Measure M
Taxpayers Oversight Committee
at the Orange County Transportation Authority
600 S. Main Street, Orange CA
Room 103/4
December 8, 2009
6:00 p.m.

AGENDA
1. Welcome
2. Pledge of Allegiance
3. Approval of Minutes/Attendance Report for October 13, 2009
4. Chairman’s Report
5. Action Items
A. Quarterly Measure M Revenue and Expenditure Report – September 2009
a. Receive and File

B. Audit Subcommittee Charter
a. Presentation – Kathleen O’Connell, Executive Director, Audit

6. Presentation Items
A. Overview of Placentia Loan
Presentation – Ken Phipps, Executive Director, Finance & Administration

B. Debt and Investment Report
Presentation – Kirk Avila, Treasurer, Finance & Administration

C. Overview of SB 375
Presentation – Charlie Larwood, Manager, Strategic Planning

D. Combined Transportation Funding Program Project Delivery & Close-out
Presentation – Kia Mortazavi, Executive Director, Development

E. Measure M Annual Hearing Planning
Presentation – Alice Rogan, Community Relations Officer

7. Growth Management Subcommittee Report
8. Audit Subcommittee Report
9. Committee Member Reports
10. OCTA Staff Update
11. Public Comments*
12. Next Meeting Date – February 9, 2010
13. 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.

3.
APPROVAL OF MINUTES/
ATTENDANCE REPORT FOR
OCTOBER 13, 2009

Measure M Taxpayers Oversight Committee
October 13, 2009
Meeting Minutes
Committee Members Present:
David Sundstrom, County Auditor-Controller, Chairman
Linda Rogers, First District Representative
Anh-Tuan Le, Second District Representative
C. James Hillquist, Third District Representative
Gregory Pate, Fourth District Representative
Hamid Bahadori, Fifth District Representative
James Kelly, Fifth District Representative
Committee Members Absent:
Vivian Kirkpatrick-Pilger, First District Representative
Howard Mirowitz, Second District Representative
Edgar Wylie, Third District Representative
Rose Coffin, Fourth District Representative
Orange County Transportation Authority Staff Present:
Ellen Burton, Executive Director, External Affairs
Rose Casey, Program Manager, Highway Project Delivery
Darrell Johnson, Executive Director, Rail Program
Janice Kadlec, Public Reporter
Kia Mortazavi, Executive Director, Development
Kathleen M. O’Connell, Executive Director, Internal Audit
Andy Oftelie, Acting Director, Measure M Program Office
Alice Rogan, Community Relations Officer
Guests
Paul Rodriguez, Urban Crossroads
Members of the Public
Walt Heim
1. Welcome
Chairman David Sundstrom began the meeting at 6:10 p.m. and welcomed everyone.
He introduced Linda Rogers who will be replacing Charles Smith as a First District
representative. Linda gave a brief report on her background.
2. Pledge of Allegiance
Chairman David Sundstrom led everyone in the pledge of allegiance.
3. Approval of Minutes/Attendance Report for August 11, 2009
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Chairman David Sundstrom asked if there were any additions or corrections to the
August 11, 2009, minutes and attendance report.
Page 4, Item C, CTFP Update: Ahn-Tuan Le requested the statement in Paragraph
six should be as follows: “Anh-Tuan Le expressed concern about letting the
underperforming CTFP funds vanish into the general pool because it would set an
undesirable precedence for M2. He said the projects proposed by the cities are
needed projects that make for a better transportation system and everything should be
done to help the cities complete the projects.”
Page 5, Item 9, second sentence: Ahn-Tuan Le requested the following revision. “He
also requested information two items be put on the TOC committee meeting agenda:
1) In newspaper articles, new OCTA CEO Will Kempton talked about new innovative
programs to meet the needs of the transit dependent, and 2) the Code of Conduct for
OCTA employees/officials.”
James Kelly had a question about the statement in the second paragraph on page 5.
“Anh-Tuan Le asked if the projects are audited. Roger said the projects are audited
once they have been closed out.” Are these projects really audited or are they
reviewed? Kathleen M. O’Connell said projects in the CTFP program are not routinely
audited, a sample of the projects are selected for audit. Staff performs a desk audit or
review once they are closed out. James Kelly suggested changing the second
sentence in paragraph 5 to “….projects are audited reviewed once they have been
closed out.”
A motion was made by James Hillquist and seconded by Gregory Pate to approve the
August 11, 2009 minutes and attendance report as corrected. The motion passed
unanimously.
4. Chairman’s Report
Chairman David Sundstrom said he would reserve his comments for the Audit
Subcommittee report.
5. Action Items
A. Quarterly Measure M Revenue and Expenditure Report – June 2009
Andy Oftelie gave a broad overview of the Quarterly Measure M Revenue and
Expenditure Report – June 2009. Andy said despite fairly conservative estimates
for sales taxes; revenues are coming in far under the projections. During the April
– June 2009 quarter, sales taxes came in 8.5 percent less than expected resulting
in a $34 million reduction in expected sales tax revenue.
Andy also reported that because of negative numbers in the M1 Freeway Program,
staff would be recommending the OCTA Board reverse an action they made earlier
in the Early Action Plan which took $22 million from the M1 Freeway mode and put
it toward the M2 SR-57 project. Kia Mortazavi said staff is confident this project
can be funded through other sources of revenue and project savings.
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Linda Rogers asked if the project savings being considered are because of
construction costs being down? Kia said the projects under discussion, such as
the I-5 Far North Project, have already been contracted out so their budgets are
set. Future projects were effective by the Federal Stimulus money and now show
savings.
A motion was made by Linda Rogers and seconded by James Hillquist to receive
and file Quarterly Measure M Revenue and Expenditure Report – June 2009. The
motion passed unanimously.
B. Growth Management Subcommittee 2009/10 Eligibility Report
James Hillquist, Acting Chairman of the Growth Management Subcommittee
reported on the Growth Management Program (GMP). He said the Measure M
Ordinance requires all local jurisdictions in Orange County to annually satisfy the
requirements of the Measure M Growth Management Program in order to remain
eligible for receiving Measure M turnback and competitive funds. The eligibility
review process requirement for the GMP Subcommittee for the fiscal year
2009/2010 has been completed. In order to maintain eligibility to receive Measure
M funds all local jurisdictions are required to submit eligibility packages including a
seven-year Capital Improvement Programs (CIP).
Taxpayers Oversight Committee designates the Growth Management Program
Subcommittee to review eligibility submittals with support from the OCTA Staff.
James introduced he members of the GMP Subcommittee: Chairman Ed Wylie,
James Hillquest, Anh-Tuan Le, Vivian Kirkpatrick-Pilger, and Linda Rogers. The
OCTA staff reviewed the eligibility packages to make sure they were complete and
accurate and worked with the local jurisdictions to obtain additional information or
materials as needed. More than 500 projects were included in the CIPs submitted
and were reviewed and discussed by the GMP Subcommittee.
Based upon their work the GMP Subcommittee recommends approval of the
Measure M Growth Management Program eligibility review and find all local
jurisdictions eligible to receive Measure M turnback and completive funds for fiscal
year 2009/10.
Anh-Tuan Le said he supported the findings, but wanted to add a footnote. The
Subcommittee spent three sessions together and he benefited from the previous
experience of the other members of the subcommittee and staff. Anh-Tuan had
the following observations.
•

The subcommittee is called Growth Management Subcommittee but the
criteria and projects have no link to growth management goals in the
Ordinance. The Ordinance talks about the GMAs and TDMs but these are on
the horizon and are certified every two years or five years.
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The GMP Subcommittee was given a checklist for the growth management
element; this checklist was different from criteria the subcommittee used for
judging the eligibility.

Anh-Tuan said his concern was the GMP Subcommittee might be using screening
that did not factor into all aspects of the Measure M Growth Management
Ordinance. This might be a factor particularly in the TDM and SB 375 part of the
Ordinance.
James Hillquist said one of the discussion points in the subcommittee meetings
was-were they 100 percent sure they were following Measure M. Based upon the
review of the requirements of the GMP Subcommittee he believed all requirements
were met.
Chairman David Sundstrom said he received an email from GMP Subcommittee
member Vivian Kirkpatrick-Pilger. She was concerned about whether cities should
be allowed to reserve or earmark Measure M money for future unspecified
projects. James Hillquist said the committee discussed this during their meetings.
Chairman Sundstrom asked if cities like this should be pulled until further research
is received? Linda Rogers said the subcommittee’s focus was on projects for next
year, they had specific locations and specific details. The CIP is a 7-year plan and
the cities may not have funding for these future projects if the economy does not
turn around.
Paul Rodriquez said the subcommittee reviewed the CIPs and they are for a 7-year
period, local jurisdictions were asked to provide a list of projects they were either
intending spending Measure M funds on or projects they are considering spending
Measure M funds on. The visionary projects can be ambiguous enough not to be
specific, but finite enough for the subcommittee to identify it as a transportation
project. Money is not committed to these visionary projects, cities were just asked
to give an idea of where they may in the future spend Measure M funds. As the
project becomes a next fiscal year project, the subcommittee would require more
specifics.
A motion was made by Chairman David Sundstrom and seconded by James
Hillquist to approve the Measure M Growth Management Program Eligibility
Review and find all local jurisdictions eligible to receive Measure M funds for
turnback and competitive funds for fiscal year 2009-10. The motion passed
unanimously.
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6. Presentation Items
A. Rail Program Update
Darrell Johnson, Rail Program Executive Director, gave an update on the Rail
Program. He reported on the Metrolink service expansion, Grade Crossing safety
enhancements, Station Improvements, LOSSAN grade separation projects, Go
Local Fixed-Guideway Program, ARTIC, and facilities engineering.
Linda Rogers said previously there has been trouble with the Metrolink supplier, is
this still a problem? Darrell said Metrolink is a multi-jurisdictional joint powers
authority and initial delivery problems were experienced with a new South Korean
supplier. The first vehicle from the company is expected to arrive in the Fall 2009
and they will be reassessed at that time, but they are about four months behind
schedule.
James Kelly said the August Grade Separation report listed the Sand Canyon
grade separation project as fully funded and a subsequent correction was made
saying it was underfunded by $8 million. It is further along than other projects. Is
this a potential issue for all grade separation projects? Kia Mortazavi said OCTA
would be doing the project study reports on all the grade separation projects listed
in the current report except for the Sand Canyon project. The Sand Canyon project
is being developed by local agencies and is experiencing some utility issues
unique to the project. James Kelly asked how could OCTA allow a project to go
into the build stage that is already experiencing problems with design? Kia said
the Sand Canyon project is still only in the final design stage and when completed
in December, the project budget will be reassessed against revenues and OCTA
will deal with any problems at that time.
Hamid Bahadori asked if Santa Ana’s Fixed Guideway design is the same one
designed for the old Centerline project and are they counting on all funding to
come from Measure M? Darrell said he cannot comment on what the city of Santa
Ana is counting on or where the money is coming from, but it is unlikely they could
find all the money to fund the project in Measure M. James Hillquist said there was
no Measure M funds requested for this project in the City of Santa Ana’s CIP for
this project.
Hamid Bahadori asked if it was true the federal guidelines for the New Start
Program require proof of operation money before they are approved. Darrell said
the New Start Program has always required proof of operation funds, but they now
require proof for a longer period of time.
Hamid Bahadori said it seemed to him OCTA should start pulling the plug on some
of the projects because money is just going to consultants with no expectation of
the project being built. Darrell said this is the reason the OCTA Board put in
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Milestone clauses in the cooperative agreements. They were very clear they
needed to make sure projects were viable at all stages of development.
B. I-405 Freeway Improvement Project
Rose Casey gave an overview of the I-405 Improvement Project which is currently
in the environmental phase. The I-405 Improvement Project proposes to increase
capacity, improve traffic and interchange operations, and enhance safety by
widening the segment of the I-405 from SR-73 to the I-605. Rose described the
four build alternatives for the project. The preliminary engineering analysis
established the freeway could accommodate the addition of two lanes in each
direction generally within the existing freeway right of way. Comments were
received on the four build alternatives during the scoping period, and
environmental technical studies and preliminary engineering have begun.
James Hillquist said the increase in toll lanes on interstates was not well received
by drivers before. OCTA may receive a backlash to putting a toll road on an
interstate highway. Hamid Bahadori said Alternative 3, the Express Lanes
alternative, goes beyond Measure M with the Express Lanes, but meets the
Ordinance with the additional general purpose lane in each direction. Rose said
project is being coordinated with Los Angeles Metro and the Southern California
Association of Governments, who is conducting a regional congestion pricing
study, in addition to Caltrans, FHWA and the corridor cities.
James Hillquist asked if similar transition issues and problems on the I-405 as they
did on the I-5. Rose said that with lanes on the northbound I-405 transitioning off
at connectors to both westbound SR-22 and northbound I-605, the lanes south of
the county line will match the current number of lanes in LA County. OCTA is
coordinating closely with Los Angeles on these issues.
C. Revenue Forecast Update
Andy Oftelie gave a Revenue Forecast update describing the impacts to M2 of the
current economic downturn. Andy reported the decrease in forecasted revenue to
the Measure M 2 Program is approximately $9.8 billion.
James Kelly asked at what point does OCTA go back to the voters and tell them
M2 can’t deliver all the projects promised and get approval of the projects that can
be done? Andy said M2 has a provision establishing a 10-year public review of the
plan or it could be reviewed at the triennial audit; this would be the time to altar the
plan.
Chairman David Sundstrom said there are a lot of variables – supplemental
funding can be obtained. It would be desirable to build the freeway system out to
take advantage in savings in construction; it would need to be determined what is
bondable and what isn’t. Andy said the situation isn’t quite there yet but the M2
debt capacity is far less than it was.
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Hamid Bahadori said he shared the members concerns, but he believed the
economic trends would change. The big picture of transportation funding is much
bigger than Measure M. The federal government is looking at a $480 billion
reauthorization package. The State is looking at additional gas tax funding. He
shares everyone’s concern, but there is no need to raise a red flag quite yet
Anh-Tuan Le said another huge factor is SB375 the Green House Gas legislation.
Chairman David Sundstrom said he hates to be pessimistic, but the reality is there
will be paradigm shifts and what he sees from these numbers is everyone must
proceed a lot more cautiously.
D. Early Action Plan Update
Andy Oftelie gave an update on the Early Action Plan. Later this year, staff will
make a presentation to the T2020 Committee on nine objectives highlighted in the
Early Action Plan. OCTA is meeting all nine objectives; however, because of the
economic down turn they are running into some policy issues and will need Board
direction on these issues. He outlined the areas of concern.
7. Growth Management Subcommittee Report
There was nothing further to report from the Growth Management Subcommittee.
8. Audit Subcommittee Report
Chairman David Sundstrom said the Audit Subcommittee received an Annual
Financial Audit update. They were notified there would be an issue on CTFP funding.
Because of the timing of a city’s closeout (2001 to 2007), an audit revealed
expenditures in the earlier years were not verifiable because records were destroyed
in accordance with the city’s records retention policy. The Audit Subcommittee
recommended specific procedures for CTFP funds requiring retention of records three
years after closeout and a timely closeout for CTFP. The Audit Subcommittee
discussed the potential of putting in the agreements in the audit clause section
requirements if the documentation is not held the jurisdiction is subject to returning the
money.
Linda Rogers asked if it would be more appropriate to do an interim audit. Chairman
Sundstrom said it would be more appropriate for them to closeout on a timely basis.
Anh-Tuan Le said he was glad the issue was identified. He said many of the CTFP
projects have a mixture of State and Federal grant money; they are bound by the
record keeping requirements of the State and Federal Highway Administration. As a
taxpayer, I would be concerned if someone spent money and there was no
accountability.
Chairman David Sundstrom said the Audit Subcommittee looked at a draft Audit
Charter prepared by Kathleen M. O’Connell, based on the best practices of the GFOA.
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The subcommittee recommended a couple of minor changes and Kathleen will bring
the revised document back to the next Audit Subcommittee for approval.
Chairman David Sundstrom said the RFP for the compliance audit would be going out
in December.
Chairman David Sundstrom said M2 expenditures are increasing and Audit
Subcommittee will start receiving detailed financial reports of the expenditures in
January 2010.
9. Committee Member Reports
Anh-Tuan Le introduced Walt Heim. Anh-Tuan has made an effort to identify the
issues in the community and Central Orange County is certainly concerned about the
cuts to transit, but the biggest issue is compliance with SB 375. He participated in
Rideshare week with the OCTA Marketing group and complemented them. He would
welcome a discussion on improving the marketing of Rideshare Week. He also was
selected for a scholarship to the Urban Land Use conference in November.
Chairman David Sundstrom requested a presentation on the Green House Gas bill SB
375.
10. OCTA Staff Update
Alice Rogan said OCTA Staff is preparing a presentation on SB 375 and should be
ready to report to the TOC at the February meeting.
Alice Rogan said there would be a tour of the final M1 Freeway Project on October 28,
from 11:30 to 1:30.
Kathleen M. O’Connell distributed and gave background on the OCTA Code of
Conduct approved on July 13, 2009. The OCTA Human Resources Department is
putting together a training program for staff which will be rolled out in a couple of
months. The OCTA Internal Audit is charged with the responsibility of maintaining an “
Ethics Hot Line” and is available through the OCTA website.
11. Public Comments
There were no public comments
12. Next Meeting Date – December 8, 2009
The next TOC meeting will be December 8, 2009
13. Adjournment
The meeting adjourned at 8:40 p.m.
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5.

ACTION
ITEMS

TAXPAYER OVERSIGHT COMMITTEE
AUDIT SUBCOMMITTEE
AUDIT CHARTER
November 2009
The Audit Subcommittee (Subcommittee) of the Taxpayer Oversight Committee (TOC)
is established to assist the TOC in fulfilling its oversight responsibilities with regard to
the Measure M ordinances approved by the voters of Orange County. Specifically, the
Subcommittee will have responsibilities in matters related to internal and independent
audits of the Measure M programs, projects and financial records.
In providing assistance to the TOC, the Subcommittee will assume the role of an audit
committee as provided herein, and recommend action on all audit related matters to the
full TOC. Recognizing that the Finance and Administration Committee (Committee) of
the Board of Directors of the Orange County Transportation Authority (OCTA or
Authority) serves as the Authority’s audit committee, with audit oversight of Measure M
projects, programs and financial records, the role of the Subcommittee is to augment
the Committee’s audit oversight as it relates specifically to Measure M projects,
programs and financial records.
All members of the Subcommittee will participate in fulfilling these responsibilities. At
least one member of the Subcommittee will have financial experience sufficient to
provide guidance and assistance to other Subcommittee members on matters related to
government accounting, auditing, budgeting and finance.
In fulfilling its audit responsibilities, the Subcommittee will have prompt and unrestricted
access to all relevant Authority documents, records and staff. Requests by the
Subcommittee for financial or other resources sufficient to fulfill these responsibilities,
and beyond that already existing in the Authority’s adopted budget, will be directed,
through the full TOC, to the Chairman of the Board of the Authority.
Members of the Subcommittee will be independent of the Authority, its contractors,
consultants and agents, in both fact and appearance, and will consult with the Chairman
of the TOC concerning any circumstances which may compromise their ability to meet
this standard. Members of the Subcommittee will comply with all applicable state and
federal laws in the performance of their duties under this audit charter.
Responsibilities of the Subcommittee will include, but may not be limited to, the
following:
Independent Financial Statements Audits
1. Review with management and the independent financial statement auditors:
a. The annual financial statements of the Orange County Local Transportation
Authority and related footnotes, schedules and unadjusted differences, including

the accounting principles used, and significant estimates or judgments made, by
management.
b. The management letter issued by the independent auditors in relation to their
audit of the Authority and all of its legal entities.
c. Any and all other independent audit reports the Subcommittee believes may be
relevant to the exercise of its duties.
2. Discuss with the independent financial statement auditors any difficulties
encountered during the course of their work, disagreements with management or
restrictions or limitations placed upon them.
3. Assist the Authority in the selection, retention or discharge of its independent auditor.
This assistance may be provided through:
a. Participation on the independent auditor procurement selection panel
b. In coordination with the full TOC, providing performance feedback regarding the
independent auditor to the Authority’s Board of Directors and Internal Audit
Department
4. Inquire of the auditor as to their independence, their compliance with Government
Auditing Standards, and applicable accounting and auditing guidance issued by the
Government Accounting Standards Board, the Financial Accounting Standards
Board, the American Institute of Certified Public Accountants and other standardsetting bodies.

Agreed Upon Procedures
1 Review with the independent auditors the results of agreed-upon-procedures
performed at the direction of the Subcommittee and/or the Board of Directors of the
Authority.
2 Design procedures to provide assurance that Measure M funds are used in
compliance with the Ordinance and that expenditures are reported accurately.
3 Periodically evaluate the sufficiency and applicability of the procedures.
4 In coordination with the full TOC, provide management and the Authority’s Board of
Directors with recommendations based on the results of the procedures.

Triennial Performance Audit
1. Participate in the development of the scope of work for the procurement of an
independent performance auditor to perform the triennial performance audit required
by Measure M, Ordinance No. 3.

2. Participate in the selection of the independent performance auditor.
3. Review the results of the triennial performance audit, including management
responses. Monitor the implementation of all recommendations.
4. In coordination with the full TOC, provide feedback to the Authority’s Board of
Directors on the performance of the independent performance auditor, the adequacy
of management’s responses and/or the sufficiency of corrective action planned in
response to audit recommendations.

Internal Audit and Internal Controls
1. Review with the Executive Director of Internal Audit the annual internal audit plan
and quarterly reports of audit activity.
2. Request and review internal audit reports that have Measure M implications,
including management responses and management’s planned corrective action.
3. Consider the effectiveness of the Authority’s system of internal controls, including
controls over financial reporting.
4. Inquire of the Internal Audit Department as to restrictions or limitations placed upon it
by management or the Board of Directors.
5. Ensure that the Internal Audit Department is independent, as defined by the
Government Accountability Office, and that it operates in compliance with
Government Auditing Standards. Review the results of the department’s triennial
quality assurance (or “peer”) review.
6. In coordination with the full TOC, provide the Authority’s Board of Directors feedback
or recommendations related to audit findings, internal controls or the performance of
the internal audit function.

Other
1. Review this Audit Charter annually to assess its adequacy and recommend changes.
2. Provide updates to the TOC on actions taken, communications by, or
recommendations made by the Subcommittee.
3. Inquire annually of the Chairman of the Authority’s Finance and Administration
Committee (Committee) as to any concerns the Committee has with regard to the
Authority’s internal controls, its internal audit function, its independent auditors,
Measure M projects, programs or financial records or other matters and report to the
full TOC.
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