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From: Darrell E. Johnson, Chief Executive Officer
Subject: Measure M2 Project O Competitive Pavement Subprogram
Evaluation

Overview

The Measure M2 Ordinance No. 3 includes the voter-approved Renewed
Measure M Transportation Investment Plan, which defines the projects,
programs, safeguards, and implementation requirements for the Measure M2
program. The recently completed Measure M2 Ten-Year Review identified
pavement preservation and roadway maintenance as key transportation
priorities consistently expressed by local jurisdictions, stakeholders, and the
public. In response, the Orange County Transportation Authority Board of
Directors approved the Measure M2 Ten-Year Review Action Plan, which
directed staff to evaluate the creation of a competitive pavement maintenance
subprogram within the Regional Capacity Program. Results of the evaluation
efforts are presented to the Board of Directors.

Recommendations

A. Receive and file the results of the Board of Directors-directed evaluation
and take no further action to establish a competitive pavement
maintenance subprogram within the Measure M2 Regional Capacity
Program.

B. Direct staff to prioritize arterial road rehabilitation as one of the priorities
for the federal fiscal year 2028-29 and 2029-30 Surface Transportation
Block Grant/Congestion Mitigation and Air Quality Improvement Program.

C. Direct staff to identify and pursue external funding opportunities, when
available, to support pavement maintenance and rehabilitation needs in
Orange County.

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



Measure M2 Project O Competitive Pavement Subprogram Page 2
Evaluation

Background

In November 2006, Orange County voters approved the Renewed Measure M (M2)
Transportation Investment Plan (Plan), a one-half-cent sales tax for
transportation improvements. Ordinance No. 3 (M2 Ordinance) is the governing
ordinance that designates the Orange County Transportation Authority (OCTA)
as the agency responsible for administering M2. OCTA is committed to fulfilling
the promises made to voters. This means delivering all projects and programs
included in the Plan and complying with specific requirements and safeguards
identified in the M2 Ordinance to ensure accountability and transparency.

The Plan includes balanced investment across four major transportation
categories: freeways, streets and roads, transit, and environmental programs.
Within the streets and roads category, the Regional Capacity Program
(Project O) provides competitive funding for roadway improvements intended to
relieve congestion, improve traffic flow, and enhance regional mobility by
addressing bottlenecks and closing gaps on the Master Plan of Arterial Highways
(MPAH).

As required by Section 11 of the M2 Ordinance, staff recently completed the
second M2 Ten-Year Review (Review). The Review evaluated changes in
transportation policies, land use, travel patterns, growth projections, project
costs, revenue forecasts, public support, and implementation progress. The
Review highlighted significant progress in delivering M2 projects and programs
throughout Orange County and concluded that the M2 Program remains broadly
supported, that no significant external factors warrant major changes to the Plan,
and that the program is performing as intended.

A consistent theme throughout the public outreach, stakeholder engagement,
and elected official roundtables was the need for roadway maintenance and
pavement preservation funding. Local jurisdictions cited increasing construction
costs, aging infrastructure, and limited available funding as significant
challenges in maintaining roadway conditions. The quantitative survey,
qualitative survey, and focus groups conducted as part of the Review’s outreach
similarly identified fixing potholes and repairing roadways as the highest-ranked
transportation investment priority among Orange County residents. The Review
and the accompanying Action Plan were approved by the Board of Directors
(Board) on April 27, 2026. Through the Action Plan, the Board directed staff to
evaluate the creation of a competitive pavement maintenance subprogram within
Project O.
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Discussion

On July 27, 2026, staff provided an update to the Board on technical analysis,
stakeholder outreach, and legal review related to the evaluation of the creation
of a competitive pavement maintenance subprogram within Project O. Since that
update, staff has completed the evaluation by considering the documented
pavement need and existing resources, the purpose and remaining needs of
Project O, the feasibility of a competitive pavement program, and the legal
requirements associated with establishing one. The findings are summarized
below and form the basis for staff's recommendation to maintain the existing
Project O program structure.

Need and Existing Resources

Orange County’s streets and roads represent one of the region’s most significant
public infrastructure investments. Orange County maintains the highest average
pavement condition index (PCI) in California at 79, compared to the statewide
average of 65. However, local jurisdictions continue to face increasing pressure
from aging infrastructure, rising labor and material costs, increased roadway
usage, limited discretionary revenues available for transportation maintenance,
and other pressures that make maintaining current conditions increasingly
challenging. Pavement preservation is most cost-effective when performed
before roadway conditions deteriorate and require more extensive rehabilitation
or reconstruction.

To better understand the magnitude of the need, OCTA engaged a consultant to
assess countywide pavement conditions and funding needs by utilizing data
reported through local jurisdictions’ biennial M2 Pavement Management Plan
(PMP) submittals. The underlying PCI data is based on field inspections
conducted by OCTA-prequalified pavement inspectors, providing a consistent
basis for evaluating roadway conditions across jurisdictions. The consultant
used this information to assess projected pavement condition trends, funding
gaps, and preliminary criteria concepts that could balance documented need
with responsible pavement management.

Based on local jurisdiction PMP submittals, countywide pavement conditions
remain above OCTA'’s PCI target of 75, although conditions are projected to
decline over the seven-year analysis period. The current countywide average
MPAH PCI is 79.7, with conditions and needs varying significantly across
jurisdictions and corridors. For the full roadway network, which includes both
MPAH and local streets, local jurisdictions have planned to budget
approximately $1.672 billion (annual average of $238.8 million) over seven
years, compared to a reported estimate of $2.076 billion (annual average of
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$296.6 million) needed to maintain current network PCI. These figures represent
full network needs and are not reported separately for MPAH and local streets.

To independently assess pavement funding needs, the consultant conducted a
simulated funding analysis. The analysis estimates that approximately
$3.045 billion (annual average of $435.1 million) is needed over seven years to
maintain the current network PCl of 79. The estimate is higher than the
$2.076 billion reported by local jurisdictions due to differences in methodology,
including a later analysis base year, updated countywide unit costs, and the
assumption that PCI is maintained near 79 throughout the analysis period. The
consultant also noted that maintaining pavement at this relatively high condition
increasingly requires more costly rehabilitation and reconstruction treatments.
This finding is intended to indicate the overall countywide trend and should not
be applied to individual jurisdictions without agency-specific analysis.

Because any future Project O pavement subprogram would focus on the MPAH,
the consultant also prepared a planning-level simulation specific to the MPAH
network, estimating that approximately $1.832 billion (annual average of
$261.7 million) over seven years would be needed to maintain the current MPAH
PCI. A simulation to keep the countywide MPAH PCI above 75 estimates a need
of $869.1 million over seven years (annual average of $124.2 million). These
estimates provide context regarding the magnitude of pavement needs and the
scale of resources that would be needed to address them.

Local jurisdictions have access to multiple ongoing funding sources for streets
and roads purposes outside of M2. Staff reviewed Highway Users Tax Account
(HUTA) funds and Road Maintenance and Rehabilitation Account (RMRA) funds
for fiscal year (FY) 2023-24 and FY 2024-25. Countywide allocations totaled
approximately $578.1 million during the two-year period, with $463.8 million in
reported expenditures, or 80 percent of allocations. Of the reported
expenditures, approximately 89 percent was used for street maintenance and
pavement-related purposes, while the remaining expenditures supported other
eligible roadway purposes. These revenues provide local jurisdictions’ flexibility
to determine how available resources are prioritized among their streets and
roads needs.

M2 provides an additional ongoing funding source through Local Fair Share
(Project Q), which distributes funds to eligible jurisdictions by formula for local
transportation purposes. During the same two-year period, OCTA provided
approximately $153.9 million in Project Q funding. Of the $102.1 million in
reported expenditures, approximately $96.3 million, or 94 percent, was used for
pavement or street maintenance. Like HUTA and RMRA, Project Q provides
flexibility for local jurisdictions to prioritize eligible transportation needs.
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OCTA has also periodically directed available state and federal resources to
pavement rehabilitation and street improvements. Since M2 approval in 2006,
approximately $208.3 million has been awarded to projects that included street
improvements. Of this amount, approximately $133.7 million was for projects that
specifically included pavement rehabilitation or repaving. These funding efforts
included federal stimulus, pavement relief, complete streets, and other state and
federal funding programs, demonstrating OCTA’s ability to supplement local
pavement resources when external funding is available without redirecting
Project O revenues.

An additional near-term opportunity is the upcoming federal fiscal year 2028-2029
and 2029-2030 Surface Transportation Block Grant (STBG)/Congestion
Mitigation and Air Quality (CMAQ) Improvement Program call for projects (call)
utilizing federal funds. As Orange County’s county transportation commission,
OCTA is responsible for establishing a framework to prioritize Orange County
project nominations before submittal to the Southern California Association of
Government. Staff recommends that arterial road rehabilitation be incorporated
as one of the priorities in OCTA’s forthcoming prioritization framework. Staff also
recommends continuing to identify and pursue additional external funding
opportunities, when available, to supplement local pavement resources.

Collectively, the analysis confirms a documented pavement funding need but
also demonstrates that established formula-based funding mechanisms already
provide local jurisdictions with resources and flexibility to address streets and
roads priorities. The level of funding each jurisdiction directs to pavement reflects
local roadway conditions, available resources, and local priorities. Accordingly,
the existence of a pavement funding gap does not, by itself, establish that
Project O should be modified to provide an additional funding source. Instead,
staff recommends addressing pavement needs through external funding
opportunities, including prioritizing arterial road rehabilitation in the upcoming
STBG/CMAQ prioritization process, and continuing to pursue other external
funding opportunities when available.

Project O Purpose and Continuing Demand

The second evaluation area considered whether creating a pavement
maintenance subprogram would be appropriate given the program’s purpose
and remaining traditional Project O needs. The MPAH continues to serve as the
countywide long-range arterial planning network and the basis for M2 streets
and roads investments. Current MPAH data identifies approximately 602 lane
miles that are unbuilt or underbuilt countywide. However, this long-range
inventory should not be interpreted as a fixed construction schedule or a
definitive list of near-term grant requests. Remaining unbuilt or underbuilt MPAH
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facilities include a mix of near-term projects, longer-range planned facilities,
constrained segments, and facilities that require further local confirmation. To
better understand the likely pipeline for traditional Project O investments, staff
reviewed MPAH amendments and reclassifications, local jurisdiction Capital
Improvement Program (CIP) submittals and outreach responses, and
transportation modeling scenarios. Together, these efforts provide additional
context regarding projects that are more likely to advance within the remaining
M2 period.

MPAH amendment activity illustrates how the countywide arterial network has
continued to evolve over time in response to changing local and regional
transportation priorities. Since 2010, approximately 422 lane miles have been
processed through MPAH amendments, including 85.1 lane miles added,
80.7 lane miles deleted, and 256.2 lane miles reclassified. Of the reclassified
lane miles, 235.1 lane miles, or approximately 92 percent of all reclassified lane
miles, involved reductions in planned roadway capacity, with another 6.1 lane
miles, or approximately two percent, identified for future or pending lane
reductions. By comparison, only 3.4 lane miles, or approximately one percent of
reclassified lane miles, resulted in added capacity, while 11.6 lane miles, or
approximately five percent, involved no change in the number of lanes. The
MPAH has evolved as local land use and transportation priorities have changed,
with most reclassified lane miles since 2010 reflecting reductions in planned
capacity. These changes reduce the theoretical long-range buildout need but do
not eliminate the remaining pipeline of capacity and operational improvements
identified through local CIPs, jurisdiction outreach, and modeling.

To assess the near-term pipeline for traditional Project O investments, staff
reviewed local jurisdictions’ FY 2026-27 seven-year CIP submittals and
identified MPAH-related roadway widening, intersection, and interchange
improvements programmed through FY 2032-33. The review identified
approximately $740.5 million in escalated project costs. Because CIPs are
planning documents and may include projects with uncertain funding, schedules,
or implementation readiness, this amount is being used as an indicator of
potential future Project O demand rather than a definitive list of projects or
anticipated grant requests.

Staff supplemented the CIP review with targeted outreach to all 35 local
jurisdictions to better understand the anticipated MPAH investments over the
next decade. The outreach was distributed to members of OCTA’s Technical
Advisory Committee (TAC), which is comprised of technical staff representatives
from each of the 35 local jurisdictions, as well as TAC alternates and public works
directors. Jurisdictions were advised that the information would help OCTA
evaluate anticipated MPAH needs and the extent to which Project O revenues
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may be available to support pavement maintenance. Staff emailed
jurisdiction-specific maps identifying unbuilt or underbuilt MPAH facilities and
requested information on segments anticipated to be constructed, widened, or
otherwise improved to their ultimate MPAH configuration, including anticipated
schedules, costs, funding sources or gaps, and known implementation
constraints. Of the 35 local jurisdictions, 34 provided responses; 16 identified
one or more capacity-related projects and 18 reported no anticipated MPAH
buildout within the ten-year period. Projects identified by agencies are at varying
stages of development and their advancement may depend on developer, state,
federal, M2/Project O, or other funding, as well as resolution of right-of-way,
utility, environmental, interagency coordination, and local circulation planning
issues. Several agencies also identified possible MPAH reclassifications or
amendment concepts rather than firm construction commitments.

The outreach responses generally align with the seven-year CIP submittals, with
differences reflecting the scope and purpose of each information source. The
CIP review captures a broader range of traditional Project O-type improvements,
including roadway widening, intersection, and interchange projects, while the
outreach focused specifically on unbuilt or underbuilt MPAH facilities anticipated
to be constructed, widened, or otherwise improved to their ultimate MPAH
configuration within approximately ten years. In addition, because the outreach
was conducted in the context of evaluating whether Project O revenues could
support a pavement maintenance subprogram, the responses should be
considered within that context and not viewed as a definitive forecast of future
Project O demand. Taken together, the CIP review and agency outreach provide
complementary planning-level information regarding the potential pipeline of
future capacity improvements. Staff will continue to follow up with jurisdictions to
refine the planning-level assessment of future Project O demand.

To further evaluate the balance between remaining arterial capacity needs and
the potential use of Project O revenues for pavement maintenance, staff utilized
transportation modeling under several network scenarios. The analysis included
a 2024 baseline reflecting the existing roadway network, a 2041 scenario
assuming no additional MPAH capacity improvements are constructed, and a
2041 scenario incorporating local jurisdictions’ seven-year CIPs and outreach
responses. Results indicate that, if the roadway network remains unchanged as
population and employment grow, daily vehicle delay would increase by
approximately 46,000 hours, or nearly 19 percent, by 2041, with corresponding
reductions in average travel speeds. When projects identified in local
jurisdictions’ seven-year CIPs and outreach responses are incorporated into the
2041 network, projected daily vehicle delay decreases by approximately
20,000 hours compared with the 2041 no-build scenario, offsetting
approximately 43 percent of the additional delay associated with future growth.
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These results demonstrate that planned capacity improvements provide
measurable network benefits and mitigate, but do not eliminate, future
congestion, reinforcing the continued role of traditional Project O investments
through 2041.

Collectively, the MPAH amendment trends, CIP review, jurisdiction outreach,
and preliminary modeling demonstrate that traditional Project O needs remain
and that capacity and operational improvements continue to play an important
role in supporting the future roadway network. Project O has also continued to
experience substantial funding demand. Through 16 calls, the Board has
awarded $488 million to fund 247 project phases, which includes the most recent
call that awarded $55.67 million, the highest Project O funding award to date.
While the timing and scale of individual future projects remain uncertain,
Project O is not complete and identified capacity and operational needs extend
through 2041. Given the remaining program cash flow and continued demand
for traditional Project O improvements, establishing a pavement subprogram
would reduce resources available for those voter-approved purposes.
Preserving Project O resources provides flexibility to fund these improvements
as projects advance.

Feasibility and Legal Considerations

The third evaluation area considered whether a competitive pavement
maintenance subprogram could be structured responsibly and what legal actions
would be required. The consultant identified a potential approach for a
competitive framework that could be developed using objective eligibility and
evaluation criteria that account for documented pavement need, responsible
pavement management, network size, and project delivery considerations. This
work demonstrates that a competitive process is feasible from an administrative
and technical standpoint.

The consultant’s analysis also reinforces the limited scale of such a program
relative to the documented need. When analyzing the 2025 M2 cash flow for
Project O and anticipated traditional Project O demand, a pavement
maintenance subprogram was estimated at approximately $5 million annually.
This amount would represent only a small fraction of the countywide pavement
funding needs identified through the analysis and would function as a targeted
supplemental tool rather than a countywide solution.

Staff also consulted with general counsel regarding the M2 Ordinance,
Project O eligibility, and the actions that would be required to establish a
pavement maintenance subprogram. Legal review indicates that pavement
maintenance is not currently identified as an eligible Project O activity in the
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M2 Ordinance and Plan. Therefore, establishment of a competitive pavement
maintenance subprogram within Project O would require an amendment to the
M2 Ordinance and Plan, including the applicable Taxpayer Oversight Committee
and Board approval requirements.

Technical feasibility does not, by itself, establish that a new subprogram is
warranted. Based on anticipated Project O cash flow and remaining traditional
program demand, approximately $5 million annually could potentially be made
available for pavement maintenance. That amount would address only a small
portion of the documented pavement need and would come at the expense of
funding for future traditional Project O improvements. Combined with the existing
formula funding available to local jurisdictions and the amendment required to
expand Project O eligibility, staff does not recommend further development of
the subprogram.
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Summary

The M2 Review identified pavement preservation and roadway maintenance as
priorities raised by local jurisdictions, stakeholders, and the public. In response,
the Board directed staff to evaluate the creation of a competitive pavement
maintenance subprogram within Project O. The evaluation confirmed a
documented pavement need that varies across Orange County. Local
jurisdictions already receive ongoing formula-based funding through Project Q,
HUTA, and RMRA, and determine how those flexible resources are prioritized
among eligible needs. OCTA has also provided supplemental pavement funding
through state and federal opportunities when such resources have been
available.

At the same time, Project O is not complete, and the MPAH review, seven-year
CIP analysis, jurisdiction outreach, modeling, and program demand demonstrate
continued regional capacity and operational needs through 2041. Redirecting
Project O funding would address only a small portion of the pavement need while
reducing resources available for the voter-approved purposes of Project O. Staff
therefore recommends maintaining the existing Project O program structure,
incorporating arterial road rehabilitation as a priority in OCTA’s forthcoming
STBG/CMAAQ prioritization framework, and continuing to pursue external funding
opportunities, when available, to supplement existing pavement resources.

Attachment
None.
Prepared by: Approved by:
% \f} #
e Yy
Francesca Ching Rose Casey
Manager, Measure M2 Executive Director, Planning
Program Management Office (714) 560-5729

(714) 560-5625



