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ACTION CALENDAR 
June 26, 2012 

To: Honorable Mayor and Members of the City Council 

From: Ann-Marie Hogan, City Auditor 

Subject: Investing in Sustainability:  Streets Audit Follow-up and Stormwater 

RECOMMENDATION 
Consider the information from last year’s performance audit, "Failing Streets:  Time to 
Change Direction to Achieve Sustainability," as part of decisions on revenue ballot 
measures. 
 
FISCAL IMPACTS OF RECOMMENDATION 
If City infrastructure is not repaired and rehabilitated at a sustainable level, unfunded 
needs will continue to escalate and future generations may be denied essential services 
because of the high cost of delayed repairs. 

CURRENT SITUATION AND ITS EFFECTS 
In Fiscal Year 2014, the City is projecting to budget $3.6 million dollars for street 
rehabilitation. Our 2011 audit demonstrated that the condition of the streets is not 
sustainable at this funding level. Twelve percent of the City’s streets are currently 
“failed,” and unmet needs are about $46 million. Continuing to fund at this level would 
result in an increase in “failed” streets from 12 to 21 percent, and an increase in 
unfunded needs from $46 million to nearly $71 million, at the end of five years. This is 
because fixing streets before they fail costs $36,000 to $309,000 per mile, but 
reconstructing a failed street costs $1.15 million per mile. 
 
BACKGROUND 
Council is considering a $30 million bond measure to fund needed improvements to the 
City’s streets and watersheds. If about 75% of the proceeds are spent on watershed 
improvements and 25% on street work over the course of five years, according to the 
City Manager, the measure would add $1.5 million to the annual street rehabilitation 
budget for 5 years. If the ACTC measure also passes in November, an additional 
$2.2 million in funding for Berkeley streets would be gained, bringing available funds to 
$7.3 million. 
 
Our audit shows that, at $7.5 million for five years, the result would be that street 
conditions, as measured by the Pavement Condition Index (PCI), will not improve at all, 
and the most deteriorated streets (the ones that need reconstructing, at $1.5 million per 
mile) will simply be left to fail, increasing the percentage of failed streets from 12 to 
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14 percent and keeping the unfunded need at $46 million.  (Appendix C, pp. 29 and 32 
of the November 15, 2011, audit report). Conditions would deteriorate more sharply in 
year six. 
 
Actual results could be worse, given that the audit was based on last year's information 
(meaning that the starting balances of the unfunded needs are greater now). Data in 
StreetSaver® did not include soft costs (staff time to oversee the contractors who 
perform the work). 
 
If streets were assigned $2.5 million more from bond funds or other sources, for a 
budget of $10 million, the PCI would improve from 63 to 68 in five years, and the 
unfunded need would go down to $32 million (page 33). A PCI of 63 is at the low end of 
“Fair,” and 68 is at the high end; “Good” starts at 70, according to the Metropolitan 
Transportation Commission. Again, it should be noted that these projections are based 
on 2011 balances. 
 
These estimates also assume that the City will use the recommended data-driven 
decision making methods for prioritizing street repairs. 
 
Our office did not audit clean stormwater, and it is entirely possible that additional 
funding is needed to keep the stormwater unfunded need from escalating and to avoid 
paying fines. Stormwater may be similar to streets in that delaying repairs might create 
a need to completely replace infrastructure, at a higher cost. For competing priorities 
that involve new construction, the cost of waiting for a future election or unexpectedly 
robust changes in the economy would probably be less significant than the cost of 
deferring maintenance and repairs on existing infrastructure. 
 
RATIONALE FOR RECOMMENDATION 
Council has previously directed the City manager to implement these recommendations:  
1.1  The City Manager should recommend options to the City Council to improve the 

City’s pavement condition index to a certain level over a specified timeframe. The 
recommendation should include:  
• The desired average citywide PCI and timeframe within which to achieve it.  
• Potential funding strategies to meet the PCI goal within the desired timeframe.  
• A commitment to provide to the commission and Council an annual progress 

report on the PCI as part of the Five-Year Street Plan.  
 

1.2 The Department of Public Works should use StreetSaver® to develop strategies 
for meeting the target PCI. To ensure the reliability of the StreetSaver® 
scenarios, staff should:  
• Update the StreetSaver® unit costs annually, including soft costs, such as 

administrative costs.  
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• Ensure the Five-Year Street Plan includes strategies that will achieve the 
Council-adopted PCI goal.  

• Include annual costs for preventive maintenance in the Five-Year Street Plan. 
 

ALTERNATIVE ACTIONS CONSIDERED 
Council is weighing the cost and benefit of several revenue ballot measures. Regarding 
street rehabilitation, the recommended data-based prioritization of street repair would fix 
the streets before they fail (before the $36,000 to $309,000 cost per mile for fixing a 
street becomes the $1.15 million per mile cost of reconstructing a street). If, instead of 
using data-driven prioritization, the City were to focus on repairing the most deteriorated 
streets (which residents might likely expect), even if funding were increased, the overall 
PCI will not improve and the unfunded need would rise instead of falling, because 
streets that need lower-cost repairs would deteriorate to the point of needing the most 
expensive repairs. 

CONTACT PERSON 
Ann-Marie Hogan, City Auditor, 981-6750 

Attachments:  
1: "Failing Streets:  Time to Change Direction to Achieve Sustainability" (Pavement Life 

in Years, page 6 of report; Sample Scenarios Appendix C pp. 29,32, &33: See 
November 15, 2011 Council item for full report) 











 




