: 1 B\ : A ; EXPRESS LANE
‘ JIRY e : — .
A 2 P oL ke ‘ b 5 T0 Alcosta Bive BB T el Ml
Bollinger
Canyen Roa

2rreneny 4

UV Y 2

Budgeting the Region —
MTC Budget Workshop

METROPOLITAN April 22, 2026

ML T TRANSPORTATION
COMMISSION Derek Hansel

Chief Financial Officer



Summary of
Discussion

> Economic Backdrop
> Key Budget Assumptions
» Budget Calendar
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U.S Economic
Growth Has
Moderated Over

Time

The U.S. economy has continued to
expand in recent years, though

growth has moderated from post-
pandemic highs.

Real Gross Domestic Product

7~

Real gross domestic product (GDP) ‘
growth slowed toward the end of

. : . 2017 2018 2019 2020 2021 2022 2023 2024 2025
2025, reﬂeCtlng eaSIng economlc Source: U.S. Bureau of Economic Analysis myf.red/g/1Ug3X
momentum, while consumer
spending and business investment
continue to support overall growth.
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https://fred.stlouisfed.org/graph/?g=1Uq3X

Economic Growth
Has Slowed in
Recent Years P

Following the post-pandemic
rebound, economic growth
has shown increased
variability and a slowing trend
in recent quarters.

Percent Change from Preceding Period

The conflict in the Middle East
has contributed to rising ol e —

Q3 2021 Q1 2022 Q3 2022
prices, adding uncertainty to Source: U.S. Bureau of Economic Analysis myf.red/g/1Ultb
the near-term outlook.
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https://fred.stlouisfed.org/graph/?g=1UIrb

5 Unemployment Rate

Labor Market
Remains Strong

The labor market remains
historically strong despite some

COOIing. AS Of February 2026, the = 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
U.S. unemployment rate is 4.4%, Source:Us. Bureau of Labor Satistcs e
Only mOdeStly above recent IOWS- Q Labor Force Participation Rate

However, labor force participation
has remained flat to slightly
declining in recent months,
indicating that labor supply
constraints persist.
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Source: U.S. Bureau of Labor Statistics myf.red/g/1UrtL



https://fred.stlouisfed.org/graph/?g=1Uq46
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Wage Growth
Moderating but
Sti I I S o I i d =| /] 3-Month Moving Average of Unweighted Median Hourly Wage Growth: Overall
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Wage growth has slowed from
the peaks seen in recent years
but remains elevated.
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Average hourly earnings rose

about 3.7% year-over-year 30

in early 2026, continuing to I L R R TR TR R R TR TR
Support household Income Source: Federal Reserve Bank of Atlanta myf.red/g/1Ugds

growth.
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https://fred.stlouisfed.org/graph/?g=1Uq4r

Bay Area Labor
Market Weakens
but Remains Stable

The Bay Area labor market has
weakened relative to prior years,
with unemployment rising to 4.5%
as of December 2025, now in line
with national levels.

This reflects continued layoffs in the
technology sector, partially offset by
stronger performance

In other industries.

S Unemployment Rate in San Jose-Sunnyvale-Santa Clara, CA (MSA)
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https://fred.stlouisfed.org/graph/?g=1Uq4D
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Inflation Has Moderated
but Remains Above
Target

Inflation has eased significantly from its
2022 highs but remains above the Fed’s
2% target.

The Fed estimates total personal
consumption expenditures (PCE)
inflation rose 2.8% over the 12 months
ending in February, while higher oil prices
tied to the Middle East supply disruptions
have added fresh upside pressure to
near-term inflation.

@ METROPOLITAN TRANSPORTATION COMMISSION

Personal Consumption Expenditures: Chain-type Price Index

f
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Percent Change from Year Ago

ce: U.S. Bureau of Economic Analysis myf.red/g/1Uqg5¢c

Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index)

Index 2017=100
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Fed Policy Balances Inflation and Employment...

5 Federal Funds Effective Rate
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Source: Board of Governors of the Federal Reserve System (US)

myf.red/g/1Uq5Q
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https://fred.stlouisfed.org/graph/?g=1Uq5Q

...and Market Expectations Continue to Shift...
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Current Federal
--------------------------- Funds Rate:
| 3.64%
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Vertical line shows the range of Federal Open Market Committee (FOMC) patrticipants’ projections; the green dot
represents median expectations.
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...but Volatility Has Increased

10 Year Treasury Rate
4.5%
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Giving the Chair the

b Last Word...

| ” i “We are well positioned to

wait for greater clarity”

— Jerome Powell

Chair of the Federal Reserve
- March 18, 2026

‘ Image source: Wikipedia.org
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Overview of Budget Assumptions

ASSUMPTIONS AND RISKS STRATEGIC DECISION MAKING

> Budget assumptions are the > Budget assumptions provide
foundational estimates and projections information in consideration of
used to create a financial plan. resource and strategy decisions.

> Assumptions should align with

> Assumptions about revenue, expenses, _ _ _
financial and strategic goals.

inflation, and market conditions, are
essential for reasonable budgeting and
forecasting.

> Validating assumptions helps identify
challenges, risks, and guide decisions.

> Supports planning for unexpected
budget impacts.

M T METROPOLITAN TRANSPORTATION COMMISSION 16




Agency-Wide Budget Assumptions —
Fiscal Year 2026-27

Staffing & Compensation

External Risks

« Rising energy prices driven by Middle East

430 full time equivalent authorized positions _ _ _ _
conflict, creating upward pressure on inflation.

3.2% cost of living increase (min. of 2.8% per

Yle]¥) - Continued cost pressures from inflation and

trade policy impacts.

8% vacancy rate - Ongoing uncertainty around federal funding,
46% benefits rate particularly discretionary grants programs and
transportation reauthorization bill.

Expense Considerations Revenue Context
* Indirect cost allocation plan being finalized * Revenue growth remains limited while

expenses continue to rise.

* Inflation causing cost increases across
several expense categories * Net interest rate yield projected at 3.30%.

@ METROPOLITAN TRANSPORTATION COMMISSION
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MTC Budget Assumptions — FY 2026-27

Revenue Assumptions

» Transportation Development Act (TDA):
2.4% revenue increase from FY 2025-26
budget due to sales tax increase.

» Federal policy remains a source of
uncertainty, though major MTC sources such
as Congestion Mitigation and Air Quality
(CMAQ) and Surface Transportation Block
Grant (STBG) are formulaic and
congressionally appropriated.

» State funding is comprised primarily of State
Transit Assistance (STA) Exchange Funds
and the MTC Exchange Fund.

@ METROPOLITAN TRANSPORTATION COMMISSION

Expense Assumptions

» Majority of expenses are comprised of staff
costs and contractual services.

» Transportation Revenue Measure District start-
up costs to be funded initially from unassigned
reserves; costs may be one-time and partially
reimbursable.

> Increased software costs due to higher vendor
costs and larger staff requiring additional
licenses as well as implementation of new
Oracle ERP system.

» Costs continue to increase while revenue
remains static.

» Clipper operations and capital are presented

separately from the MTC budget.
18



Entity-Specific Budget Assumptions (Part 1 of 3)

Bay Area Headquarters Authority (BAHA) Bay Area Housing Finance Authority (BAHFA)
* A0.9% increase in lease income from « Continuation of Doorway Program while
FY 2025-26 due to a full year of rent from Housing Preservation and Priority Sites
two new tenants, Water Emergency programs wind down.
Transportation Authority (WETA) and - Start of new Mixed-Income Program in FY

Verne Labs, as well as assumptions for 2026-27.

additional new tenants within FY 2026-27. - . . .
« Existing funding is sufficient for operations

* Current tenant, Degenkolb will not be through FY 2026-27 and into future years
renewing its lease which expires at the under current program assumptions.
end of January 2027. Annual revenue

generated from Degenkolb is
approximately $1.2 million.

* Housing revenue measure costs in 2028 are
not included in budget, except polling.

- Significant capital funding needed for
building operations and ongoing facade
repairs not covered by operating revenue.

@ METROPOLITAN TRANSPORTATION COMMISSION 19



Entity-Specific Budget Assumptions (Part 2 of 3)
Bay Area Toll Authority (BATA)

> 6.8% increase in toll revenue over the FY25-26 budget:
* 0.50% assumed traffic increase
« Full fiscal year of January 2026 $0.50/axle toll increase

- Additional January 2027 $0.50/axle toll increase and differentials ;{,:_‘ e L e S
for license plate accounts and invoiced tolls. AN 3%

> Violation revenue down 25% from estimated FY 2025-26 results
which have included additional revenue related to
the timing of DMV hold resumption.

* This results in violation revenue 11% higher than FY 2025-26
budget.

> Projected interest revenue is $99.4 million.

@ METROPOLITAN TRANSPORTATION COMMISSION 20



Entity-Specific Budget Assumptions (Part 3 of 3)

Bay Area Infrastructure Financing Authority
(BAIFA) | -
> 6% increase in express lane revenue over FY 2025-26 budget: 3

ToLL
To Manuel Campos Pkwy

* Full year operation of Solano Interstate 80 Express Lanes .
N

which opened in mid-December 2025 ”
- Anticipated revenue of $22.9 million will be updated based on more l- R y

recent actual results before finalizing the proposed budget.

 Violation revenue down 25% from estimated FY 2025-26
results (except for Solano Interstate 80) which included AL
additional revenue related to the timing of DMV hold resumption. [l

 This results in violation revenue that is 41% higher than the

FY 2025-26 budget accounting for a full year of Solano
Interstate 80 operations.

@ METROPOLITAN TRANSPORTATION COMMISSION



Open Iltems and

Pending Updates \

> Evaluation of staffing and resource needs for 1T
FY2026-27 work plan o0 i

LA
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| W |

> Finalize cost of living adjustment (COLA) = o [
based on April Consumer Price Index (CPI) ———

» Update fund balances and reserve schedules

> Finalize grant schedules and assess federal
funding exposure

> Confirm indirect cost allocation rates by entity | ,l%
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FY 2026-27 Budget Calendar

April Budget Workshop

= Economic Outlook

22nd = Budget Assumptions

M ay Commission Meeting

27th FY 2026-27 Draft Operating and Capital Budgets
June Commission Meeting
24th FY 2026-27 Final Operating and Capital Budgets
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