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Chapter 1 — Eligibility Overview
1.1 Measure M2 Introduction

In order to meet expected growth in Orange County over the next 30 years, continued investment
in the County’s infrastructure will be required. To meet these needs, additional projects were
identified which could be funded through an extension of the Measure M program. Voters approved
Renewed Measure M (M2) on November 7, 2006.

M2 is a 30-year, multi-billion dollar program extension of the original Measure M (1991-2011) with
a new slate of projects and programs planned. These include improvements to the Orange County
freeway system and streets & road network throughout the County, additional expansion of the
Metrolink system, more transit services for seniors and the disabled and funding for the cleanup of
roadway storm water runoff.

M2 extends Orange County’s self-help legacy toward financing infrastructure. A seamless transition
from the original Measure M to the new slate of projects required careful consideration of the
Ordinance and inventory of new requirements. Consistent with the first ordinance, the eligibility
guidelines have been prepared to assist local jurisdictions to understand the requirements
necessary to maintain their eligibility to receive M2 funds.

The M2 Eligibility Guidelines identify annual eligibility requirements as specified in Ordinance No.
3, Attachment B, and Section III. Ordinance No. 3 (M2 Ordinance) outlines all programs and
requirements and is included as Appendix A. Compliance with the eligibility requirements in the
ordinance must be established and maintained in order for local jurisdictions to receive Net
Revenues. Policies and procedures are presented to enable and facilitate annual eligibility for local
jurisdiction participation. Guidelines for newly incorporated cities are outlined in Appendix B.

With the passage of M2, several eligibility requirements applicable to the previous program are no
longer valid. Prominent features of the past program that have been discontinued include
preparation of the Growth Management Program (GMP), a development phasing & monitoring
program, and a balanced housing options and job opportunities component of the General Plan.
Although these planning tools are no longer elements of the eligibility process, local jurisdictions
are encouraged to consider these elements as sound planning principles.

M2 Net Revenues are generated from the transactions and use tax plus any interest or other
earnings — after allowable deductions. Net Revenues may be allocated to local jurisdictions for a
variety of programs and the Authority shall allocate the Net Revenues to freeways, environmental,
transit, and street and roads projects.

Freeway Projects

Orange County freeways will receive forty-three percent (43%) of net revenues. Relieving
congestion on State Route 91 is the centerpiece of the freeway program. Other major projects
include improving Interstate 5 (I-5) in south Orange County, Interstate 405 (I-405) in west Orange
County and State Route 57 in North Orange County. Under the plan, major traffic chokepoints on
almost every freeway will be improved.

Environmental Programs

In order to address any environmental impact of freeway improvements, five percent (5%) of the
allocated freeway funds will be used for environmental mitigation programs. A Master Agreement
between OCTA and state and federal resource jurisdictions will provide higher-value environmental
benefits such as habitat protection, wildlife corridors and resource preservation in exchange for
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streamlined project approvals for the freeway program as a whole. Funds are also available under
the Environmental Cleanup Program (Project X) to implement water quality improvement projects.

Transit Projects

Orange County’s rail and bus service will receive twenty-five percent (25%) of M2 net revenues.
These funds will be used to add transit extensions to the Metrolink corridor, reduce bus fares for
senior citizens and persons with disabilities, and establish local bus circulators.

Street and Roads Projects

Orange County has more than 7,300 lane miles of streets and roads; many in need of repair and
rehabilitation. M2 will allocate thirty-two percent (32%) of net revenues to streets and roads. These
funds will help fix potholes, improve intersections, synchronize traffic signals countywide, and make
the existing network of streets and roads safer and more efficient.

The allocation of thirty-two percent (32%) of the Net Revenues for Street and Road Projects shall
be made as follows:

1. Ten percent (10%) of the Net Revenues shall be allocated for Regional Capacity Programs
(Project O).

2. Four percent (4%) of the Net Revenues shall be allocated for Regional Traffic Signal
Synchronization Program projects (Project P).

3. Eighteen percent (18%) of the Net Revenues shall be allocation for Local Fair Share
Programs.

1.2 Competitive Funds

OCTA shall select projects through a competitive process for the Regional Capacity Program
(Project O), the Regional Traffic Signal Synchronization Program (Project P), the various transit
programs (Projects S, T, V, and W), and the Environmental Cleanup Program (Project X). The
criteria for selecting these projects are included in the Comprehensive Transportation Funding
Programs (CTFP) Guidelines. The process for calculating and distributing local fair share funds are
described in Section 1.3.

1.3 Local Fair Share (LFS) Funds

The LFS Program is a formula-based allocation provided to eligible jurisdictions for use on allowable
transportation planning and implementation activities. It is funded through an eighteen percent
(18%) allocation from Net Revenues and is distributed to eligible jurisdictions on a formula basis
as determined by the following:

e Fifty percent (50%) divided between eligible jurisdictions based upon the ratio of the
jurisdiction’s population to the County’s total population, each from the previous calendar
year.

e Twenty-five percent (25%) divided between eligible jurisdictions based upon the ratio of
the jurisdiction’s existing Master Plan of Arterial Highways (MPAH) centerline miles to the
total MPAH centerline miles within the County as determined annually by the OCTA.

e Twenty-five percent (25%) divided between eligible jurisdictions based upon the ratio of
the jurisdiction’s total taxable sales to the total taxable sales for the County, each from the
previous calendar year.
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OCTA contracts with three universities (Chapman University; University of California, Los
Angeles; and California State University, Fullerton) to provide a long-range forecast of
taxable sales to forecast Measure M2 revenues for purposes of planning projects and
program expenditures. In the past, OCTA has taken an average of the three university
taxable sales projections to develop a long-range forecast of Measure M2 taxable sales. On
March 28, 2016, as part of the FY 2016-17 budget development process, the Board
approved a new sales tax forecast methodology. The new methodology includes a more
conservative approach by utilizing a five-year forecast from MuniServices, Inc. The resulting
revenue estimates are used for programming of competitive funds and as a guide for local
jurisdiction planning within their respective CIPs.

1.4 Eligibility Requirements for Net Revenues

Every year, the Orange County Transportation Authority (OCTA) determines if a local jurisdiction
is eligible to receive M2 LFS and competitive program funds. A local jurisdiction must satisfy certain
requirements as outlined in Ordinance No. 3. Specifically, a jurisdiction must:

Comply with the conditions and requirements of the Orange County Congestion
Management Program

Establish a policy which requires new development to pay its fair share of transportation-
related improvements associated with their new development

Adopt a General Plan Circulation Element consistent with the MPAH
Adopt and update a Capital Improvement Program

Participate in Traffic Forums

Adopt and maintain a Local Signal Synchronization Plan

Adopt and update biennially a Pavement Management Plan

Adopt and provide an annual Expenditure Report to the OCTA

Provide the OCTA with a Project Final Report within six months following completion of a
project funded with Net Revenues

Agree to expend all LFS revenues received through M2 within three years of receipt
Satisfy Maintenance of Effort requirements
Agree that Net Revenues shall not be used to supplant developer funding

Consider, as part of the eligible jurisdiction’s General Plan, land use and planning strategies
that accommodate transit and non-motorized transportation
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Chapter 2 — Eligibility Requirements

The annual eligibility process relies upon a variety of reporting methods to verify local jurisdiction
compliance. Most methods leverage tools routinely used in the public planning process while others
require certification forms or specialized reports. Templates, forms, and report formats are included
as appendices to these eligibility guidelines and are available in electronic format. The table below
summarizes certification frequency and documentation requirements.

Compliance Category

Capital Improvement Program

Schedule

Annual
Next submittal is due on June 30, 2017.

Documentation

Electronic, hard copy
City Council/ Board of Supervisors approval

Circulation Element/MPAH
Consistency

Biennial
Next submittal is due on June 30, 2017.

Resolution (Appendix E)

Circulation Element Exhibit

Changes in actual MPAH centerline miles should
be reported on the Arterial Highway Mileage
Change Report (Appendix H)

Certify that the Circulation Element is consistent
with MPAH in the Eligibility Checklist (Appendix D)

Congestion Management
Program

0dd numbered years
Next submittal is due on June 30, 2017.

Eligibility Checklist item in Appendix D

Include projects to address deficient intersections
in CIP (if applicable)

CMP Checklist (Appendix C)

Expenditure Report

Annual - six months after end of fiscal year
Next submittal is due on December 31, 2017.*

Expenditure Report and resolution (Appendix G)

Local Signal Synchronization
Plan

Every three years
Next submittal is due on June 30, 2017

Copy of plan
Resolution (Appendix E)

Maintenance of Effort

Annual
Next submittal is due on June 30, 2017.

MOE Certification form (Appendix I) signed by
Finance Director or equivalent designee that
meets/exceeds MOE Benchmark in Exhibit 2
Budget excerpts

Mitigation Fee Program

Biennial
Next submittal is due on June 30, 2017.

Eligibility Checklist item in Appendix D

Copy of nexus study, revised impact fee schedule,
or process methodology

Resolution (Appendix E)

No Supplanting Existing
Commitments

Annual
Next submittal is due on June 30, 2017.

Eligibility Checklist item in Appendix D

Pavement Management Plan

Every two years
Next submittal for odd year agencies is due on
June 30, 2017.
Refer to Exhibit 3 to determine the required
PMP submittal schedule.

PMP Certification form signed by Public Works
Director or City Engineer

Agency Submittal Checklist

PMP report with street listings

CD with pavement report, and street listings
Resolution (Appendix E)

Project Final Report

Within 6 months of project completion

Final Report

Timely Expenditure of Funds

Annual
Next submittal is due on June 30, 2017.

Eligibility Checklist item in Appendix D

Traffic Forums

Annual
Next submittal is due on June 30, 2017.

Eligibility Checklist item in Appendix D

Transit/Non-motorized
Transportation in General Plan

Annual (June 30t)
Next submittal is due on June 30, 2017.

Eligibility Checklist item in Appendix D

Letter outlining land use planning strategies that
accommodate transit and active transportation
Excerpts of policies from the land use section of
the General Plan

*Huntington Beach follows a federal fiscal year and must submit the M2 Expenditure Report by March 31.
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2.1 Capital Improvement Program (CIP)

A CIP is a multi-year funding plan to implement capital transportation projects and/or programs,
including, but not limited to, capacity, safety, operations, maintenance, and rehabilitation projects.

For purposes of eligibility, the M2 Ordinance specifies that each jurisdiction must prepare a CIP.
The annual seven-year CIP updates are required to enable timely review of eligible use of funds.
The CIP shall include all capital transportation projects, such as, projects funded by Net Revenues
(i.e. Environmental Cleanup Program, Traffic Signal Synchronization Plan, Regional Capacity
Program, and Local Fair Share Projects) and transportation projects required to demonstrate
compliance with signal synchronization, pavement management, and CMP requirements. (See
section 2.3 for the CIP’s relevance to the CMP.)

Projects funded by M2 Net Revenues include:

Project Description Project

Freeway Environmental Mitigation A-M

o

Regional Capacity Program
Regional Traffic Signal Synchronization Program

Local Fair Share Program

High Frequency Metrolink Service

Transit Extensions to Metrolink

Convert Metrolink Station(s) to Regional Gateways that connect
Orange County with High-Speed Rail Systems

Senior Mobility Program or Senior Non-Emergency Medical Program

Community Based Transit/Circulators

Safe Transit Stops

X|ZS|l<|c| A |n|m|lO|o

Water Quality Program

Each eligible jurisdiction must include projects in their CIP that are needed to meet and maintain
the adopted Traffic Level of Service and Performance Standards. The CIP shall also include all
projects proposed to receive M2 funding. Cities are encouraged, but not required, to include all
transportation related projects regardless of M2 funding participation.

If M2 funding needed for a project is not reflected on the current CIP, an amended CIP should be
adopted with contract award prior to expending funds. The revised CIP should be submitted to
OCTA in hard copy format with evidence of council approval.

Submittal Frequency: Minimum Annual, or as needed to add M2 projects that are not reflected on
the current CIP. Next submittal is due by June 30, 2017.

City Council/ Board of Supervisors approval: Required

Verification Method

Each jurisdiction must submit an electronic (online) and hard copy of its CIP with evidence of
council approval. The OCTA provides a web-based database called the Web Smart CIP used
countywide for reporting Council-approved CIP information. The Web Smart CIP includes all
projects submitted in the previous eligibility cycle. New projects should be added to the database
and completed, prior program year projects should be archived. Cancelled projects may be archived
or removed. In addition, the funding schedule, source, and cost data for ongoing projects should
be reviewed and updated for accuracy. A separate CIP User’s Manual has been developed to assist
local jurisdictions with the preparation of the seven-year CIP. The CIP User’s Manual can be found
on the M2 Eligibility Website: http://www.octa.net/M2Eligibility

FY 2017-18 Measure M2 Eligibility Guidelines A X
Effective April 10, 2017 ’1

Page 6


http://www.octa.net/M2Eligibility

2.2 Circulation Element/ MPAH Consistency

A Circulation Element is one component of a jurisdiction’s General Plan that depicts a planned
multimodal network and related policies. M2 funding eligibility requires that each jurisdiction must
adopt and maintain a Circulation Element that is consistent with the OCTA MPAH, which defines
the minimum planned lane configurations for major regionally significant roads in Orange County.

MPAH Consistency

Through a cooperative process, the OCTA, the City Engineers Association, the City Managers
Association, and the County of Orange developed criteria for determining consistency with the
MPAH. Criteria and policies for determining MPAH Consistency are included in a separate manual
titled “Guidance for Administration of the Orange County Master Plan of Arterial Highways” that
can be downloaded on OCTA’s Eligibility webpage (http://www.octa.net/M2Eligibility) and are
summarized below:

e Thelocal jurisdiction’s Circulation Element is to have the minimum planned carrying capacity
equivalent to the MPAH for all MPAH links within its jurisdiction. “Planned carrying capacity”
is the number of through lanes on each arterial highway as shown on the local Circulation
Element.

e Local jurisdictions will not be found inconsistent with the MPAH as a result of existing
capacity limitations on arterials not yet constructed to the ultimate capacity shown on the
MPAH.

e Every two years, each local jurisdiction must submit a resolution adopted by the governing
body attesting that no unilateral reduction in lanes has been made on any MPAH arterial.

e The local agency will be ineligible to participate in M2 programs if a roadway on the MPAH
has been unilaterally removed from or downgraded on their Circulation Element and/or
does not meet the planned capacity criteria. Eligibility may be reinstated upon completion
of a cooperative study that resolves the inconsistency. Additionally, the local jurisdiction
can re-establish eligibility upon restoring its Circulation Element to its previous state of
MPAH consistency.

e The local jurisdiction must adopt a General Plan Circulation Element that does not preclude
implementation of the MPAH.

e A local jurisdiction is inconsistent with the MPAH as of the date the governing body takes
unilateral action reducing the number of existing and/or planned through lanes on an MPAH
arterial built to its ultimate configuration to less than the ultimate capacity shown on the
MPAH. “Unilateral action” means physical action such as striping, signing, or other physical
restrictions executed by the local jurisdiction.

e A local jurisdiction may be permitted to reduce existing through lanes, if prior to taking
action, it can demonstrate to the OCTA that such action is temporary and can be justified
for operational reasons. The local jurisdiction must enter into a binding agreement to
restore capacity upon demand by OCTA. The OCTA may recommend that the local
jurisdiction remain eligible on a conditional basis. If it is found to be ineligible, it may regain
eligibility upon physical restoration of the arterial to the original state that is consistent with
the MPAH.

e Traffic calming measures shall be administered on MPAH facilities per the latest version of
the Guidance for the Administration of the Orange County (OC) MPAH.
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If a local jurisdiction requests a change to the MPAH and enters into a cooperative study to
analyze the request, it may be considered conditionally consistent. No change shall be made
to its Circulation Element until after the cooperative study is completed and agreement is
reached on the proposed amendment.

Submittal Frequency: Odd year requirement. Next submittal is due by June 30, 2017.

City Council/ Board of Supervisors approval: Required

Verification Method

Each jurisdiction must provide the following every odd year:

Document within the Eligibility Checklist (Appendix D) that confirms the Circulation Element
is consistent with the MPAH.

A copy of the most current Circulation Element Exhibit biennially showing all arterial
highways and their individual arterial designations. Any proposed changes and/or requests
for changes to the MPAH should also be included.

Resolution adopted by the governing body of the local jurisdiction (Appendix E).

The Arterial Highway Mileage Change Report (Appendix H). Changes in actual (built or
annexed) MPAH centerline miles since the previous MPAH Consistency Review are to be
reported to the nearest 0.01 mile, excluding State highways. Data should be current as of
April 30 of the reporting year. Exhibit 1 lists the current MPAH centerline miles by jurisdiction
that is used to calculate Local Fair Share.

OCTA shall review the materials submitted, and determine whether the local agency Circulation
Elements are consistent with the MPAH, meaning there is @ minimum planned carrying capacity
equivalent to the MPAH for all MPAH links within the local agency’s jurisdiction.
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Exhibit 1: Master Plan of Arterial Highways Centerline Miles

2016 Centerline

Agency Mileage
(7/30/2016)

Aliso Viejo 14.85
Anaheim 148.80
Brea 20.57
Buena Park 34.44
Costa Mesa 49.33
County of Orange 51.74
Cypress 24.93
Dana Point 15.72
Fountain Valley 35.28
Fullerton 62.18
Garden Grove 63.59
Huntington Beach 93.05
Irvine 135.11
La Habra 17.13
La Palma 7.23
Laguna Beach** 14.01
Laguna Hills 20.73
Laguna Niguel 35.94
Laguna Woods 5.77
Lake Forest 38.25
Los Alamitos 6.44
Mission Viejo 43.54
Newport Beach 48.92
Orange 85.24
Placentia 25.01
Rancho Santa Margarita 18.20
San Clemente 24.39
San Juan Capistrano 18.55
Santa Ana 100.21
Seal Beach 12.24
Stanton 9.48
Tustin 41.59
Villa Park 3.49
Westminster 35.75
Yorba Linda 32.67

1394.38

**|aguna Beach credited with State Highway mileage by agreement of the TAC.
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2.3 Congestion Management Program (CMP)

With the passage of Proposition 111 Gas Tax increase in June 1990, urbanized areas of California
were required to adopt a CMP. OCTA was designated as the County’s Congestion Management
Agency (CMA), and as such, is responsible for the development, monitoring, and biennial updating
of Orange County’s CMP. Orange County’s CMP is a countywide program established in 1992 to
support regional mobility and air quality objectives through the effective use of transportation
funds, coordinated land use, and development planning practices. Required elements of the
County’s CMP include traffic level of service (LOS) standards, performance measures, travel
demand assessment methods and strategies, land use analysis programs, and Capital Improvement
Programs.

The goals of Orange County’s CMP are to support regional mobility and air quality objectives by
reducing traffic congestion, providing a mechanism for coordinating land use and development
decisions that support the regional economy, and determining gas tax eligibility. Each jurisdiction
must comply with the following conditions and requirements of the Orange County CMP pursuant
to the provisions of Government Code Section 65089 to be considered eligible for both gas tax
revenues and M2 funding:

e Level of Service — Highways and roadways designated by OCTA must operate at an
established LOS of no less then LOS “E” (unless the LOS from the baseline CMP dataset
was lower).

e Deficiency Plans — Any CMP intersections that do not comply with the LOS standards must
have a deficiency plan prepared by the responsible local jurisdiction that identifies the cause
and necessary improvements for meeting LOS standards (certain exceptions apply).

e Land Use Analysis — Analyze the impacts of land use decisions on the transportation
system, using a designated methodology, consistent with the CMP Traffic Impact Analysis
guidelines. The analysis must also include estimated cost to mitigate associated impacts.

e Modeling and Data Consistency — A jurisdiction utilizing a local area model for traffic impact
analysis must conform to the Orange County Sub-area Modeling guidelines, prepared by
OCTA.

e Capital Improvement Program (CIP) — Jurisdictions must submit an adopted seven-year CIP
that includes projects to maintain or improve the LOS on CMP facilities, or adjacent facilities.

Submittal Frequency: Odd years — Next submittal is due by June 30, 2017.

City Council/ Board of Supervisors approval: Not Required
Verification Method

The CMP checklist, as shown in Appendix C, must be submitted to demonstrate compliance with
CMP requirements. If a deficient intersection is identified, the jurisdiction must include a project in
their CIP to address the issue or develop a deficiency plan. OCTA will use the M2 CIP prepared by
each local jurisdiction as the default CMP CIP rather than require a separate submittal. Projects
intended to address CMP deficiencies should be clearly identified in the project description within
the CIP.
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2.4 Expenditure Report

The expenditure report is a detailed financial report submitted by each jurisdiction used to track
financial activity as it relates to M2 and other improvement revenue sources. Each jurisdiction must
adopt an annual Expenditure Report to account for M2 funds, developer/traffic impact fees, and
funds expended by the jurisdiction that satisfy the MOE requirements. This report is used to validate
eligible uses of funds and to report actual MOE expenditures.

e Report required within six months of jurisdiction’s end of fiscal year.

e Report to include all Net Revenue, fund balances, and interest earned. Negative interest is
not an allowable expense.

e Reported Expenditures shall be identified by activity type (i.e. capital, operations,
administration, etc.) and funding source for each M2 program and/or project.

Submittal Frequency: Annual — within 6 months of the end of the fiscal year.

The deadline is December 31 for jurisdictions following a state fiscal year (July-June) and March
31 of the next calendar year for jurisdictions following a federal fiscal year (October-September)
(i.e. Huntington Beach).

City Council/ Board of Supervisors approval: Required
Verification Method

The expenditure report signed by the City Finance Director and council resolution attesting to the
adoption is required. The M2 expenditure report template, instructions, and resolution are provided
in Appendix G.

2.5 Local Signal Synchronization Plan (LSSP)

The LSSP! is a three-year plan identifying traffic signal synchronization, street routes and traffic
signals to be improved in eligible jurisdictions. The Local Traffic Signal Synchronization Plan shall
be consistent with the Regional Traffic Signal Synchronization Master Plan (RTSSMP). The LSSP
will outline the costs associated with the identified improvements, funding and phasing of capital,
and the operations and maintenance of the street routes and traffic signals. Inter-jurisdictional
planning of traffic signal synchronization is also a component of the LSSP. Local jurisdictions must
update LSSPs every three years and include a performance assessment which compares the
information in the current report to prior cycle activities.

Submittal Frequency: Every 3 years - Next LSSP update submittal is due June 30, 2017.

City Council/ Board of Supervisors approval: Required
Verification Method

Local jurisdictions must ensure that their LSSP is in conformance with the RTSSMP. LSSPs must be
updated every three years starting June 30, 2014. At the minimum, a Public Works Director must
sign the Local Signal Synchronization Plan Consistency Review Checklist. City/County council action
is required (Appendix E) . A separate document prepared by the OCTA, “Guidelines for the
Preparation of Local Signal Synchronization Plans,” provides additional detail for agency submittal
that can be downloaded from OCTA's Eligibility webpage: http://www.octa.net/M2Eligibility

! A local match reduction of ten percent (10%) is provided for competitive grant applications submitted through the Regional Capacity
Program (M2 - Project O) if the local jurisdiction has adopted a LSSP consistent with the RTSSMP.
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2.6 Maintenance of Effort (MOE)

The MOE Certification is a financial reporting document, which provides annual certification of
planned/budgeted maintenance, construction and administrative/other transportation related
expenditures and the comparison to the annual MOE Benchmark Requirements for the fiscal year.
Each jurisdiction must provide annual certification to OCTA that the MOE requirements of Section
6 of Ordinance No. 3 have been satisfied. MOE applies to transportation-related discretionary
expenditures such as General Funds by local jurisdictions for maintenance, construction, and other
categories.

MOE Certification Process

M2 funds may be used to supplement, not replace, existing local revenues being used for transportation
improvements and programs. A local jurisdiction cannot redirect monies currently being used for
transportation purposes to other uses and replace the redirected funds with M2 revenues.

Each jurisdiction is required to maintain a minimum level of local streets and roads expenditures
to conform to the MOE requirement. The original minimum level of expenditures was based upon
an average of General Fund expenditures for local street maintenance and construction over the
period from Fiscal Year 1985-86 through Fiscal Year 1989-90. The expenditure information was
obtained from the Orange County Transportation Commission’s (OCTC) Annual Report data
collection sheets. The established benchmark was reported in constant dollars and was not
adjusted for inflation. Annexation of land into an existing jurisdiction does not affect the MOE.

Per the M2 Ordinance, the MOE benchmark must be adjusted in 2014 and every three years
therea