CITY OF

QUESIE City Council Memorandum

TO: HONORABLE MAYOR AND CITY COUNCIL DATE: February 17, 2009
FROM: CITY MANAGER’S OFFICE ITEMNO: 15
WARD: All

SUBJECT: AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009—UPDATE

ISSUE:

This report provides an update on the American Recovery and Reinvestment Act of 2009 (“Stimulus
Bill"). This report represents the status as of February 12, 2009 and will identify next steps as it
relates to the Stimulus Bill's local impacts.

RECOMMENDATIONS:

That the City Council receive this report regarding the American Recovery and Reinvestment Act of
2009 and provide insight/guidance as the Council deems appropriate.

BACKGROUND:

The American Recovery and Reinvestment Act was developed in response to the nation’s most
gripping economic crisis since the Great Depression. The Bill is intended to stimulate and add
balance to the economy by investing in job creation and infrastructure. Relevant economic
indicators leading to the Stimulus Bill include high unemployment, a severely depressed housing
market, fragile state budgets, a sharp and sustained decline in the stock market, and failures in the
mortgage/banking industries. Dismal economic data published in each of these areas was the
catalyst for this Stimulus Plan contains targets efforts in the following areas:

- Clean, Efficient, American Energy

= Transforming our Economy with Science and Technology

- Lowering Health Care Costs

- Investing in Education for the 21 Century

- Modernizing Roads, Bridges, Transit and Waterways

- Tax Cuts for Middle-Class Families and American Businesses

- Helping Workers Hurt by the Economy through Jobs Creation and Retention

On January 28, 2009, the House of Representatives passed an $819 billion stimulus plan by a vote
of 244 to 188. Intensive negotiations followed and produced an $838 billion Senate version of the
Stimulus Bill. Final passage of the Senate measure on February 10, 2009 by a 61 to 37 vote was
followed by a swift round of negotiations with the House that produced agreement the next day on a
$789 billion final version of the Bill. The package of spending increases and tax relief, intended to
spuran economic recovery and create jobs by putting money back in the pockets of consumers and
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companies, ended up smaller than either the House or Senate had proposed. The final Bill
includes $507 billion in spending programs and $282 billion in tax relief. The Bill will return to the
House and Senate for final approval before its submission to the President for signature. The
President is expected to sign the Stimulus Bill into law during the week of February 16, 2009.

Stimulus Highlights

In its final form, of the Stimulus Bill is estimated to:

- Create and/or save 3.5 million jobs nationwide
- Provide a tax cut to 95 percent of American workers
- Invest in infrastructure
= Roads and bridges - $29 billion
= Other infrastructure investments will be made to mass transit, energy
efficient buildings, flood control, clean water projects)
- Invest in science and innovation through tax incentives for renewable energy (to
both business and individuals)

Benefits to City of Riverside

The following will illustrate how the Stimulus Bill may benefit the City of Riverside. Tax cuts are
proposed to both individuals and businesses. For example, a refundable tax credit of up to $400
per worker ($800 per couple filing jointly) earning up to $100,000 for individuals and $200,000 for
couples would be implemented immediately. In addition, tax deduction incentives are proposed for
new car purchases. Other tax incentives will help Riverside residents and businesses in purchasing
new energy efficient furnaces, windows, doors and insulation. Finally, businesses may benefit from
a new manufacturing investment tax credit for investment in advanced energy facilities.

In anticipation of the Bill's passage, each City Department has identified eligible programs and
projects under the spending portion of the Stimulus Bill that may meet the requirements of the
myriad programs available for funding. Funding will be distributed in two ways. The first distribution
method is through formula grants. This means that the funds will flow through their existing
channels and are based on pre-established criteria such as population, unemployment, crime, etc.
Areas where the City of Riverside may be eligible for formula-driven funds include but are not
limited to the following:

- CDBG funds used to benefit low- and moderate-income persons by providing decent
housing, a suitable living environment and economic opportunities.

- HOME program to create affordable housing opportunities through rehabilitation,
new construction, down-payment and rental assistance.

- Transportation - 60% of the transportation funds will be distributed through existing
formulas via the State Departments of Transportation; however, only a portion of that
would be available for local/regional highway projects and must be obligated by
states in either 120 or 180 days depending on the type of project.

- Police Department — may be eligible for new equipment.

- Energy Efficiency Block Grants - to implement energy efficiency and conservation
strategies in the transportation, building or other sectors.

The second method of funding distribution is through competitive grants for which City of Riverside
programs and projects will compete on a National level. Areas ofthe Stimulus where departments
have identified potential programs/projects include, but are not limited to, the following:
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- Transportation

- Energy Infrastructure

- Neighborhood Stabilization Program
- Public Safety

- Fleet upgrades to clean fuel

Although the final legislative language was not immediately available, it is estimated the Bill
contained more than $150 billion in public works projects for transportation, energy and technology,
and $87 billion to help states meet rising Medicaid costs. However, significant dollars have been
set aside for rural and underdeveloped areas, national projects, and programs that have national or
regional impact, thereby diminishing the ability of local governments to capture funding to truly
reinvigorate “Main Street” throughout the Country leaving local governments with less to share.

Next Steps

As outlined above, the City faces a monumental task of attracting greatly reduced federal economic
stimulus funding to benefit local residents. This robust effort will be coordinated by the City
Manager's Office, under the leadership of the Mayor and Council Members.

With the basic funding apportionments having been designated, the federal government’s next step
will be to promulgate rules and processes to guide application/award of competitive funds. Local
government input will remain critical.

To meet the many complex challenges inherent in this effort, City staff will continue to work with the
Council’s legislative advocates in the nation’s capital and will remain fully engaged in providing the
latest information to our operating departments. City representatives will actively participate in
relevant workshops to ensure that Riverside's funding applications reflect the latest information
available and are cast in a manner, which enhance the City’s ability to attract funds to benefit local
residents.

While the ultimate form of the Economic Stimulus Bill falls well short ofthe collective expectations of
local governments across the U.S., the City of Riverside remains uniquely poised to compete for
those funds, which remained in the final package as signed by the President. With the Council's
strong leadership and thorough follow through by staff, our City will vigorously pursue maximum
funding available to help kick start the local economy...beginning with Riverside’s own Main Street
and spreading out to our 26 neighborhood communities.

FISCAL IMPACT:

The City will aggressively pursue opportunities to maximize the positive economic impact of the
American Recovery and Reimbursement Act of 2009. There is no fiscal impact associated with
receipt and file of the American Recovery and Reinvestment Act of 2009 update.

Submitted by: Cindie Doke, Principal Management Analyst
Certified as to
availability of funds: Paul C. Sundeen, Assistant City Manager/CFO/Treasurer
Approved by: Thomas M. DeSantis, Assistant City Manager
for Bradley J. Hudson, City Manager
Approved as to form: Gregory P. Priamos, City Attorney
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