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Introduction

THE FYO07-FY09 PERFORMANCE AUDIT OF THE ORANGE COUNTY TRANSPORTATION
AUTHORITY FOLLOWS STATE GUIDELINES FOR TDA AUDITS

« Triennial performance audits are a requirement for the continued receipt of State
Transportation Development Act (TDA) funds for public transit under California Public
Utilities Code (PUC) Section 99246.

«  This performance audit is administered by the Orange County Transportation Authority
(OCTA) and prepared by Booz Allen Hamilton Inc. in association with PMC. This report
represents the State-mandated performance audits of OCTA as the Regional
Transportation Planning Entity (RTPE) and as a transit operator. The audit covers the
period from July 1, 2006 through June 30, 2009 (i.e., FY07-FYQ09).

«  TDA performance audits of RTPEs and transit operators include:

— Assessments of compliance with applicable sections of the California PUC.
— Reviews of progress to implement prior audit recommendations.
— Recommendations of opportunities to improve efficiency and effectiveness.

* In addition, RTPE performance audits provide assessments of the efficiency and
effectiveness of the agency’s regional transportation planning and TDA administration

functions.

»  Operator performance audits also review performance trends and functional area
performance results.
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Introduction

THE OCTA AUDIT INCLUDED SITE VISITS, INTERVIEWS, AND DATA COLLECTION AND
ANALYSIS

« Background documents and other written information such as the following were collected

and reviewed:

Organization and staffing charts
Current OCTA Policies and
Procedures

OCTA Comprehensive Business Plans
OCTA Bus Satisfaction Survey, 2008
OCTA website: www.octa.net

Labor agreements in effect during the
audit period

Service providers’ operating contracts
and monthly reports

National Transit Database Reports,
FY06-FY09

State Controller Reports, FY06-FY09
Comprehensive Annual Financial
Reports, FY06-FY09

OCTA Adopted Budgets, FY06-FY10
CHP Terminal Inspections Certificates
TDA Guidelines

TDA claim files

Samples of operating statistics and
functional performance reports

Data provided by operating units to
support specific analyses

Service maps and brochures
FYO04-FYO06 performance audit report
and OCTA'’s response to prior audit
recommendations

«  The audit team also conducted on-site interviews with OCTA management and staff
responsible for administering, managing and operating the organization, its planning and
TDA administration functions, and its transit system and transit-support functions.

Performance Audit Report
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Introduction

THE PERFORMANCE AUDIT TEAM CONDUCTED INTERVIEWS WITH OCTA MANAGEMENT AND
STAFF, AND COMPLETED SITE VISITS FOR EACH OCTA FACILITY

KEY INTERVIEWS
(November 9-13, 2009 and December 7-9, 2009)

Chief Executive Officer
Deputy Chief Executive Officer
General Manager, Transit
Assistant General Manager, Transit
Executive Director, Development
Executive Director, External Affairs
Executive Director, Finance and Administration
Executive Director, Government Relations
Executive Director, Human Resources & Organizational Development
Executive Director, Internal Audit
Executive Director, Rail Programs
Director, Contracts Administration and Materials Management
Director, Highway Project Delivery
Director, Strategic Planning
General Manager, Treasury/Toll Roads
Manager, Accounting and Financial Reporting
Manager, Financial Planning and Analysis
Manager, Maintenance
Manager, Marketing
Manager, Regional Initiatives
Manager, Security and Emergency Preparedness
Manager, Service Planning and Customer Advocacy
Manager, Transit Program Management
Section Manager, Budget Activity Reporting/Performance Measures
Section Manager, Budget Development
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Introduction

THE PERFORMANCE AUDIT TEAM CONDUCTED INTERVIEWS WITH KEY OCTA MANAGEMENT
AND STAFF, AND COMPLETED SITE VISITS FOR EACH OCTA FACILITY (CONTINUED)

KEY INTERVIEWS (continued)
(November 9-13, 2009 and December 7-9, 2009)

Section Manager, Capital and Local Programs
Section Manager, Community Transportation Services Operations
Section Manager, Comprehensive Business Plans/Grants
Section Manager, Facilities Maintenance
Section Manager, Maintenance Resource Management
Section Manager, Planning and Analysis
Section Manager, Transit Systems Development
Section Manager, Transit Technical Services
Section Supervisor, Operations Training
Chief Information Officer
Senior Transportation Funding Analyst, Federal Relations

SITE VISITS AND BASE MANAGER INTERVIEWS

(December 7-9, 2009)

Anaheim Base (directly operated fixed route)
Construction Circle Base, Irvine (contracted demand response)?!
Garden Grove Base (directly operated fixed route)

Sand Canyon Base (directly operated fixed route)?

Santa Ana Base (directly operated fixed route)

1 Construction Circle did not open until July 2009.
2 All contracted services (fixed route and demand response) were operated from Sand Canyon during the performance audit period.
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Introduction...Agency Overview

OCTA SERVES AS BOTH THE REGIONAL TRANSPORTATION PLANNING ENTITY AND THE
PRIMARY TRANSIT SERVICE PROVIDER IN ORANGE COUNTY

« OCTA was established by state law on June 20, 1991 to consolidate the transportation
planning and operating agencies within Orange County.

«  OCTA works with federal, state, regional and local agencies to plan, fund, implement and
maintain transportation programs and services throughout Orange County. It is
responsible for providing coordinated, effective, and accountable multimodal transportation
services within Orange County. These services include countywide bus and paratransit
service, Metrolink rail service, the 91 Express Lanes, freeway, street and road
improvement projects, motorist aid services, and regulation of taxi operations.

«  With its creation, the Authority assumed the responsibilities of several formerly separate
agencies: the Orange Country Transportation Commission (OCTC), the Orange County
Transit District (OCTD), the Consolidated Transportation Services Agency (CTSA), the
Service Authority for Freeway Emergencies (SAFE), the Orange County Local
Transportation Authority, and the Orange County Congestion Management Agency (CMA).
OCTA is also the Orange County Service Authority for Abandoned Vehicles (SAAV), which
was established subsequent to the consolidation.

» The remainder of this chapter provides an overview of OCTA in the context of its regional

transportation planning and transit service delivery responsibilities. It also discusses key
initiatives, accomplishments and challenges during the performance audit period.
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Introduction...Agency Overview

OCTA IS CURRENTLY ORGANIZED IN NINE DIVISIONS REPORTING TO THE CEO

OCTA
Board of Directors

Deputy Chlgf Executive Chief Executive Officer - -1 Executive D|re<_:tor
Officer Internal Audit

Executive Director Executive Director

General Manager Transit )
9 Development Rail Programs

. . Executive Director . . . A
Executive Director Executive Director Executive Director
Finance & Administration quap Resources & External Affairs Government Relations

Organizational Development

. The Executive Office provides management direction to all OCTA divisions and programs and
implements the Board of Director’s policy directives.

. Internal Audit, which reports to the Board with a dotted line report to the CEO, examines financial,
administrative and operational issues and provides information to assist with asset and operations control.

. Transit delivers fixed route bus and paratransit services for Orange County.
. Development provides planning, funding strategies, and delivery of regional transportation projects.

. Rail Programs provides rail capital project delivery, local initiatives, rail operations and service planning,
and transit facility capital projects.

. Finance and Administration conducts OCTA's fiduciary and administrative activities.
. Human Resources & Organizational Development provides employee development and welfare.

. External Affairs provides public communications, marketing, customer relations, and local government
relations services.

. Government Relations develops and maintains relationships with the public, legislative bodies and
governmental and regulatory agencies.
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Introduction...Agency Overview
OCTA’S POLICIES ARE ESTABLISHED BY AN 18-MEMBER BOARD OF DIRECTORS

« OCTA’s 18-member Board of Directors includes 17 voting members, who are the five
county supervisors, ten city members, and two public members. The District 12 Director of
the California Department of Transportation (Caltrans) is a non-voting member.
Supervisors serve 4-year terms; public members are appointed for four years. City
members’ terms are determined by the Orange County Selection Committee.

 Board members serve on standing committees that reflect the Authority’s roles and
responsibilities:

- Executive — develops policy and strategy recommendations.

- Finance and Administration — provides recommendations on financial and
administrative matters, including human resources, risk management, and
information systems.

- Legislative and Communications — recommends strategies and action plans to
advance OCTA priorities at the local, state, and federal levels of government, and
guidance on communications, community and customer relations, and marketing.

- Highways — reviews the planning, programming, and delivery of regional planning
and highway programs; provides recommendations on OCTA’s compliance with
federal and state regional planning and programming requirements, and local
agency eligibility and compliance with Measure M safeguards and requirements.

- Transit — provides recommendations on bus and commuter rail operations.

- Transportation 2020 Committee — develops policy recommendations and
monitors implementation of Renewed Measure M and goods movement issues.
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Introduction...Agency Overview
OCTA’S BOARD MEMBERS ALSO REPRESENT THE AUTHORITY IN OTHER ORGANIZATIONS

« Board members are active on multi-agency advisory committees where OCTA has an
interest, such as:

- State Route 91 Advisory Committee, which also includes representatives from
the Riverside County Transportation Commission (RCTC), Caltrans, and the San
Bernardino Associated Governments.

- Riverside Orange Corridor Authority, which is charged with geotechnical
studies for a proposed transportation and utility corridor linking Riverside and
Orange Counties and also includes representatives from the Foothill/Eastern
Transportation Corridor Agency, RCTC, and Caltrans.

+ Board members also represent OCTA and its interests on a number of regional
organizations and committees, including the Orange County Council of Governments,
California Association of Councils of Government, Southern California Regional Rail
Authority, LOSSAN Corridor Agency, SCAG Regional Council, SCAG Transportation and
Communications Committee, SCAG Regional Transportation Agencies Coalition, South
Coast AQMD Mobile Source Review Committee, Task Force on Measure M Subsidy for
Senior Citizens and Disabled.
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Introduction...Agency Overview

AS THE REGIONAL TRANSPORTATION PLANNING ENTITY, OCTA IS RESPONSIBLE FOR
REGIONAL TRANSPORTATION PLANNING AND TDA ADMINISTRATION

« Asthe RTPE, OCTA is responsible for regional transportation planning and for
administering the Local Transportation Fund (LTF) and the State Transit Assistance Fund
(STAF) and allocating those funds to eligible claimants.

« Financial Planning & Analysis staff administer the TDA program. They prepare
apportionments, maintain data on allocations and claims, assist claimants in preparing
claims and amendments, review claims and amendments for eligibility, compliance and
funding, obtain Board approval of TDA claims, and prepare and update allocation
instructions and payment schedules for the County Controller.

» Accounting & Financial Reporting staff are responsible for preparing the drawdown and
reimbursement requests that are submitted to the County Auditor-Controller for payment.

« The TDA-mandated triennial performance audits are managed by Internal Audit.
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Introduction...Agency Overview
OCTA ADMINISTERS FUNDING FROM NINE MAJOR FUNDING SOURCES

* As part of its administrative responsibilities, OCTA sets programming policies for nine
federal, state and local funding sources:

—  State sources include the State Transportation Improvement Program (STIP),
Proposition 1B, and TDA Article 3.

- Federal sources include the Regional Surface Transportation Program (RSTP),
Congestion Mitigation and Air Quality (CMAQ) Improvement Program,
Transportation Enhancements (TE), and American Recovery and Reinvestment
Act (ARRA)

- Local sources include expiring Measure M and Renewed Measure M (M2).

* InJune 2009, OCTA updated its state and federal programming policies to recognize both
the significant new funding sources (Renewed Measure M, Proposition 1B, ARRA) and the
revenue shortfalls that had materialized since the Comprehensive Funding Strategy and
Policy Direction was adopted in 2006. Three programming policy changes were made:

— TDA Article 3 bicycle/pedestrian funds were reprioritized (consistent with TDA
regulations) to make them available first to cover bus operations.

- Bicycle/pedestrian improvements were made the first priority for the 1% set-aside
in Federal Section 5307 urbanized area formula funds, to be allocated though a
competitive call for projects.

- Eligible uses of CMAQ funds were expanded to include operating assistance for
new and expanded rail and bus operations, and specifically for the Metrolink
Service Expansion Program and Bravo! rapid bus service.
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Introduction...Agency Overview

MEASURE M AND RENEWED MEASURE M ARE FUNDING SIGNIFICANT, KEY
TRANSPORTATION PROGRAMS IN ORANGE COUNTY

« OCTA administers Measure M, the funding for freeways, streets and roads, and additional
bus and rail services that Orange County voters approved in 1990 and which expires in
2011. By a vote of 69.7%, voters approved the Renewed Measure M Transportation
Investment Program (M2) in November 2006, extending the half-cent sales tax to provide
transportation improvements for another 30 years, through 2041.

+ The Renewed Measure M Transportation Investment Plan called for a number of major
transportation improvements in Orange County, including:

Freeway Projects: lane, interchange, and access improvements for |-5, SR 22,
SR 55, SR 57, SR 91, 1-405, and I-605, as well as ongoing support for the
Freeway Service Patrol incident management program.

Streets and Roads Projects: projects to improve the capacity of Orange
County’s system of streets and roads, a regional traffic signal synchronization
program, and flexible funding to help local jurisdictions with ongoing street repairs.
Transit Projects: high-frequency Metrolink commuter rail service, Go Local fixed
guideway and bus/shuttle transit extensions to Metrolink, conversion of Metrolink
stations to regional gateways, funding for transit services to meet the needs of
seniors and persons with disabilities, community-based transit/circulator services,
and improvements to transit stations/stops.

Environmental Cleanup Projects: projects to help protect Orange County’s
waterways and beaches from environmental hazards.
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Introduction...Agency Overview
OCTA ADMINISTERS MEASURE M AND RENEWED MEASURE M FUNDING PROGRAMS

+ Soon after M2 was approved, the Board requested a five-year early action plan, to
advance implementation of M2 programs in 2007-2012. With input from city officials and
key stakeholders, staff developed the Early Action Plan (EAP), which the Board approved
in July 2007. The EAP identifies nine objectives to advance M2 implementation, including
five projects to be under construction before revenues begin to be collected in 2011.

*  One percent of M2 funds are dedicated to oversight and audits, to ensure public disclosure
of all expenditures and any changes to the plan. Staff also report quarterly on the status of
each EAP project; that information is readily available at www.octa.net/M2ProjectUpdates.

* In November 2009, the CEO reported to the 2020 Transportation Committee that sales tax
projections were 40% lower than originally anticipated. Based on the State Board of
Equalization’s projections of taxable sales growth rate, augmented by forecasts from
Chapman University, UCLA and Cal State (Fullerton), the first 12 months of M2 revenues
are projected to be more than $100 million less than 2005 nominal revenue estimates.
Nominal M2 sales tax revenue over the 30-year life of the program is projected to be $14.3
billion lower than the 2005 estimate of $24.3 billion.

*  While delivery of all EAP objectives remains largely on schedule, adjustments have been
necessary (e.g., substitute M2 Tax-Exempt Commercial Paper for $22 million of M1 funds
for Orange Freeway improvements). Freeway project delivery schedules and financial
capacity are also being re-evaluated to balance commitments to complete conceptual
engineering against the availability and schedule impacts of construction funding.
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Introduction...Agency Overview

OCTA HAS ACQUIRED NEW FUNDING SOURCES AND REPRIORITIZED EXISTING FUNDING

SOURCES

«  The same month that Orange County voters approved M2, California voters passed
Proposition 1B, a statewide, $19.9 billion bond initiative to invest in transportation
improvements. Over the last three years, OCTA has acquired $686 million in Proposition
1B funding through seven programs:

Trade Corridors Improvement Fund ($217 million)

Corridor Mobility Improvement Account ($284 million)

Public Transportation, Modernization, Improvement and Service Enhancement
($54 million)

Traffic Light Signal Synchronization ($4 million)

State-Local Partnership Program ($12 million)

Transit System Safety Security & Disaster Response Account ($7 million)
Highway-Railroad Crossing Safety Account ($8 million).

«  OCTA obtained $212 million in funding from the American Recovery and Reinvestment Act
of 2009 (ARRA), including $76 million for transit capital and operating assistance, $1.2
million for rail, $37 million for local projects, and $97.8 million for highways.

* As noted earlier, OCTA revised the Comprehensive Funding Strategy and Policy Direction
in June 2009, with the objectives of achieving on-time, efficient project delivery and
maximizing the use of available funding within funding constraints.

Performance Audit Report -13 Booz Allen Hamilton / PMC



Introduction...Agency Overview

THROUGH ITS REGIONAL TRANSPORTATION PLANNING RESPONSIBILITY, OCTA SUPPORTS
AND MAKES THE PUBLIC AWARE OF TRANSPORTATION AND TRAVEL ALTERNATIVES

*  During the performance audit period, OCTA conducted two regional planning studies:

—  The South County Major Investment Study (MIS), which was completed in October
2008, defined a Locally Preferred Strategy (LPS) of transportation improvement
projects and concepts designed to improve mobility in south Orange County by
identifying the region’s long-term transportation needs and developing a broad
range of potential improvement alternatives that were narrowed down to create the
LPS.

— The OC/LA Intercounty Transportation Study, completed in July 2008, identified
transportation needs in the border area, coordinated cross-border planning and
developed transportation improvements to enhance cross-border connections.

+ OCTA also initiated the Central County MIS, for a part of the county where travel demand
is outpacing transportation capacity. The study will define a locally preferred strategy to
help guide transit, street and freeway enhancements in Central Orange County

« Orange County’s current long range transportation plan (LRTP), New Directions, was
adopted in 2006. The 25-year plan guides transportation investments using goals and
strategies based on growth forecasts, travel demand models, revenue forecasts, and policy
direction, and includes both constrained and unconstrained programs of projects. Because
the LRTP provides input to SCAG’s Regional Transportation Plan, it is updated on a four-
year cycle. The 2010 update will address SB 375 land use and greenhouse gas
requirements and is expected to be adopted in late 2010.
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Introduction...Agency Overview

AS A TRANSIT AGENCY, OCTA PROVIDES FIXED ROUTE AND DEMAND RESPONSE SERVICE IN
ORANGE COUNTY

« OCTA provides bus and paratransit services in a service area that covers about 798
square miles, serving over 3 million residents in 34 cities and unincorporated areas.

« OCTA provides five main types of fixed route services:
— Local Bus Routes: 42 routes that provide local coverage within Orange County.
— Community and Shuttle Routes: 15 routes that serve particular communities.

— Intracounty Express Routes: 5 routes that provide high speed service within Orange
County.

— StationLink Metrolink Rail Feeder Routes: 13 routes that provide feeder service to
and from designated Metrolink commuter rail stations in Orange County.

— Intercounty Express Routes: 5 routes that provide high speed service between
Orange County and Los Angeles, Riverside, and San Bernardino counties.

« OCTA also provides ACCESS service, which is complementary paratransit service for
persons with disabilities that complies with the requirements of the Americans with
Disabilities Act (ADA).

« OCTA provides fixed route and ACCESS service seven days a week; service days and

hours vary by route. All vehicles used in revenue service are accessible to persons with
disabilities.

Performance Audit Report [-15 Booz Allen Hamilton / PMC



Introduction...Agency Overview
MOST OF OCTA’S TRANSIT SERVICES ARE DIRECTLY OPERATED BY OCTA

 In FYO09, about 93% of OCTA'’s fixed route service miles were directly operated by OCTA;
the remaining 7% were provided by a private contractor, MV Transportation. OCTA’s
ACCESS service is also operated by a private contractor, Veolia Transportation.

+ Directly operated services are operated from bases in Anaheim, Garden Grove, and Santa

Ana:

— Each base has a vehicle operations group that includes a base manager, supervisors,
coach operators, field operations personnel, training personnel, window dispatchers,
and office specialists.

— Each base also has a vehicle maintenance function that includes a base manager, a
section manager, maintenance supervisors, and vehicle maintenance personnel.

Each location also has a parts storage room, which is managed separately by OCTA’s
Contracts Administration and Materials Management (CAMM) Department.

— Facilities maintenance, maintenance resource management, and transit technical
services (fleet analysis) work primarily at the OCTA headquarters building. Fareboxes
are vaulted at each base; revenue is collected, counted and deposited by a contractor.

—  Central Communications is conducted at Garden Grove. Heavy maintenance is
conducted at Santa Ana.

+  Contracted fixed route and ACCESS services operate from two OCTA-owned facilities in
Irvine.
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Introduction...Agency Overview
OCTA IMPLEMENTED A FARE INCREASE IN JANUARY 2009

* In November 2008, the OCTA Board adopted a new fare structure that was implemented
on January 4, 2009. OCTA's fares were last increased in January 2005.

«  OCTA increased the cash fare by 20%, from $1.25 to $1.50. Higher one-way cash fares of
$3.00 or $4.50 (previously $2.50 or $3.75) apply to express routes.

«  With the January 2009 fare increase, prices were raised, but no other changes were made
to the fare structure. The prices of other fare products increased as follows:

- One-Day Pass: $4.00 (previously $3.00)

- 30-Day Pass: $55.00 (previously $45.00)
- 7-Day Pass: $20.00 (previously $15.00)
- 15-Day Pass: $35.00 (previously $26.00)
— Pack of 10 pre-paid Day Passes:  $36.00 (previously $27.00)

Higher pass fares apply on express routes.

* Seniors (ages 65 and older), persons with disabilities, and Medicare cardholders quality for
reduced fares. Youth (ages 7 to 18) qualify for reduced fares for certain pass types.
College/university and employer pass programs are also available.

«  OCTA completed a fare integration study, with a final report issued in July 2009 just after
the end of the performance audit period. The study included recommendations to improve
intra- and inter-county fare integration. OCTA is considering whether and how to
implement them.
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Introduction...Agency Overview
OCTA DEVELOPED NEW BUS SERVICE DESIGN GUIDELINES AND STANDARDS

* OCTA Bus Service Guidelines and Performance Goals was prepared in December 2008 to
update standards that had last been updated in 1994. The guidelines set standards for
passenger loadings, bus schedule frequency, and service levels and design, and goals to
prioritize the allocation of resources, gauge the effectiveness of bus route design, assess
the need for design changes, and determine the amount of service that can be operated.

« OCTA's previous service standards used a single measure (productivity, defined as
passengers per revenue vehicle hour) of performance effectiveness. Since that time, the
Orange County transit markets and OCTA's services have changed. Bus services now
include local, express, community and feeder routes, as well as special event, shuttle,
circulator, and for the future, BRT services. In addition to productivity, the new guidelines
incorporate occupancy and recovery to evaluate route effectiveness in a way that
recognizes the diversity of OCTA'’s services.

+ The metrics are consolidated to create a Service Performance Index (SPI) to rank services
relative to each other. Routes with an SPI of 70% or less of the index average for the
service type (or 50% of the index average for routes that have been in operation less than
two years) are flagged for further study and potential adjustments.
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OCTA’S BIGGEST RECENT CHALLENGES HAVE RESULTED FROM FUNDING SHORTFALLS

* Largely as a result of the economic downturn, OCTA'’s funding picture changed
substantially late in the audit period. In particular, sales tax revenues are down
significantly, impacting the funding that is provided for transit by the TDA as well as key
programs that are funded by M2. With the State’s budget crisis, the State has suspended
State Transit Assistance (STA) funds, resulting in a loss of approximately $95 million.

* Federal transportation funding programs have also been impacted. The Congress has not
passed legislation to renew SAFETY-LU, the primary source of federal transportation
funding, which expired in September 2009.

* Intransit operations, funding reductions have forced OCTA to increase fares, reduce
service, lay-off staff, and stretch available resources to use them more efficiently:

- Since June 2008, when service levels peaked, OCTA has reduced service by
almost 394,000 annualized service hours. The most recent reduction was
implemented on March 15, 2010, when almost 152,000 annualized hours were
removed from service.

- From the time OCTA began reducing service, in September 2008, through the end
of the performance audit period, in June 2009, 104 operator, mechanic and
service worker positions were eliminated. Another 75 positions were eliminated in
September 2009, and 246 positions were planned to be eliminated with the March
2010 service reduction.
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Introduction...Agency Overview

OCTA’S BIGGEST RECENT CHALLENGES HAVE RESULTED FROM FUNDING SHORTFALLS
(CONTINUED)

« OCTA maintained a high level of transparency in making major transit service reductions.
The agency created a dedicated website (www.octa.net/marchchange) and developed a
public outreach program to provide information on proposed changes and solicit public
comments. Comments were collected and summarized by Customer Service and shared
with staff and Board members as part of the decision making process, which also included
a public hearing with the Board of Directors. OCTA carefully documented the alternatives
that were considered and the changes that were made in response to public comments.
The documentation demonstrates that OCTA responded to public input by phasing the
service cuts, retaining night owl services and daily service spans, maintaining geographic
coverage on weekdays, and minimizing impacts for ACCESS users, while shortening
certain routes to improve efficiency.

«  Economic conditions have not only impacted bus riders. Traffic volumes on the 91 Express
Lanes, and associated toll revenues, were also down at the end of the performance audit
period.
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OCTA HAS ALSO TAKEN STEPS BEYOND SERVICE REDUCTIONS TO ADDRESS THE FUNDING
CHALLENGES

* In addition to cutting costs by reducing service, OCTA recognized the need for a wholesale
reevaluation its transit services and the way they are delivered. OCTA issued a Request
for Proposals for a system-wide transit study, with the stated purpose of evaluating and
improving fixed route and paratransit services, to develop a service implementation plan for
cohesive, efficient, effective and sustainable service.

* In addition to layoffs tied to service reductions, the FY10 budget also includes wage and
hiring freezes for administrative employees, eliminates merit increases, and reduces paid
holidays. By June 2010, 46 administrative positions are scheduled to be eliminated.
Despite these steps, OCTA projected a $30 million-plus operating deficit, and a revenue
shortfall of $330 million over five years.

« OCTA has also worked to defer capital projects (e.g., an order of 30-foot buses was
cancelled) and utilize Federal stimulus dollars for operations. The Authority has been
successful in pursuing and obtaining competitive discretionary grant funding, including the
$76 million in ARRA funds for transit capital and operating assistance.

* As noted earlier, the Board approved a funding policy in June 2009 that prioritizes TDA

Article 3 (bicycle/ pedestrian) funds for transit operators as long as the State continues to
divert STA funds, reallocating $4 million from bikeways to buses.
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Introduction...Agency Overview

OCTA’'S TRANSIT DIVISION HAD SOME NOTABLE ACHIEVEMENTS DURING THE
PERFORMANCE AUDIT PERIOD

« OCTA's fixed route ridership set a record in October 2008, with nearly 6.4 million
boardings. Like transit agencies throughout the country, high fuel prices at that time
induced significant ridership increases.

«  OCTA operates both liquefied natural gas (LNG) and compressed natural gas (CNG)
vehicles. The 299 CNG vehicles purchased during the audit period comply with emissions
regulations and are replacing diesel powered buses. OCTA installed new CNG fueling
stations at each of its fixed route facilities, and trained its operations and maintenance
personnel on the new CNGs. OCTA also rehabilitated 228 LNG-powered buses vehicles
to extend their useful lives and procured 200 new cutaway vehicles for ACCESS service.

*  New computer systems and applications were introduced, and more are planned:

— Ellipse, an integrated maintenance management system that interfaces with the
accounting, payroll, and fluid management systems, went live in June 2007.
There was a challenging transition period while staff were trained on the software,
but Ellipse now allows for improved and more efficient reporting capabilities.

— Additional new computer applications introduced during the audit period include
budget activity reporting, budget line item tracking, and maintenance payroll.

— Implementation of Automatic Passenger Counters (APCs) continued and a new
version of HASTUS scheduling software was introduced. OCTA is planning a new
radio system, real-time passenger information, and smart card-based fare
technology.
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THE TRANSIT DIVISION ALSO HAD OTHER CHALLENGES DURING THE AUDIT PERIOD

+ Despite achieving record ridership in October 2008, fixed route ridership declined overall
during the audit period. Ridership was impacted by service reductions, a strike, and fare
increases, but also by the decline in the overall economy. OCTA'’s ridership is driven by
employment, so as the unemployment rate in Orange County increased, OCTA
experienced ridership losses.

»  Customer complaints increased almost 62% during the performance audit period, but
especially in FY09, in response to service reductions and the fare increase.

« OCTA's contractor for ACCESS paratransit services struggled with on-time performance

during the early part of the audit period, and liquidated damages were assessed. Changes
were made in contractor management, and performance has improved.
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THE REST OF THE PERFORMANCE AUDIT REPORT IS ORGANIZED INTO FIVE CHAPTERS

« Il. Compliance Review assesses OCTA’s compliance with specific PUC requirements
and summarizes the status of prior audit recommendations.

« lll. Management Control and Reporting examines the management controls and
performance monitoring systems in place to help reach OCTA’s goals and objectives.

« IV. RTPE Functional Review addresses the RTPE activities performed by OCTA.
« V. Operations Performance Trends and Functional Review examines systemwide and
modal performance trends, including TDA key performance indicators as well as major

functional areas: transportation, maintenance, and administration.

« VI. Recommendations, which outlines recommendations and potential implementation
strategies for OCTA to capitalize on improvement opportunities.
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. COMPLIANCE REVIEW




Compliance Review

THE COMPLIANCE REVIEW ASSESSES COMPLIANCE WITH PUC REQUIREMENTS AND
IMPLEMENTATION OF PRIOR AUDIT RECOMMENDATIONS

« This chapter describes activities conducted by OCTA as a planning entity and OCTD as an
operator to comply with PUC regulations and to implement the recommendations of the
previous performance audit.

 PUC requirements verified as part of this performance audit include the compliance
requirements for RTPEs and transit operators stipulated in the TDA Performance Audit
Guidebook for Transit Operators and Regional Transportation Planning Entities (2008).
Compliance for each requirement has been assessed as follows:

—  fully compliant
— partially compliant, with additional actions required to achieve full compliance
— not applicable.

« Although OCTA is in full or partial compliance with PUC requirements, actions are
recommended in some areas to improve compliance.

 The review of OCTA's progress to implement prior audit recommendations is summarized
at the end of this chapter and detailed in the appendix to this report.
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Compliance Review...PUC Requirements

OCTA IS IN COMPLIANCE WITH APPLICABLE PUC AND CAC REQUIREMENTS SPECIFIED IN

STATE PERFORMANCE AUDIT GUIDELINES FOR RTPES

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

OCTA Compliance Actions

Fully Compliant. Personnel in Financial Planning & Analysis
who are responsible for TDA review the claims and ensure
that allocations do not exceed amounts authorized through
current year apportionments and prior year capital reserves.
There are several steps in the claims approval process,
including initial approval by the Manager of Comprehensive
Business Plan/Grants, in Financial Planning & Analysis, then
review and approval by the Manager of Financial Planning &
Analysis. The claims are finally reviewed and approved by
the Executive Director of Finance and Administration.
Financial Planning & Analysis maintains a spreadsheet that
projects monthly revenue distribution and allocations by area
of apportionment and claimant.

Reference RTPE Compliance Requirements
PUC Section All transportation operators and city or county governments
99231 which have responsibility for serving a given area, in total,

claim no more than those LTF monies apportioned to that
area.
Performance Audit Report -2
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference

RTPE Compliance Requirements

OCTA Compliance Actions

PUC Sections
99233 and 99234

The RTPE has adopted rules and regulations delineating
procedures for the submission of claims for facilities provided
for the exclusive use of pedestrians and bicycles (i.e., Article
3).

Fully Compliant. As generally described in the internal
OCTA document “TDA Guidelines for Administration of the
Act and Preparation of Local Transportation Fund Claims and
State Transit Assistance Fund Claims,” after LTF funds are
apportioned to OCTA for TDA administration and to OCTA
and SCAG for planning and programming, up to 2% of the
balance is set aside for allocation to the bicycle and
pedestrian facilities (BPF) program. However, since FY 1996-
97, the BPF program, with approval of the OCTA Board of
Directors, has been supplanted by the Bus Stop
Accessibilities (BSA) program to make all bus stops in Orange
County accessible to persons with disabilities. Staff indicated
that the BSA program was completed during the audit period.
While future apportionments should revert back to the BPF
program, an updated policy was approved by the Board in
June 2009 that prioritizes Article 3 funds for transit operations
as long as the State continues to divert STA funds for other
purposes. The last BPF call for projects was conducted in
FYO7; projects were adopted by the Board in January 2008
for FY08-FY10. While Article 3 funds are not available for the
BPF program, the Board has authorized FTA 5307 set-aside
funds (1%) and some TDA reserve funds to be used for
bicycle/pedestrian projects through a competitive call for
projects.

Recommendation: OCTA'’s current TDA guidelines do not
include a description of the BPF allocation process and
procedures for evaluating claims. Compliance could be
improved by adding a description of the allocation process
and the updated Article 3 policies to the guidelines.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference RTPE Compliance Requirements OCTA Compliance Actions
PUC Sections The RTPE has established a Social Services Transportation Not Applicable. PUC 99238 specifies that a SSTAC is not
99238 and Advisory Council (SSTAC). The RTPE must ensure that there | required in a county that had a population of 500,000 or more
99238.5 is a citizen participation process, which includes at least an as of the 1970 federal decennial census. However, in lieu of
annual public hearing. an SSTAC, OCTA sponsors a citizen-based Special Needs in

Transit Advisory Committee (SNITAC). The 34-member
committee advises OCTA on its special needs transit service
for persons with disabilities. SNITAC members serve three-
year terms. Members are appointed by the Board of Directors.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference RTPE Compliance Requirements OCTA Compliance Actions
PUC Section The RTPE has annually identified, analyzed, and Fully Compliant. Actions have been taken by OCTD and
99244 recommended potential productivity improvements, which Laguna Beach Transit to implement the prior audit
could lower the operating cost of those operators which recommendations. In addition, OCTA requires operators to
operate at least 50% of their vehicle service miles within the submit 15 transit performance measures by mode for a
RTPE’s jurisdiction. Recommendations include, but are not running three year period in their TDA claims. These data are
limited to, those made in the performance audit. available to monitor each operator’s performance trends.
» A committee for the purpose of providing advice on To manage costs and to improve the efficiency and
productivity improvements may be formed effectiveness of the bus service, OCTA established bus

service performance targets in its Comprehensive Business
Plan. These targets assist staff in better understanding
business practices and identify areas that need improvement,
and have led to the development of the Performance
Measurement Report that is presented to executive
management each month and to the Board of Directors on a
quarterly basis.

* The operator has made a reasonable effort to implement
improvements recommended by the RTPE, as determined
by the RTPE, or else the operator has not received an
allocation that exceeds its prior year allocation.

Two standing citizens committees provide input on transit
issues. The Special Needs in Transit Advisory Committee
advises on transit and paratransit services; the Citizens
Advisory Committee meets on various transportation issues
including transit and highways. OCTA staff also support the
Transit Committee that advises the full board on transit
issues.

With the current need to respond to on-going funding
shortfalls, OCTA and OCTD have made and continue to make
adjustments to manage and reduce operating costs.

Recommendation: This section requires the RTPE to
determine whether operators have made reasonable efforts to
implement prior audit recommendations. OCTA should
require operators to submit status updates on audit
recommendations with their TDA claims.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference

PUC Section
99245

RTPE Compliance Requirements

The RTPE has ensured that all claimants to whom it allocated
TDA funds submit to it and to the State Controller an annual
certified fiscal and compliance audit within 180 days after the
end of the fiscal year (i.e., by December 30. However, the
responsible entity may grant an extension of up to 90 days, as
it deems necessary).

OCTA Compliance Actions

Fully Compliant. OCTA provided letters to the State
Controller to verify submittal of annual certified fiscal and
compliance audits for claimants of Article 3, Article 4 and
Article 4.5 funds. Each letter was submitted within the 180-
day timeline or shortly thereafter, and accompanied by the
audit reports.

FYO07: submitted on Dec 28, 2007
FY08: submitted on Dec 30, 2008
FY09: submitted on Dec 30, 2009

PUC Sections
99246 and 99248

The RTPE has designated an independent entity to conduct a
performance audit of operators and itself (for the current and
previous triennia). For operators, the audit was made and
calculated the required performance indicators, and the audit
report was transmitted to the entity that allocates the
operator’'s TDA money, and to the RTPE within 12 months
after the end of the triennium. If an operator’s audit was not
transmitted by the start of the second fiscal year following the
last fiscal year of the triennium, TDA funds were not allocated
to the operator for that or subsequent fiscal years until the
audit was transmitted.

Fully Compliant. The FY04-FYO06 Triennial Performance
Audits were conducted by an independent entity. They were
completed in May 2007, within 12 months after the end of the
audit period.

The FY07-FY09 Triennial Performance Audits are also being
conducted by an independent entity and are expected to be
completed on-time.

With one exception, the operator audits for both audit cycles
calculate the required TDA performance indicators. It is noted
that the prior performance audit did not calculate vehicle
service hours per employee for OCTA’'s ACCESS service.

PUC Section
99246(c)

The RTPE has submitted a copy of its performance audit to
the Director of the California Department of Transportation. In
addition, the RTPE has certified in writing to the Director that
the performance audits of operators located under its
jurisdiction have been completed.

Fully Compliant. OCTA provided a transmittal letter to the
Caltrans Division Chief, Mass Transportation, dated June 25,
2007, to verify that the OCTA audit was submitted and the
operator audits were completed. In fact, OCTA submitted all
three audits to Caltrans.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference

PUC Section
99246(d)

RTPE Compliance Requirements

The performance audit of the operator providing public
transportation services shall include a verification of the
operator’s cost per passenger, operating cost per vehicle
service hour, passengers per vehicle service mile, and vehicle
service hours per employee, as defined in Section 99247.

The performance audit shall include consideration of the
needs and types of passengers being served and the
employment of part-time drivers and the contracting with
common carriers of persons operating under a franchise or
license to provide services during peak hours, as defined in
subdivision (a) of Section 99260.2.

OCTA Compliance Actions

Fully Compliant. The current Triennial Performance Audits
of Orange County Transit District (OCTD) and Laguna Beach
Municipal Transit Lines (LBMTL) include the required five key
performance measures.

Both transit operators included in the performance audit
program provide service to the general public and are not
precluded from employing part-time drivers or contracting
service during peak hours.

PUC Sections
99270.1 and
99270.2

The RTPE has established rules and regulations regarding
revenue ratios for transportation operators providing services
in urbanized and newly urbanized areas.

Not Applicable. The provisions of the referenced PUC
sections do not pertain to Orange County. One provision
applies to a “blended” revenue ratio if the operator serves
both urban and rural areas; the other provision pertains to
newly urbanized areas. However, OCTA’s TDA Guidelines do
establish rules for revenue ratios for the transit operators.
OCTD is subject to a 20% farebox recovery ratio and a
24.42% local support ratio (the ratio in FY79). LMBTL is not
subject to these ratios but must qualify under the 50%
expenditure limitation provision of the TDA.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference

PUC Section
99275.5

RTPE Compliance Requirements

The RTPE has adopted criteria, rules, and regulations for the
evaluation of claims filed under Article 4.5 of the TDA and the
determination of the cost effectiveness of the proposed
community transit services.

OCTA Compliance Actions

Partially Compliant. OCTD is the designated Consolidated
Transportation Service Agency (CTSA) for Orange County
and the only eligible claimant of Article 4.5 funds. OCTD
claims these funds for CTSA-related programs including
ACCESS Paratransit and Special Agency Transportation
services and the Senior Mobility Program (SMP). Under the
SMP, OCTA has entered into cooperative agreements with 18
cities and 3 eligible non-profit agencies in Orange County to
transfer Office of Aging funds and LTF Article 4.5 funds to
these agencies to enable them to provide accessible senior
transportation services. The city or non-profit agency must
provide a local match of 20% of the funds provided by OCTD.
OCTA'’s TDA Guidelines provide a description of the
evaluation criteria that OCTA must use to make annual
findings prior to approving Article 4.5 claims. However, the
OCTD claims do not include the information needed to make
these findings and the findings are not being made.

The partial compliance finding is made because although
OCTA did adopt guidelines for filing Article 4.5 claims, OCTA
has not made the findings required by the guidelines.

Recommendation: OCTA could strengthen compliance with
this requirement by making and documenting the required
findings every year. The findings must be made for all Article
4.5 claims, including those for ACCESS, Special Agency
Transportation Services, and the Senior Mobility Program.
These findings could be documented in the Justification that
OCTA prepares for each TDA claim and also in the Board
resolution authorizing the allocation of TDA Article 4.5 funds.

PUC Sections
99310.5 and
99313.3 and
Proposition 116

State transit assistance funds received by the RTPE are
allocated only for transportation planning and mass
transportation purposes.

Fully Compliant. During the audit period, STA funds were
allocated to OCTD for mass transportation purposes.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference

PUC Section
99314.3

RTPE Compliance Requirements

The amount received pursuant to PUC Section 99314.3 by
each RTPE for state transit assistance is allocated to
operators in the area of its jurisdiction as allocated by the
State Controllers Office.

OCTA Compliance Actions

Fully Compliant. STA funds available from PUC Section
99314.3 are included in the Formula Allocation Process for
distribution to OCTD. OCTA and the City of Laguna Beach
have agreed that Laguna Beach Transit will receive local
funding assistance in lieu of STA funds.

PUC Section
99401.5

If TDA funds are allocated to purposes not directly related to
public or specialized transportation services, or facilities for
the exclusive use of pedestrians and bicycles, the transit-
planning agency has annually:

*  Consulted with the SSTAC established pursuant to PUC
Section 99238

+ |dentified transit needs, including groups who are transit-
dependent or transit-disadvantaged, adequacy of existing
transit services to meet the needs of groups identified,
and analysis of potential alternatives to provide
transportation services

* Adopted or re-affirmed definitions of “unmet transit
needs” and “reasonable to meet”

« Identified unmet transit needs and those that are
reasonable to meet

« Identified the unmet transit needs, or if there are not
unmet transit needs, or there are unmet transit needs that
are reasonable to meet.

If a finding is adopted that there are unmet transit needs,
these needs must have been funded before an allocation was
made for streets and roads.

Not Applicable. OCTA is not subject to this PUC
requirement. All applicable TDA funds are allocated for either
bicycle and pedestrian facilities or for transit purposes as
required under PUC Section 99232 under the Apportionment
Restriction.
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTA AS THE REGIONAL TRANSPORTATION PLANNING ENTITY

Reference
CAC Section 6662

RTPE Compliance Requirements

The RTPE has caused an audit of its accounts and records to
be performed for each fiscal year by the county auditor or a
certified public accountant. The RTPE must transmit the
resulting audit report to the state controller within 12 months
of the end of each fiscal year and the audit must be performed
in accordance with the Basic Audit Program and Report
Guidelines for the California Special Districts prescribed by
the State Controller. The audit shall include a determination
of compliance with the TDA and accompanying rules and
regulations. Financial statements may not commingle the
state transit assistance fund, the local transportation fund, or
other revenues or funds of any city, county or other agency.
The RTPE must maintain fiscal and accounting records and
supporting papers for at least four years following fiscal year
close.

OCTA Compliance Actions

Fully Compliant. The Comprehensive Annual Financial
Reports were completed and transmitted to the State
Controller within 12 months of the end of each fiscal year.

FYO7: submitted on Dec 28, 2007
FY08: submitted on Dec 30, 2008
FY09: submitted on Jan 26, 2010

OCTA also files the CAFR with the State Controller on behalf
of OCTD, per PUC Section 99243; for that purpose, the
CAFRs must be submitted within 180 days after the end of the
fiscal year. OCTA is also compliant with that requirement.
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Compliance Review...PUC Requirements

OCTA IS ALSO IN COMPLIANCE WITH APPLICABLE REQUIREMENTS FOR OPERATORS

COMPLIANCE MATRIX OF OCTD AS A TRANSIT OPERATOR

Reference Operator Compliance Requirements OCTD Compliance Actions
PUC Section The transit operator submitted annual reports to RTPE based | Fully Compliant. OCTA filed these reports with the State
99243 on Uniform System of Account and Records established by Controller within the 110-day deadline for reports submitted
State Controller electronically (verified by the dates on the transmittal cover
pages):
FYO7: submitted on Oct 17, 2007
FYO08: submitted on Oct 14, 2008
FY09: submitted on Oct 15, 2009
PUC Section The operator submitted annual fiscal and compliance audits to | Fully Compliant. As a division of OCTA, Transit Operations
99245 its RTPE and to the State Controller within 180 days following | is included in OCTA’s annual report. With one exception,
the end of the fiscal year, or has received the 90 day OCTA'’s annual reports submitted to the State Controller within
extension allowed by law the required timeframe (verified by the dates on the transmittal
letters):
FYO7: Dec 28, 2007
FYO08: Dec 30, 2008
FY09: Jan 26, 2010 (late) *
* As the RTPE, OCTA may grant a 90-day extension of the
due date.
PUC Section The CHP has, within the 13 months prior to each TDA claim Fully Compliant. Dates were taken from copies of terminal
99251 B submitted by an operator, certified the operator’'s compliance inspection certificates provided by OCTA:
with Vehicle Code Section 1808.1 following a CHP inspection Base FYQ7 FY08 FY09
of the operator’s terminal. Anaheim 2/9/06] 2/15/07 2/6/08
Garden Grove 12/9/05 12/8/06 11/9/07
Irvine 10/19/05| 9/28/06| 9/14/07
Santa Ana 9/15/05 9/8/06| 9/28/07
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Compliance Review... PUC Requirements

Reference

PUC Section
99261

COMPLIANCE MATRIX OF OCTD AS A TRANSIT OPERATOR

Operator Compliance Requirements

The operator’s claim for TDA funds submitted in compliance
with rules and regulations adopted by the RTPE for such
claims

OCTD Compliance Actions

Partially Compliant. OCTD’s TDA claims are generally in
compliance with OCTA’s TDA Guidelines. The partial
compliance finding is made because OCTD claims have not
included the information required for OCTA to make the
required findings on its Article 4.5 evaluation criteria.

Recommendation: OCTD could improve compliance with
this requirement by providing the information required by
OCTA to make and document the required findings every
year. The findings must be made for all Article 4.5 claims,
including those for ACCESS, Special Agency Transportation
Services, and the Senior Mobility Program.

PUC Section
99270.1

If an operator serves urbanized and non-urbanized areas, it
has maintained a ratio of fare revenue to operating costs at
least equal to the ratio determined by the rules and
regulations adopted by the RTPE.

Fully Compliant. This provision, which applies to a “blended”
revenue ratio if the operator serves both urban and rural
areas, does not apply to Orange County. However, OCTA’s
TDA Guidelines do establish revenue ratios for the transit
operators. OCTA/Operations is required to meet both a 20%
farebox recovery ratio and a 24.42% local support ratio (the
latter based on the FY79 ratio). OCTD met both of these
requirements throughout the audit period.

Farebox Recovery Ratio by TDA guidelines:
FYQ7: 22.2%

FYO08: 20.2%

FY09: 21.3%

Farebox Recovery Ratio with Local Funds:
FYOQ7: 28.2%

FYO08: 26.5%

FY09: 27.3%
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Compliance Review... PUC Requirements

COMPLIANCE MATRIX OF OCTD AS A TRANSIT OPERATOR

Reference Operator Compliance Requirements OCTD Compliance Actions
PUC Section The operator’s operating budget has not increased by more Fully Compliant. OCTA/Operations budget increases during
99266 than 15% over preceding year, nor is there a substantial the audit period were well within the 15% cap:
increase or decrease in the scope of operations or capital FYO07: 6.3%
budget provisions for major new fixed facilities unless the FY08: 4.6%
operator has reasonable supported and substantiated the FY09: 0.1%
change(s).
PUC Section The operator’s definitions of performance measures are Fully Compliant. OCTA complies with PUC requirements in
99247 consistent with PUC Section 99247 reporting data in the State Controller Reports.
PUC Sections If the operator serves an urbanized area, it has maintained a Fully Compliant. OCTA has met this requirement throughout
99268.2 ratio of fare revenue to operating cost at least equal to 20%. the audit period:
99268.3 FYO7: 22.2%
99268.1 FYO08: 20.2%

FY09: 21.3%

PUC Sections

If the operator serves rural area, it has maintained a ratio of

Not Applicable. OCTA’s service area is in an urbanized

99268.2 fare revenue to operating cost at least equal to 10%. area.
99268.4
99268.5
PUC Section The current cost of operator’s retirement system is fully Fully Compliant. OCTD’s TDA claims include letters from the
99271 funded with respect to the officers and employees of its public | Orange County Employee Retirement System (OCERS)
transportation system, or the operator is implementing a plan Board certifying that the plan is fully funded for all current
approved by the RTPE, which will fully fund the retirement costs and 73.08% of all current and future costs. The OCERS
system for 40 years. Board had adopted a 30-year amortization as a funding policy
as outlined in the County Employees Retirement Law of 1937.
Based on this information, OCERS certifies that OCTD
satisfies the requirements of PUC Section 99271.
CAC Section If operator receives state transit assistance funds, operator Fully Compliant. Federal funds allocated to OCTA are used
6754(a)(3) makes full use of funds available to it under the Urban Mass for capital programs, including preventive maintenance.

Transportation Act of 1964 before TDA claims are granted.
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Compliance Review... PUC Requirements

ALTHOUGH OCTA AND OCTD ARE IN COMPLIANCE WITH ALL REQUIREMENTS, SOME
OPPORTUNITIES TO IMPROVE COMPLIANCE HAVE BEEN IDENTIFIED

* As noted in the PUC compliance matrices, OCTA’s compliance could be improved in the
following areas:

-  PUC 99275.5: OCTA should require OCTD to submit the information needed
to evaluate its Article 4.5 claim and should conduct the required evaluation
and make the required findings. OCTD’s compliance with PUC 99261 would
be improved by submitting the information OCTA requires in its guidelines for
Article 4.5 claims.

-  PUC 99233 and 99234: OCTA should update the TDA Guidelines to provide
more complete and current information on procedures for allocating and
claiming Article 3 funds.

-  PUC 99244: OCTA should update the TDA Guidelines to require operators to
provide status updates on prior performance audit recommendations.

— OCTA should also update its TDA claim forms to reference current FTA grant
programs.

» These observations are discussed on the following pages and included among the
recommendations in Chapter VI of this report.
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Compliance Review... PUC Requirements

OCTA IS NOT VERIFYING THAT OPERATORS COMPLY WITH THE CRITERIA OCTA HAS
DEFINED FOR ARTICLE 4.5 CLAIMS

 Under PUC Section 99275.5, OCTA is required to adopt criteria for evaluating claims filed
for Article 4.5 funds. OCTA’s TDA Guidelines define seven criteria that must be verified
annually in approving OCTD’s Article 4.5 claims:3

The community transit service is responding to a demonstrated need by those persons who
cannot use fixed route service

- The service is integrated with existing transit service, if appropriate
- The claimant has prepared an estimate of revenues, operating costs, and boardings

- The claimant is in compliance with fare recovery, performance requirements, and local
match requirements

- The claimant has been submitting an annual certified fiscal audit

-  The operator honors the federal Medicare identification card as sufficient identification for
reduced fares for senior citizens

- The operator honors identification cards issued by another transit operator as sufficient
identification for reduced fares for disabled veterans and other persons with disabilities.

« These findings need to be made for all Article 4.5 claims, including those for ACCESS,
Special Agency Transportation Services, and the Senior Mobility Program. However, it
does not appear that OCTD is submitting the necessary evidence or that OCTA is
conducting the evaluation and making the required findings. OCTA could improve
compliance with PUC 99275.5 by requiring OCTD to submit the information needed to
evaluate these criteria as part of its Article 4.5 claim submittal, and then conducting the
required evaluation and making the required finding. OCTD’s compliance with PUC 99261
could be improved by submitting the information OCTA requires in its TDA Guidelines.

3 OCTD is the designated CTSA for Orange County and the only eligible claimant of Article 4.5 funds.
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Compliance Review... PUC Requirements

TDA CLAIM GUIDELINES SHOULD BE CLARIFIED TO REFLECT CURRENT ARTICLE 3 FUNDING
AVAILABILITY AND TO REQUIRE OPERATORS TO UPDATE PRIOR AUDIT RECOMMENDATIONS

+ PUC Sections 99233 and 99234 require RTPEs to adopt procedures for submitting claims
for Article 3 funds. Although OCTA allocates Article 3 funds through the Call for Projects,
and issues application guidelines and procedures in conjunction with each Call, OCTA’s
TDA Guidelines only briefly describe the Bicycle and Pedestrian Facilities (BPF) program.
The TDA Guidelines could be updated and improved by providing:

- a more complete description of the allocation process for the BPF program, including
referencing or attaching the Call for Projects application guidelines and procedures

- the updated policies for Article 3 funds adopted by the Board of Directors in June 2009

— adescription of the overall process, eligible recipients, evaluation criteria and local
match requirements used in the Call for Projects.

Updating the TDA Guidelines to provide a more current and detailed description of the BPF
program would contribute to a more comprehensive description of the overall process for
allocating and claiming TDA funds.

« PUC 99244 requires RTPEs to identify, analyze and recommend potential productivity
improvements. This includes determining whether claimants have made reasonable efforts
to implement performance audit recommendations. TDA claimants are required to submit
three-year performance trend data, but OCTA does not receive updates on prior audit
recommendations from either LBMTL or OCTA operations. In addition, OCTA’s actions to
implement prior audit recommendations were updated only once, in late 2007 or early
2008. OCTA could improve its oversight by requiring TDA Article 4 claimants to provid