STAFF REPORT — CITY COUNCIL MEETING

August 07, 2024

TO: Honorable Mayor and City Council Members
FROM: Tabatha Miller, Finance Director
PREPARER: Tabatha Miller, Finance Director

DATE: July 29, 2024

TITLE: Receive Update on Fiscal Year (FY) 2024-25 Budget of American Rescue Plan
Act (ARPA) Funds and Consider Reallocating Appropriated Funds.

RECOMMENDATION:

It is recommended that the Council receive an update on ARPA Projects and Expenditures, and
direct staff to reallocate $269,000 FY 2024-25 Budget from the ARPA Fund (224) projects to Police
Department Staffing in the ARPA Fund (224).

INTRODUCTION:

During adoption of the FY 2024-25 Budget, three items were discussed with Council to be reviewed
further in the current fiscal year: 1) Expenditure of the remaining American Rescue Plan Act
(ARPA) funds on Council designated projects; 2) Update on the City’s Unfunded Pension Liability
(which will be addressed at a future Council meeting); and 3) Projected Fiscal Results from FY
2023-24 (also to be addressed at a future Council meeting).

BACKGROUND:

The City received a total of $4.4 million in two equal payments from the Coronavirus State and
Local Fiscal Recovery Funds (SLFRF) program authorized by the American Rescue Plan Act
(ARPA) in FY 2022 and 2023. The SLFRF funds were provided to state, territorial, local and Tribal
governments across the country to support their response to and recovery from the COVID-19 public
health emergency.

The City of Arcata invested its SLFRF/ARPA (hereinafter “ARPA”) Funds in an assortment of
programs to support the immediate and future needs of the community. Programs included:

e Community Ambassadors

e Safe Parking Program

e Updating City Facilities

e Mobile Intervention Services Teams (MIST) and Street Outreach

e Compensation for essential City staff during pandemic



e City Council Chambers Upgrades

e Climate Change Adaption Measures

e Increased Street and Sidewalk improvements

e Support for South | St. Dock Project

e Valley West Neighborhood Support

e Valley West Neighborhood Community Facility

e Re-fund staff positions frozen during pandemic

e Arcata Economic Recovery and Beautification Projects
e Community Partners Support

To stimulate rapid economic recovery, the funds must be expended over a relatively short timeframe.
ARPA funds must be “committed” by December 31, 2024, and fully spent by December 31, 2026.
The term “committed” or “fully obligated” requires that recipient governments have contracts,
deliverables and agreements in place by that date to confirm that the funds are committed.

DISCUSSION:

Of the $4.4 million received, Arcata has just over $900,000 in funds remaining (or approximately
20%) as we enter the FY 2024-25. Approximately 5 months out from the December 31, 2024,
deadline for fully obligating the City’s ARPA funds, staff wants to ensure that the City meets the
funding requirements and can utilize all the funds received.

The chart below provides the budget and projected actuals for FY 2023-24, the adopted budget for
FY 2024-25, and a projection of what funds are likely to be spent or committed by December 31,
2024. The estimates of what will be spent or committed by December 31, 2024, is based on prior
years’ spending patterns, staff resources available for completing the project and changes in
circumstances that are likely to impact the project’s viability.

While the funds estimated as available in the new fiscal year (2024-25) have not changed, there is

some question whether all the programs budgeted are still viable and can meet the “committed”
deadline of December 31, 2024.



Summary - ARPA Fund SRF
Revenue & Transfers FY 2023-24 FY 2023-24 FY 2024-25 FY 2024-25
Classification Budget Projected Actual Budget Projected*
Intergovernmental Revenues 2,020,634 1,711,005 907,253 907,253
Interest Allocations 91,000 5,000 5,000
Total Revenue 2,020,634 1,802,005 912,253 912,253
Expenditures
Projects:
Arcata Main St to Arcata Chamber 150,000 100,000 -
Other Support Payments 40,000 45,000 20,000
Safe Parking 128,916 115,551 -
MIST 75,000 43,018 75,000 -
Community Ambassador Program 175,150 101,780 152,500 55,000
Pavement Master Plan 350,000 350,000 - -
Climate Change 117,500 44,978 -
Climate Action Plan Support 15,000 -
Active Transportation Project 35,000 35,000
Bike Storage 45,000 45,000
Valley West Community Center 175,000 28,499 179,200 72,800
Maintain Staffing (Outreach Sergeant) 549,521 460,932 231,733 115,867
South | St Dock 120,000 120,000 - -
Beautification Projects 160,957 2,608 - -
Public Art - Call for Art Programs 73,820 73,820
Green and Gold Crosswalks 15,000 15,000
PD Radio System Upgrade 222,201 212,879 - -
Arial Image 15,000 11,770 - -
CUNA 89,984 73,990 40,000 40,000
Participatory Budget Project - - 25,000 25,000
Total Expenditures 2,369,229 1,711,005 907,253 477,487

899,959
(2,294)

899,959
427,472

2,519,963
150,734

2,519,963
899,959

Estimated Beginning Available

Estimated Ending Available
* FY 2024-25 Projected is based on evidence that funds are "committed" and/or spent by 12.31.2024

The $20,000 budgeted for “Other Support Payments” includes $10,000 allocated to a partnership
with the Wiyot Tribal Government and $10,000 to support the upgrades to Woodsman Hall in Valley
West. Staff anticipates that neither of these programs will be completed by December 31, 2024.

The $75,000 budgeted for the MIST program was based on extending the contract with Humboldt
County for these services. Funding for that program from the state is going through transition and it
is not clear how the county program will operate going forward. This and challenges with staffing to
support the City’s MIST program led the City to not renew the contract with the County in FY 2024-
25 and instead to investigate alternative programs for outreach and crisis response. Staff does not
know if an alternative program will be identified and committed to before December 31, 2024.

The City’s Community Ambassador program is a successful program, but in the first two years of
operations it has not expended all the funds budgeted annually for staff. The Community
Ambassadors are part-time employees recruited to fit the needs of these public-facing positions.
Challenges in hiring, training, retaining and the limitation on number of hours part-time staff can
work have resulted in salary savings but at the cost of fully staffing the program. It is unlikely that
the budget will be fully expended by December 31, 2024, or even the end of the fiscal year on June
30, 2025.

The $15,000 set aside to support the Humboldt County Climate Action Plan (CAP) is also unlikely
to be spent by December 31, 2024. The revisions to the CAP at the County level and a change in
adoption process is expected to delay implementation of the CAP.

The $179,200 funding set aside for lease payments, utilities and property improvements for a Valley
West Community Center are based on the existing City lease for Woodsman Hall. With the City
reviewing other longer-term options for the Community Center, it is unlikely that the full amount of
the funds budgeted for FY 2024-25 will be spent by December 31, 2024.



Because the City received less than $10 million and opted for the revenue replacement use category,
the City may spend the money on any service traditionally provided by a government with fewer
restrictions compared to other eligible use categories. Additionally, one of the more restrictive
eligible use categories available to local governments is using the funds to retain employees that
were at risk of being laid off due to budget shortfalls or to hire new staff to expand services or
implement new programs. The City has and continues to use funds to support staff positions frozen
during the pandemic and to add positions such as the Outreach Sergeant and Community
Ambassadors to provide expanded outreach services within the Arcata Police Department. Thus,
shifting spending to staff expenses is viable under two separate eligible fund use categories.

To ensure that the ARPA funds are fully spent or committed by December 31, 2024, staff
recommend that the City commit any funds that it does not reasonably believe will be spent by
December 31, 2024, to funding staff. Specifically, the one officer position frozen during the
pandemic, which was funded from ARPA until FY 2024-25, the three over hire positions
temporarily approved in the FY 2024-25 budget to keep the Police Department sworn officer levels
at full capacity, and the two Juvenile Diversion Counselors expenses not covered by the Humboldt
County Measure Z award for FY 2024-25. These salaries and benefits, excluding overtime, total
approximately $480,000 for the first six months of the 2024-25 fiscal year.

By funding these police department positions with ARPA, General Fund dollars that would have
otherwise been spent are saved and may be reserved to fund priority ARPA projects after December
31, 2024. Staff recommends the Council direct staff to transfer budget of $269,000! from Fund 224
ARPA project expenditures to Police Department Salaries in Fund 224. By expediting use of the
ARPA funds, the City ensures that it meets the ARPA spending requirements and creates a budget
savings in the General Fund of approximately $309,000 that can be reallocated by the City Council
at the Mid-Year budget review or in the FY 2025-26 Budget to City Council priority projects.

ENVIRONMENTAL REVIEW (CEQA):

The California Environmental Quality Act (CEQA) does not apply to establishing budgets in local
city governments because budget approval is typically considered a ministerial action rather than a
discretionary one. CEQA applies to discretionary projects where an agency has the authority to
shape the project based on its environmental impacts. Since establishing budgets does not involve
the kind of discretion that CEQA requires, this process is exempt from CEQA requirements.

BUDGET/FISCAL IMPACT:

The transfer of $269,000 from ARPA projects to cover additional Police Department staffing cost
for the first six months of FY 2024-25 (details below) does not increase the City’s overall budget but
frees up General Fund monies that would have been spent on salaries in the first six months of the
fiscal year. Those General Fund monies can be used on City Council priority projects in the second
half of the fiscal year or in the next fiscal year. This way the Council can extend the Community
Ambassador Program, Outreach Sergeant, MIST, development of the Valley West Community
Center and other incomplete projects beyond the December 31, 2024, deadline. It also allows the
City Council flexibility to revise commitments that are no longer viable for a program, without
losing funds.

1$269,000 is the total payroll recommended to be paid from ARPA for Police Department staffing less $211,000
dollars already budgeted for the Outreach Sergeant and Community Ambassadors (for the second half of the fiscal
year (January 1 to June 30, 2025). $269,000 + $211,000 = $480,000.



Increase/(Decrease)

Account Account Description
Budget
224-10-01-52103 Other Support Payments $ (20,000)
224-40-21-50100 Regular Salaries 222,850
224-40-21-50300 Part-time & Temporary Salaries (95,000)
224-40-21-50990 Other Employee Benefits 141,150
224-40-21-58205 Mobile Intervention Services (75,000)
224-50-85-51100 Utilities (13,400)
224-50-85-57300 Capital Buildings & Structures (93,000)
224-60-70-51770 Other Professional Services (15,000)
224-60-81-51770 Other Professional Services (52,600)

Net Budget Impact $ -




