
OVERVIEW OF 
TRANSNET REVENUE ESTIMATING PROCEDURE 

 
Objective 
The purpose of this memo is to explain the forecasting procedure used to estimate TransNet 
revenues from a proposed ballot measure. A similar forecasting procedure has been used in each 
of the two preceding ballot measures (1987 and 2004). 
 
Methodology  
SANDAG uses two models to forecast the annual sales tax revenue expected to be collected 
over the life of the ballot measure. First, SANDAG uses a short-term forecasting model for the 
first three years of the forecast. The methodology SANDAG uses comes from the California State 
Board of Equalization’s “advance payment procedure”. The State Board of Equalization (BOE) is 
responsible for collecting and allocating revenue from taxable sales.  
 
Second, SANDAG uses a long-term forecasting model for the remainder of the forecast horizon. 
The long-term model, Demographic and Economic Forecasting Model (DEFM), is a simultaneous, 
nonlinear econometric model designed to forecast population and economic variables for the San 
Diego region from a set of basic assumptions. In general, the model is a synthesis of two widely 
used techniques.  On the demographic side, the cohort-survival methodology is used.  This 
method considers such factors as birth rates, death rates, and the age, sex and ethnic distribution 
of the resident population to arrive at forecasts of demographic variables.  On the economic side, 
time-series/regression methods are used to estimate economic relationships. The resulting 
econometric equations provide forecasts of employment, income, and other economic variables 
based primarily on a set of national projections and local inter-industry relationships.  
 
The model based on the BOE advanced payment procedure provides a forecast of sales tax 
revenue SANDAG expects to receive. The DEFM model provides a 30 year annual forecast of 
total taxable sales in the San Diego region from which TransNet revenue are estimated using the 
following three steps.  
 
Step 1: Extend the DEFM forecast horizon to match the TransNet measure. DEFM is a 30 year 
forecasting model and TransNet measures may extend beyond the forecast horizon. To extend 
the DEFM forecast the average annual growth rate of the last three forecast years for population, 
per-capita total taxable sales and the consumer price index are used to project real total taxable 
sales (adjusted for inflation) through the end of the TransNet measure. Briefly, the average 
annual growth rates are applied to population, per capita taxable sales, and the consumer price 
index to extend these variables to the end of the TransNet program; population and per capita 
taxable sales are multiplied times each other and divided by the CPI (adjusted to the selected 
base year) to arrive at a forecast of real total taxable sales beyond the DEFM forecast time 
horizon.   
 
Step 2: Calculate annual gross TransNet revenue from total taxable sales. Gross TransNet 
Revenue is calculated by multiplying total taxable sales by the TransNet tax rate of 0.05 (1/2 
percent). Proposition A legislates that SANDAG will receive 0.5% of the region’s total taxable 
sales collected as TransNet. Depending on the start and end date of the sales tax measure it may 
be necessary to adjust the first and last year revenue amounts to reflect the proportion of the 
fiscal year when the ballot measure becomes active and when it ends.  
 
Step 3: Remove BOE annual administrative cost. State BOE administrative costs are 1.3% of 
gross TransNet revenue collected and are removed to provide a forecast of net TransNet revenue 
received by SANDAG. The BOE administrative costs are governed by state legislation. 


