	
RESOLUTION 2022-055

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SAN PABLO ADOPTING THE AMERICAN RESCUE PLAN ACT (ARPA) FUNDING ALLOCATION AND APPROPRIATION OF PART I ELIGIBLE EXPENSES AS GOVERNMENT SERVICES UNDER THE PUBLIC SECTOR REVENUE LOSS CATEGORY WHICH TOTALS $900,000 FOR THE CITY OF SAN PABLO AS A NON-ENTITLEMENT UNIT; AND DESIGNATING A SPECIAL REVENUE FUND UNDER THE PROPOSED FY 2022-2027 5-YEAR GF BUDGET FOR ALL APPLICABLE FINANCIAL COMPLIANCE AND REPORTING REQUIREMENTS PURSUANT TO U.S. TREASURY FINAL RULE REGULATIONS

	WHEREAS, this is not a project as defined by CEQA; 

	WHEREAS, on March 11, 2021, H.R.1319 - American Rescue Plan Act (ARPA) of 2021, became enacted as federal law.  The Coronavirus State and Local Fiscal Recovery Funds (SLFRF) program, a part of the ARPA, delivers $350 billion to state, local, and Tribal governments across the country to support their response to and recovery from the COVID-19 public health emergency.  Under the ARPA SLFRF program, SLFRF provides local governments across the country with the resources needed for the following:

· Fight the pandemic and support families and businesses struggling with its public health and economic impacts; and
· Maintain vital public services, even amid declines in revenue resulting from the crisis; and
· Build a strong, resilient, and equitable recovery by making investments that support long-term growth and opportunity.

WHEREAS, initially, ARPA Funding had preliminary strict guidelines on eligible expenses under US Treasury guidelines which include the following eligible categories for ARPA expense:

1. Support Public Health Response:  Fund COVID-19 mitigation efforts, medical expenses, behavioral healthcare, and certain public health and safety staff.

2. Replace Public Sector Revenue Loss:  Use funds to provide government services to the extent of the reduction in revenue experienced due to the pandemic.

3. Water and Sewer Infrastructure:  Make necessary investments to improve access to clean drinking water and invest in wastewater and stormwater infrastructure.


4. Address Negative Economic Impacts:   Respond to economic harms to workers, families, small businesses, impacted industries, and the public sector.

5. Premium Pay for Essential Workers:  Offer additional support to those who have and will bear the greatest health risks due to service in critical infrastructure sectors.

6. Broadband Infrastructure:  Make necessary investments to provide unserved or underserved locations with new or expanded broadband access; and

WHEREAS, in July 2021, the City of San Pablo received its first ARPA disbursement in the amount of $3,706,733, or 50% of the total ARPA allocation to the City of San Pablo of $7,413,467; and 

WHEREAS, on August 2, 2022, the City Council adopted Resolution 2021-104 which appropriated the first disbursement of ARPA funds received into the City’s GFDR Fund Balance, with the following Council authorizations:

1. Any future appropriation of FY 2021-22 GFDR Funds requires a recommendation by Budget, Fiscal, Legislative Standing Committee of the City Council (BFLSC), with majority vote approval via adopted Resolution by the City Council.

2. Acknowledge all U.S. Treasury Guidelines on eligible Coronavirus Local Fiscal Recovery Fund expenses and deadlines required.

3. Authorize staff to proceed with a Community Needs Assessment (CNA) process (beginning in August 2021) to determine ARPA Funding Priorities and Allocations (i.e. $5.4M or $7.4M ARPA balance) based on further staff analysis of ARPA eligible fund expenses.

4. Following City Council action under said Resolution, following further staff analysis, City staff may need to establish a separate and distinct Fund (Fund 120) from GFDR to allocate and track all ARPA allocations to ensure compliance with all US Treasury guidelines on Coronavirus Local Fiscal Recovery Funds.  If required, future City Council correction action may be necessary to potentially correct, modify, or rescind previous City Council action related to ARPA fund allocation authorization (i.e. City Council Resolution 2021-077); and

WHEREAS, on September 29, 2021, staff presented an update of ARPA eligible funding expense uses based on U.S. Treasury guidelines issued at that time.  During BFLSC review (Pabon-Alvarado; Ponce), City staff recommended rescinding the ARPA allocations from the August 2, 2022 City Council action for the following reasons:
 


1. The City of San Pablo has a population of less than 50,000 and under U.S. Treasury Guidelines is considered a Non-Entitlement Unit (NEU).  Entitlement Unit agencies (population over 50,000) received funding directly from the US Treasury.  NEU agencies funding was allocated from the U.S. Treasury to the State of California and then to the respective local agencies based on population.  Funding for NEU agencies was received in July 2022 and the revenue is to be recognized beginning in Fiscal Year 2021-2022.  Therefore, none of the revenue could be used for eligible expenses in Fiscal Year 2020-2021; and

2. ARPA expenses should have occurred after March 3, 2021 and should not include debt service or additional pension payments.  Resolution 2021-077 had allocations for ARPA funding that could be considered ineligible since some of the costs would have been prior to March 3, 2021 (i.e. salary adjustments and PERS unfunded actuarial liability payments would have been adjusted back to July 1, 2021) and a debt service payment for the Police Department Cameras; and

3. The City of San Pablo used the public sector revenue loss category in Resolution No. #2021-077.  As part of the analysis, staff used a recent calculator tool provided by the League of California Cities and California State Municipal Finance Officers Group which determined estimated revenue loss for the City of San Pablo of $8.9 million ($57.1 million in estimated revenues in calendar 2020 - $48.2 million actual revenues for calendar year 2020).  Therefore, the City has sufficient revenue loss to use a portion or all of the ARPA funding under this category assuming that is Council’s direction.  In general, this category allows for expenses that the General Fund would have incurred from public safety services to infrastructure (i.e. Public Safety Facility and Training Facility) after March 3, 2021; and

WHEREAS, on October 4, 2022 the City Council adopted Resolution No. #2021-130, which authorized the following:

1. After reviewing U.S. Treasury Guidelines, staff determined that the use and timing made it difficult to claim ARPA Funding in Fiscal Year 2021 and recommend rescinding the use of ARPA funding for $2,000,378 appropriations in Resolution 2021-077.  Instead, staff recommended authorizing the use of Fiscal Year 2020-2021 General Fund Audited Fund Balance to fund $2,000,378 in Fiscal Year 2020-2021 COVID related unforeseen expenditures; and

2. Staff has created an ARPA Fund (Fund 120) to track all ARPA receipts and disbursements.  The initial receipt of $3,706,733 has been entered into this fund.  The ARPA fund will be used to track the estimated total ARPA revenue of $7,413,467; and

3. Public Sector Revenue loss due to COVID is an eligible use of ARPA funds.  Approve an earmark of $3,706,733 in ARPA for City’s revenue loss due to COVID-19 fiscal impacts; and


WHEREAS, since August 2021, the City Manager has implemented the City Council authorized Community Needs Assessment Process while at the same time awaiting the U.S. Treasury to finalize its Final Rule regulations for ARPA eligible funding expense, compliance and reporting requirements; and

WHEREAS, Strategy Research Institute, Inc. (SRI) was directed to acquire survey data from the community at-large on ARPA Funding Priorities by Eligible Category with all survey data received by August 31, 2021; and

WHEREAS, SRI was directed to acquire data from internal City organization/stakeholders on ARPA Funding Priorities by Eligible Category with all survey data received by September 30, 2021; and

WHEREAS, following all survey data results received, SRI then analyzed all survey data and rankings of preference for ARPA Expenses from both surveys, as follows:

Summary of Community Needs Assessment (CNA) Implementation Steps:

STEP #1:	Staff analysis to determine total ARPA Funds to be made available for eligible expense by City ($7.4M) per US Treasury regulations for CNA process
(Completed:  08/31/21)

STEP #2:	External Community Survey on ARPA Funding Priorities by Eligible Category conducted by SRI (Completed:  08/31/21)

STEP #3:	Internal Survey of City organization and stakeholders (“influentials”) on ARPA Funding Priorities by Eligible Category by CMO/SRI (Completed: 09/30/21)

STEP #4:	Synthesis of Data and Interpretation of Survey Results (CMO/SRI) (Completed: 10/31/21)

STEP #5:	Presentation of Survey Results (CMO/SRI) to BFL Standing Committee to formulate ARPA Funding Priorities and Allocation Recommendations to City Council (Completed:  03/10/22)

STEP #6:	City Council approves ARPA Funding Priorities and Allocations for Expense per U.S. Treasury guidance and regulations (Target Approval: 04/04/22)

WHEREAS, due to conflicts of interests, there is no BFL Standing Committee recommendation from March 10, 2022; and

WHEREAS, the US Treasury issued a Final Rule on January 6, 2022, which takes effect on April 1, 2022.  A few core improvements included in Final Rule, as follows:

· Broader set of uses that are available to respond to the pandemic’s public health and economic impacts on households, small businesses, and others, including capital expenditures; and

· Major simplification for thousands of recipients through the $10 million revenue loss “standard allowance”; and 

· Greater flexibility in eligible broadband investments to address challenges with access, affordability, and reliability, as well as the addition of numerous eligible water and sewer infrastructure investments; and 

· More streamlined options to provide premium pay through broadening the share of eligible workers who can receive premium pay without additional justification; and 

WHEREAS, City staff prepared a formal presentation for the City Council on April 4, 2022 which was organized in three (3) parts to address the potential conflict of interest for Councilmember Ponce as a Board Member of the San Pablo Economic Development Corporation (EDC), which consists of the following components:

· ARPA: Background, Funding, Community Input Process, & Final Rule Regulations (Entire City Council)

· ARPA:  Funding Allocation Priorities & Recommendations – (PART I)
(Councilmember Ponce recused from discussion/review)

· ARPA: Funding Allocation Priorities & Recommendations – (PART II)
(All City Councilmembers included in discussion/review)

	NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of San Pablo hereby approves the following:

Formally adopt a total ARPA Allocation/Appropriation for Part I Eligible Expenses totaling $900,000 to be expended during FY 2022/23 through FY 2025/26 under Public Sector Revenue Loss Category that will be included in the recommended ARPA Expenditure Plan of the Proposed Draft FY 2022-2027 Budget under a designated Special Revenue Fund, which will be formally adopted by the City Council to be effective July 1, 2022.

* * * * *



	ADOPTED this 4th day of April, 2022, by the following votes:

AYES:	COUNCILMEMBERS:	Pabon-Alvarado, Pineda and Xavier
NOES:	COUNCILMEMBERS:	None
ABSENT:	COUNCILMEMBERS:	Cruz
ABSTAIN:	COUNCILMEMBERS:	None
[bookmark: _GoBack]RECUSED:	COUNCILMEMBERS:	Ponce

ATTEST:	APPROVED:


/s/ Dorothy Gantt	/s/ Rita Xavier
Dorothy Gantt, City Clerk	Rita Xavier, Mayor
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