








































































































































































































































































































































































































































 

 
Reviewed By:             

 Town Manager Town Attorney Admin Services Dept Head 
  

 Department Report  Ordinance Action  Resolution Action x Public Hearing 

 Consent x Minute Action  Receive and File  Study Session 

 

 
TOWN COUNCIL STAFF REPORT 

  
To: Honorable Mayor & Town Council 
From: Mark Nuaimi, Town Manager 
Date: July 18, 2012 
For Council Meeting: July 24, 2012 
  
Subject: Community Outreach Update; Local Revenue Alternatives Discussion 
 
Prior Council Review:  The Town Council approved implementation of a Public Education 
Outreach Program at its meeting of January 17, 2012. 
 
Recommendation:  It is recommended that Town Council: 

 Receive update from the outreach activity conducted by the Town concerning 
community priorities; and 

 Provide direction on potential local revenue measure alternative(s) 
 
Order of Procedure:  

Request Staff Report  
 Conduct Public Hearing  
 Council Discussion / Questions of Staff 
 Motion/Second 
 Discussion on Motion 
 Roll Call Vote 
 
Discussion:   
Since the strategic planning workshop of January 7, 2011, the Town has been working with 
the Hi-Desert Water District (HDWD) to identify potential funding strategies to help finance 
the centralized wastewater treatment system which has been legally mandated by the State 
Water Board.  Additionally, Town staff examined a series of approaches to protecting and 
addressing the essential public safety, community, and street repair/maintenance services 
that the Town delivers.  Out of this process, the Town Council approved initiating a Public 
Education / Outreach program to inform the community of the challenges facing the Town 
and seek their input into priorities and suggestions for delivering these priorities to the 
community.   

204



Local government agencies are permitted to conduct Public Education / Outreach programs 
in order to provide information concerning the community.  For the past several months, the 
Town has conducted an Outreach effort that included: 

• Presentations to community groups 

• Informational or interactive  Mailings 

• Objective, statistically valid community telephone survey  (conducted July 15-17) 
 
Community Presentations:  Town staff attended 18 community presentations delivering the 
“Community Update:  Maintain Local Control of Our Local Funds” Powerpoint to 
approximately 350 attendees.  These included presentations summarized below: 
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Direct Mail:   
The Outreach effort included 
production and distribution of 
two informational mailers to 
over 5000 households each.  
The first mailer (“”Community 
Update”) included a tear-off 
survey card designed to be 
interactive, to receive 
community input and 
perspectives.  The same survey 
was also available on-line at the 
Town’s website.  To date, 448 
responses have been received, 
highlighting the priorities of the 
community.  These results are 
shown below. 
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Community Telephone Surveys:  Prior to launching the Outreach effort, the Town 
completed an objective, statistically valid survey of 305 respondents as part of the General 
Plan outreach activity.  While that community survey was primarily focused on land use 
policies, a series of questions were included to identify resident priorities and their potential 
interest in funding those priorities with a local revenue measure.  The survey results 
indicated a potential base of support for a one cent general revenue measure among likely 
November 2012 voters: 

― After hearing only a summary of such a measure, 53% of those surveyed 
indicated support. 

― Support increased to 62% after respondents  heard additional information, 
including potential Town services and facilities to be funded; 

 
The December 2011 survey identified the following top three priorities of respondents: 

• Maintaining and repairing existing neighborhood streets and alleys. 

• Increasing public safety resources, including more drug enforcement.  

• Lowering the costs for the mandated sewer system and providing financing 
alternatives for residents and businesses 

 
The Outreach effort also included an abbreviated telephone survey of 255 respondents.  
Those respondents were asked their opinion of the state’s tax proposal and then asked 
about a hypothetical local revenue measure.  The preliminary results of that survey 
demonstrate consistent support for a local revenue measure: 

― After hearing a summary of a one percent general sales tax measure, fully 59 % of 
those surveyed indicated support, an increase of six percent since the 
December 2011 survey.  

― Support increased to 60% after respondents heard additional information on the 
measure, including potential Town services and facilities to be funded 
 

Community Priorities – What We Heard 

• Throughout this outreach effort, the community response was consistent – infrastructure 
maintenance, maintaining local property values, and financing the sewer project were 
consistently the highest-ranked priorities.   

• During the outreach presentations, there was considerable frustration expressed 
concerning the state efforts to divert local funding from the Town to state coffers.   

• There was also a strong sense of urgency that the regional wastewater treatment facility 
must be done, as this has been legally mandated.  The Town has no choice but to 
comply.   

• Many expressed support for the Town to pursue a local revenue measure – some 
specifically mentioned a sales tax as being the best approach to meeting the needs of 
this community.   
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• Understandably, a number of responses also suggested that the sewer project is a state 
mandate and should be funded by the state.  While staff doesn’t disagree with this 
sentiment, unfortunately by law the Town has no choice but to comply. 

Revenue Measure Alternatives 
In order to provide a thorough analysis of potential revenue measure alternatives, it is 
necessary to understand the unfunded activities that require the additional revenue.  Since 
January 2011, Town staff has been emphasizing that additional resources are required for 
the following: 

• Deferred road maintenance ($14-$15 million) 

• Flood Control Improvements ($20 million) 

• Regional Wastewater Treatment System ($125 million) 

• Park Improvements ($5 million) 

• Park Maintenance Increases ($300k) 

• Public Safety Cost Increases ($200k compounding annually) 

• Road expansion projects ($20 million) 

• Public Facilities ($3-$5 million) 
Many of these needs are on-going, long-term funding obligations.  For example, the 
Regional Wastewater Treatment System will likely be financed over a 20 – 30 year period.  
Road maintenance and public safety costs are both one-time and recurring expenditures.  
Therefore, Town staff has evaluated a number of long-term revenue measures to address 
these needs: 

Revenue 
Type 

Rate of 
Application 

Annual 
Revenue 
Potential 

Who Pays? Other Information 

Utility Tax 5% on all utilities $1.5 million 

All businesses 
and residential 
utility 
customers 

Exemptions common;  
Amount increases with 
growth / inflation 

Sales Tax 
1% (one cent) on 
all taxable retail 
transactions 

$3.0 million + 
Anyone 
shopping in  
Yucca Valley 

50% of revenue 
derived from visitors to 
the community.  Sales 
tax is not applied to 
food purchased as 
groceries, or 
prescription 
medication. 

Hotel Tax Increase TOT from 
7% to 10% $150k 

Anyone staying 
in a local hotel / 
motel 
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Revenue 
Type 

Rate of 
Application 

Annual 
Revenue 
Potential 

Who Pays? Other Information 

Development 
Impact Fees $$ / sq-ft Varies New 

Development 

Unpredictable Source; 
Tied to specific 
improvements 

Transfer Tax % of property value 
sold Varies 

Anyone 
transferring 
property 

Requires Charter City 
in order to implement; 
subject to market value 
fluctuations 

Community 
Facilities 
District 

Annual 
assessment / land 
use type 

Varies 
Property 
Owners in the 
District 

Requires Prop 218 
approval from property 
owners 

Within the past year, the Town Council increased the Development Impact Fees applied to 
new development.  In the current fiscal year, this is projected to generate approximately $1 
million.  These funds are restricted, however, to deliver specific projects included in the 
impact fee program.  They are unable to be used to address General Fund services like 
public safety, park & facility maintenance, and deferred road maintenance. 
Given the funding needs and potential sources, Town staff recommends a Sales Tax 
revenue measure for the following reasons: 

• Sales tax has historically provided a stable source of revenue and is a mechanism 
that has enjoyed strong support in other California communities attempting to 
address their budget challenges; 

• Half of the funds collected from sales taxes come from outside visitors to the 
community; 

• Sales taxes don’t apply to food or prescription expenses – low income seniors’ 
expenditures in those area are insulated from this form of revenue measure; 

• Sales tax revenue grows with inflation AND with population growth of the region; 

• Funds from a  locally-enacted revenue measure are protected from State take-
aways under current law; 

• Utility taxes frequently face greater opposition from the business community and 
utility providers making such a measure more difficult to pass; 

• Utility taxes are fully paid by local residents and businesses and don’t provide direct 
contributions from the visitors to the community; 

• Hotel taxes don’t generate a sufficient amount of revenues to meet the needs; 
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Proposed Sales Tax Measure 
In 2011, a study was conducted to evaluate the 
revenue generation potential of an increase in 
sales tax.  The study was conducted by Dr. 
John Husing and evaluated a 0.5% and 1% 
increase in the sales tax for either a 15 year or 
30 year period.  The “constant dollar” and 
“inflation adjusted” revenue potential for each 
rate & method is shown in the table to the right: 
 
Given the long-term financing needs for the wastewater treatment project, Town staff is 
recommending a 30 year revenue measure.  The Town and HDWD have discussed a 
transaction that would allow proceeds from the new revenue measure to support financing 
for the sewer project beginning in 2017.  That will provide 4 years of revenues prior to 2017 
for use to address the other community priorities.  The revenue forecast for a 30 year 
measure is shown below: 
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General v. Special Tax 
As staff evaluated the needs for revenues, it became apparent that the Town’s needs went 
well beyond one or two specific items.  From infrastructure maintenance, to public safety, to 
community services, and wastewater financing, there are multiple needs that may change 
over the life of this measure as the priorities of the community evolve.  Therefore, staff is 
recommending that a General Tax be proposed for the community’s consideration. 
There are some initial concerns that the state revolving loan program may not consider a 
General Tax measure to be “secured” collateral when Hi-Desert Water District applies for 
financing with the state.  However, this does not, prevent the Town and District from 
entering into a separate financial arrangement whereby Town proceeds can still be 
committed on an annual basis to bring down the financing costs of the sewer project 
to the taxpayers in this community.  Staff would recommend that the Town and HDWD 
continue working towards this financial arrangement and have it negotiated prior to the vote 
on this General Tax occurring. 
 
Election Timing 
In order to implement a new revenue measure, a ballot item must be placed before the 
voters.  Since this is proposed as a General Tax, it needs to be scheduled during a regular 
municipal election.  The next regular municipal election occurs this November 6th, 2012.  
The Town Council has until August 10th, 2012 to place potential ballot measures on the 
November election.  If Council opts to move forward with a revenue measure, Town staff 
will prepare the required Resolution and ballot proposal for the August 7th Town Council 
meeting.  Placement of a general revenue measure requires a 2/3rd approval of the Town 
Council to move it forward and a simple majority vote of the electorate to have it pass. 
 
Alternatives:  None recommended.  
 
Fiscal impact:   Based upon the recommended action, there will be expenses associated 
with adding the measure to the November ballot.  The County Registrar of Voters estimates 
direct election costs of approximately $15,000.  Town staff would also recommend 
additional Community Outreach activity as allowed by law.  Town staff will bring the 
required budget amendments at the next Council meeting. 
 
Attachments:  None 
 

211






















































































































































