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Background 

• In early 2014 the Finance Committee assessed the City of Del 
Mar’s Debt Capacity. The Finance Committee worked with 
Staff to develop a long term forecast of Revenues, 
Expenditures and Capital Improvement projects to project 
available cash flows. 

• The Finance Department developed a set assumptions for the 
growth of revenues, expenditures and included annual costs 
from the ten year Capital Improvement Plan.  

• In April 2014 the Finance Committee reported to City Council. 



2014 Debt Capacity Recommendation 

• The City should make long term borrowing decisions based 
upon projected free cash flow using the long range Forecast. 

• Debt should be limited so that no more than 50% of projected 
net cash flows would be committed to Debt Service. 

• The City should adopt a metric of Debt service to Net Cash 
Flow of 1 to 1.  

 

 



Recommended Structure of City Hall Financing 

• Staff developed several financing options for consideration: 
– Municipal Lease Revenue Bond 

– I Bank Lease financing 

• The Finance Committee and Staff concluded that the I Bank was the 
most cost effective and flexible alternative.  

• The I bank Lease is secured by City Assets during the construction 
period and upon completion the City Hall and Town Hall buildings 
become the Leased Assets for the life of the Lease.  

• The annual cost and gross cost of financing alternatives were 
reviewed for periods of 20, 25 and 30 years and given the low rate 
environment it was recommended that a term of 30 years be used. 

• Rates were quoted in the range of 3.24% for 30 years plus a .3% 
annual fee. 



 Recommended Amount of City Hall Financing 

• The updated Forecast as of December 2015 indicates that the maximum 
annual Debt Service could be $1.2 million using the metric of Debt Service 
to Cash flow of 1 to 1.  

 
• Based upon our analysis of alternatives and the latest Forecast, the 

Finance Committee unanimously recommends the following parameters 
for the City Hall project financing: 
– City Hall Project Cost $18 million 
– Cash Down Payment $2 million 
– Maximum Financing $16 million 
– 30 year financing term 
– Maximum Annual Debt Service $892,000 (using a rate of 3.24% plus a .3% annual 

fee)  
 

Debt Service falls well within the Debt Capacity limits and uses available cash 
to limit the total amount borrowed. 



City Hall financing – 10 year Sensitivity Analysis 

• The base case scenario Assumptions: Property taxes and TOT will grow at 
4% and 6% respectively  

• The Debt Service on maximum financing of $16 million over 30 years at 
3.24% plus annual fees equals $889,000 per year for a total of $8.9 million 
over the 10-year test period  

•  Net Cash flow (Revenues less all Expenditures, Transfer costs, the latest 
CIP Plan and the above Debt Service) amounts to $14.8 million over the 
10-year period.  

• The sensitivity analysis measures the impact of the various revenue 
reductions and expense increases on the 10 year net cash flow as follows: 

– Property tax growth declines by 1% or 2% 

– TOT growth declines by 1% or 2%  

– Expenses (including Transfers) grow by 5% (except Salaries which were 
held to the original 3.5%) 

 



Sensitivity Analysis 

($ millions) Property 
Tax 

TOT 10 year 
Impact on Cash 

Flow 

10 year Cash 
Flow 

Debt 
Service to 
Cash flow 

ratio 

Base Case 
Growth 

4% 6% $14.8 .6 to 1.0 

1% 
reduction 
in growth 
of PPT & 

TOT 

3% 5% $6.5 $8.3 1.07 to 1.0 

2% 
reduction 
in growth 
of PPT & 

TOT 

2% 4% $10.8 $4.0 2.23 to 1.0 

5% 
increase in 
growth of 

costs 

$3.0 $11.8 .75 to 1.0 



Conclusion 

• Although Forecasts are subject to the risk that the projections 
may not be realized, the base assumptions are conservative 
and the sensitivities show acceptable risk. 

• The projected net cash flow creates a sufficient hedge against 
unforeseen reductions in revenues or increases in costs.  

• The Finance Committee feels confident that the 
recommendation to borrow up to $16 million is reasonable 
and prudent.   

• Any additional funding requirements should be paid with cash 
reserves. 

 
 

 

 

 



Appendix 



Year    ($,000) Prop Tax Sales Tax TOT Total Taxes Tot GF Rev 

2014 / 15 4,961 1,998 2,444 9,403 14,132 

2013 / 14 4,778 1,701 2,102 8,581 12,609 

2012 / 13 4,485 1,675 1,939 8,099 11,940 

2011 / 12 4,235 1,628 1,805 7,669 11,553 

2010 / 11 4,146 1,551 1,705 7,402 11,197 

2009 / 10 4,030 1,368 1,505 6,903 10,341 

2008 / 09 3,857 1,362 1,418 6,647 10,023 

2007 / 08 3,553 1,409 1,247 6,209 10,049 

2006 / 07 3,362                1,666 1,682 6,710 10,770 

2005 / 06 3,021 1,602 1,565 6,188 10,335 

2004 / 05 2,641 1,496 1,489 5,626 9,443 

CAGR  5 year 4.24% 7.87% 10.18% 6.37% 6.45% 

CAGR  10 year 6.50% 2.94% 5.08% 5.27% 4.11% 

City of Del Mar 10 Year Historical Revenues – General Fund Only 



Base Case Ten year Cash Flow Model 



City Hall Cost $18 million $18 million $18 million

Cash Down $0M $2M $4M

Gross Cost over Term of Lease (millions)*

30 years with Capitalized interest 30.8$                         29.3$                        27.9$                  

30 years - no capitalized interest 29.4$                         28.1$                        26.8$                  

25 years - no capitalized interest 27.4$                         26.3$                        25.2$                  

20 years - no capitalized interest 25.4$                         24.5$                        23.7$                  

  *Cost includes cash down payment

Annual Debt Service (including fees) (000s)

30 years with Capitalized interest 1,123$                       997$                         872$                   

30 years - no capitalized interest 1,002$                       890$                         778$                   

25 years - no capitalized interest 1,117$                       992$                         867$                   

20 years - no capitalized interest 1,293$                       1,148$                      1,003$               

Year of maximum debt service reported

City Hall/Town Hall Financing Cost Comparison 


