
                                                                                       COMMITTEE TRANSMITTAL 

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

 
November 9, 2015 

To: Members of the Board of Directors 

From: Laurena Weinert, Clerk of the Board 

Subject: Measure M2 Sales Tax Forecast 

Finance and Administration Committee Meeting of October 28, 2015 

Present: Directors Hennessey, Jones, Murray, Shaw, Spitzer, Steel, and 
Ury 

Absent: Director Miller 

Committee Vote 

Following the discussion on this item, no action was taken on this receive and 
file information item. 

Staff Recommendation 

Receive and file as an information item. 
 
Committee Discussion 
 
At the October 28, 2015, Finance and Administration Committee meeting, the 
Committee directed staff to review the performance of the three universities 
as well as potential providers of economic forecasts on a 1-year, 3-year, and 
5-year basis.   
 
Staff will return to the Finance and Administration Committee once the review 
has been completed, in order to recommend how sales tax should be 
forecasted in the future. 
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Orange County Transportation Authority 
550 South Main Street / P.O. Box 14184 / Orange / California  92863-1584 / (714) 560-OCTA (6282) 

October 28, 2015 
 
 
To: Finance and Administration Committee 
 
From: Darrell Johnson, Chief Executive Officer 
 
Subject: Measure M2 Sales Tax Forecast 
 
 
Overview 
 
The Orange County Transportation Authority contracts with three universities to 
provide a long-range forecast of taxable sales to project Measure M revenues.  
All three universities have recently updated their forecasts, and staff has 
incorporated this new information to develop a current 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 forecasts from three universities; Chapman University, University of 
California, Los Angeles, and California State University, Fullerton.  Since that 
time, all three universities have provided annual updates to their forecasts  
each spring.  In addition, OCTA has received final sales tax receipts for fiscal 
year (FY) 2014-15.   
 
Discussion 
 
All three universities have provided OCTA updated long-term forecasts through 
FY 2040-41.  The blended growth rate for FY 2015-16 is projected to be  
6.72 percent.  As part of the budget process this year, the Board approved a 
more conservative growth rate of 5.68 percent for FY 2015-16.  This growth rate 
was based on Chapman University’s forecast, which was the most conservative 
growth rate of the three universities.   
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After establishing the FY 2015-16 growth rate, staff has utilized the  
blended growth rates from the universities for the remaining years in the 
Measure M2 (M2) period (FY 2016-17 through FY 2040-41).  Utilizing this 
methodology yields total nominal M2 sales tax revenues of $15.6 billion 
(Attachment A). 
 
Due to sales tax receipts coming in significantly below the three university 
forecasted growth rates over the past two fiscal years, the Board has directed 
staff to examine potential changes to the sales tax forecast methodology as part 
of the FY 2016-17 budget development process. Staff has begun the process of 
examining potential changes which include, taking a more conservative 
approach to the three university forecast and/or adjusting which entities provide 
the forecasts.  Staff anticipates that any change in forecast methodology will be 
brought to the Board during the development of the FY 2016-17 budget. 
 
Summary 
 
OCTA has received updated sales tax forecasts from all three universities.  The 
blended forecast projects that total nominal M2 sales tax revenues over the  
30-year period of M2 is approximately $15.6 billion.   The forecasted program 
revenue is consistent with forecasts received over the past few years that have 
ranged from $15.5 to $15.7 billion, therefore no adjustments to programs are 
anticipated based on the updated forecast.  In addition, staff has begun the 
process of examining potential changes to the sales tax forecast methodology 
and anticipate that any change will be brought to the Board during the 
development of the FY 2016-17 budget.  
 
Attachment 
 
A. Orange County Transportation Authority M2 Sales Tax Revenue Forecast 
 
 
 
Prepared by: 

 

 Approved by: 

 
Sean Murdock  Andrew Oftelie 
Director,  
Finance and Administration 
714-560-5685 

 Executive Director,  
Finance and Administration 
714-560-5649 
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Background

 Chapman University Forecast

 Since inception of Measure M (M1) in 1991

 Three University Forecast

 Since development of Measure M2 (M2)

 Average of three forecasts

 Chapman University

 UCLA – Anderson Forecast

 California State University, Fullerton

 Sales tax for M2 Program forecasted to be $15.6 

billion based on updated forecasts 



3

Historical Measure M Sales Tax 

Revenues

* FY 2010-11 represents a combination of Measure M1 (three quarters of the year) and Measure M2 (one  quarter of the year) sales tax revenues
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Long Term Growth Rate Forecasts
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Fiscal Year

Chapman University UCLA California State University, Fullerton

Average Average Average Average Sales Tax 
1-Year Rate 3-Year Rate 5-Year Rate 10-Year Rate Long Term Rate Forecast *

FY 2016 FY 2016-2018 FY 2016-2020 FY 2016-2025 FY 2016-2041 ($ Billions)

Chapman University 5.68% 5.66% 5.40% 4.95% 4.53% 15.8$       
UCLA 6.51% 4.94% 4.81% 4.49% 4.35% 15.1$       
California State University, Fullerton 7.98% 7.15% 6.37% 5.37% 4.68% 16.4$       



5

Annual Sales Tax Revenue Forecast 

By University
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Discussion of Options Going Forward

 Continue with the Three University Forecast as-is

 Take a more conservative approach to the Three 

University Forecast

 Use 90% - 95% of the blended rate

 Use the most conservative forecast

 Adjust the entities that provide the forecasts 

 Other options include:

 California Economic Forecast

 Beacon Economics

 California Lutheran University

 California State University, Long Beach



7

Sales Tax Revenue Forecasts Based 

on More Conservative Options

95% of Three University Rate Average Average Average Average Sales Tax 
1-Year Rate 3-Year Rate 5-Year Rate 10-Year Rate Long Term Rate Forecast *

FY 2016 FY 2016-2018 FY 2016-2020 FY 2016-2025 FY 2016-2041 ($ Billions)

Chapman University 5.40% 5.38% 5.13% 4.70% 4.30% 15.3$       
UCLA 6.18% 4.69% 4.57% 4.26% 4.13% 14.7$       
California State University, Fullerton 7.58% 6.79% 6.05% 5.10% 4.45% 15.8$       

100% of Three University Rate Average Average Average Average Sales Tax 
1-Year Rate 3-Year Rate 5-Year Rate 10-Year Rate Long Term Rate Forecast *

FY 2016 FY 2016-2018 FY 2016-2020 FY 2016-2025 FY 2016-2041 ($ Billions)

Chapman University 5.68% 5.66% 5.40% 4.95% 4.53% 15.8$       
UCLA 6.51% 4.94% 4.81% 4.49% 4.35% 15.1$       
California State University, Fullerton 7.98% 7.15% 6.37% 5.37% 4.68% 16.4$       

90% of Three University Rate Average Average Average Average Sales Tax 
1-Year Rate 3-Year Rate 5-Year Rate 10-Year Rate Long Term Rate Forecast *

FY 2016 FY 2016-2018 FY 2016-2020 FY 2016-2025 FY 2016-2041 ($ Billions)

Chapman University 5.11% 5.10% 4.86% 4.45% 4.07% 14.8$       
UCLA 5.86% 4.44% 4.33% 4.04% 3.91% 14.3$       
California State University, Fullerton 7.18% 6.43% 5.73% 4.84% 4.21% 15.3$       

* Based on actuals through FY 2014-15 and forecast rates thereafter
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Long Term Growth Rate Forecasts
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Annual Sales Tax Revenue Forecast 

By University
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Sales Tax Revenue Forecasts Based 

on More Conservative Options
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Long Term Growth Rate Forecasts
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