s presentation to the Executive Committee (Committee) in
February 2013 for the Tier 2 call funding recommendations, the Committee
provided input on the public outreach efforts, more focus on high-priority areas
as outlined in the Planning Study, and encouraged more participation by
reducing the program match requirements.
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Since then, staff has continued to reach out to cities within the most
strategically effective areas for implementation of structural best management
practices. Staff has been working with the cities and the consultant to identify
the potential projects to allow the cities to choose the best project(s) to meet
the Tier 2 Grant Program objectives. Furthermore, staff will continue to conduct
Tier 2 field reviews, workshops, and one-on-one meetings with potential
applicants throughout the 90-day call period (further discussed below).

In the first Tier 2 call, there were opportunities to reduce the local match from
50 percent to 25 percent. In recognition that some smaller cities may not be
able to commit resources to meet the minimum match requirement, the
Environmental Cleanup Allocation Committee (ECAC) recommended the
minimum match be reduced to 20 percent from 25 percent. To accomplish
this, the guidelines have been revised to allow agencies to reduce the match
based on project readiness and/or an operations and maintenance (O&M)
commitment beyond a ten-year minimum.

The proposed minimum match reduction to 20 percent deviates from the
streets and roads programs where an applicant can reduce the minimum
match to 25 percent based on criteria included in Ordinance No. 3 that is
specific to the Streets and Roads Program. The match reduction to 20 percent
for Project X Tier 2 projects may mean fewer projects being awarded funding
since OCTA would contribute more M2 funds to off-set the lower match
obligation by the applicant.

The ECAC also recommended $25.3 million be allocated for the FY 2013-14
call. Since the Tier 2 type projects may involve multiple jurisdictions and are
regional in nature, the ECAC recommended a cap of $5 million of Project X
funds per project.

Staff has taken into consideration the experience from the FY 2012-13 Tier 2
call and evaluation process. Consequently, the ECAC is recommending
that the ECP Tier 2 Comprehensive Transportation Funding Program
Guidelines (Guidelines) be revised to improve the process (Attachment A).
Some of the changes to the Guidelines include:

o Deleted 70 point minimum to maintain consistency with the rest of the
streets and roads programs (where no minimum is required)

o Reduced the minimum match requirement percent to 20 percent from
25 percent

o Added definitions for ineligible expenditures
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On May 9, 2013, the ECAC endorsed the approval of the Tier 2 Guidelines and
the release of the FY 2013-14 Tier 2 call.

Next Steps

Upon Board authorization, the Tier 2 call is anticipated to begin on
June 24, 2013 for a 90-day period. Staff will conduct group and one-on-one
workshops with applicants to provide guidance and input on the application
process. In addition, staff will conduct field visits with potential applicants.
Applications will be due on September 24, 2013. The ECAC will evaluate the
applications, and staff will return to the Board for funding authorization in the
November/December 2013 timeframe.

Fiscal Impact

This project is proposed to be included in OCTA's FY 2013-14 Budget,
Planning Division, Account 0017-7831-MX001-T6S, and is funded with
M2 funds.

Summary

Staff is recommending the approval of the revised Tier 2 Comprehensive
Transportation Funding Program Guidelines and authorization to issue the
fiscal year 2013-14 call for projects for the Tier 2 Grant Program, totaling
approximately $25.3 million.
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ATTACHMENT A

DRAFT

Revised Environmental Cleanup Program Tier 2 Comprehensive
Transportation Funding Program Guidelines

The Tier 2 Grant Program consists of funding larger (projects treating catchment
areas of 50 acres or greater), potentially multi-jurisdictional, capital-intensive
structural treatment best management practice (BMP) projects. Proposed projects
covering smaller catchment areas which are otherwise eligible are not prohibited
from the application process and will be regarded as eligible for consideration if the
proposed project can demonstrate highly significant water quality improvement
benefits (greater than other competing larger scale proposed projects) and
cost-effectiveness under the scoring criteria guidelines. Tier 2 funds are designed to
fund large-scale BMP construction projects. Examples include constructed wetlands,
detention/infiltration basins and other large-scale BMPs that mitigate litter and
debris, heavy metals, organic chemicals, sediment, nutrients, and other
transportation-related pollutants. Funds will be awarded through a competitive grant
process geared towards awarding funds to the highest scoring, most cost-effective
projects.

Pre-Application Process

In order to facilitate a jurisdiction’s best use of the Environmental Cleanup Program,
Project X (ECP) funds, Tier 2 applicants may engage in a pre-application process
with Orange County Transportation Authority (OCTA) staff in order to assist
jurisdictions in project planning, proposal and cost estimate development, and
determination of likely projected competitiveness in the scoring criteria. The
pre-application timeframe is defined as the time between the initiation of the call for
projects (call) and one week prior to the application deadline date. Subsequent to
the call deadline, applicants will not be able to change the content of their
application or scope of the project.

Eligible Applicants

ECP funds can be used to implement street and highway-related water quality
improvement projects to assist Orange County cities and the County of Orange to
meet federal Clean Water Act standards for urban runoff. Applicants eligible for ECP
funds include the 34 Orange County cities plus the County of Orange. Eligible
applicants must meet the transportation requirements discussed in the
Measure M2 (M2) Ordinance.

For Tier 2 multi-agency collaborations, M2 eligible jurisdictions may partner with
other entities such as special districts and non-profits, but the lead agency must be
an M2 eligible jurisdiction.



Third parties, such as water and wastewater public entities, environmental resource
organizations, non-profit 501(c) environmental institutions, and homeowners
associations cannot act as the lead agency for a proposed project, however; these
agencies can jointly apply with an M2 eligible Orange County city and/or the County
of Orange._ Joint applicants must contribute to the project in some capacity
(monetary contribution, time contribution, etc.).

Two or more agencies may participate in a project. If a joint application among
agencies and/or third party entities is submitted, a preliminary agreement with joint
or third party entities must be provided as part of the application. In order to meet
M2 Ordinance requirements, an eligible applicant must be the lead agency for the
funding application. Per Chapter 9, if a project includes more than one jurisdiction
and is being submitted as a joint application, one agency shall act as lead agency
and must provide a resolution of support from the other agency._In addition, the
applicant shall provide a schedule by which the lead agency will obtain a final
agreement with a third party—must—-tbe—provided. The final agreement must be
executed prior to grantfundsbeingreteasedcontract award date.

Each eligible jurisdiction must meet the eligibility criteria as set forth in Chapter 1 of
the Combined Transportation Funding Program (CTFP) Guidelines. For example, to
apply for CTFP programs, local agencies must fulfill an annual eligibility process.
Eligibility packages are due to OCTA by June 30 of each year. The M2 Eligibility
Preparation Manual outlines the eligibility requirements in detail.

In order for an applicant to accept ECP funding for their proposed project, OCTA has
certain requirements that must be met. These requirements include adhering to the
OCTA CTFP Guidelines; meeting a ten-year BMP operations and maintenance (O&M)
commitment; and commitment to maintain and monitor the project commensurate
with the design life.

Project Programming

The Tier 2 Grant Program is designed to be consistent in terms of approach with
Chapter 2 of the CTFP Guidelines regarding the provisions below:

Program Consolidation
Sequential Programming Process
Funding Projections
Programming Adjustments
Project Cost Escalation

Project Readiness

Programming Policies

Schedule Change Requests
Project Advancements



| o Semi-Annual Review
Refer to Chapter 2 for explanation of the above provisions.
Funding Estimates

| The Tier 2 program wit—bewas funded beginning in winter 2012-13 using bond
financing revenues, with up to $38 million allocated through fiscal year (FY) 2014-15.
Beyond FY 2014-15, funding will be based on a pay-as-you-go basis. The maximum
amount that an individual project may receive of the initial $38 million in Tier 2

fundlng is capped at $5 million per prOJect—phase %Fejeets—mtlst—FeC—ave—a—mﬂmmﬁm

eﬁhe%%@i%—i%—er—%@i—?;—ﬂ_rél—?helior the second Tler 2 caII apprommatelv—e#
$24+7—_$25.3 million is expected to be availableinr—+¥—2613-14—and. jurisdictions

Applicants _may request allocation of funds in either FY 2013-14 or
FY 2014-15. Depending on the outcome of the first two Tier 2 calls, there may be
a third call if there are residual funds available after the first two calls.

| FY 20132-134 Tier 2 Implementation Timeline

The Tier 2 call will be open for 90 days. The FY 20123-134 Tier 2 applications must
be received by OCTA no later than 5:00 PM,
Septerber—40ctober xx, 20132. OCTA is seeking applications for projects,
which can be awarded no later than June 30, 20134 for the FY 20123-134 funding
cycle, or by June 30, 20145 for the FY 20134-145 funding cycle. Projects that do not
obligate funds by the dates/cycles listed above will not be considered. Funds
allocated by OCTA for each awarded project will be available on July 1 of that
funding cycle year.

After the Tier 2 applications are reviewed by OCTA, an advisory panel will review
and rank projects. Following review and recommendation by the Environmental
Cleanup Allocation Committee (ECAC), a recommended priority list of projects will be
forwarded to the OCTA Board of Directors (Board) for approval. Funds allocated for
projects are final once approved by the OCTA Board. No additional funds will be
allocated to the project. Grantees are responsible for any costs exceeding the
allocated amount.

Matching Funds

For the Tier 2 Grant Program, a minimum local match of 50 percent of the total
eligible project phase—cost is required. These matching funds can be provided by



cash contributions or in-kind services. Expenditures that are ineligible for grant
funding cannot be used as matching funds. Construction management and project
management cannot exceed 15 percent of eligible construction costs. Previously
completed phases of a project may not be attributed to the match. Prior
expenditures cannot be used as matching funds. In-kind services can include
salaries and benefits for employees who work directly on the project. In-kind
services for O&M cannot be pledged as a match.

Potential to reduce matching funds up to 2530 percent

) Project readiness (i.e., environmental [5-five percent], design [S5-five percent] or
right-of-way (ROW) acquisition (5-five percent) — up to 15 percent reduction
Note: 5 percent match reduction for ROW acquisition cannot be claimed if no
ROW acquisition is required for the project.

o 0&M commitment beyond ten years: Five years above commitment for a total
of 15 years (510 percent reduction) are-or ten years above commitment for a

total of 20 years (615 percent reduction) —tp-to-10%reduction

If a joint application among agencies and/or third party entities is submitted,
matching funds documentation must clearly identify the entity providing the funds
for each line item in the matching funds description. Additionally, preliminary
agreements are required to be submitted with the grant application that contains
the matching funds commitments from a supporting agency.

Applicants must submit a draft BMP O&M Plan covering a minimum of ten years
after project completion. The BMP O&M Plan must document (through a resolution)
project O&M financial commitment and sustainability for ten years and is subject to
an OCTA semi-annual (twice yearly) review process over the ten-year period. BMP
O&M costs cannot be used for the match or in-kind services. Applicants must include
as part of the O&M Plan, project assessment and monitoring of performance. A
documented 15- or 20-year draft BMP O&M Plan (submitted with application) will be
eligible for a 510 percent or 615 percent matching funds reduction, respectively.
Please refer to the County of Los Angeles Stormwater Best Management Practice
Design _and Maintenance Manual <http://dpw.lacounty.gov/DES/design_manuals/>

for guidance.

Refer to Chapter 10 for reimbursement details. Sufficient documentation including
council resolutions, purchase orders, invoices, and payroll records must be
submitted with the funding request to enable OCTA to verify total project
expenditures and eligible costs.

Matching rate commitments identified in the project grant application shall remain
constant throughout the project. Match rate commitments may not be reduced for
any reason.


http://dpw.lacounty.gov/DES/design_manuals/

Eligible Expenditures

. ECP funds are designed to fund capital improvements. Tier 2 funds are

designed to be strictly used for project construction costs, although up to
10 percent of total grant amount (i.e., funds requested) may be allocated to
preliminary project design, environmental, or engineering costs. Ner=capitat

. Tier 2 projects must meet the transportation nexus as outlined previously in
this chapter.

o Eligible jurisdictions may use in-kind services to meet all or part of the
matching funds requirement. These services can include salaries and benefits
for employees of the eligible jurisdiction who perform work on the project or
programs. Only those employees’ salaries and benefits working directly on
the project will be considered for the matching requirement. For Tier 2,
construction management and project management cannot exceed
15 percent of the total construction costs.

. ECP funds can only be used for facilities that are in public ownership for
public use; however, water quality improvements on private property, which
are connected to municipal separate storm sewer systems, are eligible (For
example, a homeowners association can apply for funding through an eligible
agency if the proposed project is connected to a public facility).

Ineligible Expenditures (including, but not limited to)

° Non-capital expenses for enhancements such as education, recreation, etc.,
are not eligible for Tier 2 grant funding

° Expenditures prior to letter agreement execution cannot be considered
eligible for funding or match

o Benches

o Landscaping not directly related to improving water quality

) Trails/sidewalks, unless contributing to water quality improvement
o Lighting




° O&A (as in-kind match)

o Planning activities beyond ten percent of grant request
. Replacement of existing water quality features
Overmatch

For the Tier 2 Grant Program, administering agencies may “overmatch” ECP projects
(up to 25 percent); that is, additional cash match dollars may be provided for the
project._ -Applicants will receive additional points in the evaluation process for over
matching with cash contributions. Proposals that exceed the 50 percent minimum
funding match will be given an additional one point for every five percent over the
minimum cash match (up to five bonus points)._ Overmatch must be a cash
contribution and cannot be from another competitive M2 grant program.

Additionally, administering agencies must commit to cover any future cost overruns
if the project is underfunded. Any work not eligible for ECP reimbursement must be
funded by other means by the project applicant and cannot count as match. These
non-eligible items should not be included in the cost estimate breakdown in the
application.

Expenditures incurred prior to letter agreement execution cannot be credited
towards the matching fund threshold.

Reimbursements

For the Tier 2 Grant Program, OCTA will release funds through two payments. The
initial payment will constitute 75 percent of the contract award or programmed
amount at time of award. OCTA will disburse the final payment, approximately
25 percent of eligible funds, after approval of the final report. Further information on
reimbursements can be located within Chapter 10 of the CTFP 2632 Guidelines.



Scope Reductions and Cost Savings

Any proposed scope reductions of an approved project must be submitted to OCTA
to ensure consistency with the Tier 2 Grant Program requirements. If the proposed
scope reduction is approved by OCTA, cost savings will be proportionally shared
between OCTA and the grantee. A reduction in ECP funds must be applied
proportionally to maintain the approved local match percentage. All cost savings will
be returned to the Tier 2 Grant Program for reallocation for the subsequent call-.

Tier 2 Selection Criteria

OCTA will evaluate all proposals that meet the mandatory prerequisites based on
competitive selection criteria with the following categories:

Problem and source identification
Project design

Project implementation and readiness
Project benefits

Performance metrics

Each proposal can receive a maximum of 100 points, exclusive of five bonus points
associated with a cash “overmatch,” which was discussed in a previous section. Tier 2
selection criteria include both technical scoring criteria —70 percent weighting — and
non-technical scoring criteria —30 percent weighting.

A focus on several overarching concepts is emphasized in the funding guidelines and
scoring criteria:

o Focus on a clear and measureable transportation nexus, defined as total lane
miles in the project catchment area, as defined by the Master Plan of Arterial
Highways

. Priority in the scoring criteria is given to projects in areas of highest water

quality need, as established by predicted pollutant loading, receiving water
monitoring, and the extent of impairment of receiving waters s (i.e., higher
priority given to 303(d) listed water bodies or project in a water quality plan)

o Quantification of project benefits where possible in terms of a load reduction
metric (pollutants or water volumes), expressed in terms of cost-benefit

o Emphasis on project readiness, and ability to leverage funding

. Emphasis on other regional and environmental benefits

. Emphasis on multi-jurisdictional and public benefits



Application Process

The following information, which is to be completed within the Tier 2 Grant
Application Form (Exhibit 12-2), is required by OCTA to evaluate and select projects.
A checklist is included in the Tier 2 Grant Application Form to assist eligible agencies
in assembling project proposals:

Project Title

Lead Agency Information

Joint-Application (if applicable)

Funding Request/Match Commitment

Proposed Schedule

Project Management

Integrated Regional Water Management Plan identification (if applicable)
Description of Proposed Project

Project Priority

Funding Cycle preference

Performance Metrics (Project Specific Information)
Funding Information

In addition, the following exhibits are required to be included within the submitted
proposal:

. Project design or concept drawings, including preliminary design calculations,
of proposed BMP

. Estimates of pollutant load reduction, calculated using Structural BMP
Prioritization Analysis Tool (SBPAT) or equivalent

o Precise maps to show tributary drainage area and proposed location(s) for

BMP installation

o Disposition of environmental clearance and permitting

. Discussion and disposition of long-term maintenance agreement

o Discussion of multiple benefits

. Discussion of funding leveraging/overmatch

. Digital project site photos

. A project master schedule

. Preliminary agreements with joint and/or third party entities if part of the
funding application

. A draft resolution (final due prior to OCTA Executive Committee and Board

approval)
. A ten-year draft BMP O&M Plan. Applicants may propose up to a 20-year
draft BMP O&M Plan (if applicant desires match reduction)

Information can be completed utilizing the grant application exhibit. For the Tier 2
| Grant Program, an unbound original and feu+two copies (total of fivethree) of the
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| completed application form and related exhibits are to be submitted, plus a CD/DVD
copy of the complete application. Use separate sheets of paper if necessary.

There is no maximum length for proposals. All pages must be numbered and printed

| on 8 1/2 x 11 sheets of white paper. Maps and drawings can be included on
11 x 17 sheets, folded into the proposal. The original proposal should be left
unbound for reproduction purposes.

Reporting and Reimbursement

The Tier 2 Grant Program is consistent with Chapter 10 of the CTFP Guidelines
regarding the process and requirements of reimbursements and reporting including
semi-annual reviews. Upon completion of project construction, a final BMP O&M Plan
is required to be submitted along with the final report.

Additionally, an exception to Precept #36 is as follows: Agencies may appeal to the
ECAC and the OCTA Board on any issues that the agency and OCTA cannot resolve.

Technical and/or Field Review

Once an agency submits a final report for a project, OCTA shall review the report for
compliance with the CTFP Guidelines and may conduct a field review. OCTA will use
the project cost estimate forms submitted with the application and revised where
appropriate, project accounting records and the final report as the primary items to
conduct the review. Agencies must maintain separate records for projects (i.e.,
expenditures, interest) to ensure compliance. Only CTFP eligible items listed on a
project's cost estimate form will be reimbursed. See Chapter 11 for independent
audit requirements beyond the technical and/or field review.

Additional Information

Completed applications and