CITY OF MILPITAS
AGENDA REPORT
(AR)

Item Title: Provide Direction on American Rescue Plan Act (ARPA) Funding for Council
Priority Items and Modifications to the ARPA Investment Plan and Provide Input
on Proposed Process for Future Changes to the ARPA Investment Plan

Category: Leadership and Support Services
Meeting Date: 2/15/2022
Staff Contact: Ashwini Kantak, Assistant City Manager, 408-586-3053

Lauren Lai, Director of Finance, 408-586-3111

Recommendations: |1. Consider Council priority items for American Rescue Plan Act (ARPA) funding and
provide direction to staff on any required modifications to the ARPA Investment
Plan to allow for the additional allocation

2. Review and provide input to staff on proposed process for future changes to the
ARPA Investment Plan

Background:

In March 2020, due to the rampant spread of the Coronavirus (Pandemic), a state of emergency was declared
at the local, state, and federal levels and stay-at-home orders issued, which had an enormous impact on the
local, state and national economy as well as the City’s finances.

On March 11, 2021, President Biden signed into law the American Rescue Plan Act (ARPA), a $1.9 trillion
stimulus package, to counteract the economic impacts of the pandemic. The City’s ARPA allocation of
$16,736,815 is available in two tranches; the first half was received in June 2021, and the second half will be
provided in June 2022. Funds need to be either expended or encumbered by December 31, 2024, with all
funds to be expended by December 31, 2026.

On May 11 (link to staff report), staff presented preliminary information on ARPA’s Coronavirus State and Local
Fiscal Recovery Funding. Staff also provided information on other funding through ARPA that could benefit the
Milpitas community since the Coronavirus Local Fiscal Recovery Funding (CLFRF) is only a portion of the total
ARPA funding. Staff received Council input on ARPA Plan spending priorities in May and June (June 8
Council Meeting agenda report). A majority of the spending priorities were related to financial assistance and
social services to those impacted by the pandemic, economic vitality, infrastructure, public safety, and
technology.

On June 21 (link to the agenda report), Council approved the ARPA Investment Framework including the
Fiscal Guidelines and Five Investment Areas. Fiscal Guidelines include the following:
1. Identify and promote other ARPA or State funding sources to the extent possible before dedicating
local ARPA funds.
2. Use one-time ARPA funds for one-time expenditures such as investment in infrastructure or
technology with minimum ongoing operating costs.
3. Avoid ongoing General Fund commitments with additional programs and positions.
Avoid creating a structural budget deficit if restoring any reduced services.
Leverage regional agencies, non-profit partners, and existing programs to maximize efficiency in
delivering programs and services.
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https://mccmeetingspublic.blob.core.usgovcloudapi.net/milpitas-meet-afe0ceed81d34e20ac9e4519ac0c86a9/ITEM-Attachment-002-5a0c612a48ac4cb484f326f51734724f.pdf
https://mccmeetingspublic.blob.core.usgovcloudapi.net/milpitas-meet-d318d335b4014d05ae051a6bdcb00de5/ITEM-Attachment-005-6fff4fc7c48843848270e714dd63e97e.pdf
https://mccmeetingspublic.blob.core.usgovcloudapi.net/milpitas-meet-d318d335b4014d05ae051a6bdcb00de5/ITEM-Attachment-005-6fff4fc7c48843848270e714dd63e97e.pdf
https://mccmeetingspublic.blob.core.usgovcloudapi.net/milpitas-meet-e4185b8644fb477892f1a8515f3b2c8c/ITEM-Attachment-002-c2bd9f6107824defb2c734b0ec39c228.pdf

On August 9 (link to the agenda report), Council approved funding for 25 programs in the ARPA Investment
Plan and delegated authority to the City Manager to proceed with appropriation actions and contract approvals,
up to the approved amount for each program approved by Council, once compliance with ARPA procurement,
contracting, and reporting requirements are confirmed. This will allow the funding to go to residents and
businesses significantly impacted by the pandemic, in an efficient and expeditious manner.

Funding for the Five Investment areas of Community Services, Economic Vitality, Infrastructure, Public
Safety, and Technology is as follows:

MILPITAS ARPA FUNDING INVESTMENTS

Technology improvements,
£2,110,000 , 13% ARPA Administrative Costs,
5350,000 , 2%

Public Safety, $2,370,000,

14% Community Services ,

$2,375,000, 14%

Infrastructure , 55,011,815

Economic Vitality,
, 30%

$4,520,000 , 27%

On January 11, 2022 (link to the agenda report), Council approved program funding re-allocations to enhance
service delivery and/or streamline implementation, especially procurement.

Based on Council feedback at the January 25, 2022, Budget Study Session and as a part of the Fiscal Year
2022-23 budget development, Staff is requesting the Council consideration of priority items for potential ARPA
funding and direction to staff on any required modifications to the ARPA Investment Plan to allow for the
additional allocation.

Analysis:

As part of the budget development process, Staff strategically evaluates priorities and funding options. In this
process, Staff is exploring the option of ARPA funding for various City services that may align with the
Council’s Five ARPA Investment Areas. Staff is requesting Council consider these priority items for ARPA
funding and provide direction to any modifications, if any, to the ARPA Investment Plan.


https://mccmeetingspublic.blob.core.usgovcloudapi.net/milpitas-meet-1ceb72c7d7a044829807761f0973d45f/ITEM-Attachment-010-d7df227caa6746a092acc35a531774d1.pdf
https://mccmeetingspublic.blob.core.usgovcloudapi.net/milpitas-meet-bac99c9bb3f44319b1b92eba11e1350c/ITEM-Attachment-002-0e2a11db8d7d483db04700d1cad0ebd6.pdf

Business Improvement District ($75,000)

ARPA funding could be used for the business improvement district (BID) feasibility analysis and technical
support for property owners and business owners on Main Street to assist with the formation of a BID and an
engineer's report. A feasibility and analysis study will cost approximately $75,000 in one-time funding.

A business improvement district (BID) is a geographic area in which businesses opt to pay a self-assessed
levy to fund projects and services within the district's boundaries. The services provided by BIDs are
supplemental to those already provided by the City of Milpitas. In alignment with Strategy 31 of the Economic
Development Strategy (EDS) to position Main Street (Midtown) as a community destination for local,
independent retail and restaurants, the Office of Economic Development is proposing that a consultant conduct
a feasibility analysis for the creation of either a property-based BID or a business-based BID for a portion of
downtown on North and South Main Street.

Specifically, the BID is aligned with EDS Implementation Actions 31.3: Provide technical support for
property/business owners on Main Street to explore forming a BID; funding services for BID formation
consultant, and Action 31.6: Work with businesses to explore/implement rebranding of Main Street; possible
funding from a new area BID. In addition, the formation of a BID would support the vision of Main Street as
will be articulated in the ongoing Milpitas Gateway - Main Street Specific Plan update, for which its purpose is
described in the General Plan 2040 as "to create an economically-viable main street type development that
serves as a cultural hub of the city." Furthermore, the section Fiscal Sustainability under the Economic
Development Element of the General Plan specifies Action ED-2c to "evaluate the feasibility of creating
business improvement districts...to fund improvements and maintenance that support economic development.”

As part of COVID-19 economic recovery, the City Council has been particularly focused on Main Street
Revitalization efforts including the Pilot Storefront Improvement Grant Program, for both of which a BID would
serve as a positive catalyst. BIDs are employed as an economic development tool to fund services such as
cleaning streets, providing security, making capital improvements, construction of pedestrian and streetscape
enhancements, various public infrastructure improvements, restoring and re-establishing historic districts, and
marketing the area.

The formation of a BID is also aligned with Council Priority Area Economic Development and Job Growth (as
listed in FY22 Adopted Budget and Financial Plan); and at the October 5, 2021, City Council meeting, Council
recommended that the BID topic be sent to the Economic Development and Trade Commission, which will
consider this matter on February 14, 2022. Staff is requesting Council consideration of a potential allocation of
$75,000 of ARPA funding to the BID feasibility and analysis.

Unhoused Services ($100,000)

ARPA funding could be used to continue the current services with Santa Clara County Office of Supportive
Housing and the County’s Homeless Engagement and Access Team (HEAT). The County and City
collaborate to engage and provide resources to the City’s unhoused residents. Since the HEAT program began
in March 2021, a total of 116 clients have enrolled and 119 clients have been assessed. Since the HEAT Team
has been conducting proactive outreach throughout Milpitas, they have been able to locate and connect with
unhoused residents both at known and new locations. The funding for this initial year of services will be
expended by the end of this fiscal year. Given the major assessment and enrollment effort completed in the
first year of services, staff anticipates requiring reduced funding for ongoing services. Staff is requesting
Council consideration of a potential allocation of up to $100,000 of ARPA funding to continue the services with
the County.

Milpitas Sustainable Neighbor Education Program ($60,000)

Per Councilmember Chua’s request at the January 11 Council meeting, $60,000 of ARPA funding could be
allocated to fund a Sustainable Neighbor Education Program. The purpose of this program is to support
Milpitas in achieving its CAP (Climate Action Plan) goals by demonstrating how the community can utilize the



many city-promoted and city-supported sustainability and resiliency programs to reduce GHG emissions;
developing and instilling long term skills and behaviors that can be shared with neighbors, family, friends and
future generations to continue a low environmental impact community; promoting “how-to” steps that work; and
proving Milpitas' resilience to global trends, like climate change and pandemics.

The funding would be used to recruit up to 8 - 10 Milpitas volunteers (from different housing types) that will
receive specific training and technical assistance to identify and implement a person sustainability plan that
can serve as a road map for various home improvements and behavioral changes that will reduce GHG
emissions and resource impact. The program will provide training and support (coaching, technical assistance,
and connecting to financial incentives such as rebates from SVCE or Energy Upgrade California program) over
the course of participation; develop documentation (written, audio and video) of the challenges faced by each
participant, coaching provided, attempts made, and failures and successes encountered. The program
willhighlight learnings; publish and highlight key changes that contribute to significantly lowering a resident’s
GHG emissions and environmental impact through home electrification (building, appliances, products,
services and behavior) and other indoor and outdoor water efficiency retrofits and encourage other Milpitas
residents to learn from their neighbors and implement their own actions at home. City will also seek funding
from Silicon Valley Clean Energy to augment/enhance this budget.

Estimated costs of the program:

Fellow or intern to develop and administer program $25,000
Grant/incentive for each volunteer participant of up to $2,000 $20,000
each

Outreach and education materials include video showcases $15,000

that will serve as models to encourage other residents to
make similar electrification/sustainability retrofits.

Total $60,000

Parks ($350,000)

While the current ARPA Investment Plan allocates a signification amount of $4.4 million (or 26%) of the total
$16.7 million Milpitas ARPA funding, there has been Council discussion of funding an additional $350,000 to
complete short-time improvements for the remaining six parks that were determined to be in poor condition.
ARPA could be a funding source, albeit it may be difficult to re-allocate up to $350,000 from the existing Five
Investment Areas. An additional consideration is staff capacity to deliver these projects within the required
timeline.

Potential Re-allocation From Milpitas ARPA Programs

Since the City received its first tranche of ARPA funding in June 2021, more information, opportunities, and
priorities present themselves which weren’t known when the 25 ARPA funded programs were authorized.
Accordingly, Council may want to consider re-allocation from some programs such as Main Street
Revitalization, Chamber of Commerce and Community Events.

Main St. Revitalization -- Since spring 2020, the Pilot Storefront Improvement Grant Program (See Attachment
1 for additional information) has been underway. This $50,000 program is funded by the Community Benefit
Fund. The Pilot Program’s purpose is to improve the appearance of commercial storefronts to encourage
economic vitality, enhance business marketability, increase property values, and attract residents, visitors, and
new businesses to the enhanced business district. The Pilot Program is designed to benefit businesses located
on Main Street and be a catalyst for future investment in the downtown and Main Street Revitalization. While
there have been applicants and some interest in the Pilot Program, based upon the information to date, it
appears the current ARPA allocation of $400,000 to Main St. Revitalization may not be expediently deployed
as intended. Council may want to consider reducing this amount to $300,000 and reallocating $70,000 to the
BID study and the remaining $30,000 to other Main Street Revitalization efforts. This will allow for longer term




enhancements and services on Main Street, contingent on the businesses agreeing to form a BID, and will play
an important role in the revitalization of Main Street through infrastructure improvements, landscaping,
branding and economic vitality elements.

Chamber of Commerce — The Council approved a $200,000 ARPA financial contribution to the Milpitas
Chamber of Commerce (Chamber) to support the business community. Based on City Council interest and the
Chamber’s available resources, the Chamber proposed using the funding for a Job Fair in September 2021,
Crab Feed in March 2022, an Art and Wine Festival in May 2022, and quarterly Business Workshops. Funding
was also anticipated to be used for an event consultant.

Due to the pandemic’s public health and safety concerns, availability of financial and human resources, and
interest by the business community, the Chamber is experiencing challenges in scheduling and implementation
of previously proposed events and programs. Event and program dates continue to be in flux.

ARPA is governed by federal rules and has rigorous reporting and compliance requirements. The ARPA
Investment Plan envisioned the Chamber as a beneficiary. Unlike sub-recipients, beneficiaries do not require a
competitive procurement process and the reporting requirements are less rigorous. As stated above, the
Council was interested in having the Chamber use the money towards specific events and activities. Given the
funding amount of $200,000 and the potential appearance of the Chamber delivering services on behalf of the
City, the Chamber could be classified as a sub-recipient. This would require a competitive solicitation (with no
guarantee of the Chamber receiving the funding), specific commitments on deliverables and rigorous reporting
requirements.

Given the possibility that the City may be required to classify the scope of work as attributable to a sub-
recipient, it could trigger a competitive procurement. Even if the Chamber is the successful sub-recipient, it
could result in challenges around reporting given the uncertainty around the specific programs and events. In
light of this information, Council may want to consider reducing the amount of funding and allowing for more
flexibility in what the funding could be used for. This would support the Chamber being classified as a
beneficiary.

Community Events — Council approved $200,000 in ARPA funding for Community Events to support business
revitalization. Funding would provide enhancements to the July 4th 2022 celebrations with the addition of a
Ferris Wheel and a parade, four pop-up events related to agriculture, art walks, and camping in the park,
cultural events reflective of our community such as Holi, Hoi An (Viethamese Lantern Festival), and Dia de los
Muertos (Day of the Dead). $70,000 of this funding is already committed for the first year, leaving $62,000 of
uncommitted funds for year 1. For all three program years, there is a total of $130,000 of uncommitted funds.
An example of an event that could be considered for funding in lieu of other community events is a 3-Day
Roller Skating Summer Event, estimated at $105,000 and recently approved by Council as a priority item.

Uncommitted estimated costs of ARPA Community Events are:

4" of July Enhancements Ferris Wheel (3-year funding),
Parade (1-year funding) $75,000
Earth Day/Agriculture (3-year funding) $7,500
Art Walk/Project Event (2-year funding) $5,000
Camping in the Park (3-year funding) $10,500
Holi Event (2-year funding) $6,000
Lantern Festival (2-year funding) $8,000
Day of the Dead (2-year funding) $6,000
Marketing & Outreach (3-year funding) $12,000
Total $130,000




TABLE 1: SUMMARY OF ARPA INVESTMENT PLAN - as of January 11, 2022 (For Reference)

No. Program/Activity Proposed FY 21-22 Estimated
Funding Funding Time
Community Services
1. | Rent relief and mortgage assistance to low and $1,200,000 $600,000 2 years
moderate income residents — related to pandemic
2. | Social services — mental health services, services for $500,000 $125,000 3 years
domestic violence and abuse victims and LGBTQ
plus community, senior nutrition program
3. | Financial assistance to low and moderate income $400,000 $100,000 3 years
residents for utility payments, recreation classes, and
digital access
4a. | Beautify Milpitas program $100,000 $25,000 4 years
4b. | Weed Abatement $90,000 $90,000 1 year
5. | Pilot curbside trash pickup program $85,000 $85,000 3 months
Subtotal $2,375,000 $1,025,000
Economic Vitality
6. | Small business assistance — related to pandemic $1,500,000 $1,500,000 1 year
7. | Assistance to hotels $200,000 $200,000 1 year
8. | Accessory Dwelling Unit program $1,290,000 $500,000 3 years
9. | Main Street Revitalization $500,000 $250,000 2 years
10. | Community events $200,000 $100,000 2 years
11. | Financial assistance to the Chamber of Commerce $200,000 $100,000 2 years
12. | Workforce development $300,000 $150,000 2 years
13. | Limited term Economic Development Specialist $330,000 $165,000 2 years
position
Subtotal $4,520,000 $2,965,000
Infrastructure
14. | Parks Rehabilitation $4,386,815 $2,000,000 4 years
15. | Public Safety Facilities’ Rehabilitation $250,000 - 1 year
(FY 22-23)
16. | Mobile Emergency Operations Center (in lieu of $375,000 $375,000 1 year
COVID Safe Facilities Improvements)
Subtotal $5,011,815 $2,375,000
Public Safety
17. | Public Safety staffing (funding for 2 Police and 4 Fire $1,200,000 $800,000 2 years
positions for one year)
18. | Fire Vehicles (fire pumper) $920,000 $920,000 1 year
19. | Implementation of High Priority Emergency $200,000 $100,000 2 years
Management Program Assessment Study
20. | Virtual Reality Simulator Training Equipment $50,000 $50,000 1 year
Subtotal $2,370,000 $1,870,000
Technology
21. | Human Resources Information System $1,100,000 $100,000 TBD
22. | Financial Management System $100,000 $100,000 1 year
23. | Cybersecurity programs and training $300,000 $100,000 4 years
24. | Technology infrastructure $610,000 $320,000 4 years
Subtotal $2,110,000 $620,000
Recommendations for Unassigned Allocation
25. | ARPA Funds Administration $350,000 $100,000 4 years
Subtotal $350,000 $100,000
Grand Total $16,736,815 $8,955,000




Proposed process for future changes to the ARPA Investment Plan

While on August 9, Council approved funding for 25 programs in the ARPA Investment Plan and delegated
authority to the City Manager to proceed with appropriation actions and contract approvals, up to the approved
amount for each program approved by Council, Staff recommends an annual review of the ARPA funding
allocation as a part of the annual budget development. The fiscal year 2022-23 budget development is
currently underway, and Staff is requesting Council consideration of these and other priorities which may
warrant ARPA funding re-allocation. This is the proposed process for ARPA funding, which would align with
the citywide budget development and also maximizes efficacy of budget management and service delivery.

Policy Alternative:
Alternative 1: Do not approved the proposed process for future changes to the ARPA Investment Plan.

Pros: Provides additional flexibility to change the ARPA Investment Plan.

Cons: As ARPA funds are expended for the various programs and projects, it will not be efficient or at times
even feasible to continue to re-allocate funding.

Reason for not Recommending: Considering any re-allocation of ARPA funding through the budget process
will allow Council to consider the funding in the context of all priorities. This process will also allow for more
efficient use of staff time.

Fiscal Impact:
The ARPA allocation to the City is in the amount of $16,736,815. Re-allocation of funding does not impact the
total ARPA revenue and/or appropriation.

California Environmental Quality Act:

This item is not a Project under CEQA in accordance with CEQA Guidelines Section 15061(b)(3) (Common
Sense Exemption) as it can be seen with certainty that a general discussion of funding priorities by the City
Council will not have a significant effect on the environment. Further, the item is also not a Project pursuant to
CEQA Guidelines Section 15378(b)(2) as an administrative activity which is defined in the CEQA Guidelines to
include the purchase of supplies and personnel related actions. It is further exempt under CEQA Guideline
15378(b)(4) as it is a government fiscal activity that does not involve a commitment to any specific project
which may result in a potentially significant physical impact on the environment. Although the use of funding
will be discussed for various potential projects, future environmental analysis will be conducted for the various
potential projects prior to the City making any commitment or approval of any project, or it is covered by the
CEQA Guideline 15061(b)(3) and/or 15378(b)(2).

Recommendations:
1. Consider Council priority items for American Rescue Plan Act (ARPA) funding and provide direction to
staff on any required modifications to the ARPA Investment Plan to allow for the additional allocation
2. Review and provide input to staff on proposed process for future changes to the ARPA Investment Plan

Attachments
Attachment 1 — Storefront Grant Program



