OCTA

COMMITTEE TRANSMITTAL

November 14, 2016

To: Members of the Board of Directors

5; | g

KL
From: Laurena Weinert, Clerk of the Board
Subject: Measure M2 Sales Tax Forecast

Finance and Administration Committee Meeting of November 9, 2016

Present: Directors Hennessey, Jones, Katapodis, Miller, Pulido, Spitzer,
and Steel
Absent: Director Do

Committee Vote

This item was passed by the Members present.

Committee Recommendation

Receive and file as an information item.

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



OCTA

ORANGE COUNTY TRANSPORTATION AUTHORITY

Measure M2 Sales Tax Forecast

Staff Report



OCTA

' 4 /’,r 2
November 9, 2016 /, {
A
To: Finance and Administration Committee
From: Darrell Johnson, é;hjef Executive Officer
Subject: Measure M2 Sales Tax Forecast
Overview

The Orange County Transportation Authority contracts with MuniServices, LLC
and three universities to forecast Measure M2 taxable sales. MuniServices, LLC
and the three universities have provided updated forecasts, and staff has
incorporated the new information into the annual update for the long-range
forecast of Measure M2 taxable sales.

Recommendation
Receive and file as an information item.
Background

In 2005, the Orange County Transportation Authority (OCTA) Board of
Directors (Board) directed staff to forecast taxable sales in Orange County by
averaging forecasted growth rates from three universities; Chapman University,
University of California, Los Angeles, and California State University, Fullerton.
On March 28, 2016, the Board directed staff to modify the forecasting
methodology to utilize forecasted taxable sales growth rates from
MuniServices, LLC (MuniServices) for the first five years of the forecast period,
and an average of the three universities for the remaining years. In addition,
OCTA has received final sales tax receipts for fiscal year (FY) 2016.

Discussion

OCTA has received updated taxable sales forecasts from MuniServices and the
three universities. The MuniServices forecast includes five fiscal years from
FY 2017 through FY 2021. The average annual taxable sales growth rate over
that period based on MuniServices forecast is 3.6 percent. The three university
average annual growth rate for the remaining years (FY 2022 through FY 2041)
is 4.1 percent. The average annual growth rate over the entire forecast period
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is 4 percent. Based on the updated taxable sales forecasts it is anticipated that
total taxable sales available to support the Measure M2 (M2) Program will be
14.2 billion over the 30-year period.

The forecasted amount of sales tax of $14.2 billion represents a
$1.4 billion (9 percent) decrease in forecasted taxable sales when compared to
the FY 2015 forecast. The decrease is based on a combination of factors
including, implementation of the new sales tax forecasting methodology, less
than forecasted sales tax receipts in FY 2016, and reductions in the average
long-term growth rates from the three university forecasts. Staff has
incorporated the impacts of the decrease in revenue into the M2020 Update and
Next 10 Plan, scheduled for Board presentation in November.

Summary

OCTA has received updated taxable sales forecasts from MuniServices and the
three universities. Based on the implementation of the new sales tax forecasting
methodology, less than forecasted sales tax receipts in FY 2016, and lower
long-term average growth rates from the three university forecasts, it is
anticipated that total taxable sales available for the M2 Program will be
14.2 billion. This represents a year-over-year decrease of $1.4 billion (9 percent)
in forecasted taxable sales when compared to last year’'s forecast. Staff has
incorporated the impacts of the decrease in revenue into the M2020 Update and
Next 10 Plan, scheduled for Board presentation in November.

Attachment
A. Orange County Transportation Authority M2 Sales Tax Revenue Forecast
- 2016
Prepared by: Approved by:
- ,,.--,.-.'é-""'.I"H:p-“"hwr fﬂi ) p 5
Sean Murdock Andrew Oftelie
Director, Executive Director,
Finance and Administration Finance and Administration
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