
 

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

September 24, 2012 
 
 
To: Members of the Board of Directors 
 
From: Will Kempton, Chief Executive Officer 
 
Subject: Measure M2 M2020 Plan Implementing Actions 
 
 
Overview 
 
Building on the completion of the Measure M2 Early Action Plan, the development 
of an M2020 Plan began in November 2011, and the draft plan was presented to 
the Board of Directors on August 27, 2012.   The Final M2020 Plan was adopted 
by the Board of Directors on September 10, 2012, and the implementing actions 
were deferred for two weeks to address Board Members comments.  The 
implementing actions are presented for Board of Directors’ consideration.   
 

Recommendations 
 

A. Direct staff to develop a detailed plan of finance to meet the anticipated 
cash flow requirements of the M2020 Plan in accordance with the 
financing policy guidelines on page 12 of the M2020 Plan, and return for 
review and approval within 90 days. 

 

B. Direct staff to initiate the process to amend the Measure M2 
Transportation Investment Plan related to the Interstate 405 Project K 
and the State Route 91 Project J, and set a date of November 9, 2012, 
for a public hearing and Board of Directors action to adopt amendments 
to the Measure M2 Transportation Investment Plan.  

 

Background 
 

On February 27, 2012, a Measure M2 (M2) Board of Directors (Board) workshop  
was held.  Staff shared that early actions to accelerate programs and projects 
allowed the Orange County Transportation Authority (OCTA) to respond to the 
impacts of the economic downturn and resulting decrease in sales tax revenue.  
Staff further shared that despite the downturn, it is projected that OCTA can 
deliver M2 as promised with careful management of project costs and 
leveraging additional state and federal funds.  In addition, OCTA could 
expedite delivery to further capitalize on competitive construction costs and 
deliver mobility benefits years earlier by getting additional projects shelf ready. 
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The workshop focused on options for accelerating delivery of the freeway 
program.   
 
An update on the streets and roads, transit, and environmental program 
elements of the plan was presented to the Board in June.   On August 27, 2012, 
staff presented the Draft M2020 Plan based on the aforementioned reports  
and recommended advancement of major M2 projects and programs between 
now and the year 2020.  On September 10, 2012, staff presented the  
Final M2020 Plan (M2020 Plan) for consideration by the Board.  The Board adopted 
the M2020 Plan and deferred implementing actions for two weeks as discussed 
below.  
 
Discussion 
 
With the adoption of the M2020 Plan, two actions need to be completed in order to 
move forward with the plan.  These include amending the M2 Transportation 
Investment Plan and developing a plan of finance to allow for acceleration of the  
M2 Freeway Program as defined in M2020.  The funding assumptions that define 
the two implementing actions are described below. 
 
M2020 Plan Funding Assumptions 
 
The revenue assumptions with the M2020 Plan are based on the latest  
M2 revenue forecasts prepared by three local universities and future state and 
federal funding projections consistent with current trends. The project/program 
costs are in year-of-expenditure (YOE) dollars. Revenues and expenses are 
merged into a high-level cash flow model that will be subsequently refined in 
the upcoming plan of finance.  Bond assumptions are also included to address 
projected negative ending balances by year (compared to a pay-as-you-go 
scenario). Bond assumptions are constrained to minimum debt coverage ratios, 
and the appendix of the M2020 Plan includes a more detailed discussion on 
assumed revenues, costs, and debt service.  The M2020 funding assumptions 
will be kept up-to-date as new revenue and cost information becomes 
available.  Changes will be presented to the Board as stand-alone items or  
M2 quarterly reports as appropriate. 
 
For M2020 freeway program development, forecasted revenues and costs 
through 2041 were also tested. This effort was conducted to ensure the 
complete M2 Freeway Program could be delivered consistent with commitments 
provided to the voters as part of the M2 approval in November 2006.  The 
funding assumptions in the freeway mode assume $1.994 billion in total 
revenue, with costs for the same period totaling $2.973 billion.  This leaves a 
funding shortfall of close to a billion dollars ($979 million), with the shortfall 
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beginning in fiscal year (FY) 2015-16 and continuing through the life of the 
program.  To bridge this funding gap and keep projects on schedule, bonding, 
as well as an expectation for receipt of external funding to augment the 
program, will be required.  Although the full program (through 2041) is 
deliverable, the program remains tight, and this is particularly true in the 
freeway mode.  
 
The 2041 plan relies on the future receipt of $720 million in state and federal 
revenues. This assumes $30 million a year in federal and/or state funds are 
available from 2018 to 2041 for freeway projects.  Even with these assumptions, 
there will be several points in the program with low year-by-year ending 
balances.  The M2 Freeway Program ending cash balance is estimated to be 
$94.75 million in 2041, which is 1.2 percent of the freeway program value. The 
balance allows OCTA flexibility to respond to economic uncertainties and/or 
unforeseen M2 project needs.  Attachment A provides a summary of the 
projected M2 Freeway Program revenues, estimated costs, and ending 
balances by year throughout the life of M2.   
 
With careful management of the projects and use of financial resources, the full 
scope of the Measure M Program can be delivered as promised.   
 
Implementing Actions 
 
The M2020 Plan has incorporated a sound funding foundation of matching 
state, federal, and local funds that are likely available including prior one-time 
sources such as Proposition 1B Corridor Mobility Improvement Account and 
American Recovery and Reinvestment Act funds, as well as State Transportation 
Improvement Program funds.  Nearly all of the M2 transit, streets and roads, 
and environmental programs have matching requirements which leverage 
additional funds to deliver M2.   
 
Beyond these known and projected commitments and requirements, there are 
two steps that must be taken to complete the funding and financing picture for 
the M2020 Plan. 
 
Step 1:  Amendment to the M2 Transportation Investment Plan 
 

Forecasted and already completed project costs within the freeway 
program have been updated.  The new forecast includes latest project 
cost information prepared during the project development process, final 
costs on near and already completed projects, as well as accounting for 
external factors such as the current bidding environment and cost of 
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materials and resources for future projects.  In particular, Project J - 
State Route 91 (SR-91) has benefited significantly.   
 
With the exception of one project, all of the projects within the Project J line 
item are either complete or in construction (complete by the end of the year).  
The remaining project, the SR-91 between State Route 241 (SR-241)  
and Interstate 15 (I-15), needs to be implemented in concert with the 
Riverside County Transportation Commission (RCTC).  The timing for the 
ultimate project, according to the 91 Implementation Plan, is in late 2030.    
 

The SR-91 received $138 million in external funds, realized bid, project 
cost savings, and cost sharing savings working with RCTC.  This has 
resulted in savings of $847 million after allowing for the final project.  
Although freeway project completion costs in a 30-year program will 
continue to fluctuate, an amendment to the M2 Transportation Investment 
Plan is recommended to balance the plan of projects.   
 

The most recent cost estimates for Project K - Interstate 405 (I-405) is 
$1.2 billion (YOE) with intended design-build method of delivery, or 
$1.3 billion (YOE) with traditional design-bid-build delivery method.  It is 
recommended to use the greater amount to ensure either delivery method 
is fundable.  With the high cost of the project, securing contracts sooner 
rather than later is important to keep the overall cost of the project down.  
With Project K ready to move forward to the next step in delivery, action is 
needed at this time to address the needed funding and to reduce the 
inflation risk.   
 
Requested Amendment  
 

Staff is recommending that $709 million, a portion of the $847 million 
projected savings for Project J, be allocated to Project K.  This action will 
still maintain a balance of M2 funding of over $139 million to ensure 
completion of the projects.  Staff proposes that the $139 million stay in 
the Project J line item at this time. 
 
Revised project costs are reflected for Project J and for Project K (pages 12 
and 13 of the M2 Transportation Investment Plan) (Attachment A).  In 
addition, a revised page 31 of the M2 Transportation Investment Plan 
is included (Attachment B). The project costs reflected in the  
M2 Transportation Investment Plan are in 2005 dollars (the year the 
plan was developed). In order to keep the numbers consistent, the 
actual amendment is shown in 2005 dollars.  This translates from  
$709 million in nominal dollars to $572.8 million in 2005 dollars.   
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The M2 Ordinance allows for such adjustments which are defined in Section 12 of 
the Orange County Local Transportation Authority Ordinance No. 3.  This involves 
approval by the Taxpayers Oversight Committee and a public review period.   
 
Step 2:  Plan of Finance  
 

A plan of finance is needed to ensure that the cash flow requirements from  
FY 2012-13 through FY 2020-21 for the M2020 Plan are met.   

 
Significant expenditures are anticipated for highway project 
development, design, right-of-way, and construction and programming 
of road, transit, and environmental funds.  Detailed year-by-year cash 
flow needs for all of these elements are being compiled and refined, but 
the aggregate financing needed to deliver the M2020 Plan is currently 
estimated at $1.7 billion.  The amount and timing of financing needs to 
be refined to ensure that debt costs are minimized to the extent 
possible.    
 
It is recommended that a financing plan for the M2020 Plan be prepared 
and presented to the Finance and Administration Committee and the 
Board for review and approval.  This should be completed within  
90 days of final plan adoption by the Board.   
 
The finance plan will consist of the following: 
 

 Best available cost estimates for each M2020 project and 
program, including annual cash flow estimates; 

 Latest cost and revenue estimates to YOE values; 

 Refinement of revenue estimates for state, federal, and other  
non-M2 revenue sources; 

 Analysis of financing options, including major risk factors and 
recommendation of a preferred strategy; 

 Updated M2 revenue forecasts/bonding capacity. 
 
The following are the recommended policies to guide the preparation and 
maintenance of the plan of finance.  Additional detail is included in the 
M2020 Plan.  
 
1. Aggressively seek and utilize first all available local, state, and 

federal funds and grants. 
2. Utilize debt financing subject to the following conditions: 

 Debt financing can be shown to meet the requirements of  
Section 5 of the Orange County Local Transportation 
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Authority Ordinance No. 3, and is the most cost effective 
option to meet the need. 

 Financing costs accrue appropriately to the M2 mode for 
which borrowing occurs. 

 
It should be noted that the M2020 Plan includes funding to deliver the Measure M 
commitment of one general purpose lane in each direction (Alternative 1) for 
Project K.  If an alternative other than Alternative 1 is selected as the locally 
preferred alternative, then a separate funding source and separate plan of 
finance, for improvements beyond Alternative 1, will be required. 
 
Additionally, in the event that further external funds become available for freeways 
(i.e. federal, state, or local funds), the freeway projects included in the plan that will 
be environmentally cleared and, therefore, shelf ready, would be available for 
additional early delivery.  Projects recommended to move forward would be 
brought before the Board and would be based on readiness, as well as project 
cost vs. the external funding available.  The list of projects is shown in the table 
below and ranked by project cost.  Pending a positive funding outlook, the earliest 
start timeframe to begin final design is also noted.   

 
M2 Freeway Projects Cleared Through Environmental Early Start 

Design 
Cost  

(2011 $ M) 

B -  Interstate 5 (I-5) Widening (State Route 55 [SR-55] to I-405) Q4, 2015 424.8 

L -  I-405 Widening (SR-55 to I-5) Q4, 2015 322.9 

I -   SR-91 Widening (State Route 57 [SR-57] to SR-55) Q4, 2015 307.2 

J -  SR-91 Widening (SR-241 to I-15) TBD 124.0 

G - SR-57 Northbound (NB) Widening (Lambert Road to County Line) Q4, 2015 82.4 

F -  SR-55 Widening (I-5 to State Route 22) Q3, 2016 70.5 

D -  I-5/El Toro Road Interchange Improvements Q4, 2015 60.1 

M -  Interstate 605/Katella Avenue Interchange Improvements Q2, 2016 22.2 

G -  SR-57 NB Widening (Orangewood Avenue to Katella Avenue) Q1, 2016 14.7 

  TOTAL  $1,428.8 

 
To address a Board Member question raised at the September 10, 2012 
meeting regarding Project S – Transit Extensions to Metrolink, staff proposes 
to include language in the plan of finance.  The proposed language will address 
the concern that if federal New Starts funding is not available, OCTA will look 
to other state and federal sources to backfill.  For example, the plan could 
include up to $80 million in future Congestion Mitigation and Air Quality funds 
to be used in advance of New Starts grants.  In addition, staff is working with 
the cities of Santa Ana/Garden Grove and Anaheim to further refine annual 
cash flow requirements which could result in additional M2 project funding 
being available.  This updated information will be presented in the plan of 
finance. 
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Next Steps 
 
The M2020 Plan has been developed to capitalize on projects and programs 
that can be advanced, providing mobility sooner to Orange County residents. 
To implement the M2020 Plan, an amendment to the M2 Transportation 
Investment Plan is needed. 
 
The process and timing for amending the M2 Transportation Investment Plan is 
shown below: 
 
Actions Date  
OCTA Board adopted the M2020 Plan September 10, 2012 

OCTA Board considers approval implementing actions for 
M2020; includes initiating an amendment and setting a public 
hearing date  

September 24, 2012 

Proposed amendment sent to local agencies for public review 
prior to public hearing 

September 25, 2012 

Taxpayers Oversight Committee hears amendment proposal September 27, 2012 

Taxpayers Oversight Committee considers/acts on amendment 
(requires two-thirds vote) 

October 9, 2012 

Public hearing on amendment and roll call vote by Board  
(requires two-thirds vote) 

November 9, 2012 

Adopted amendment transmitted to local agencies November 10, 2012 

Amendment effective 45 days following adoption January 24, 2013 

 
Subsequent to Taxpayers Oversight Committee approval and adoption by the 
Board, the M2020 Plan-recommended M2 Transportation Investment Plan 
amendment will be distributed to local jurisdictions and key stakeholders.  A 
draft letter to local jurisdictions is included as Attachment D.  The plan of 
finance for the M2020 Plan will be presented to the Board for review and 
consideration within 90 days.  
 
Summary 
 
The M2020 Plan, adopted by the Board on September 10, 2012, will expedite 
freeway program delivery, provide flexibility to address project funding needs, 
and coordinate Metrolink services with through services to San Diego.  The 
plan needs two implementing actions in order to move forward.  An 
amendment is needed to the M2 Transportation Investment Plan, and a plan of 
finance needs to be developed.   These are presented for Board consideration.  
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Attachments 
 
A. Projected M2 Freeway Program Revenues, Estimated Costs, and 

Ending Balances 
B. Revised Project J and Project K Descriptions (Pages 12 – 13) 
C. Revised M2 Transportation Investment Plan (Page 31) 
D. Draft Notification Letter for Proposed Measure M2 Transportation 

Investment Plan Amendment, dated September 25, 2012 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by: 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Approved by: 

 
 

Tamara Warren  Kia Mortazavi 
Manager, Program Management Office 
(714) 560-5590 

Executive Director, Planning 
(714) 560-5741 
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DRAFT 
 
 

September 25, 2012 
 
 

The Honorable Name 
Mayor of  
Address 
City, State ZIP 
 

RE: Proposed Measure M2 Transportation Investment Plan Amendment  
 

Dear Mayor Name: 
 

On September 10, 2012, the Orange County Local Transportation Authority 
Board of Directors (Board) approved the Measure M2 (M2) M2020 Plan, and on 
September 24, 2012, the Board directed staff to proceed with the necessary 
actions to implement its provisions.  This includes initiating the process to amend 
the Measure M2 Transportation Investment Plan to balance the plan of projects 
in the freeway mode.  The M2020 Plan sets a course for advancement of major 
M2 projects and programs between now and the year 2020.   The Final M2020 
Plan and staff report is available on the Orange County Transportation 
Authority’s (OCTA) website, www.octa.net/M2020. 
 

With the cost of the M2 Interstate I-405 (I-405) project (Project K) at $1.3 billion in 
year-of-expenditure (YOE) dollars, securing contracts sooner, rather than later is 
important to keep the overall cost of the project down.  With Project K ready to move 
forward to the next step in delivery, action is needed at this time to address this 
funding need and to reduce the inflation risk.   
 

To address the $709 million need in YOE dollars for Project K and as a result of 
capturing additional external funds and project cost savings on State Route 91(SR-91) 
(Project J), staff is recommending that $709 million, a portion of the $847 million in 
savings currently allocated to Project J, be allocated to Project K.  This action will 
still maintain a balance of M2 funding of over $139 million for future SR-91 
improvements beyond funding needed for projects identified.   
 

In support of the proposed amendment, revised project costs are reflected for 
Project J and for Project K (pages 12 and 13 of the M2 Transportation Investment 
Plan) (attached).  In addition, a revised page 31 of the M2 Transportation 
Investment Plan is included (attached).  The project costs reflected in the  
M2 Transportation Investment Plan are in 2005 dollars (the year the plan was 
developed). In order to keep the numbers consistent, the actual amendment is 
shown in 2005 dollars.  This translates from $709 in nominal dollars to $572.8 in 
2005 dollars.   
 
  

ATTACHMENT D 

http://www.octa.net/M2020


The Honorable Name 
September 11, 2012 
Page 2 

 

The M2 Ordinance allows for such adjustments which are defined in Section 12 of 
the Orange County Local Transportation Authority Ordinance No.3.  This involves 
approval by the Taxpayers Oversight Committee (TOC) and a public review period.  
 

It should be noted that the M2020 Plan includes funding to deliver the Measure M 
commitment of one general purpose lane in each direction (Alternative 1) for 
Project K (I-405).  This project is still under environmental review, and the 
ultimate selection of a locally preferred alternative by the California Department 
of Transportation (Caltrans) is expected in early 2013.  If an alternative other 
than Alternative 1 is selected as the locally preferred alternative, then a 
separate funding source and separate plan of finance, for improvements 
beyond Alternative 1, will be required. 
 

This amendment will allow OCTA to accelerate the Measure M Freeway 
Program as defined in the M2020 Plan.  The M2020 Plan is focused on 
capturing savings as a result of securing contracts sooner, and delivering 
improvements and mobility as early as possible.  This is important to keeping the 
overall cost of the program down.   
 

In accordance with the M2 Ordinance, the amendments will be brought before 
the Measure M TOC prior to the public hearing.  The public hearing has been 
set for November 9, 2012.  If adopted by the TOC and the Board, the 
amendment will take effect on January 24, 2013. 
 

Measure M has been a critical element of Orange County’s efforts to fund a broad 
range of needed transportation projects.  Through our partnerships with the cities, 
the County of Orange, Caltrans, and other agencies, OCTA has been successful in 
keeping our commitments made to the voters.  Your continued support and active 
involvement in the delivery of the Measure M Program is appreciated.  
 

Should your agency have any comments or questions on these amendments, 
please contact Tami Warren, Measure M2 Program Manager, Program 
Management Oversight, at (714) 560-5590. 
 

Sincerely,  
 
 
 

Paul G. Glaab 
OCTA Chairman 
 

PGG:tw 
Enclosures  
 

c:  OCTA Board of Directors 
 Executive Staff 
 City Councils 
 City Managers 
 Ryan Chamberlain, Caltrans District 12 Director 
 TOC Members 
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