Orange County Transportation Authority

Executive Committee Agenda
Monday, October 5, 2026 at 9:30 a.m.

Board Room, 550 South Main Street, Orange, California

OCTA

To participate via Zoom: https://us02web.zoom.us/j/83074408202

Committee Members

Jamey M. Federico, Chair

Fred Jung,Vice Chair

Doug Chaffee, Immediate Past Chair

Michael Hennessey, Finance & Administration Chair

Stephanie Klopfenstein, Regional Transportation Planning Chair
Donald P. Wagner, Legislative & Communications Chair

Accessibility

Any person with a disability requiring modification or accommodation to participate in this
meeting should contact the Clerk of the Board's office at (714) 560-5676, no less than two
business days prior to the meeting.

Agenda Descriptions and Public Availability of Agenda Materials

Agenda descriptions are intended to provide a general summary of items of business to be
transacted or discussed. Posting the recommended actions does not indicate what action will be
taken. The Board may take any action that it deems to be appropriate on the agenda item and is
not limited in any way by the notice of the recommended action.

All documents relative to the items referenced in this agenda are available for public inspection at
www.octa.net or at OCTA Headquarters, 600 S. Main Street, Orange, CA.

Meeting Access and Public Comments on Agenda Items

Members of the public can access live streaming of Board and Committee meetings at
https://octa.legistar.com/Calendar.aspx.

Public comments will be limited to three minutes (unless otherwise determined by the Chair) and
can be provided throughout the meeting, as follows: one comment at the beginning of the
Consent Calendar addressing any matters appearing on the Consent Calendar; on each Special
Calendar, Regular Calendar, and Discussion item, as applicable; and under Public Comments for
items not listed on the agenda but within the subject matter jurisdiction of OCTA. Requests to
speak must be received by the Clerk prior to the item being called by the Chair. Comments can
be provided the following ways:

In-Person Comment

Members of the public may attend in person and address the Board regarding any item.
Complete a speaker’s card and submit it to the Clerk of the Board or notify the Clerk of the Board
of the item number on which you wish to speak. The Clerk will recognize speakers during
appropriate comment periods. Language translation can be provided upon request, if available.
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Live Virtual Comment
Members of the public may provide live comments during the meeting by Zoom or conference call.

To join via Zoom:
https://us02web.zoom.us/j/83074408202

When the Chair reads the item/s in which you’d like to speak, virtually “raise” your hand on Zoom.
After the Clerk confirms the commenter’s Zoom ID and unmutes them, you will be prompted to
unmute yourself and may begin speaking.

To join via Conference call:
669-444-9171

Webinar ID: 830 7440 8202

Press # to continue without Participant ID

When the Chair reads the item/s in which you’d like to speak, dial *9 to “raise” your hand. After the
Clerk confirms the commenter’s last four digits of the phone number, and unmutes them, press *6
to speak.

Written Comment

Written public comments may be emailed to ClerkOffice@octa.net, and must be received by 5:00
p.m. the day prior to the meeting - noting the agenda item they are intended for. Timely public
comments will be part of the public record and distributed to the Board. Public comments will be
made available to the public upon request.

Call to Order

Pledge of Allegiance
Director Klopfenstein

Closed Session
There are no Closed Session items scheduled.

Special Calendar

1. Proposed 2027 Board of Directors Meetings Calendar
Andrea West/Jennifer L. Bergener

Overview
Presented for consideration and approval are the proposed 2027 Board of Directors and
committee meeting calendars, detailing meeting and holiday dates for the year.

Recommendation(s)
Approve the Orange County Transportation Authority and affiliated agencies' 2027 Board
of Directors and committee meetings calendar.

Attachments:
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Staff Report
Attachment A

Attachment B

Consent Calendar (Item 2)

All items on the Consent Calendar are to be approved in one motion unless a Committee
Member or a member of the public requests separate action or discussion on a specific item.

2,

Approval of Minutes

Recommendation(s)
Approve the minutes of the September 8, 2026, Executive Committee meeting.

Attachments:

Minutes

Regular Calendar

3.

Measure M2 Next 10 Delivery Plan: Market Conditions Key Indicators Analysis and
Forecast
Francesca Ching/Rose Casey

Overview

At the direction of the Board of Directors, the Orange County Transportation Authority
monitors construction market conditions. Annually, a report on Market Conditions Key
Indicators Analysis and Forecast is presented to the Board of Directors to provide insight
into potential project delivery cost drivers that could affect the Measure M2 Next 10
Delivery Plan. The last effort was presented to the Board of Directors on October 13, 2025.
An updated forecast has been prepared and a presentation on the results of this effort is
provided.

Recommendation(s)
Direct staff to continue to monitor market conditions key indicators and provide updates to
the Board of Directors as appropriate.

Attachments:

Staff Report
Attachment A

Attachment B
Presentation
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4. Measure M2 Project O Competitive Pavement Subprogram Evaluation
Francesca Ching/Rose Casey

Overview

The Measure M2 Ordinance No. 3includes 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.

Recommendation(s)

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.

Attachments:

Staff Report
Presentation

Discussion Items

5. Public Comments

6. Chief Executive Officer's Report
7. Committee Members' Reports
8. Adjournment

The next regularly scheduled meeting of this Committee will be held:
9:30 a.m. on Monday, November 2, 2026

OCTA Headquarters
550 South Main Street
Orange, California
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OCTA

October 5, 2026

To: Executive Committee _ 22/
C b LA
From: Darrell E. Johnson, Chief Executive Offi_c_:_e’f

Subject: Proposed 2027 Board of Directors Meetings Calendar

Overview

Presented for consideration and approval are the proposed 2027 Board of
Directors and committee meeting calendars, detailing the dates of meetings and
holidays for the year.

Recommendation

Approve the Orange County Transportation Authority and affiliated agencies'
2027 Board of Directors and committee meetings calendar.

Discussion

The 2027 meetings calendar for the Orange County Transportation Authority
Board of Directors (Board) and affiliated agencies has been prepared by the
Clerk of the Board and is presented for approval and adoption.

To mitigate scheduling conflicts, the proposed calendar takes into consideration
the scheduled meetings of the:

Orange County Board of Supervisors

Southern California Regional Rail Authority

Southern California Association of Governments - Regional Council
Local Agency Formation Commission

Los Angeles - San Diego - San Luis Obispo Rail Corridor Agency

Air Quality Management District — Mobile Source Air Pollution Reduction
Review Committee

Transportation Corridor Agencies

. Conferences and events regularly attended by members of the Board

Orange County Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)
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The proposed 2027 calendar reflects 22 regular Board meetings occurring on
the second and fourth Mondays of the month, consistent with well-established
past scheduling practices (Attachment A). One Board meeting is scheduled in
July and December.

The Chair retains the right to call a special meeting at any time should
unforeseen circumstances arise that need to be addressed.

Summary

Approval is requested for the proposed Board and committee meeting calendar,
which sets dates for the regular meetings in 2027.

Attachments

A. Orange County Transportation Authority 2027 Board and Committee
Meeting Calendar — Draft 10.5.26

B. 2027 Board and Committee Calendar — Proposed Exceptions
Prepared by: Approved by:
.
M = ﬂla‘\'.:? . \ '-..\l\l o
Andrea West Jennifer L. I?;ergener
Clerk of the Board Deputy Chief Executive Officer

(714) 560-5676 (714) 560-5462
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n‘ ORANGE COUNTY TRANSPORTATION AUTHORITY Draft
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ATTACHMENT B

2027 Board and Committee Calendar — Proposed Exeptions

Standard monthly meeting dates and times are as follows:
Board of Directors (Board) — Second and fourth Monday at 9:30 a.m.

Executive Committee — First Monday at 9:30 a.m.

Regional Transportation Planning (RTP) Committee — First Monday at 10:30 a.m.
Transit Committee — Second Thursday at 9:30 a.m.

Legislative Committee — Third Thursday at 9:30 a.m.

Finance and Administration (F&A) Committee — Third Thursday at 10:30 a.m.

Month Proposed Exceptions to Standard Meeting Dates
January No change.
February No change.
March No change.
April No change.
May No change.
June No change.
Adjust July Executive and RTP Committees to Tuesday, July 6, to
July accommodate the July 4th holiday.
The Board meets once.
August No change.
September Adjust the September Executive and RTP Committees to Tuesday,
P September 7, to accommodate the Labor Day holiday.
October No change.
Note: The October 11 Board meeting meets on Columbus Day.
November No change.
Note: The November 11 Transit Committee meets on Veterans Day.
December The Board meets once.




OCTA

MINUTES

Executive Committee Meeting

Committee Members Present
Jamey M. Federico, Chair
Fred Jung, Vice Chair

Doug Chaffee

Michael Hennessey

Stephanie Klopfenstein

Donald T. Wagner

Committee Members Absent
None

Call to Order

Staff Present

Darrell E. Johnson, Chief Executive Officer

Jennifer L. Bergener, Deputy Chief Executive Officer

Gina Ramirez, Clerk of the Board Specialist, Principal
Andrea West, Clerk of the Board

Sahara Meisenheimer, Clerk of the Board Specialist, Senior
James Donich, General Counsel

OCTA Staff

The September 8, 2026, Executive Committee meeting was called to order by Chair Federico at

9:30 a.m.

Closed Session

There were no Closed Session items scheduled.

Special Calendar

There were no Special Calendar matters.

Consent Calendar (Iltems 1 through 3)

A motion was made by Director Wagner, seconded by Vice Chair Jung, and declared passed by
those present, to approve the Consent Calendar (Iltems 1 through 3).

1. Approval of Minutes

Approve the minutes of the July 6, 2026, Executive Committee meeting.

2. Amendment to Agreement for General Counsel Legal Services

Authorize the Chief Executive Officer to negotiate and execute Amendment No. 16 to
Agreement No. C-4-1816 between the Orange County Transportation Authority
and Woodruff & Smart, APC to appoint Cassie Trapesonian as General Counsel for the
Orange County Transportation Authority.

3. Measure M2 Quarterly Progress Report for the Period of April 2026 through

June 2026

Receive and file as an information item.
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MINUTES

Executive Committee Meeting

Regular Calendar

4,

Fourth Quarter Fiscal Year 2025-26 and Planned Fiscal Year 2026-27 Capital
Action Plan and Performance Metrics

James G. Beil, Executive Director of Capital Programs, presented this item.
No action was taken on this receive and file information item.
Community Engagement Strategy Update

Darrell E. Johnson, Chief Executive Officer (CEQO), provided opening comments and
introduced Chris Boucly, Senior Department Manager, Public Outreach, who presented
this item.

No action was taken on this receive and file information item.

Fédération Internationale de Football Association World Cup 2026 and Los Angeles
2028 Olympic and Paralympic Games Transit Planning Update

Rose Casey, Executive Director of Planning, and Dan Phu, Director of Strategic Planning,
provided an update.

A motion was made by Director Hennessey, seconded by Director Klopfenstein, and
declared passed by those present to authorize the Chief Executive Officer to negotiate
an amendment to the agreement between the Orange County Transportation Authority
and the Los Angeles County Metropolitan Transportation Authority, increasing the
maximum reimbursable amount for World Cup 2026 transit service expenses from
$300,000 to an amount not to exceed $325,000

Discussion Items

7.

Public Comments
There were no public comments received.
Chief Executive Officer's Report

Mr. Johnson, CEO, provided a report on the following:

. Metrolink/Amtrak track closure due to Hurricane Marie.
o Youth Ride Free program is now integrated with the Wave fare payment system.
o Long-Range  Transportation Plan online survey is open until

September 20, 2026.
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N MINUTES

OCTA Executive Committee Meeting

o Last Thursday, September 3, 2026, Mr. Johnson presented to the Southern
California Association of Governments Regional Council about lessons learned
from the World Cup.

9. Committee Members' Reports
There were no Committee Members’ Reports.
10. Adjournment
The meeting was adjourned at 10:00 a.m.
The next regularly scheduled meeting of this Committee will be held:
9:30 a.m. on Monday, October 5, 2026
OCTA Headquarters
550 South Main Street

Orange, California

ATTEST:

Gina M. Ramirez
Assistant Clerk of the Board
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October 5, 2026 A

To: Executive Committee { fi2
From: Darrell E. Johnson, Chief Executive Officer

Subject: Measure M2 Next 10 Delivery Plan: Market Conditions Key
Indicators Analysis and Forecast

Overview

At the direction of the Board of Directors, the Orange County Transportation
Authority monitors construction market conditions. Annually, a report on Market
Conditions Key Indicators Analysis and Forecast is presented to the Board of
Directors to provide insight into potential project delivery cost drivers that could
affect the Measure M2 Next 10 Delivery Plan. The last effort was presented to
the Board of Directors on October 13, 2025. An updated forecast has been
prepared and a presentation on the results of this effort is provided.

Recommendation

Direct staff to continue to monitor market conditions key indicators and provide
updates to the Board of Directors as appropriate.

Background

On November 7, 2006, Orange County voters approved the Renewed
Measure M (M2) Transportation Investment Plan (Plan), a one-half-cent sales
tax for transportation improvements for a period of 30 years through 2041. The
Orange County Transportation Authority (OCTA) Board of Directors (Board)
continues to advance the implementation of M2 commitments through the
adoption of delivery plans. The delivery plans are designed to validate OCTA’s
ability to deliver the M2 Plan consistent with commitments to voters, outline a
near-term work plan to promote effectiveness and efficiency, establish a
common understanding among M2 stakeholders, set a baseline upon which
future changes are measured, and provide the basis for the preparation of
OCTA’s annual budgets for capital projects.

In 2016, the Board directed staff to acquire better insight into the construction
market outlook. The intent was to provide an analysis of trends in near-term
construction market conditions in tandem with the annual sales tax revenue
update to assist with prudent project delivery decisions.

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

OCTA retained the Orange County Business Council (OCBC), led by
Dr. Wallace Walrod, Chief Economic Advisor to OCBC, and Dr. Marlon Boarnet,
Professor and Director of the METRANS Transportation Consortium at the
University of Southern California, to provide this analysis.

The results of the initial analysis were presented to the Board in
September 2017. The report identified several near-term cost indicators that
could impact the construction market and, by extension, M2 project delivery.
These included the pace of transportation construction programs in the
neighboring counties (resulting in the strained supply of materials and
construction labor), construction wage pressures, sustained low statewide
unemployment, and residential construction demand. Overall, OCBC’s analysis
identified a strong potential that OCTA could experience an increasing cost
environment in the near term.

Following this presentation, the Board directed staff to continue to work with
OCBC to monitor and track the indicators and provide the Board with updates to
cost risk factors for project delivery. In response, OCBC spent early 2018
analyzing trends and creating an Infrastructure Construction Cost Pressure
Index (ICCPI) model. On September 10, 2018, OCBC presented the ICCPI
model and forecasts for 2018, 2019, and 2020 cost fluctuation ranges to the
Board.

Discussion

OCBC continues to monitor trends in material costs, labor costs, and general
economic conditions through a contract with OCTA. Relevant data for each
model component is analyzed to determine a range of potential cost impacts to
update the forecast biannually. The fall 2026 update provides an updated
forecast for the remainder of 2026 and through 2029. Attachment A summarizes
the fall 2026 forecast and includes prior forecasts for reference. The full report
on the ICCPI model update is included in Attachment B.

The ICCPI model is a forecasting tool, with scores indicating a forecast of
fluctuations in public construction costs expressed in ranges. Index scores of two
and three indicate somewhat low to normal inflationary environments in the
range of one to six percent. Conversely, a score of four is a high inflation
environment in the range of six to 11 percent. Extreme index values of zero and
five correspond to the unusual conditions observed in Orange County
immediately before and during the Great Recession and the high-cost inflation
environment that occurred in the building boom years of the early 2000s and
most recently in 2021 and 2022.
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Using the ICCPI model, OCBC forecasts a score of three in 2027, 2028, and
2029, which represents a potential cost fluctuation range of two to six percent.

OCBC Orange County Transportation ICCPI Score, 2027-2029
Year Index Score Range of Cost Fluctuation
2027 3 2% - 6%
2028 3 2% - 6%
2029 3 2% - 6%

The fall update indicates continued inflationary pressure. The ICCPI score of
three remains unchanged for 2026 through 2028 from the spring 2026 update
and is extended through 2029. California building activity is expected to increase
modestly in 2026, while the statewide unemployment rate is projected to improve
slightly. At the same time, Orange County construction wages have continued to
rise. Construction material costs remain mixed and volatile, with significant
increases in some concrete and steel products offset by declines in other
materials. Although energy prices have eased from earlier in the year, overall
inflation remains elevated.

As in prior forecasts, OCBC indicates that OCTA will also need to be aware and
ready to respond to cost pressures that cannot be modeled. Examples of such
risks include:

J Uncertainty associated with ongoing international conflicts and related
energy price volatility,

J Shifting trade and regulatory policies and their potential effects on
inflation, material costs, and Federal Reserve decisions, and

o Labor market conditions, consumer financial pressures, and other

domestic and international economic factors that may affect construction
activity and costs.

Overall, OCBC’s analysis indicated continued inflationary pressure with an
ICCPI score of three, representing a potential annual construction cost increase
of two to six percent through 2029. OCTA’s Project Controls Department (Project
Controls) monitors and adjusts project cost escalation assumptions according to
market trends. Project Controls’ cost estimating process uses historical
information, as well as current trends in the market, and follows a consistent and
defined process. Looking back at the last 20 years, OCTA's cost estimates have
included a three percent escalation, which, on average during this timeframe,
provided the appropriate escalation to deliver projects successfully. Currently,
using 3.5 to five percent for construction escalation, as well as incorporating
contingency based on the project phase and complexity, is staff's preferred
approach to cost estimating. Given the continued market fluctuations in recent
years, staff recommends continuing this effort to monitor key indicators to inform
OCTA’s delivery plans.
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Summary

OCBC has prepared an update on construction market conditions to help OCTA
with M2 project delivery planning. The update considers fluctuations in material
costs, labor costs, and general economic conditions and trends. The Market
Conditions Key Indicators Analysis and Forecast indicates continued inflationary
pressure, with an ICCPI score of three, representing a potential annual
construction cost increase of two to six percent, through 2029.

Attachments

A. Orange County Business Council, Orange County Transportation |ICCPI
Score, Fall 2018 through Fall 2026 Forecasts

B. Orange County Business Council, Orange County Transportation
Infrastructure Construction Cost Pressure Index, Fall 2026, Prepared for
the Orange County Transportation Authority

Prepared by: Approved by:
%‘gmm&% \/ G

j_mﬂi ﬂ/i/?
Francesca Ching Rose Casey
Manager, Measure M2 Executive Director, Planning
Program Management Office (714) 560-5729

(714) 560-5625



Orange County Business Council

Orange County Transportation ICCPI Score

Fall 2018 through Fall 2026 Forecasts

ATTACHMENT A

ICCPI — Infrastructure Construction Cost Pressure Index

Orange County Business Council Orange County Transportation ICCPI Score
Year | Fall | Spring | Fall | Spring | Fall | Spring | Fall | Spring | Fall | Spring | Fall | Spring | Fall | Spring | Fall | Spring | Fall
2018 | 2019 | 2019 | 2020 | 2020 | 2021 | 2021 | 2022 | 2022 | 2023 | 2023 | 2024 | 2024 | 2025 | 2025 | 2026 | 2026
2018 | 4
2019 | 3 4
2020 | 3 3 3 3 0
2021 3 3 2 1 1 5
2022 3 2 1 2 4 5 5
2023 3 4 4 4 4 4 3
2024 4 4 4 4 3 2 2
2025 2 3 2 3 3 2 3
2026 2 2 2 2 3 3 3
2027 2 2 3 3 3
2028 3 3 3
2029 3
Range of Cost Fluctuations by Index Score
Index Score Low Midpoint High

0 -17% -9.5% -2%

1 -2% -0.5% 1%

2 1% 1.5% 2%

3 2% 4% 6%

4 6% 8.5% 11%

5 11% 25.5% 40%




ATTACHMENT B

Orange County Business Council
Orange County Transportation Infrastructure Construction
Cost Pressure Index
Fall 2026
Prepared for the Orange County Transportation Authority

Orange County Business Council (OCBC) Research Team

Dr. Wallace Walrod — Chief Economic Advisor, OCBC
Dr. Marlon Boarnet — Professor and Director of the METRANS Transportation
Consortium, University of Southern California

Background and Purpose

As a supplementary examination to the Next 10 Delivery Plan: Market Conditions
Forecast and Risk Analysis study delivered by OCBC in September 2017, the Orange
County Transportation Authority (OCTA) Board of Directors (Board) requested further
study and exploration of potential cost fluctuations beyond existing cost analysis from the
California Department of Transportation’s (Caltrans) Construction Cost Index and internal
OCTA analysis. The Board requested an ongoing analysis of construction cost factors,
with periodic updates. In response, the OCBC team developed the Orange County
Transportation Infrastructure Construction Cost Pressure Index (ICCPI), which is updated
every six months.

To develop the cost pressure index, the OCBC team analyzed annual trends in material
costs, labor costs, and general economic conditions to determine a range of potential cost
increases with a time horizon that is typically three years into the future. The index
updates begin by collecting relevant market data and indicators and then performing data
analytics to assess current cost pressure and forecast future cost pressure. In doing so,
and providing these findings to the Board, more accurate budgets can be determined by
reducing the potential risk of cost pressure and project delivery slowdowns due to
financial constraints. This September 2026 memo updates the March 2026 forecast of
the Orange County Transportation ICCPI and provides annual cost pressure index
forecasts for the remainder of 2026 and for 2027, 2028, and 2029.

Findings and Discussion

The most recent available input data were gathered to update the index. That includes
second quarter 2026 data for the following index components: California’s unemployment
rate, California building permits, Caltrans index data on infrastructure construction
materials costs as well as fourth quarter 2025 data on Orange County and Southern
California construction industry wages. Year 2026 values for building permits and
unemployment rates were estimated from changes from second quarter 2025 to second
quarter 2026, and construction wages for 2026 from fourth quarter 2024 to fourth quarter
2025 changes.



Despite the ongoing conflict with Iran, energy prices have somewhat stabilized since
March 2026, with oil prices falling from over $100 per barrel to just under $90 in late
August 2026. At the same time, inflation has remained sticky, with the most recent
Consumer Price Index (CPI) increasing by 0.1 percent in July 2026 or 3.4 percent from
July 2025 to July 2026," above the Federal Reserve’s 2.0 percent target. As a result,
expectations have shifted from one potential rate cut in the second half of 2026 to one,
25-basis point, rate hike in late 2026, pushing the federal funds rate from 3.5 percent-
3.75 percent to 3.75 percent-4.0 percent.?

While the national unemployment rate has consistently trended downward over the past
year, moving from 4.6 percent in July 2025 to 4.1 percent as of July 2026, this decline
has been largely attributable to a falling labor force which contracted by 1.5 percent or by
over 2.5 million workers over the same time period.® This has resulted in the labor force
participation rate declining from 62.7 percent in July 2025 to 61.4 percent as of July 2026,
the lowest rate in five years. At the same time, average hourly earnings growth for workers
lagged inflation by 0.2 percentage points, increasing by only 3.2 percent.* California’s
unemployment rate has also seen improvements, falling from 5.9 percent in July 2025 to
5.3 percent as of July 2026 as the number of unemployed workers fell from 1.16 million
to 1.02 million, a decline of approximately 11.9 percent. While the percent unemployed
has declined, the statewide labor force also shrank by 2.4 percent and total civilian
employment declined by 1.8 percent. From first quarter 2026 to second quarter 2026,
household debt in the nation measured a slight decline, falling 0.1 percent, or by $13
billion to $18.8 trillion. Increases in home equity lines of credit of $13 billion, credit card
balances of $21 billion and auto loans of $28 billion were offset by a decline in mortgage
balances of $74 billion.? Still contending with elevated inflation, higher costs and rising
credit card debt, consumer spending has seen very moderate growth in recent months,
increasing by only 0.3 percent in June 2026 and 0.2 percent in July 2026.¢ With continued
uncertainty regarding the severity and timeline of the conflict in Iran, shifting trade and
regulatory policies, labor market health, and other domestic concerns, consumers are
likely to remain financially cautious.

In the March 2026 update, the Orange County Transportation ICCPI measured a reading
of three (annualized cost changes between 2 and 6 percent), for 2026, 2027 and 2028.
Six months prior to that, the year-ago September 2025 ICCPI also predicted a
construction cost change environment in 2025 of three (2 and 6 percent annualized
increase) and remaining at 3 in 2026, 2027 and 2028.

The new estimate for September 2026 sees the index for 2026 staying at a value of three
for the remainder of the year and remaining at a value of three for 2027, 2028 and 2029.

1 https://www.bls.gov/cpi/

2 https://www.jpmorgan.com/insights/global-research/economy/fed-rate-cuts
3 https://www.bls.gov/news.release/empsit.t01.htm

4 https://www.cnbc.com/2026/08/07/jobs-report-july-2026.html

5 https://www.newyorkfed.org/microeconomics/hhdc

6 https://www.bea.gov/data/consumer-spending/main
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Table 1: September 2026 Update to Three-Year Orange County Transportation
ICCPI, with comparison to March 2026, September 2025, March 2025, and
September 2024 Index Estimates

Index Index Index Index Index
(September (March 2026) (September (March 2025) (September
2026) . 2025) . 2024)
Year . with Annual . with Annual .
with Annual with Annual with Annual
Cost Increase Cost Increase
Cost Increase Cost Increase Cost Increase
Range Range
Range Range Range
2024 | Not Estimated | Not Estimated | Not Estimated | Not Estimated | 2 (1% to 2%)
2025 | Not Estimated | Not Estimated | 3 (2% to 6%) 2 (1% to 2%) 3 (2% to 6%)
2026 | 3 (2% to 6%) 3 (2% to 6%) 3 (2% to 6%) 2 (1% to 2%) 2 (1% to 2%)
2027 | 3 (2% to 6%) 3 (2% to 6%) 3 (2% to 6%) 2 (1% to 2%) 2 (1% to 2%)
2028 | 3 (2% to 6%) 3 (2% to 6%) 3 (2% to 6%) Not Estimated | Not Estimated
2029 | 3 (2% to 6%) Not Estimated | Not Estimated | Not Estimated | Not Estimated

Forecasting Method

OCBC used a series of regression analyses and forward-looking projections to create the
ICCPI. The ICCPI provides a ranking from 0 to 5, with each rank corresponding to a range
of percentage changes in overall construction costs. These ranges are built to be
forecasting tools, with scores indicating public construction forecast cost increase. Values
of 2 and 3 indicate somewhat normal inflationary environments. A value of 4 is a high
inflation environment. A value of 1 is a low inflation/deflationary environment. Values of 0
and 5 correspond to the most extreme conditions observed in Orange County over the
past three decades, and hence the ranges for those values are wide due to the unusual
nature of the highly deflationary environment that occurred immediately prior to and
during the Great Recession and the high-cost inflation environment that occurred in the
building boom years of the early 2000s and most recently in 2021 and 2022.




Table 2 highlights each ICCPI ranking and the proposed range of cost fluctuations which
have been provided on a low, midpoint, and high scale.

Table 2: OCBC Orange County Transportation ICCPI Index Values and
Corresponding Forecast Annual Cost Increase Range

. Projected Annual Projected Annual
Index Projected Annual
Cost Increase, Cost Increase,
Value Cost Increase, Low . ) ,
Midpoint High
0 -17% -9.5% 2%
1 -2% -0.5% 1%
2 1% 1.5% 2%
3 2% 4% 6%
4 6% 8.5% 11%
5 11% 25.5% 40%
Methodology

To determine the Orange County Transportation ICCPI, the OCBC team started by
aggregating several datasets, measures, and indicators on an annual basis as far back
as 1972.

The index was built with the following key data inputs:

California’s unemployment rate

Building permits in California

Selected construction materials costs for California, from Caltrans
Orange County Construction Labor Costs

The OCBC team examined how the various measures and indicators of construction
costs varied with changes and recent past trends in construction inflation. Using statistical
analyses, the research team has built a forecasting model that projects forward cost
increases and predicted cost increases are grouped into the categorical ranges shown in
Table 2.



Recent Data Trends

Table 3 shows the recent pattern for three key components of the ICCPI. While building
permits in California declined from 2018 to 2020, they jumped by 12.6 percent in 2021,
by 0.2 percent in 2022 before falling 7.1 percent to 111,221 in 2023 and further by 10.1
percent in 2024 to 99,959. In 2025, California building permits increased by 2.2 percent
to 102,163 and using estimates based on the change in permits from second quarter 2025
to second quarter 2026, building permits are expected to increase by another 3.7 percent
to 105,895 in 2026. As of August 27, 2026, 30-year fixed mortgage rates hovered around
6.6 percent, remaining fairly steady over the past year, while existing single-family median
home prices inched slightly higher from $885,180 in July 2025 to $887,680 as of July
2026.” While home prices in California did slip 1.9 percent over the past month, a
continued lack of housing supply alongside domestic and international inflationary
pressures are expected to keep home prices elevated. Following employment trends,
California’s unemployment rate is expected to decline from 5.5 percent in 2025 to 5.2
percent in 2026. At the same time, construction salaries in Orange County, estimated
from fourth quarter to fourth quarter 2025, are expected to rise by 5.6 percent totaling
$100,501 in 2025.

Table 3: Infrastructure Cost Correlates, Annual Percentage Changes, 2016-2026

ocC
California | % Change California % Change | Construction % Change
Year | Building Year-on- Unemployment | Year-on- Labor Costs Year-on-
Permits Year Rate Year (Average Year
Annual Wage)
2016 | 102,350 4.2% 5.5% -11.6% $67,179 3.8%
2017 | 114,780 12.1% 4.8% -12.7% $71,474 6.4%
2018 | 113,502 -1.1% 4.2% -12.5% $74,669 4.5%
2019 | 110,197 -2.9% 4.1% -2.4% $77,288 3.5%
2020 | 106,075 -3.7% 10.1% 146.3% $81,460 5.4%
2021 | 119,436 12.6% 7.3% -27.7% $84,170 3.3%
2022 | 119,667 0.2% 4.3% -41.1% $88,265 4.9%
2023 | 111,221 -7.1% 4.7% 9.3% $92,096 4.3%
2024 99,959 -10.1% 5.3% 12.8% $95,172 3.3%
2025 | 102,163 2.2% 5.5% 3.8% $100,501** 5.6%
2026* | 105,895 3.7% 5.2% -5.5%

*Estimated from second quarter change, 2025 to 2026, converted to annualized estimate
**Estimated from fourth quarter change, 2024 to 2025, converted to annualized estimate

7 https://www.car.org/marketdata/data/countysalesactivity
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The appendix shows annual changes in materials costs in recent years. The 2026 values
are estimated using the percent change from second quarter 2025 to second quarter
2026, and hence represent an estimate that will be revised in the next 6-month update
when later data for 2026 becomes available. In 2026, costs of Steel Bar are expected to
see the largest increase, growing by 211.7 percent followed by Portland Cement Concrete
(PCC) Structure by 196.7 percent, and PCC Pavement at 62.8 percent. Structural Steel
is expected to decline by 37.5 percent while Aggregate is expected to fall by 18.7 percent.
These estimates reflect large recent price increases in second quarter 2026, where Steel
Bar rose from $1.52 per pound in first quarter 2026 to $5.61 per pound in second quarter
2026, PCC Structure increasing from $1,969.73 per cubic yard to $6,757.23 per cubic
yard, and PCC Pavement increasing from $346.73 per cubic yard to $1,528.11 per cubic
yard over the same time period. As inflation remains sticky and uncertainty continues to
surround the impacts of the conflict with Iran, trade policies, alongside a number of other
domestic and international concerns, are likely to keep pushing building costs higher.

Appendix: Changes in Infrastructure Materials Costs 2016-2026 (all values are
percentage year-on-year changes, 2026 values forecast from second quarter
changes, 2025 to 2026)

PCC PCC Steel
Year Aggregate Pavement Structure Structure Steel Bar
2016 9.4% 8.6% 7.7% 26.3% 35.0%
2017 24.2% 106.8% 26.8% -51.0% -21.0%
2018 18.9% 25.9% 17.2% -58.8% 9.4%
2019 4.6% -11.1% -4.2% 0.8% 53.4%
2020 14.9% -20.5% 10.0% -9.3% -36.2%
2021 -27.5% -19.8% 23.5% 5.0% 6.6%
2022 47 .6% 60.5% -3.1% 37.9% 28.8%
2023 8.4% 7.4% 52.3% 22.9% -5.9%
2024 51.5% 43.2% -0.01% 11.0% 4.0%
2025 26.8% -3.1% 8.2% 42.0% 7.6%
2026* -18.7% 62.8% 196.7% -37.5% 211.7%

*The annual 2026 change in value represents the change between the second quarter of

2025 and the second quarter of 2026.




Orange County Transportation Infrastructure
Construction Cost Pressure Index, Fall 2026

Orange County Business Council

September 2026



Orange County Transportation Infrastructure
Construction Cost Pressure Index Model Components

- Economic Trends - State-level building permits and unemployment rate
(Census and California Employment Development Department (EDD)).

- Material Costs - Construction Aggregate, PCC Pavement, PCC Structural
Concrete, Structural Steel and Bar Steel (Caltrans).

- Labor Costs - Localized construction wages of NAICS defined sectors
provided by Bureau of Labor Statistics (BLS).

- Economic Conditions - Tight economy in 2002-2005 and slack economy in
2007-2011.
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Forecast and Range of Orange County Transportation
Infrastructure Cost Increases by Index Value

« 2026 - Forecasted Index Value: 3
« 2027 - Forecasted Index Value: 3
« 2028 - Forecasted Index Value: 3
« 2029 - Forecasted Index Value: 3

Range of Cost Fluctuations by Index Score

Index Low Medium High
0 -17% -9.5% -2%
1 -2% -0.5% 1%
2 1% 1.5% 2%
3 2% 4% 6%
4 6% 8.5% 1%
5 1% 25.5% 40%




Inflation and Interest Rates Concerns Return

- Ongoing conflict with Iran continues to impact energy costs;
- Labor market remains soft, Healthcare continues to drive employment yet growth rate is declining;
- Interest rate expectations shift from one rate cut in 2026 to increase in September 2026 and potential 1-
2 more by end of 2026;
« Quarterly CCl increases 80.6 percent from Q1 to Q2 2026, jumping from 126.75 to 228.91;
- Bar Steel, PCC Structure, and PCC Pavement see significant cost increases from Q1 to Q2 2026.
Year-over-Year Changes in California Building Permits, California Unemployment Rate and

Orange County Construction Labor Costs, 2019-2026
OC Construction

California % change year- California % change year- % change year-
- Building Permits on-year Unemployment Rate on-year Lalzor Uests on-year
(avg. annual wage)

| 2019 [EEEETORTY -2.9% 41% -2.38% $77,289 3.5%
| 2020 [TV -3.7% 10.1% 146.34% $81,460 5.4%
BT 110,436 12.6% 7.3% -27.72% $84,170 3.3%
| 2022 | 119,667 0.2% 4.3% -41.10% $88,265 4.9%
| 2023 ST 7.1% 4.7% 9.30% $92,096 4.3%
[ 2024 TR -10.1% 5.3% 12.77% $95,172 3.3%
| 2025 | 102,163 2.2% 5.5% 3.77% $100,501** 5.6%
105,895 3.7% 5.2% -5.45%

72026 values projected frrom year-on-year changes 1n quarterly data, 2" quarter 2025 to 2" quarter 2026.
** 2025 values projected from year-on-year changes in quarterly data 4% quarter 2024 to 4t quarter 2025. 6



OCBC Infrastructure Construction Cost Forecast

- Systematic Risks - Global Conflicts, Inflation Impacts, and Labor Market Outlook
= Continued global uncertainty surrounding conflicts in Iran and Ukraine: impact on energy prices.

= Inflation remains sticky as expectations move from a rate cuts to rate increases.

OCBC OC Transportation Infrastructure Construction Cost Index Score, 2026-2029

Year Index Score Range of Cost Fluctuation
3 2% to 6%

2027 3 2% to 6%
3 2% to 6%
3 2% to 6%

- ldiosyncratic Risks - not predictable and therefore not in model
= Higher inflationary pressures could spur additional action from Fed.
= Shifting federal economic and trade policies, most recently with Canada.

= Ongoing labor market disruption from Al.
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To: Executive Committee - '
!
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)
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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} #
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Francesca Ching Rose Casey
Manager, Measure M2 Executive Director, Planning
Program Management Office (714) 560-5729
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FN Background

OCTA

« April 27, 2026 — Board of Directors (Board) approved the
Measure M2 (M2) Ten-Year Review and accompanying action
plan

* The action plan directed staff to evaluate the creation of a
competitive pavement subprogram within the Regional Capacity
Program (Project O)

What we heard Need identified Board direction
- Local ' - Pavement preservation ' - Evaluate options and
jurisdictions - Aging infrastructure report findings to
- Stakeholders - Rising costs Board
- Public

Orange County Transportation Authority 2
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/ \ /Feasibilityand\

Need and Existing Project O Purpose
Legal
Resources and Demand ] )
Considerations

FN Evaluation Areas

OCTA

Is there a documented
need? What resources
already exist?

\_ o\ AN /

Orange County Transportation Authority 3

What traditional Project O |s a subprogram feasible?
needs remain? What would be required?
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FN Pavement in Orange County

OCTA

« Orange County average pavement condition index (PCI)

is currently the highest in California 79

* Project O currently funds capacity and operational Ogsggaegg%ugfy
improvements on the Master Plan of Arterial Highways
(MPAH) ,

« Pavement Management Plan (PMP) is biennial M2 65

eligibility requirement

« Engaged consultant to conduct needs assessment and
feasibility of pavement maintenance subprogram

Statewide average PCI

Orange County Transportation Authority 4
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FN Pavement Funding Need Context

OCTA
Full Network (MPAH and Local) MPAH Only
$450.0 $435.1 $450.0
$400.0 $400.0
$350.0 $296.6 $350.0
@ $300.0 $238.8 2 $300.0 $261.7

L2 $250.0 : 2 $250.0
= $200.0 = $200.0

£ $150.0 £ $150.0 $124.2
$100.0 $100.0
$50.0 $50.0
$- $-

Estimated Annual Average Estimated Annual Average

m PMP Planned Budget m Maintain mKeep Above 75 PCI

® PMP Estimated Cost to Maintain
u Consultant Estimated Cost to Maintain

These estimates provide context regarding the magnitude of pavement needs and
the scale of resources needed to address them

Orange County Transportation Authority 5
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FN Existing Streets and Roads Funding Resources

OCTA
Fiscal Year (FY) 2023-24 and FY 2024-25 Revenues and Expenditures (in millions)
Reported Expenditures
. Of Which:
gEESinalSotEs Revenues Total Pavement/Street | Percentage of Total
Expenditures Maintenance Expenditures
M2 Local Fair Share Program (Project Q) $ 153.9 |$ 1021 |$ 96.3 94.3%
Highway Users Tax Account (HUTA) and $ 578.1 |$ 4638 |$ 411.5 88.7%
Road Maintenance and Rehabilitation Account (RMRA)
Totals| $ 732.0 |$ 565.9 |$ 507.8 89.7%

* Project Q, HUTA, and RMRA provide ongoing, flexible funding for
streets and roads needs

» Nearly 90 percent of reported expenditures from these sources supported
pavement/street maintenance

Existing formula-based resources provide ongoing pavement funding while
preserving local flexibility to address other transportation priorities

Orange County Transportation Authority 6



FN Supplemental External Funding

OCTA

Orange County Transportation Authority (OCTA) has periodically directed
one-time or limited state and federal resources to street improvements,
including pavement rehabilitation, when available

/ Approximately\

$208.3 million

Awarded to projects that included
street improvements

Of which: $133.7 million

Awarded to projects that
included pavement work

Examples include:

2009 American Recovery and Reinvestment Act

2012 State Local Partnership Program

2014 Arterial Pavement Management Program

2021 Pavement Management Relief Fund/Coronavirus Response and
Relief Supplemental Appropriations Act

2023 Orange County Complete Streets Program

2025 Surface Transportation Block Grant (STBG)/Congestion
Mitigation and Air Quality (CMAQ) Program

Upcoming Opportunity:

Federal Fiscal Year 2028-29 and 2029-30 STBG/CMAQ Program

External funding has supplemented local pavement resources and provides
opportunities to address future needs without redirecting Project O funding

Orange County Transportation Authority
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* Project O provides competitive funding for regional capacity
and operational improvements on the MPAH

« Approximately 602 lane miles remain unbuilt or underbuilt
countywide

» To assess potential future demand, staff reviewed MPAH
amendments, seven-year Capital Improvement Program (CIP)
submittals, outreach responses, and transportation modeling

* These inputs demonstrate that Project O is not complete and
that traditional Project O needs remain through 2041

FN Project O Purpose and Continuing Demand

OCTA

Orange County Transportation Authority 8
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FN Project O Needs: Network Evolution and Future Pipeline

OCTA —

« MPAH evolution

— 422 lane miles processed through amendments since 2010
— Most reclassified lane miles reflect reduced planned capacity

» Seven-year CIP Review

—  $740.5 million in MPAH-related improvements through FY 2032-33
— Includes roadway widening, intersections, and interchanges

e Jurisdiction Outreach

— 34 of 35 jurisdictions responded
" 16 identified capacity-related projects
. 18 reported no anticipated MPAH buildout within ten years

The MPAH has evolved, but local plans and outreach continue to identify
future traditional Project O needs

Orange County Transportation Authority 9
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FN Transportation Modeling: Value of Planned Improvements

OCTA

2041 With Planned

2024 Baseline
Improvements

2041 No-Build
No additional MPAH
capacity

Existing roadway

CIP + local jurisdiction
network

input

Planned capacity improvements provide measurable network benefits and
reinforce the continued role of Project O through 2041

Orange County Transportation Authority 10




OCTA

FIN Feasibility and Legal Considerations

—

Competitive pavement subprogram could be structured using
objective criteria

Potential subprogram would be limited in scale

Pavement maintenance is not currently an eligible Project O
expenditure

M2 Ordinance amendment would be required

A subprogram is feasible, but would require an M2 Ordinance amendment
and reduce funding for remaining Project O needs

Orange County Transportation Authority 11




FN Summary of Evaluation

OCTA —

/ Need and Existing\

Resources

Is there a documented
need? What resources
already exist?

~_ Need is documented.
E Ongoing flexible funding
— eXxists. OCTA has

supplemented pavement
needs with external

K funds when availablej

/Project O Purpose\

and Demand

What traditional Project O
needs remain?

Analysis and
é outreach demonstrate
that traditional

—

/Feasibility and Legal\

Considerations

|s a subprogram feasible?
What would be required?

iy

A subprogram is
feasible but limited
in scale. Requires an

remain through 2041.

Project O needs

amendment.

M2 Ordinance

Orange County Transportation Authority
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FN Staff Recommendation and Next Steps

OCTA

Board-directed evaluation is complete

Maintain the existing Project O program structure

— Take no further action to establish a competitive pavement maintenance
subprogram

— Preserve Project O funding for remaining capacity and operational
improvements

Prioritize arterial road rehabilitation in the upcoming STBG/CMAQ call
for project prioritization framework

Continue pursuing external funding opportunities for pavement
maintenance and rehabilitation

Orange County Transportation Authority 13
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