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Introduction: 

On June 8, 1995, the Foothill/Eastern Transportation Corridor Agency (the "agency") issued 
$1,262,750,597.70 aggregate initial principaJ amount of Toll Road Revenue Bonds, Series 
1995A (the "Fixed Rate Bonds"). The Fixed Rate Bonds were issued pursuant to a Master 
Indenture of Trust, dated as of May 15, 1995, between the agency and First Interstate Bank of 
California, a state banking corporation, as trustee (the "Trustee"), as supplemented by the 
First Supplemental Indenture of Trust, dated as of May 15, 1995, between the agency and the 
Trustee (such Master Indenture of Trust, as so supplemented, the "Master Indenture"). 

The Fixed Rate Bonds were issued by the agency for the principal purpose of financing a 
portion of the costs associated with the design of, acquisition of property for, and construction 
of, the Eastern Transportation Corridor as well as two extensions to the Foothill 
Transportation Corridor and certain developmental costs for Foothill South, as more fully 
described in the Official Statement for the 1995 Bonds dated June 1, 1995 (the "Official 
Statement"). 

On August 2, 1999, the Foothill/Eastern Transportation Corridor Agency issued 
$1,588,143,865.05 aggregate initial principal amount of Toll Road Refunding Revenue 
Bonds, Series 1999 (the "1999 Bonds"). The 1999 Bonds were issued pursuant to a Master 
Indenture of Trust, dated as of August 1, 1999, between the agency and BNY Western Trust 
Company, as trustee, as supplemented by the First Supplemental Indenture of Trust, dated as 
of August 1, 1999, between the agency and the BNY Western Trust Company. 

The 1999 Bonds were issued by the agency for the purpose of providing funds, together with 
certain other available funds, to (i) advance refund or defease to maturity a substantial portion 
of the 1995 Fixed Rate Bonds and refund all of the 1995 Variable Rate Bonds, (ii) fund 
capitalized interest on the 1999 Bonds, and fund a toll stabilization fund for the 1999 Bonds, 
(iii) fund a use and occupancy fund for the 1999 Bonds, and (iv) pay costs of issuance of the 
1999 Bonds. The refunding transaction is more fully described in the Official Statement for 
the 1999 Bonds dated July 16, 1999. 

As a result of the refunding, the aggregate principal amount of 1995 Fixed Rate Bonds 
outstanding as of June 30, 2013 was $179,990,000. The bonds outstanding are Series 1995A 
Current Interest Bonds due January 1, 2035. The 1995A Capitalized Interest Account was 
restructured, as part of the refunding transaction, to capitalize interest on the unrefunded 
bonds only. The restructured portfolio will provide for debt service payments thru January 1, 
2032. 

The agency has executed a Continuing Disclosure Agreement, dated as of May 15, 1995 (the 
"Continuing Disclosure Agreement"). The Continuing Disclosure Agreement states that the 
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agency shall provide not later than January 1 of each year to each Repository (as defined in 
the Continuing Disclosure Agreement) a Disclosure Report relating to the immediately 
preceding fiscal year. The Disclosure Report is to contain certain data related to the agency, 
the Toll Road, and the Fixed Rate Bonds. 

The information contained in this report constitutes all disclosure required pursuant to the 
Continuing Disclosure Certificate. Capitalized terms used herein and not otherwise defined 
shall have the meanings assigned to such terms in the Official Statement. 

Disclosure Information: 

Section 4(a) ~ Annual Reports. 

See separate report for audited financial statements for the year ended June 30, 2013. 
The comparison of actual versus projected Toll Revenues is in the following table. 

1995 Revenue Actual Toll 
Fiscal Year Projections Revenues* % of Projection 
2012/2013 $205,636,000 $128,727,000 62.6% 
2011/2012 $190,943,000 $122,948,000 64.4% 
2010/2011 $182,834,000 $114,715,000 62.7% 
2009/2010 $166,029,000 $113,623,000 68.4% 
2008/2009 $159,795,000 $103,433,000 64.7% 

*Toll Revenues include fees and fines collected on violation transactions. 

In conjunction with the issuance of the 1999 Bonds, a traffic and revenue update study was 
prepared. Such study appears as Appendix C in the Official Statement dated July 16, 1999. 

Section 4(b) ~ Quarterly Reports . 

As all portions of the Pledged Facilities are operational, Quarterly Reports are no longer 
required. 

Section 4(c) ~ All Reports 

None of the items above have been incorporated by reference from other documents . 

Section 5. Reporting of Significant Events 

On November 10, 2005, the agency's Board of Directors, with the Board of Directors of the 
SJHTCA, entered into a Mitigation Payment and Loan Agreement (the Agreement) . The 
terms of the Agreement call for the agency to make payments totaling $120 million over 
four years to the SJHTCA to mitigate for anticipated loss of revenue due to the construction 
of the 241 completion project. All scheduled payments totaling $120 million were made to the 
SJHTCA as of June 2009. 
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In addition to the mitigation payments, the Agreement also establishes a loan, on an as-needed 
basis provided the agency has funds available, up to $1. 04 billion that is available to SJHTCA 
to assist in achieving its debt service coverage of l .3x. The Agreement was amended on 
March 1, 2011 to reflect the modification of SJHTCA's debt service coverage ratio from l .3x 
to I .Ox. The Agreement provides that the agency loans will be made only to the extent that 
surplus revenues are available and all findings and determinations required by law are met, 
including California Government Code Section 66484.3, paragraph (f), which requires that 
the following findings must be met before the agency can make a loan: 1) the agency will 
benefit mutually financially by sharing and/or loaning revenues with SJHTCA, 2) the agency 
possesses adequate financial resources to fund all costs of construction of existing and future 
projects that it plans to undertake prior to the final maturity of the loan, and 3) the funding of 
the loan will not materially impair its financial condition or operations during the term of the 
loan. The Agreement also stipulates that the agency will not be obligated to make loans to 
SJHTCA prior to securing the necessary funds for constructing the 241 completion project 
unless the agency has determined that it will not build the project. The agency is also not 
required to increase toll rates to ensure sufficient revenues are available and that any liens or 
revenue pledges required in order to finance the 241 completion project and certain other 
capital projects would have priority over loans to the SJHTCA. If the commencement and 
diligent pursuit of the construction of the 241 completion project does not occur by 
December 31, 2015, the mitigation payments will be added to the principal of the loan. 
Accrued interest will not count toward the $1.04 billion principal limitation. Payments of 
accrued interest and outstanding principal will begin in the fiscal year when SJHTCA has a 
surplus in revenues that exceeds the amount needed to meet the debt coverage requirement. 
All principal and accrued interest will be due and payable on January 1, 2037 to the extent 
that SJHTCA has surplus revenues available to pay all amounts due. At June 30, 2013, no 
amounts were outstanding on the loan. 

As of June 30, 2013, none of the following events have occurred with respect to the 1995 
Bonds: 

• Principal and interest payment delinquencies 
• Non-payment related defaults 
• Modifications to the rights of Bondholders 
• Optional, contingent or unscheduled bond calls 
• Defeasances 
• Rating Changes 
• Adverse tax opinions or events affecting the tax exempt status of the 1995 Bonds 
• Unscheduled draws on the debt service reserves reflecting financial difficulties. 
• Substitutions of credit or liquidity providers, or failure to perform 
• Release, substitution or sale of property securing repayment of the bonds 
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Signature 

The information set forth herein has been furnished by the agency and is believed to be 
accurate and reliable, but is not guaranteed as to accuracy and completeness. Statements 
contained in this Disclosure Report which involve estimates, forecasts, or other matters of 
opinion, whether or not expressly so described herein, are intended solely as such and are not 
to be construed as representations of fact. Further, expressions of opinion contained herein 
are subject to change without notice and the delivery of this Disclosure Report will not, under 
any circumstances, create any implication that there has been no change in the affairs of the 
agency. 

Foothill/Eastern Transportation Corridor Agency 

By: 4/td;' 
Amy Potter 
Chief Financial Officer 
January 1, 2014 
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KPMG LLP 
Suite 700 
20 Pacifica 
Irvine, CA 92618-3391 

Inde pendent A uditors' Report 

The Honorable Board of Directors 
foothill/Eastem Transportation Corridor Agt:ncy: 

Repoi ·t on the Financial Statements 

We have audited the accompany ing financia1 statements of the Footl1il1/Eastern Transportation Corridor 
Agency (the agency), as of and for the years ended June 30, 2013 and June 30, 2012, and the related notes 
lo the financial statements, which collect ively comprise the agency' s basic financial statements as listed in 
1hc table of contents. 

Managemen t's RespohSibility for the Fi11ancial Statements 

Management is responsib le for tJ1e preparation and fair presentation of these fmancial statements in 
accordance with U.S. genera lly accepted accounting principles; this includes the design, implementation, 
and maintenanc.e of inte111al control relevant to the preparation and fair presentation of fmancial statements 
that are frne from material misstatement , whether due to fraud or error. 

A uditnrs' Responsibility 

Our responsibility is to express an opinion on these financial statemen!s based on our audit. We conducted 
our audit in accordance with auditi11gstandards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors' judgment , including the assessment 
of the risks of material 111isstatement of the fuiancial statements, whether due to fraud or error. In malung 
those risk assessments , the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the financial statements in order to dcsii;,rn audit procedures that are appropriate in the 
circum sta,1ces, but nol for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, we ex.press no such opinion. An audit also includes evaluating the approptiate ness of 
accounting policies used and the reasonableness of significant accounting estimates ina<le by management, 
as well as evaluating the overall presentation of tb.e financial statements. 

We believe thal the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinioll 

ln our opinion, the finru1cial statelll ents refe1Ted to above present fairly, in all material respects, the 
financial position of the Foothill/Eastern Transportat ion Corridor Agency as of June 30, 2013 and June 30, 
2012, and the changes in its financial position and its cash flows for the years then ended in acco rdance 
with U.S. generally accepted accounting principles. 

KPMO ll P 15 a Delawa re llm.1.,; llabrllly parlnors " 1p. 
U1e U.~ . mef'n~r fr1m of KPMG lntomationo1 CoopP..rat)ve 
('KPMG lnlemational1 , ~ Sw!ss enli\y , 



mu 
Other ~latters 

Required Supplementary lnjurmation 

U.S. generally accepted accounting principles require that management's discuss ion and analysis on pages 
3-8 be presented to supplement the basic financial statements. Such information , al!hough not a part of the 
basic financial statements, is required by the Govemmenlal Accounting Standafds Board who considers it 
to be an cssenlhtl part of financial reporting for placing the basic fma.ncial stateme nts in an appropriate 
operational , econom ic, or historical context. We have applied certain limited procedures to the required 
supplementar y informa tion in accordance with auditi11g standards general ly accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management ' s response s to our inquiries , lhe basic 
financial statements , and other knowledge we obtained durin g our audit of the basic financia l statem ents. 
We do not express an opinion or provide any assurance on the information because the limited procedure s 
do not provide us with sufficient evidence to express an opinion or provide any assuranc e. 

October 2, 2013 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Management's Discussion and Analysis 

June 30, 2013 and 2012 

(In thousands) 

This discussion and analysis of the Foothill/Eastern Transportation Corridor Agency's (the agency) financial 
performance provides au overview of the agency's financial activiti.es for the fiscal years ended June 30, 2013 
and 2012. Please read it in conjunction with the agency's financial statements. 

Background 

The agency was fonned in 1986 as a joint powers authority by the County of Orange and cities in Orange 
County, California. The agency was created to plan, design, finance , construct, and operate the Foothill (State 
Route 241) and Eastern (State Route 241, State Route 261, and State Route 133) Toll Roads. 

Planning began in the 1970s when local transportation studies identified the need for new highways , including 
the Foothill and Eastern Transportation Corridors (State Route 241, State Route 261, and State Route 133), to 
serve Orange County's growing population. In the early 1980s, the corridor was envisioned as a free highway 
funded through state or federal gas-tax revenues, but with a shortage of gas-tax revenues to fund transportation 
improvements and increasing costs of building new roads, local officials began to study alternative ways to fund 
road projects. 

In the mid-1980s, two state laws were passed authorizing the agency to collect tolls and development impact fees 
to fund road construction. With a pledged revenue stream from future tolls, the agency issued nonrecourse, 
toll-revenue bonds to fund road construction, rather than relying on the uncertainty of state gas-tax revenue. The 
agency also reached an agreement with the California Department of Transportation (Caltrans) to assume 
ownership, liability, and maintenance ofthe State Route 241, State Route 261, and State Route 133 Toll Roads as 
part of the state highway system. This agreement eliminated the need for the agency to seek additional funding 
sources for road maintenance. 

In 1993, the first 3.2-mile segment of the Foothill (State Route 241) Toll Road opened to traffic , the first toll road 
in Southern California to use FasTrak®, an electronic toll collection system that allowed drivers to pay tolls 
without stopping at a toll booth. As of June 30, 2013 and 2012, on average 180,000 and 178,000, transactions 
were recorded on the State Route 241, State Route 261, and State Route 133 Toll Roads every weekday , serving 
as an important, time-saving alternative route to local freeways and arterial roads. 

Financial Highlights 

Tolls, fees, and fines collected in fiscal year 2013 (FY13) totaled $128,727 compar ed to $122,948 in the prior 
fiscal year, an increase of 4.7%. 

Interest and principal payments of$89 ,395 and $15,705, respectively, on the agency's long-term debt were made 
in FY13 compared to $89,984 and $11,390, respectively, in the prior fiscal year. Accrual basis interest was 
$88,990 in FY13 compared to $89,689 in the prior fiscal year, and accretion on the agency ' s capital appreciation 
bonds and convertible capital appreciation bonds totaled $48,156 in FY13, compared to $45,390 in the prior 
fiscal year. 

As of June 30, 2013 and 2012, the agency had $545,226 and $550,926, respectively, in restricted cash and 
investments governed under the 1995 and 1999 master indentures of trust. The agency also had $121,499 and 
$116,311 in unrestricted cash. 
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FOOTIIlLL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Management's Discussion and Analy sis 

June 30, 2013 and 2012 

(In thousands) 

Total net position at June 30, 2013 and 20 12 was $(1,433,088) and $(1,412,251). The net pos1t10n results 
primari ly from the recording of long-tenn debt, proceeds of which funded the construction of the corridors. 
Ownership was transferred to Caltrans upon completion. The net position is also a result of accretion recorded on 
the capital appreciation bonds, which was greater than principal payments made. 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the agency 's financial statements, which 
comprise the statements of net position, statements of revenues, expenses, and changes in net position, statements 
of cash flows , and notes to the financial statements. 

The financ ial statements present the financial picture of the agency from the economic resources measurement 
focus using the accrua l basis of accounting. These statements include the recordab le assets of the agency as well 
as the liabilities. The current year's revenues and expenses are taken into account regardless of when cash is 
received or paid. The statements of cash flows provide info1mation about the agency's cash receipts , cash 
payments , and net changes in cash resulting from operating, capita l and related financin g, and investing activities 
during the reporting period. 

The statemen ts of net position and the statements of revenues, expenses, and changes in net position report the 
agency's net position and related changes in them. Net position is the difference between the recorded assets and 
liabilities. The recorded activities include alJ toll revenues and operating expenses related to the operation of the 
Foothill/Eastern Transportation Corridors. In addition , the agency's construction-re lated activities, including the 
design , construction, and mitigation on the Foothill/Eastern Transportation Corridors as well as all financing and 
administration costs, are reflected in the statements. The activities are financed by toll revenues, development 
impact fees, fees and fines , and investment income. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Management's Discussion and Ana lysis 

June 30, 2013 and 2012 

(In thou sands) 

Financial Analysis 

The following table summarizes the assets, liabili ties, and net position for the agency as of June 30, 2013 and 
2012 : 

Percentage Percentage 
increase increase 

2013 2012 (decrease) 2011 (decrease) 

Assets: 
Current assets $ 231,390 2 17,295 6.5% 202,757 7.2% 
Capital assets, net 367,352 353,871 3.8 344, 116 2.8 
Other noncurrent assets 442,748 456,365 (3.0) 446,174 2.3 

Total assets 1,041,490 1,027,53 1 1.4 993,047 3.5 

Liabilities: 
Bonds payable 2,404,474 2,372,023 1.4 2,338,023 1.5 
Other liabilities 70, 104 67,759 3.5 65,440 3.5 

Total liabilities 2,474,578 2,439,782 1.4 2,403,463 1.5 

Total net position $ (1,433,088) (1,412,251) 1.5 (1,4 10,416) 0.1 

The purpose of the agency is to plan, finance, design, and construct the remaining portions of the co rridor system 
and to operate and collect tolls from the patrons of the conidors to ext inguish the related long-term bond debt. 
The debt, issued in the form of tax-exempt bonds, was issued initially to construct the roads. Subsequent to 
completion, the roads are transferred to Caltrans. The net position results primari ly from using bond proceeds to 
constr uct the corridors, wh ich were then contributed to Caltrans, and from the accret ion of interest on the 
outstanding bonds. 

Curren t assets have increased this year mainly due to higher tolls , fees, and fines and deve lopment impact fee 
revenue collected during the year. Current assets increased in FY 12 mainly due to higher tolls , fee s, and fines 
reven ue collected during the year . 

Capital assets, net in FY13 and FY 12 have increase d mainly due to additions to construction in prog ress related 
to the preliminary design and env ironmenta l plannin g costs assoc iated with the 241 completion projec t. 

The increase in bonds payable at June 30, 2013 and 2012 results from the curren t year accretion on the capita l 
appreciation bonds totaling $48,156 and $45,390, respec tively, offset by a princ ipal payment of $15,705 and 
$11,390, respectively. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Management's Discussion and Analysis 

June 30, 2013 and 20 12 

(In thousands) 

The following is a summary of the agency's revenues, expenses, and changes in net position for the years ended 
June 30, 2013, 2012, and 2011: 

Percentage Percentage 
increase increase 

2013 2012 (decrease) 20ll (decrease) 

Operating revenues: 
Tolls, fees, and fines $ 128,727 122,948 4.7% 114,715 7.2% 
Development impact fees 11,794 4,752 148.2 1J,6 13 (59.1) 
Other revenue 423 1,342 (68.5) 601 123.3 
Grant revenue 147 376 (60.9) 

Total operating 
revenues 141,091 129,418 9.0 126,929 

Operating expenses 23,452 23,364 0.4 35,290 (33.8) 

Operating income 117,639 106,054 10.9 91,639 

Nonoperating expenses, net (138,476) (107,889) 28.4 (123,257) (12.5) 

Change in net 
position (20,837) (1,835) 1,035.5 (31,618) (94.2) 

Net position at beginning of year (1,412,251) ( 1,410,416) 0.1 (1,378,798) 2.3 

Net position at end of year $ (1,433,088) (1,412,251) 1.5 (1,410,416) 

Revenues for the agency consi st primarily of tolls, fees, and fines, which comprised 91.2% of total revenue in 
FY13 compared to 95 .0% oftotal revenue in FY 12. Tolls, fees, and fines increased 4.7% and 7.2%, resp ectively , 
over the prior year primarily due to toll rate increases and an increase in fee and fine collections. Development 
impact fees were $11,794 in FY13 compared to $4,752 in FY 12, an increase of 148.2% versus a decrease of 
59.1 % in FY 12. Section 66484.3 of the Ca lifornia Government Code authorizes the Foothill/Eastern 
Transportation Corridor Agency , through its member agencies, to require by ordinance the payment of a 
development impact fee as a condition of approval of a final map or as a condition of issuing a bui lding permit, 
for the purpose of deferring the actual estimated cost of constructing the Foothill and Eas tern Transportation 
Corridors. Amounts collected fluctuate from year to year depending on the increase or decr ease of developme nt 
within the area of benefit. 

Operating expenses were $23,452 in FY] 3 compared to $23 ,36 4 in FY 12, an increa se of .4%. Included in 
operating expenses are the noncash expen ses for depreciation on fixed assets and contribution of capital to 
Caltrans. Operating expenses excl uding contributions and depreciation increased $991 from $19,369 in FY I 2 to 
$20,360 in FY13. 
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FOOTHILL/EASTERN TRANSPOR';f ATION 
CORRIDOR AGENCY 

Management's Discussion and Analysis 

June 30, 2013 and 2012 

(Tnthousands) 

For FY13, nonoperating expenses, net consist of gain on sale of land of $575 offset by investment loss of $1,905 
and interest expense of $137,146. For FY12, nonoperating expenses, net consist of investment income of 
$27,190, offset by interest expense of$ 135,079. 

Interest expense comprises both interest payments and the change in accrued interest on long-term debt and 
accretion of bonds outstanding. The decrease in investment income of $29,095 is mostly due to unrealized loss 
resulting from an increase in interest rates . 

Capital Assets, Net 

The following table summarizes the capital assets, net of depreciation, at June 30: 

2013 2012 2011 

Construction 
Right-of-way 

in progress 
acquisitions , grading, or 

$ 339,854 325,055 313,877 

improvements 
Furniture and equipment 

15,014 
12,484 

15,539 
13,277 

15,539 
14,700 

Total capital assets $ 367,352 
======= 353,871 344,116 

Construction in progress primarily represents improvements in progress related to the 241 completion project. 
Right-of-way acquisitions, grading, or improvements include easements and environmental mitigation parcels . 
Furniture and equipment includes facility and toll revenue equipment related to the corridor operation s facility, 
transponder s, toll and violations collection equipment, toll booths and buildings , and changeable message signs. 

More detailed information about the agency's capital assets is presented in note 5 to the financial statements. 

Debt Administration 

The agency had outstanding bonds payable of $2,404,474, $2,372,023 and $2,338,023 at June 30, 2013, 2012, 
and 2011, respectively, an increase in FY13 and FY12 of $32,45 l and $34,000 due to the accretion of principal 
on capital appreciation bonds of $48,156 and $45,390, offset by a principal payment of $15,705 and $11,390, 
respe ctively . All of the agency's toll revenue, less certain expenses, as defined in the indentures of trust, is 
pledged to repay these bonds. There were no changes to the debt structure during FY13 or FY12. 

The agency has several debt covenants contained in the master indentures of trust. Management of the agency 
represents that the agency was in compliance with all of its covenants as of and for the years ended June 30, 20 I3 
and 2012. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Management's Discussion and Analysis 

June 30, 2013 and 2012 

(In thousands) 

While tolls, fees, and fines revenue increased during FYI 3 and the agency continues to pay its operating costs 
and debt service, the agency made a proactive step in April 2009 to ensure that it met its required coverage ratio 
of l.3x annual debt service in current and future years by establishing an escrow defeasance fund. Available 
surplus funds that are deposited with the trustee into the escrow fund can be used instead of toll revenues to pay 
debt service to assure that the debt service coverage ratio is met should revenues decline. During FYI 3 and 
FYl2, $13,500 and $16,400, respectively, was transfen-ed into the escrow defeasance fund and used to pay debt 
service. 

Economic Factors 

Conversion to All Electronic Tolling System (ABT) progressed during the year. The agency expects to offer 
license plate account tolling in January 2014 and conversion to cashless tolling by May 2014. During FY13, 
implementation expenditures for AET included civil design, toll systems procurement , project management, and 
back-office development. Cashless tolling increases free-flowing traffic, ridership safety and eliminates backups 
at the cash plazas. AET provides lower operating costs and offers a wider range of payment options for 
customers. 

The agency continued to focus on customer incentives and promotions to maintain and build transactions and 
revenue and continued to offer promotions to attract new drivers and reward cun-ent customers throughout the 
year, including the promotions for "AAA and Costco," "drive a week free," "$5 Costco holiday new enrollment, " 
"$30 converting cash users to FasTrak," and the "free toll for likes on Facebook and new account signups." 

Based on FY13 traffic and revenue trends and estimated transactions for FY14, toll rate increases were 
implemented in FY14 at all locations excep t Oso and Los Alisos, which remain unchanged and Alton which will 
increa se $0.75 for cash and $0.55 for FasTrak, by $0.25 for cash transactions and 5%, rounded to the nearest 
$0.05 for FasTrak transactions. Toll rate increases were implemented for FYI 3 at all locations except Oso and 
Los Alisos by $0.25 for cash transactions and 5%, rounded to the nearest $0.05, for FasTrak transaction s. 

During FY13 design and environmental work continued on the 241 Tesoro Extension that will lengthen the 24 1 
by five and a half miles. In FY14, work will continue on the development of engineeri ng plans, completion of 
environmental assessments, ongoing outreach and community input and development of a financial strategy for 
the extension . Upon completion of this work, the Board of Directors will be asked to approve the project, its 
financing and award a design-build contract amendment for its final design and construction. When completed, 
the 24 1 Tesoro Extension will provide a valuable alternative route for commuters and residents in the 
surro unding area . Long range planning efforts also continued related to the 241 completion project. 

Contacting the Agency's Financial Management 

This financial report is designed to provide a general overv iew of the agency's finances. Questions concerning 
any of the information provided in this report or request for additional financial information should be addressed 
to the Controller, Foothill/Eastern Transportation Corridor Agency , 125 Pacifica, Suite 100, Irvine, CA 92618 or 
to http://www.thetollroads.com. 
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FOOTIDLL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Statements of Net Position 

June 30, 20 13 and 2012 

(In thousands) 

2013 

Assets: 
Cunent assets: 

Cash and investments $ 121,499 
Restricted cash and investments 102,478 

Receivables: 
Accounts, net of allowance of $976 and $887 1,765 
Fees 327 
Interest 2,424 

Total receivables 4,516 

Due from San Joaquin Hills Transporta tion Corridor Agency 947 
Other assets 1,950 

Total current assets 231,390 

Noncurrent assets: 
Restricted cash and investments 442,748 
Capital assets, net 367,352 

Total assets 1,041,490 

Liabi lities: 
Cunent liabilities: 

Accounts payable 7,984 
Deferred revenue 13,984 
Due to San Joaquin Hills Transportation Corridor Agency 3,433 
Employee compensated absences payable 411 
Interest payable 44,292 
Curre nt portion of bonds payable 25,160 

Total current liabilities 95,264 

Long-term bonds payable 2,379,314 

Total liabilities 2,474 ,578 

Net position: 
Invested in capital assets, net of related debt (2,037,122) 
Restricted 486 ,147 
Unrestricted 117,887 

Total net position $ (1,433,088) 

2012 

116,311 
94,561 

1,638 
21 

2,324 

3,983 

912 
1,528 

217,295 

456 ,365 
353,87 1 

1,027,53 1 

5,842 
13,556 
3,215 

449 
44,697 
15,705 

83,464 

2,356,318 

2,439,782 

(2,018,152) 
492,352 
113,549 

(1,412,251) 

See accompanying notes to financia l statements. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Statements of Revenues, Expenses, and Changes in Net Position 

Years ended June 30, 2013 and 2012 

(In thousands) 

2013 

Operating revenues: 
Tolls, fees, and fines $ 128,727 
Development impact fees 11,794 
Other revenues 423 
Grant revenues 147 

Total operating revenues 141,091 

Operating expenses: 
Toll comp liance and customer service 7,578 
Toll systems 3,145 
Salaries and wages 2,969 
Toll collections 2,168 
Depreciation 2,121 
Professional services 1,702 
Contribution of capital improvements to Caltrans 971 
Toll facilities 811 
Insurance 774 
Marketing 655 
Facilities operations, maintenance, and repairs 200 
Other operating expenses 358 

Total operating expenses 23,452 

Operating income 117,639 

Nonoperating revenue (expenses): 
Gain on sale of land 575 
Investment (loss) income 
Interest expense 

(1,905) 
(137,146) 

Nonoperating expenses, net (138,476) 

Change in net position (20,837) 

Net position at beginning of year (1,412,251) 

Net position at end of year $ (1,433,088) 

See accompanying notes to financial statements . 

2012 

122,948 
4,752 
1,342 

376 

129,418 

7,222 
3,130 
3,469 
2,175 
2,625 

305 
1,370 

784 
717 

1,002 
209 
356 

23,364 

106,054 

27,190 
(135,079) 

(107,889) 

(1,835) 

(1,410,416) 

(1,412,251) 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Statements of Cash Flows 

Years ended June 30, 2013 and 2012 

(In thousands) 

2013 2012 
Cash flows from operating activities: 

Cash received from toll road patrons $ 
Cash received from development impact fees 
Cash received from miscellaneous revenue 
Cash received from property rental 
Cash received from grant revenue 
Cash payments to supp liers 
Cash payments to employees 

Net cash provided by operating activities 

Cash flows from capital and related financing activities: 
Cash rece ipt for land/ROW 
Cash payment s for equipment 
Cash payments for construction in progress 
Cash payments for interest and principal 

Net cash used in capital and related financing activities 

Cash flows from investing activities: 
Cash received from interest, net of realized ga ins and losses 
Cash payments for purchase of investments 
Cash received from the maturity and sale of investments 

129,005 123,945 
11,488 4,754 

70 946 
352 396 
3 19 376 

(15,970) (16,299) 
(3,013) (3,344) 

122,251 110,774 

1, 100 50 
(1,068) (1,391) 

(15,691) ( 10,879) 
(105, 1002 ( I 01,374) 

(120,759) (113,594) 

7,600 4,777 
(397,012) (371 ,180) 
399,064 340,094 

Net cash provided/(used in) by investing activities 9,652 (26 ,309) 

Net increase/(decrease ) in cash and cash equivalents 11,144 (29, 129) 

Cash and cash equivalents at beginning of year 56,479 85,608 
Cash and cash equivalents at end of year (note 4) $ 67,623 56,479 

Reconciliation of operating income to net cash provided by operating activities: 
Operating income $ 

Adjustments to reconcile operating income to net cash provided by operating 
activities: 

Depreciation 
Contribution of capita l improvements to Caltrans 
Changes in operating assets and liabilit ies: 

Accounts receivable 
Fees receivable 
Accounts payab le, less accounts payable for fixed assets and 

constrnct ion in progress 
Deferred revenue 
Due from San Joaqu in Hills Transp ortation Corridor Agency 
Due to San Joaquin Hills Transportation Corridor Agency 
Other assets 
Employee compensated absences payable 

117,639 106,054 

2,121 2,625 
97 1 1,370 

( 161) ( 120) 
(306) 2 

1,836 (101) 
428 880 
(35) (49) 
218 285 

(422) (180) 
(38) 8 

Tota l adjustme nts 

Net cash provided by operating activities 

Noncash transactions: 
Interest expense recorded for accretion of bonds outstanding 
Unrealized (loss)/ga in on investments 
Amortization of discount/premi um on investments 

$ 

$ 

4 ,612 

122,25 1 

(48,156) 
( 13,2 15) 

3,6 1 I 

4,720 

110,774 

(45,390) 
15,024 
3,0 14 

See accompanyi ng notes to financial statements. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

(1) Reporting Entity 

In recognition of the regional transportation needs in the County of Orange (County), the California State 
Legislature has enacted various amendments to the California Government Code to authorize the financing 
of bridges and major thoroughfares by joint powers agencies. Pursuant to such authorization, the 
Foothill/Eastern Transportation Corridor Agency (the agency) was created in January 1986 by a joint 
exercise of powers agreement. Current members are the County and the cities of Anaheim, Dana Point, 
Irvine, Lake Forest, Mission Viejo , Orange, Rancho Santa Margarita, San Clemente, San Juan Capistrano, 
Santa Ana, Tustin, and Yorba Linda (collectively, the member agencies). The purpose of the agency is to 
plan, design, construct , finance, administer funds for, and operate the Foothill and Eastern Transportation 
Corridors, including thoroughfares and bridges. The agency is governed by a Board of Directors 
comprising representatives from the member agencies. The agency has the power to, among other things, 
incur debt and establish and collect tolls. 

These financial statements comprise the activities of the agency. There are no other organizations for 
which the agency is financially accow1table or for which it is fiscally responsible. The agency and the San 
Joaquin Hills Transportation Corridor Agency (SJHTCA) are under common management and together are 
called the Transportation Corridor Agencies. However, each agency has an independent governing board . 

(2) Summary of Significant Accounting Policies 

The accounting policies of the agency are in conformity with U.S. generally accepted accounting principles 
applicable to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted 
standard-setting body for establishing accounting and financial reporting principles. 

(a) Basis of Presentation 

The agency records revenue in part from fees and other charges for services to exte rnal users and, 
accordingly, has chosen to present its financial statements using the reporting model for 
special-purpose governments engaged in business -type activities. This model allows all financial 
information for the agency to be reported in a single column in each of the accompanying financial 
statements. 

The agency distinguishes operating revenues and expe nses from nonoperating items in the 
preparation of its financial statements. Operatin g revenues and expenses generally result from the 
collection of tolls, fees, and fines on the corridors. The agency's operating expenses include 
contribution expense, depreciation , materials, services, and other expenses related to the operation of 
the corridors. All revenues and expenses not meeting this definition are reported as nonoperating 
revenues and expenses. 

(b) Basis of Accounting 

The financial statements are prepared using the accrual basis of accounting. Revenues are recognized 
when earned, and expenses are recognized when incurred. In the year ended June 30, 20l2 , the 
Agency implemented GASB Statement No. 62, Codification of Accounting and Financial Reporting 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Guidance Contained in Pre-November 30, 1989 FASB and A/CPA Pronouncements. In the year 
ended June 30, 2013, the Agency implemented GASB Statement No. 63, Financial Reporting of 
Deferred Outflows of Resources, Deferred Inflows of Resources and Net Position. 

Restricted resources are used in accordance with the agency's master indenture s of trust. 
Unrestricted resources are used at the agency 's discretion. When both restricted and unrestricted 
resources are available for use, it is the agency ' s policy to determine on a case-by-case basis when to 
use restricted or unrestricted resources. 

(c) Budget 

Fiscal year budgets are prepared by the agency's staff for estimated revenues and expenses. The 
Board of Directors adopts the annual budget at the June board meeting for the fiscal year 
commencing the following July . The approval of the budget requires the consent of at least 
two-thirds of the Board Members. No expenditw-es in excess of the total budget for each 
board-designated category are made without the approval of at least two -thirds of the Board 
Members, at which time a revised and amended budget is required to be submitted to the Board of 
Directors . All budgets are adopted on a basis consistent with U.S. generally accepted accounting 
principles . All budget appropriations lapse at year-end. Any budgeted expenses not incurred by each 
year -end must be reappropriated in the next fiscal year. 

(d) Caslt and Caslt Equivalents 

Cash and cash equivalents generally consist of cash on hand, demand deposits, and short-term 
investments with original maturities of three month s or less from the date of acqui sition. 

(e) Investments 

Investment s in U.S. government securities , federal agency securities , and corporate notes are carried 
at fair value based on quoted market prices. Commercial paper is carried at amorti zed cost (which 
approximates fair value). Treasury mutual funds are carr ied at fair value based on the fund's share 
price. 

The agency classifies investments as current or noncurrent based on how readily the investment is 
expected to be converted to cash and whether any restrictions limit the agency's ability to use the 
resources. 

(f) Receivables 

Receivable s include amounts due from memb er agencies for development impact fees collected on 
behalf of the agency, credit card receivables , interop erab le receivables due from other California toll 
agencies, patron violation receivables , and interest. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financia l Statements 

June 30, 2013 and 2012 

(In thousands) 

(g) Capital Assets 

Capital assets include construction in progress, environmental mitigation sites , easements, the 
corridor operations facility, transponders, toll and violations collection equipment, toll booths, 
buildings, changeable message signs, vehicles, and fumitme. Right-of-way acquisitions , grading , or 
improvements include easements and environmental mitigation parcels. Furniture and equipment 
include transponders, toll and violations collection equipment, toll booths and buildings, vehicles, 
and leasehold improvements . Capital assets are defined by the agency as assets with an initial, 
individual cost of more than five thousand dollars, with the exception of transponders, which are 
valued in total, and an estimated useful life in excess of one year. Such assets are recorded at cost. 

The Foothill/Eastern Tran sportation Corridors and the related purchases of right-of-way, for which 
title vests with the California Department of Transpor tation (Caltrans), are not included as capital 
assets because the agency does not have title to such assets or right-of-way. The costs of nonnal 
maintenance and repairs and mitigation that do not add value to the asset or materially extend asset 
lives are not capita lized. 

Assets that are determined to be impaired are recorded at the lower of cost or estimated net realizab le 
value. 

Capital assets are depreciated using the straight-line method over the following estimate d useful 
lives: 

Asset type 

Toll booths and buildings 
Changeable message signs 
Toll revenue equipment 
Vehicles 
Leasehold improvements, other 

equipment and furniture 

(h) Deferred Revenue 

Useful life 

20-30 years 
15 years 
5 years 
5 years 

5- 10 years 

Deferred revenue represents prepaid tolls collected from patrons using FasTrak®, an electronic toll 
collection system that allows drivers to pay tolls without stopping at a toll booth. 

(i) Revenue Recognition 

Toll revenue is recognized at the time the vehicle passes through the toll plaza. Other revenues are 
recognized when they are earned. 

(j) Allocat ion of Common Costs 

Expe nses directly related to the agency were charged entirely to the agency, and those incun-ed on 
behalf of both the agency and SJHTCA were allocated between the two agencies based on the 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

estimated benefit to each. In addition, the agency also has amounts due from SJHTCA related to 
SJHTCA FasTrak customers incurring tolls on the agency 's corridors and other expenses and has 
amounts due to SJHTCA related to the agency's FasTrak customers incurring tolls on State 
Route 73. At June 30, 20 13 and 2012 , the agency has a net payable due to SJHTCA of $2,486 and 
$2,303, respectively , for such items. 

(k) Net Assets 

The agency's net assets are classified into the following net asset categories: 

Invested in Capital Assets , Net of Related Debt: Capital assets, net of accumulated depreciation and 
outstanding principal balances of debt attributable to the acquisition, construction, and improvement 
of those assets and assets contributed to Caltrans. 

Restricted: Net assets subject to externally impos ed conditions that can be fulfilled by the actions of 
the agency or by the passage of time . These net assets relate primarily to restricted bond proceeds 
and certain revenues collected. 

Unrestricted: All other categories of net assets . 

(I) Use of Estimates 

The preparation of financial stateme nts in conformity with U.S. generally accepted account ing 
principles requires management to make estimates and assumptions that affect the reported amounts 
of certain assets and liabilities and disclosures of contingent assets and liab ilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the repo1iing period. 
Actual results could differ from those estimates . 

(m) Comparative Data 

Certain amounts repo1ted in the prior year have been recla ssified to conform to the current year 
presentation. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statement s 

June 30, 20 13 and 2012 

(In thousands) 

(3) Development Impact Fees 

The sources of development impact fees were the following for the years ended June 30, 2013 and 2012: 

2013 2012 

City of Irvine $ 7,293 3,29 1 
City of Tustin 904 256 
City of Yorba Linda 789 209 
City of Santa Ana 629 2 
City of Lake Forest 537 673 
County of Orange 527 44 
City of San Juan Cap istrano 468 30 
City of Mission Viejo 214 112 
City of Rancho Santa Margarita 203 49 
City of San Clemente 192 56 
City of Anaheim 25 30 
City of Orange 8 
City of Dana Point 5 

$ 11,794 4,752 

(4) Cash and Investments 

Cash and investments as of June 30, 2013 and 2012 are classified in the accompanying financial statements 
as follows: 

2013 2012 

Cash and investments $ 121,499 116,311 
Current restricted cash and investments 102,478 94,561 
Noncurrent restricted cash and investments 442,748 456 ,365 

$ 666,725 667,237 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Cash and investments as ofJune 30, 2013 consist of the following: 

Cash and 
cash 

equivalents Investments Total 

Cash on hand 
Demand deposits 
Money market 
Commercial paper 
Federal agency securities 
Investments held with trustee per debt 

$ 118 
15,343 
27,697 

3,499 19,059 
98,157 

118 
15,343 
27,697 
22,558 
98,157 

agreements 20,966 481,886 502,852 

Total $ 67,623 599,102 666,725 

Cash and investments as of June 30, 2012 consist of the following: 

Cash and 
cash 

equivalents Investments Total 

Cash on hand $ 118 118 
Demand deposits 13,986 13,986 
Money market 29,000 29,000 
Commercial paper 7,404 7,404 
Federal agency securities 105,347 105,347 
lnvestments held with trustee per debt 

agreements 13,375 498,007 511,382 
Total $ 56,479 610,758 667,237 

(a) Cash Deposits 

Custodial Credit Risk Related to Cash Deposits 

The custodial credit risk for deposits is the risk that the agency will not be able to recover deposits or 
will not be able to recover collateral securities that are in possession of an outside party. This risk is 
mitigated in that, of the total cash balance at June 30, 2013 and 2012, $118 was cash on hand, and 
$15,343 and $13,986, respectively , was insured by federal depository insurance and collateralized in 
accordance with Section 53652 of the California Government Code with securities held by the 
pledging financial institution in the agency's name. 

At June 30, 20 13 and 2012, the carrying amount of the agency' s cash deposits was $15,343 and 
$13,986, respectively, and the corresponding bank balance was $15,944 and $14,490, respectively . 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

The difference of $601 and $504, respectively, was principally due to outstanding checks. The 
agency's petty cash fund and toll change funds totaled $118. 

(b) Investments 

Credit Risk and Concentration of Credit Risk 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. Concentration of credit risk is the risk of loss attributed to the magnitude of an 
investment in a single issuer. The agency mitigates these risks by holding a diversified po1ifolio of 
high-quality investments . The agency's investment policy sets specific parameters by type of 
investment for credit quality, maturity length, and maximum percentage investment. Both the policy 
and the agency's debt agreements state that , generally , all securities must be issued by companies 
with a long-term debt rating of at least "A" by two of the Nationally Recognized Statistical Rating 
Organizations (NRSRO) or at least "AA" by one NRSRO. The policy also indicates specific rating 
requirements for certain types of investments. Percentage limitations on specific types of securities 
are based on the purchase price of the security, as compared to the market value of the portfolio, at 
the time of purchase . The policy does not require sales in a portfolio for subsequent changes in 
market value of the total portfolio to avoid exceeding the prescribed allocation level. 

The table below identifies the investment types that are authorized by the agency's investment 
policy. The table also identifies certain provisions of the agency's investment policy that addresses 
interest rate risk and concentration of credit risk. This table does not address investments of debt 
proceeds held by bond trustee that are governed by the provisions of debt agreements of the agency, 
rather than by the general provisions of the agency's investment policy. 

Maximum 
Maximum percentage Specific 

Authorized Maximum percentage investment rating 
investment type maturity of portfolio* in one issuer requirement 

U.S. Treasury bills , notes , 5 years 100 100 NIA 
and bonds 

Federal agency and U.S. 5 years 35100 NIA 
government-sponsored 
enterprise notes and 
bonds 

Federal agency 5 years 20 15 2nd highest 
mortgage-backed ratings 
securities category by 

anNRSRO 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Maximum 
Max imum percentage Specific 

Authorized Maximum percentage investment rating 
investment tyee maturity of portfolio t' in one issuer requirement 

Certificates of deposit 5 years 100** 5 

Negotiable certificates 5 years 30 5 
of deposit 

Banker 's acceptances 180 days 30 5 

Commercial paper 270 days 25 10%of 
outstanding 
paper ofan 
issuing 
corporation 

Repurchase agreements 90 days 25 5 

Medium-tern, maturity 5 years 30 5 
corporate notes 

19 

Long-term debt 
ratings in one 
of highest 
ratings 
categori es 
by two 
NRSROs 

Long-tenn debt 
ratings in one 
of highest 
ratings 
categories 
by two 
NRSROs 

Drawn on and 
accepted by 
a bank that 
carries the 
highest 
short-term 
ratings 
category by 
oneNRSRO 

Highest 
short-term 
rating by a 
NRSRO 

NIA 

Long-tenu 
debt rating 
in one of 
highest 
ratings 
categories by 
twoNRSROs 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Maximum 
Maximum percentage Specific 

Authorized Maximum percentage investment rating 
investment type maturity of portfolio* in one issuer reguirement 

State of California Local 
Agency Investment 
Fund 

NIA Lesser of 
$50 million 
or 15% of 

5 NIA 

portfolio 

County or local agency 
investment pools 

NIA 15 5 NIA 

Asset-backed securities 5 years 20 5 "AAA" by 
oneNRSRO; 
issuer must 
have 
underlying 
rat ing of"A" 
or better 
from two 
NRSROs 

Shares in a California 
common law trust 

NIA None 5 Highest rating 
category by 
anNRSRO 

Money market mutual funds NIA 20 5 Highest 
applicable 
rating by two 
NRSROs 

Bonds or notes issued by 
any municipality in the 
State of California 

5 years 30 5 One of the 
three highest 
rating 
categories 
by at least 
twoNRSROs 

20 (Continu ed) 



FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Maximum 
Maximum percentage Specific 

Authorized Maximum percentage investment rating 
investment type maturity of portfol io* in one issuer requirement 

Bonds or notes issued by 5 years 30 5 One of the 
any state three highest 

rating 
categories 
by at least 
tv,o NRSROs 

* Excluding amounts held by trustee, which are subject to provisions of the bond indentures. 
** Up to I 00% as long as insured by Federal Deposit Insurance Corporation (FDIC) or National 

Credit Union Administration (NCUA). 

At June 30, 2013, 5% or more of the agency 's investments were in the U.S . Re solution Funding 
Corporation (RFCO), the Federal National Mortgage Association , the Federal Home Loan Mortgage 
Corporation, the Federal Farm Credit Bank and the Federal Home Loan Bank as authorized by the 
agency's investment policy. These investments are 19%, 10%, 9%, 9% , and 6%, respective ly, of the 
agency's total investments . 

At June 30, 2012 , 5% or more of the agency's investments were in the RFCO, the Federal National 
Mortgage Association , the Federa l Home Loan Mortgage Corporation , the Federal Home Loan 
Bank, and the Federal Fann Credit Bank as authorized by the agency's investment policy. These 
investments are 21 %, 19%, 12%, 8%, and 8%, respectively, of the agency's total investment s. 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Investment of debt proceeds and toll revenues held by the agency ' s trustee are governed by 
provisions of the debt agreements, rather than by the general provisions of the Cal ifornia 
Government Code or the agency's investment policy. The following table identifies the investment 
types that are authorized for these moneys, and if noted, the specific rating requirements . 

Investments authorized by debt 
agreements* Specific rating requirement 

Government obligations (including U.S. NIA 
Treasury strips and RFCO strips) 

Federal agency debt instruments NIA 

Municipal securities One of the two highest rating categories by 
Moody's and S&P, and if rated by Fitch , in one of 
the two highest rating categories 

Negotiable certificates of deposit insured Two highest ratings by two NRSROs if insured by 
by FDIC, Bank Insurance Fund (BIF), deposits, federal funds or bankers acceptance 
and Savings Association Insurance of any bank 
Fund (SAIF) or secured by 
government obligations 

Banker's acceptances Prime-1 or A3 or better by Moody's , A-1 or A or 
better by S&P and, if rated by Fitch, F-1 or A 
or better 

Commercial paper Prime-] or better by Moody 's and A-1 or better 
by S&P and, ifrated by Fitch, F- 1 or better 

Repurchase agreements A or better by both Moody's and S&P and, if 
rated by Fitch, A or better 

Medium-term maturity corporate notes One of the three highest applicable rating 
categories, or approved in writing, by S&P, and, if 
rated by Fitch, rated in one of the three highest 
applicable rating categories 

Money market mutual funds AAAm-G, AAA-m, or AA-111by S&P and, if 
rated by Moody's, Aaa, Aa I , or Aa2 and, if rated 
by Fitch, AAA or AA 

Investment agreements NIA 

* Other investments may be allowed if the agency certifies to the trustee that the investment 
was approved in writing by each rating agency, which has assigned a rating to the agency's 
bonds, and by the agency 's bond insurer . 
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FOOTHILL/EASTERN TRANSPORTATION 
CORRIDOR AGENCY 

Notes to Financial Statements 

June 30, 20 13 and 2012 

(In thousands) 

At June 30, 2013 and 20 12, all of the agency's investments held were rated at or above the minimum 
required rating per the agency's investment policy and debt agreements : 

June 30, 2013 June 30 , 2012 
Investment type S&P Moody's S&P Moody's 

U.S. Treasury bills AA + Aaa AA+ Aaa 
U.S. Treasury notes AA + Aaa AA+ Aaa 
U.S. Treasury strips AA + Aaa AA+ Aaa 
U.S. federa l agency bonds AA + Aaa AA+ Aaa 
Money market funds AAA.m AAAm 

Commercia l paper: 
ING A-1 P-1 A-1 P-1 
Reckitt Benckiser A-1 P-1 
Union Bank A-1 P-1 
Abbey National LLC A-1 P-1 
Natixis A-1 P-1 

Corporate notes - Medium term : 
Bank of NY Mellon A+ Aa3 
Caterpillar A- A2 
Met life-Life Insurance Division AA- Aa3 AA - Aa3 
Metlife-Acquisition Financing 

Division A- A3 
Barclays A+ A2 
General Electric Capital AA+ Al AA+ Al 
Coca Cola AA- Aa3 A+ Aa3 
Target A+ A2 A+ A2 
Walmait AA Aa2 AA Aa2 
NY Life AA+ Aaa 
Pepsi A Al 
IBM AA- Aa3 
Toyota A Aa3 

Municipal bonds: 
San Francisco Bay Area Toll 

Authority AA- Aa3 
California State Revenue A Al 
Dallas Texas General Revenue AA+ Aal 
Massachusetts State General 

Obligation AA+ Aal 
New Mexico State AAA A.al 
New York State Development AAA * 
University of California 

Regents Revenue AA Aal 

* Rated AA by Fitch 
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Notes to Financial Statements 

June 30, 2013 and 2012 

(In thousands) 

Custodial Credit Risk 

Custodial credit risk for investments is the risk that the agency will not be able to recover the value 
of investment securities that are in the possession of an outside party. All securities owi1ed by the 
agency are deposited in the agency's trustee bank with the exception of a money market account, 
which is deposited in the agency's primary bank. Securities are not held in broker accounts. 

Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. The agency mitigates this risk by matching maturity dates, to the extent possible, with 
the agency's expected cash flow. 

A summary of the agency's investments governed by both the agency's investment policy and its 
bond agreements, including money market funds of $27,697, commercial paper of $3,499, and 
investments held with trustee of $20,966, that are considered cash equiva lents held at June 30, 2013 
is as follows: 

Remaining maturity 

Investment type Fair value 
12 months 

or less 
13 to 

24 months 
25 to 

60 months 
More than 
60 months 

Federal agency securities 
RFCO strips 
Corpo rate notes 
U.S. Treasur y notes 
U.S. Treasury bills 
Money marke t funds 
Commercial paper 
Municipal bonds 
U.S. Treasury str ips 
Certificates of deposit 

$ 216,504 
122,639 
91,153 
86,225 
50,143 
27,697 
31, [70 
15,29 1 
8,448 
1,994 

68,540 
8,988 

37,324 
30,769 
50, 143 
27,697 
31,170 

2,933 

86,744 
8,938 

39,524 
19,335 

5,920 

61,220 
25,903 
14,305 
36 , 121 

6,438 

1,99 4 

78,810 

8,448 

Total $ 651,264 257,564 160,461 145,98 1 87,258 
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A summary of the agency's investments governed by both the agency's investment policy and its 
bond agreements, including money market funds of $29,000 and investments held with trustee of 
$13,375, that are considered cash equivalents held at June 30 , 2012 is as follows: 

Remaining maturity 

Investment type Fair value 
12 months 

or less 
13 to 

24 months 
25 to 

60 months 
More than 
60 months 

Federal agency securities 
RFCO strips 
U.S. Treasury notes 
U.S. Treasury bills 
Corporate notes 
Money market funds 
Commercial paper 
U.S. Treasury strips 

$ 310,581 
135, 100 
64,165 
48,048 
40,090 
29,000 
16,991 
9,158 

114,684 
8,973 

28,919 
48,048 

29,000 
16,991 

69,825 
8,911 

29,177 

23,621 

126,072 
26, 145 

6,069 

16,469 

91,071 

9, 158 

Tota l $ 653,133 246,6 15 131,534 174,755 100,229 

(5) Capital Assets 

Capital assets consist of the following at June 30, 2013: 

Balance at 
beginning 

of year 

Construction in progress $ 325,055 
Right-of-way acquisitions, 

grading, or improvements 41,526 
Furniture and equipment 31,295 

Additions 

15,770 

1,328 

Transfers/ 
deletions 

(971) 

(1,318) 
(2,140) 

Balance at 
end of year 

339,854 

40,208 
30,483 

397,876 17,098 (4,429) 410,545 

Impainnent loss on right-of-way 
acquisitions , grading, or 
improvements 

Furniture and equipment 
accumulated depreciation 

(25,987) 

(18,018) (2,121) 

793 

2,140 

(25,194) 

(17,999) 

$ 353,871 14,977 (1,496) 367,352 
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Capital assets consist of the following at June 30,2012: 

Balance at 
beginning Transfers/ Balance at 

of year Additions deletions end ofyear 

Construction in progress $ 313,877 13,430 (2,252) 325,055 
Right-of-way acquisitions, 

grading, or improvements 41,526 41,526 
Furniture and equipment 32,195 1,202 (2,102) 31,295 

387,598 14,632 (4,354) 397,876 

Impairment loss on right-of-way 
acquisitions, grading, or 
improvements 

Furniture and equipment 
(25,987) (25,987) 

accumu lated depreciation (17,495) (2,625) 2,102 (18,018) 

$ 344,116 
======== 

12,007 (2,252) 353,871 

Impairment of Capital Assets 

In fiscal year 2005, the agency adopted GASB Statement No . 42, Accounting and Financial Reporting for 
Impairment of Capital Assets and for Insurance Recoveries. This resulted in recording a noncash 
impainnent loss on right-of-way acquisitions, grading, or improvements of $25,987 related to mitigation 
parcels held that will ultimately be conveyed to other owners for no consideration and excess parcels that 
have lost value due to accessibi lity or other factors. This write-down did not reflect any physical change to 
the properties; rather it was to reflect the development cycle of mitigation assets. 

Transfer of Ownership/Deletions 

Ownership of the Foothill/Eas tern Transportation Corridor construction , right-of-way acquisitions , 
grading, and improvements were transferred to Ca ltrans during the year ended June 30, 1999 upon 
satisfaction of all conditions contained within the Cooperative Agreements between the agency and 
Caltrans. For the years ended June 30, 2013 and 2012, the agency incurred expenditures for improvements 
and enhancements to major thoroughfares already transferred to Caltrans. The improvements and 
enhancements are covered by separate project-specific Cooperative Agreements with Caltrans and are 
transferred on an ongoing basis. The balance of construction in progress represents capita l improvements 
in progress, primarily the 241 completion project. Upon completion , these capital assets will a lso be 
transferred to Caltrans and recognized as a contribution expense. 
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(6) Long-Term Obligations 

The fo llowing is a summary of chang es in long-term obli gations during the yea r ended Jun e 30, 2013: 

Balan ce at Balance at Du e 
beginnin g Addition s/ end of w ithin 

of year accretions Reductions year one year 

Ser ies 1999 Toll Road Refund ing 
Revenue Bonds: 

Current Interest Bonds $ 7 12,080 (15,705) 696,3 75 25, 160 
Capital Apprecia tion Bonds 789,923 48, 156 838,079 
Convert ible Capital 

Appreciation Bonds 690,030 690, 030 
Series 1995A (fixed rate) Senior 

Lie n Toll Road Revenue Bonds: 
Current Interest Bonds 179,990 179,990 

Total bonds 
payab le $ 2,372 ,023 48,156 (15,705) 2,404, 474 25, 160 

The followi ng is a summ ary of changes in long-term obligatio ns dur ing the year ended Jun e 30, 20 12: 

Balance at Bal ance at Due 
beginning Addition s/ end of within 

of ye ar accretion s Reductions year one year 

Ser ies 1999 To ll Road Refunding 
Reve nue Bonds: 

Current Interest Bonds $ 723 ,470 ( 11,390) 712,080 15,705 
Capi tal Appreciation Bonds 744,533 45,390 789,923 
Convertible Capita l 

Appreciat ion Bonds 690,030 690 ,030 
Series 1995A (fixed rate) Senior 

Lien To ll Road Revenue Bonds: 
Current Interest Bonds 179,990 179,990 

Tota l bonds 
payab le $ 2,338 ,023 45 ,390 ( 11,390) 2,372, 023 15,705 ========== 

Toll Road Revenue Bonds 

In August 1999, the agency issued serial, term, and cap ital apprec iation toll road refunding revenue bonds 
(1999 Refunding Bo nds) in the aggregate pri ncipal amount of $ 1,588,144 consisting of current interest 
bonds in the prin cipa l amount of $831,965, convertible capital appreciation bonds in the principal amount 
of $388,223, and cap ital apprecia tion bonds in the principal amo unt of $367,956. The 1999 Refunding 
Bond s are subordinate to the remaining 1995 Unrefunde d Bonds of $179,99 0 and are co llatera lized by net 
reve nues, as defined in the master indentures, cons isting primaril y of toll reve nues less current expenses. 
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The 1995 Unrefunded Bonds are current interest bonds. Interest on the bonds is payable semiannually at a 
rate of 5.00% and is capitalized through January I, 2032. The bonds mature on January 1, 2035. The bonds 
are subject to early redemption, at the option of the agency, beginning January I, 2005 by payment of 
accrued interest and principal with no premium . 

Interest on the 1999 current interest bonds is payable semiannually at rates ranging from 4.38% to 5.75%. 
The bonds mature in annual installments from January 15, 2004 to January 15, 2040. The bonds are subject 
to early redemption, at the option of the agency , beginning January 15, 20 l 0 by payment of accrued 
interest , principal, and a premium of up to l.00%. 

The 1999 capital appreciation bonds accrue interest at rates ranging from 5.63% to 6.09%, compounded 
semiannua lly. The bonds mature in annual installments from January 15, 2017 to January 15, 2038. The 
bonds are subject to early redemption , at the option of the agency, beginning January 15, 2010 by payment 
of accrued interest, principal, and a premium of up to 2.00%. 

The 1999 convertible capital appreciation bonds accrue interest at rates ranging from 5.80% to 5.88% 
compounded semiannually . Interest is payable semiannually based on accreted amounts commencing on 
January 15, 2010 . The bonds mature in annual installments from January 15, 2020 to January 15, 2029. 
The bonds are subject to early redemption, at the option of the agency , beginning January 15, 2014 by 
payment of accrued interest, principal, and a premium of up to 1.00%. 

The master indentures of trust require the trustee to hold bond proceeds, toll revenues, and any other 
proceeds included in pledged funds for debt service. These moneys are included in the restricted cash and 
investments held by the trustee. 

The following is a summary of the agency's annua l debt service requirements by fiscal year for the 1995 
senior lien toll road revenue bonds and the 1999 to ll road refunding bonds as of June 30, 2013: 

Principal Interest(!) Total 

2014 
20 15 
2016 
2017 
20 18 
2019-2023 
2024-2028 
2029-2033 
2034-2038 
2039- 2040 

$ 25, 160 
30,205 
42,990 
40,081 
44,693 

344,407 
492,391 
419,32 1 
421,406 
543,820 

87,918 
86,452 
84,579 
92,2 13 
96,37 1 

455,514 
461,514 
699,969 
874,246 
32,284 

113,078 
116,657 
127,569 
132,294 
141,064 
799,921 
953,905 

1, 119,290 
1,295,652 

576,104 

$ 2,4 04,474 2,97 1,060 5,375,534 

( IJ Includes payments on January 1 and January 15 of such fiscal year and July 1 and July 15 of the 
next fiscal year. 
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The following is a summary of the agency's annual debt service requirements by fiscal year for the 1995 
senior lien toll road revenue bonds and the 1999 toll road refunding bonds as ofJune 30, 2012: 

Principal Interest(l ) Total 

2013 $ 15,705 88,990 104,695 
2014 25,160 87,918 113,078 
2015 30,205 86,452 116,657 
2016 42,990 84,579 127,569 
2017 37,917 94,377 132,294 
2018-2022 282,783 487,516 770,299 
2023-2027 429,964 488,666 9 I8,630 
2028-2032 500,415 594,297 1,094,712 
2033-2037 410,011 839,351 1,249,362 
2038-2040 596,873 256,061 852,934 

$ 2,372,023 3,108,207 5,480,230 

(1) Includes payments on January 1 and January 15 of such fiscal year and July I and July 15 of the 
next fiscal year. 

Included in principal at June 30, 2013 and 2012 is $771,930 and 723,774 , respectively, related to accreted 
principal on convertible capital appreciation bonds and capital appreciation bonds. 

The net proceeds of the 1999 Refunding Bonds plus additional 1995 series moneys were used to purchase 
U.S. government secur ities, which were placed in an irrevocabl e escrow fund to be used for the debt 
service payments related to the refunded bonds. As of June 30, 2013 and 2012, the amount of the refunded 
bonds outstanding, which were previously eliminated in the financial statements as a resu lt of the 
refunding, was $706,471 and $657,873, respectively. 

(7) Commitments and Contingencies 

(a) Toll Collection and Revenue Management System Agreements 

The agency and SJHTCA entered into agreemen ts with var ious contractors for a customer service 
center, hardware maintenance , toll collection systems operation and maintenance , toll attendant 
staffing and supervision , and violation processing. The agreements expire on various dates through 
October 31, 2015. Additionally , all agreements are cancelab le by the agency, without further 
obligation, upon written notice , genera lly within 90 days. 

(b) Project Costs 

As of June 30, 2013, the agency has outstanding commitments and contracts for improvements on 
existing construction of approximately $15,213. 
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(c) Litigation 

The agency is a defendant in various legal actions . Management believes that the ultimate resolution 
of these actions will not have a significant effect on the agency ' s financial position or results of 
operations . 

(d) Risk Management 

The agency maintains insurance coverage for various risks, including but not limited to property, 
liability, earthquake, and flood coverage. Coverage is purchased at levels in accordance with the 
agency's master indentures of trust. 

(e) Mitigation Payment and Loan Agreement 

On November 10, 2005, the agency's Board of Directors, with the Board of Directors of the 
SJHTCA, entered into a Mitigation Payment and Loan Agreement (the Agreement). The terms of the 
Agreement can for the agency to make payments totaling $120,000 over four years to the SJHTCA 
to mitigate for anticipated loss of revenue due to the construction of the 241 completion project. All 
scheduled payments totaling $120,000 were made to the SJHTCA as of June 2009. 

In addition, the agency committed to provide loans, subject to the terms of the Agreement , on an 
as-needed basis , to SJHTCA up to $1,040,000 to assist SJHTCA in achieving its debt service 
coverage of l.3x. The Agreement was amended on March 1, 2011 to reflect the modification of the 
SJHTCA 's debt service coverage ratio from l.3x to I.Ox. The Agreement provides that the agency 
loans will be made only to the extent that surplus revenues are available and all findings and 
determinations required by law are met, including California Government Code Section 66484.3, 
paragraph (f), which requires that the following findings must be met before the agency can make a 
loan: I) the agency will benefit mutually financially by sharing and/or loaning revenues with 
SJHTCA, 2) the agency possesses adequate financial resources to fund all costs of construction of 
existing and future ·projects that it plans to unde1iake prior to the final maturity of the loan, and 3) the 
funding of the loan will not materially impair its financial condition or operations during the term of 
the loan. The Agreement also stipulates that the agency will not be obligated to make loans to 
SJHTCA prior to securing the necessary funds for constructing the 241 completion project unless the 
agency has detennined that it will not build the project. The agency is also not required to increase 
toll rates to ensure sufficient revenues are available and that any liens or revenue pledges required in 
order to finance the 241 completion project and certain other capital projects would have priority 
over loans to the SJHTCA. If the commencement and diligent pursuit of the construction of the 241 
completion project does not occur by December 31, 2015 , the mitigation payments will be added to 
the principal of the loan. Accrued interest will not count toward the $1,040,000 princ ipal limitation. 
Payments of accrued interest and outstanding principal will begin in the fiscal year when SJHTCA 
has a surplus in revenues that exceeds the amount needed to meet the debt coverage requirement. All 
principal and accrued interest will be due and payable on January 1, 2037 to the extent that SJHTCA 
has surplus revenues available to pay all amounts due. At June 30, 2013 and 2012, no amounts were 
outstanding on the loan . 
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(8) Corridor Operations Facility Lease 

In January 2000, the agency, along with SJHTCA, relocated to the corridor operations facility. At that 
time , a lease agreement was executed between the agency (lessor) and SJHTCA (lessee). The lease 
agreement expires at the earliest occurrence of 1) dissolution of the agency, 2) sale of the facility, or 
3) dissolution of the SJHTCA. Future minimum lease payments receivable from SJHTCA under the lease 
agreement at June 30, 2013 are $361 through June 30, 2014. Future minimum payments are based on the 
fair market rental value and adjust annually. 

(9) Employees' Retirement Plan 

The agency's employees pattic ipate in the Orange County Employees Retirement System (OCERS), a 
cost-sharing multip le-employ er public employee retirement system established in 1945. OCERS provides 
for retir ement, death , disability, and cost-of-l iving benefits and is subject to the provisions of the County 
Emp loyees Retirement Law of 1937 and other applicable statutes. OCERS issues a publicly available 
financial report that includes financial statements and required supplementa ry infonnation for the 
cost-sharing plans that are administered by OCERS. This repo1t can be obtained from OCERS at 
2223 Wellington Avenue, Santa Ana, CA 92701. 

Plan members contribute a percentage of their annual covered salary at actuarially determin ed rates based 
on the age of entry into the plan. For employees who were hired prior to January 1, 2013, the agency paid 
up to 7% of the employee 's required contribution through June 30, 2013. However, as of July 1, 20 13 this 
pickup is reduced 2.5% , and at July 1, 20 14 will be reduced another 2.5% and at Ju ly 1, 2015 the final 2% 
reduction will occur , resulting in no pickup by the agency for the employee 's required contribution . The 
agency required contribution, which is a percentage of each employee's covered salary, will continue to be 
paid into the plan . The agency has contributed 100% of its required contributions of approximately $773, 
$766, $800 and $806 to the plan for the year ended June 30, 20 13, 2012 , 2011, and 20 l 0, respectively . 
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