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Five Year Financial Forecast

The General Fund Financial Forecast is attached for your information and review
prior to going to Council on January 21, 2015.

The Forecast assumes static conditions which results in no funds available for
pay raises or capital projects. Maintenance and operations included a 2.4%
increase based on the CPI.






General Fund Financial Forecast: Executive Summary

January 2015
PURPOSE OF THE FORECAST

The financial forecast takes a forward look at the City of
Oceanside’s General Fund revenues and expenditures. Its
purpose is to identify financial trends, shortfalls, and issues so
the City can proactively address them. It does so by projecting
out into the future the fiscal results of continuing the City’s
current service levels and policies, providing a snapshot of
what the future will look like as a result of the decisions made
in the recent past. It also recaps historical data to indicate the
financial status of the past.

If the results are positive, the balance remaining is available to
fund “new initiatives;” if negative, it shows the likely “budget

gap.”

The National Advisory Council on State and Local Budgeting
(NACSLB) has endorsed the forecasting of revenues and the
forecasting of expenditures in their Recommended Budget
Practices.

It is important to stress that this financial forecast is not a
budget, nor is it a proposed financial plan for achieving City or
Council objectives.

ECONOMIC OUTLOOK

The U.S. economy was and continues to be in the midst of the
slow but steady expansion that began six years ago when the
Great Recession came to an end. The State’s budget
situation has improved sharply predominantly due to the
economic recovery, prior budget cuts, temporary taxes
provided by Proposition 30 and returning property values.

Beacon Economics notes that California’s unemployment rate
continued to fall to levels that are beginning to resemble
“normal’”, reaching 7.4% in July 2014,

The University of San Diego (USD) Burnham-Moores Center
for Real Estate’s Index of Economic Indicators for San Diego
County rose 0.6 percent in October 2014, which was the fifth
consecutive gain for the USD Index. This signals continued
nominal growth in the local economy at least through the end
of 2015 positive growth, said Alan Gin, the USD economics
profession who compiles the data for the index.



SUMMARY

The City of Oceanside’s revenues have stabilized and are
projected to increase slightly over the next few years.
Property taxes have shown stability for the majority of
properties with increases from 1,043 new residential units,
home sales and recapturing of Prop 8 reductions. Oceanside’s
housing market is poised for recovery but the speed and
maghnitude of the recovery will depend on the overall economy.
The median sale price of a single family home in Oceanside
increased 11.11% from 2013 to September 2014. Sales
taxes continue with a modest upward trend, predominantly due
to economic recovery.

A budget surplus is projected for the next five years.

KEY POINTS

e The financial forecast does not address any future
adverse budget impacts from State or Federal actions.

e Assumptions used to forecast revenue and
expenditures are noted in a separate section of the
report.

e The financial forecast will be updated on an annual
basis to accommodate adjustments in economic
trends.



General Fund Financial Forecast: Summary of Major Assumptions

DEMOGRAPHIC TRENDS

Population — Oceanside’s 2014 population per the California
Department of Finance is 171,183.

Inflation — The City monitors the Consumer Price Index for All
Urban Consumers (CPI-U), semi-annual average for San
Diego, CA, as reported by the US Department of Labor. The
most recent data as of July 2014 reflects a CPI of 2.4 percent.

Consumer Confidence Index — This index is a barometer of
the health of the U.S. economy from the perspective of the
consumer. The index is based on consumers’ perceptions of
current business and employment conditions, as well as their
expectations for six months hence regarding business
conditions, employment, and income. The Consumer
Confidence Index as of November 2014 was 88.7 with 90+
signaling a stable consumer.

Unemployment Rate — The City of Oceanside unemployment
rate of 5.6 percent was slightly lower than the 5.8 percent San
Diego County as of October 2014.

REVENUES

Property Tax — Along with every other city in the state and
nation, Oceanside experienced a financial ripple effect from
the distressed housing market. HdL Coren & Cone, the City’s
property tax consultant, reports the median sale price of a

single-family home in Oceanside at $400,000 for January-
September 2014. The median sales price of single family
homes during this time period is tracking 11.11% or $40,000
higher than what was posted for calendar year 2013.

The City of Oceanside contracts with HdL Coren & Cone for
property tax management services. They have provided a
preliminary guide of the City’s property tax revenues for FY
2014-2015. The City experienced a net taxable value increase
of 6% for the 2014/15 tax roll, which was slightly more than the
increased experienced countywide at 5.8%. The assessed
value increase between 2013/14 and 2014/15 was $1.1 billion.

Projections based on historical data and projected tax base
growth are as follows: Year 1 increase of 4.27%. Year 2
increase of 2.50%. Years 3 to 5 increased by an average of
2.25%.

Sales & Use Tax —The City of Oceanside contracts with HDL
Companies for sales tax management services. Preliminary
estimates of the City’s sales tax revenues for Year 1 is 1.93%,
Year 2 a 1.83% increase, and a conservative 1.50% increase
each year thereafter. The conservative increase in sales tax is
consistent with the nominal growth of the economy and the
vacancy of retail space.



Transient Occupancy Tax (TOT) -The TOT or hotel tax
projection includes the Marriot Springhill (149 rooms) that
opened mid year FY 2013-14 and the remodel and rebranding
of two hotels (176 rooms) that is expected to be completed in
2015-16. There are additional hotels in the planning stage that
were not considered in the forecast as the completion dates
are unknown. Forecasts used were as follows: Year 1 increase
of 10%. Year 2 increase of 7.07%. Years 3 to 5 increase of
2.2%.

All Other Taxes: Forecast included review of trend analysis,
plus assumption of an increase in business licenses due to
business’ gross receipt increases.

Franchise Fees: Fees forecasted to remain flat. No
significant increase in past 2 years.

Building & Special Event Permits: A maijority of these
permits are development related, with the largest portion for
building permits. The forecast assumes these revenues will
increase from 2.27% to 2.87% over the next five years.

Fines & Forfeitures: The majority of these revenues
collected by the City are for parking citations, as well as other
traffic fines. Activity has remained consistent the over past
few years.

Interest & Rentals: Assumed an annual increase of 4.02%
for Year 1 and Years 2 to 5 less than 1% per year. The
increase in Year 1 is due to new rental agreements.

Intergovernmental: Forecasted to remain flat.

Ambulance Billing: Rates adjusted for CPl annually in July.
Assumed an annual increase of 1.7% per year.

Charges for Services: Assumed an increase of 1.11% per
year for years 3 and 4, with years 1,2 and 5 flat.

Admin and Internal Service Charges: Assume an increase
of 2.19% for year 1, 1.43% per year for years 2 to 4, with year
5 flat.

Transfers In — Enterprise Funds: Assume an increase of
2.58% for year 1, less than 1% per year for years 2 to 4, with
year 5 flat. Increase in Year 1 from Harbor and Solid Waste
funds.

EXPENDITURES

Personnel: Increases approved by Council during FY 2014-15
through December 31, 2014 have been included. The OPOA
MOU was approved by the members on January 15, 2015.
The OPOA increase of 1.5% in January 2016 and .5% salary
increase effective in July, 2016 and the increases to Police
Officers’ Standards of Training are included in this projection.
The projection includes an assumption of a MOU increase of
2.5% in July 2015 for OCEA and Unrepresented as well as
MOU increases of 1.5% in July 2016 for all bargaining units.
Other assumptions:

1. Step increases were forecasted.

2. PERS increases based on CalPERS provided actuarial

information.
3. Does not include additional compensation studies.
4. No vacancy factor included.



Maintenance & Operations — expenditures in this category
includes such items as professional & contractual services,
equipment maintenance & rental, memberships &
subscriptions, training, utilities and a variety of other costs for
departments funded by the General Fund. All maintenance
and operational costs have the 2.4% CPI index built in for
Years 1 through 5.

Capital Outlay — no capital outlay has been forecasted.

Debt Service - this reflects the General Fund portion of the
debt service payments on the 2013 (2003 Refunding)
Certificate of Participation (COP) for City Hall which continues
until the year 2023. The 2005 Pension Obligation Bond is
reflected in the Personnel Wages & Benefits category.

Internal Service Charges/Transfers — the City has five
internal service funds which provide services to the City as a
whole. Each department budgets a portion of their operating
budget to pay for these services which include risk
management, fleet management, information services, general
services and city building services. Collectively they are
known as “internal service charges.” Transfers to these
internal service funds are allocated based on usage formulas
as defined in various Administrative Directives, and
encompass costs for the materials, equipment and overhead
of providing these services.

Forecast assumes increases less than 1% for years 2 through
5.

AVAILABLE FUND BALANCE

In accordance with the Healthy City Reserve Fund Policy
#200-08, 12 percent of the General Fund operating
expenditures (or $15.5 million) is identified as a committed
fund balance. The General Fund Unassigned Fund Balance
available for future capital projects or other City
projects/services is $8.4 million as of June 30, 2014.



CITY OF OCEANSIDE

General Fund Financial Forecast

Fiscal Years 2015/16 -2019/20
(in millions)

[Adopted| Year 1 Yoar 2 Year 3 Yoar 4 Yoar §
Budget | Projection Projection Projection Projection Projection
FY14-15] FY15-16 FY16-17 FY17-18 FY18-19 FY19-20
RECURRING REVENUES
Property Taxes 50.16I 52.30 53.61 54.81 56.05 57.31
Sales & Use Taxes 21.28 21.69 22.09 22.42 22.75 23.10
Transient Occupancy Tax 4.50 4.95 5.30 5.42 5.54 5.66
All Other Taxes 3.47 3.70 3.79 3.79 3.79 3.79
Franchise Fees 411 4.12 412 412 4.12 412
Building & Special Events Permits 2.09 215 2.20 2.20 2.25 2.25
Fines & Forfeitures 4.19 3.68 3.68 3.68 3.68 3.68
Interest & Rentals 5.26 5.47 5.52 5.55 5.59 5.63
Intergovernmental 0.50 0.50 0.50 0.60 0.70 0.70
Ambulance Billing 3.45 349 3.54 3.60 3.66 3.80
Charges for Services 9.80 9.70 9.80 9.90 10.00 10.00
Admin and Internal Service Chgs 6.85 7.00 710 7.20 7.30 7.30
Transfers In - Enterprise funds 12.77, 13.10 13.20 13.30 13.40 13.40
TOTAL RECURRING REVENUES [~ 128.43] 131.84 134.43 136.58 138.82 140.72
Percentage (%) of Change 2.65% 1.96% 1.60% 1.64% 1.37%
RECURRING EXPENDITURES
Personnel
Compensation Cost 56.22 57.19 57.61 57.97 58.10
Overtime 474 4.85 4.95 5.07 5.18
Pensions 18.91 20.59 21.70 22.77 23.83
Health and Other Benefits 13.01 13.12 13.16 13.19 13.20
Vacancy Factor - - - - -
Personnel Cost Subtotal 92.89 95.76 97.42 99.00 100.30
Maintenance & Operations 16.33 16.73 17.13 17.54 17.97
Capital Outlay 0.12 - - - -
Debt Service 0.59 0.59 0.59 0.59 0.59 0.41
Internal Service Charges/Transfers 19.81 20.20 20.33 20.42 20.52 20.58
TOTAL RECURRING EXPENDITURES 125.81 130.13 133.40 135.56 137.65 139.26
RECURRING SURPLUS/SHORTFALL 2.62 1.71 1.03 1.02 1.17 1.46
PERS Reserve 1.00 - - - - -
Employee Wages 1.62 - - - - -
TOTAL EXPENDITURES 128.43| 130.13 133.40 135.56 137.65 139.26
Percentage (%) of Change 1.32% 2.52% 1.62% 1.54% 1.17%
SURPLUS 0.00 1.71 1.03 1.02 1.17 1.46
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GENERAL FUND FINANCIAL TREND
Fiscal Years 2007-2020
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Actuals | Actuals | Actuals | Actuals | Actuals | Actuals | Actuals | Adopted |Projected | Projected | Projected | Projected | Projected
FY07-08 | FY08-09 | FY09-10 [ FY10-11 | FY11-12 | FY12-13 | FY13-14 | FY14-15 | FY15-16 | FY16-17 | FY17-18 | FY18-19 | FY19-20
e REVENUE $117.4 | $116.8 | $116.7 | $112.3 | $114.7 | $119.0 | $127.7 | $128.4 | $131.8 | $134.4 | $136.6 | $138.8 | $140.7
e EXPENDITURE | $116.7 | $117.1 | $122.1 | $1139 | $111.5 | $116.3 | $124.6 | $128.4 | $130.1 | $133.4 | $135.6 | $137.6 | $139.3
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FY07-08 FY08-09 FY09-10 FY10-11  FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 FY18-19 FY19-20
Projected increases: 4.27% 2.50% 2.24% 2.26% 2.25%
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SALES & USE TAX TRENDS
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Projected increases: 1.93% 1.83% 1.50% 1.50% 1.50%
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TOT TRENDS
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FY07-08 FY08-09 FY09-10 FY10-11

Actuals  Actuals

Actual Adopted Projected Projected Projected Projected Projected
FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 FY18-19 FY19-20

Projected increases: 10% 7.07% 22% 22% 2.2%



