
 

TOWN COUNCIL STAFF REPORT 
 

To: Honorable Mayor & Town Council 

From: Mark Nuaimi, Town Manager 

Date: February 11, 2013 

For Council Meeting: February 19, 2013 

  

Subject: COMPREHENSIVE ROAD MAINTENANCE FINANCING STRATEGY 

 

Prior Review:  Goal Setting Workshop (January 12, 2013) –  
Infrastructure Cliff Discussion; 

 

Recommendation:  Review & Comment on Draft Comprehensive Road Maintenance 
Financing Strategy 
 

Order of Procedure:  
Request Staff Report  

 Request Public Comment  
 Council Discussion/Questions of Staff 
 Motion/Second 
 Discussion on Motion 

Roll Call Vote  

 

Background:  At its annual Goal Setting Workshop (January 12, 2013), Council received 
an overview presentation concerning the long-term fiscal impacts of not adequately funding 
deferred road maintenance.  This “infrastructure cliff” highlighted for the Town Council and 
community the need to address the current infrastructure deficit (estimated at $15 million) 
or see it grow to over $35 million over the next ten years. 

Discussion:  The Town of Yucca Valley is currently responsible for providing road 
maintenance to over 24 million square feet of improved roads throughout the community.  
Since incorporation, the Town has been unable to provide a sustainable financial plan for 
providing for the long-term maintenance of this asset.  Prior to and since the Goal Setting 
Workshop, Town staff has been evaluating alternatives to bring forward what would be a 
sustainable approach to maintaining local road infrastructure. 

By way of background, road maintenance has routinely been identified as a key concern to 
residents throughout the community.  Given that many of the local roads also serve as 
drainage facilities, the lack of maintenance is further exacerbated by the impacts of water 
and debris during storm incidents. 
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Road quality was evaluated based upon a survey of roads throughout the community and 
the data was entered into the Town’s Pavement Management System (PMS).  The PMS 
tracks the road conditions, the type of treatment required, and the amount of roadway (sq-
ft) in each category.  The PMS then incorporates on-going road maintenance and adjusts 
the quality of the roads for normal “wear & tear” aging.  All the road quality data is 
characterized by a Pavement Conditions Index (PCI). 

There are five primary road classifications based upon the PCI levels: 

 Reconstruct (PCI < 55) 

 Overlay (55 < PCI < 70) 

 Cape Seal (70 < PCI < 85) 

 Slurry Seal (85 < PCI < 96) 

 No Action (PCI > 96) 

The following chart shows the typical degradation over time from one level of road quality 
to the next.  With each level of degradation, the cost to repair the roads increases 
exponentially – from $0.20/sq-ft for Slurry Seal to $8.00/sq-ft for Reconstruction.  It goes 
without saying that it is far more cost effective to keep roads in the Slurry or Cape Seal 
condition versus attempting to return roads to those conditions. 
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Current Road Conditions – The Town has a significant level of road maintenance 
requirements.  The following table summarizes the road inventory per type of improvement 
required and the total costs associated with those improvements. 

 

In order to develop a comprehensive approach to providing long-term maintenance, staff 
determined that a variety of funding strategies will likely be required both near-term (one-
time corrective repairs of Overlay & Reconstruct) and over the long haul (for continued 
preventative maintenance).   

Factors Affecting Strategy – A number of factors drive the development of a 
comprehensive road maintenance financial strategy.  They include the following: 

 Sewer Development – The delivery of a regional wastewater treatment system will 
have a considerable impact on roads throughout a sizeable portion of the 
community.  As the Town Council has previously discussed, it is most cost effective 
to make necessary road improvements as the sewer project is delivered.  The key 
policy question for council consideration is what resources should be dedicated to 
delivery of these road improvements affected by the sewer project; 

 Measure I Bonding – Town Council was presented with a concept of bonding 
against a portion of the current Measure I revenues (estimated at $650,000 
annually) in order to deliver one-time improvements.  The key policy question for the 
council is how much of the current Measure I revenue should be committed to 
bonding and where should those proceeds be used; 

 Unspent Redevelopment Bonds – The former Redevelopment Agency has over $5 
million in unspent bonds.  Staff expects to receive approval from the State 
Department of Finance to begin expending those bond proceeds beginning 2014.  
However, there are a number of competing potential uses for RDA bonds.  Further, 
RDA bond expenditures must be made within the boundaries of the former RDA or 
demonstrate a benefit to those areas through their investment;  

 Desired Level of Maintenance – Council was presented with the “infrastructure cliff” 
facing the road network and were posed with a simple and yet complex question:  
“Is it acceptable to allow 15% of the road network to decay into a “Reconstruct” 
condition?”  The consensus response was that the Town should seek strategies to 
avoid such decay.  The policy question for the council becomes whether a 
commitment of General Fund resources or a new revenue resource should be 
established and committed to on-going road maintenance; 
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One Bite At A Time -- The question goes “How Do You Eat An Elephant?”  The response 
seems pretty straightforward – “One Bite At A Time”.  The same approach is helpful when 
attempting to tackle a $15 million road maintenance backlog.  The community is going to 
need a strong “appetite” to address the problem (through long-term revenue measures) 
and it will take patience as a series of implementation strategies are deployed.  The 
challenge also needs to be broken down into bite-size issues.  For purposes of this 
strategy, the roads are broken down into the following categories: 

 Phase 1 Roads Affected By Sewer 

 Phase 1 Roads Unaffected By Sewer 

 Phase 2 Roads 

 Phase 3 Roads 

 Outside Sewer Phase Roads 

For purposes of developing a Financial Strategy, a number of assumptions have to be 
made.  As Council will recognize, these are not simple assumptions.  While there can be 
tweaks here and there to the strategy, these basic underlying assumptions are required to 
bring forth a comprehensive solution: 

A. ½% Sales Tax Passed to Assist Sewer – Since the development of Measure U, it 
has become widely accepted that establishing a long-term sales tax is critical to 
delivering the lowest-cost sewer system to the community.  This road infrastructure 

strategy requires the sewer project to make necessary repairs to roads that it 

affects in Phase 1.  This means that if the Town’s Pavement Management System 
currently calls out an Overlay need for a road and the sewer project impacts the 
road, the sewer project will not simply patch their disruption but in fact deliver the 
entire Overlay project.  The logic to this approach is simple – sales tax is a local 
revenue source traditionally dedicated to local cities and Towns to deliver services.  
By committing half of the Town’s taxing authority to a non-Town project, the Town 
needs assistance in addressing the road repairs impacted in Phase I; 
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B. RDA Unspent Bonds Used to Repair Undisturbed Roads in Phase 1—While the 
sewer will disrupt many roads in the community, there are a number of roads within 
the Phase 1 boundaries where sewer pipelines are not being installed.  These roads 
are likely in the boundaries of the former RDA and would qualify for investment; 

 

C. Road Work Integrated Into Sewer Project Scope – Given that the HDWD will be 
mobilizing multiple contractors to install sewer pipelines throughout the community, 

the Town proposes that the work for roads not impacted by the sewer (in Phase 1) 
would still be contracted with the sewer project.  The Town would pay the HDWD 
the RDA funding for the scope of these improvements and the HDWD would include 
those improvements in their project design and implementation.  This will deliver 
economy of scale to the community, allow for better coordination of delivery of these 
improvements, and help achieve the lowest costs for public infrastructure delivery; 

D. Town Requires a ¼% Sales Tax Dedicated to Road Maintenance – The financial 
model demonstrates clearly that the Town has an on-going need for additional 
revenues in order to provide comprehensive road maintenance.  Proceeds from this 
revenue stream will provide both “one-time” Overlay & Reconstruction 
improvements and then the on-going preventative maintenance into the future; 

E. Town Invests ¼% Sales Tax to Road Improvements in Phase 2 – Given the extent 
of need on Phase 2 roads and the fact that they don’t lie within the boundaries of 
the former RDA, this strategy has identified that Phase 2 roads are improved using 
the initial flows of a ¼% sales tax dedicated to roads.  As with roadwork in Phase 1, 
the timeframe for making these road improvements would be coordinated with the 
delivery of Phase 2 sewer improvements and, if possible, the scope would be 
included in the sewer project itself; 
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F. Measure I Bonding Used for Phase 3 and Beyond – This strategy assumes that 
road improvements in Phase 3 areas cannot be delayed until sewer is delivered in 
2020 or later.  The decay of those roads over the next 7+ years without investment 
would dramatically worsen their conditions and increase the costs for repair.  This 
strategy has calculated the need for all the roads in Phase 3 and Beyond and 
adequate bonding capacity exists from the Measure I resources to deliver these 
improvements starting 2014/15. 
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G. Long-Term Maintenance Provided By Residual Measure I & ¼% Sales Tax – The 
analysis demonstrates that adequate resources are available to maintain the road 
infrastructure once the one-time improvements (Overlay & Reconstruction) are 
completed.  The model does demonstrate sustainability assuming a 30-yr sales tax 
Measure combined with the residual funding (net bonding debt service) of the 

current Measure I.  However, such sustainability of the roads quickly disappears 
with the termination of Measure I (in 2040) and the end of a potential 30-yr 
dedicated sales tax.  The complete spreadsheet is included as Attachment “A” to 
the staff report. 

Policy Direction – Council is being asked to provide Town staff policy direction on a 
number of key assumptions built into this financing strategy.  They include: 

1. Sewer Funding from Sales Tax – If a dedicated ½% sales tax measure is proposed 
to deliver sewer improvements, does the Town Council mandate that road 
improvements in Phase 1 be funded by the sewer project in order to secure Town 
Council endorsement of such a sales tax measure? 

Policy Considerations:  Sales tax is a revenue source for local communities.  A 
½% sales tax dedicated to sewer would reduce the Town’s ability to raise revenues 
in the future to address community priorities.  Sewer debt service payments are not 
expected to be needed until 2018 (source: HDWD staff), resulting in immediate 
funding available in the early years to deliver road improvements with the sewer 
construction.  This approach will lessen the potential reduction in debt service costs 
to ratepayers for the sewer system vs dedicating all the funds from a sales tax to 
debt service. 

2. Measure I Bonding – Should the Town bond against a portion of the current 
Measure I funding received by the Town?  Should those bond proceeds be used to 
fund roads in Phase 3 and beyond?  If a dedicated sales tax is not passed for 
roads, should these bond proceeds be used to fix the “Overlay” roads in Town? 

Policy Considerations:  If a  sales tax measure(s) is (are) proposed (½% sewer, 
¼% roads), this funding strategy shows those funds being focused in the first 
several years to address Overlay & Reconstruct repairs in Phase 1 & Phase 2 of the 
sewer.  Since ALL residents would be asked to approve (and pay) these sales 
taxes, residents in Phase 3 and beyond would not benefit directly from those 
revenues.  Investing the Measure I bonds within these areas would provide benefits 
across the entire Town Maintained Road System and would provide incentive to 
residents outside of sewer areas to support sales taxes to benefit the sewer.  If 
those sales tax measure(s) are not passed, an equitable approach could be to 
invest the Measure I bonding to address the Overlay decay Town wide.  This would 
provide a short-term fix.  Ultimately, a long-term solution would still be required. 
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3. RDA Bonds Proceeds – This scenario utilizes unspent RDA bonds to address 
deferred road maintenance in Phase 1 due to the boundary constraints of the 

former RDA.  This strategy only invests bonds on roads in Phase 1 not impacted 
by the sewer project.  Is this a valid strategy?  Should unspent RDA bonds be used 
to address all the roads in Phase 1 in order to reduce the dependence upon a 
sewer sales tax? 

Policy Considerations:  There are a number of potential demands for the use of 
RDA bonds.  Town staff is still evaluating alternatives for capital improvements 
(funded by RDA bonds) that could lead to lower non-road maintenance costs to the 
Town in the long-term.  Given that RDA bonds are a one-time revenue, there are 
some philosophical thoughts that they should not be used for what should be a 
recurring maintenance obligation. 

4. Pursue Dedicated Revenue Stream – Both the short term corrective maintenance 
and the long-term preventative maintenance require a dedicated revenue stream in 
order to arrive at and maintain PCI levels equal to or greater than Cape Seal quality. 
 Given this reality, should the Town Council place a Special Tax measure before the 
voters as soon as possible?  Given that there appears to be support among citizen 
group representatives for a ½% sales tax for sewer, should that measure be ¾% for 
30 years?   

Policy Considerations:  After the defeat of Measure U, the Town was criticized for 
bringing forward a General Tax.  This approach addresses that concern.  There was 
also criticism that Measure U was developed without citizen input.  While that was 
not the case, that was the perception.  If the Town Council brings forward a Special 
sales tax measure without requiring citizens to gather signatures, a similar criticism 
could be leveled against the Town.  A Special Tax would require a 66.7% approval 
for ratification.  There is discussion of a potential state Constitutional Amendment to 
drop the passage threshold to 55% for Special Tax measures.  This is projected for 
the November 2014 statewide election. 

5. Use of General Fund – Town staff need guidance on whether General Fund 
resources are to be earmarked for road maintenance in the upcoming fiscal year 
and future fiscal years (assuming a dedicated revenue stream is not established).  
Staff previously identified that approximately $900,000 (in current year dollars) are 
required annually to maintain a Slurry & Cape Seal program.  This would require 
$250,000 in the upcoming Fiscal Year dedicated from the General Fund.  Future 
year contributions will vary depending upon some of the other policy decisions 
regarding Measure I bonding and pursuit of a ¼% dedicated sales tax. 

Policy Considerations:  The current FY 12/13 budget has no General Funds going 
into road maintenance.  The baseline budget heading into FY 13/14 is in deficit 
condition.  An investment of $250,000 in FY 13/14 will essentially represent a “Do 
No Harm” approach to road maintenance, in anticipation that additional measures 
will be forthcoming.  This allocation of General Fund resources to roads will likely 
require cuts in other services funded by the General Fund. 
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Alternatives:  No alternative is recommended. 

Fiscal impact:  Over the long-haul, there is a considerable fiscal impact regardless of the 
direction the Town takes.  If this financial strategy is adopted and successful, considerable 
annual resources would be invested in the Town’s road network.  If a suitable financial 
strategy is not identified and implemented, the Infrastructure Cliff discussed at the Annual 
Goal Setting workshop will be reached and the backlog of road maintenance in the Town 
will increase substantially. 

 

 

Attachments:  

 

 “A” – Road Investment Model 
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