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I.
Introduction:  

On Thursday, March 5, 2009, the Committee on Finance, chaired by Council Member David I. Weprin, and the Committee on Economic Development, chaired by Council Member Thomas White Jr., will hold a joint oversight hearing entitled “The Impact of the Federal Economic Stimulus Package on New York City - Update.”  

Those invited to testify include the Director of the Mayor’s Office of Operations, representatives of the Independent Budget Office, The Coalition to Keep New York City Working, the United Federation of Teachers, the New York Building Congress, the Regional Plan Association, the Building & Construction Trades Council of Greater New York and the Citizens Budget Commission, as well as representatives of other concerned community, labor, and non-profit groups.

II.
Federal Legislation – United States House of Representatives


On January 28, 2008, the United States House of Representatives (House) passed the American Recovery and Reinvestment Act of 2009 (ARRA of 2009).  Characterized as the first step in a concerted effort to create and save 3 to 4 million jobs, jumpstart the economy, and begin the process of transforming it for the 21st century with $275 billion in economic recovery tax cuts and $550 billion in targeted priority investments, the legislation “targets investments to key areas that will create and preserve good jobs at the same time as it is strengthening the ability of this economy to become more efficient and produce more opportunities for employment.”


House Appropriations Committee Chairman David Obey stated “[t]he economy is in such trouble that, even with passage of this package, unemployment rates are expected to rise to between eight and nine percent this year. Without this package, we are warned that unemployment could explode to near eleven percent. With passage of this package, we will face a large deficit for years to come. Without it, those deficits will be devastating and we face the risk of economic chaos.”


The ARRA of 2009 contains targeted efforts in:
· Clean, Efficient, American Energy.

· Transforming our Economy with Science and Technology.

· Modernizing Roads, Bridges, Transit and Waterways.

· Education for the 21st Century.

· Tax Cuts to Make Work Pay and Create Jobs.

· Lowering Healthcare Costs.

· Helping Workers Hurt by the Economy.

· Saving Public Sector Jobs and Protecting Vital Services.
 
III.
Federal Legislation – United States Senate


The United States Senate (Senate) passed its version of The American Recovery and Reinvestment Act of 2009 on February 10, 2009.  Senate Appropriation Committee Chairman Daniel K. Inouye stated, “The American Recovery and Reinvestment Act of 2009 combines two essential ingredients needed to bring our economy back to life.  We will create four million jobs in the near-term, and invest in America’s future by rebuilding our crumbling infrastructure for the long-term.  This bill includes more than $301 billion to aid state and local governments as they struggle to meet increasing demand for social services amidst plummeting tax revenues.”
  

“To accomplish these goals, The American Recovery and Reinvestment Act provides $888 billion in investments and tax cuts.  Of this total, $694 billion will enter the economy by the end of federal Fiscal Year 2010, meaning that 78 percent of the monies allocated will reach the American people by September 30, 2010, providing an immediate boost to the overall economy and creating an estimated four million jobs.”


The Act provides for the following critical investments:
· Tax cuts for Working Families - $247 billion. 

· Job-creating Investments in Infrastructure and Science - $165 billion.

· Job-creating Investments in Health - $153 billion.

· Job-creating Investments in Education and Training - $138 billion.

· Job-creating Investments for an Energy Independent America - $82 billion.

· Job-creating Tax Cuts for Small Businesses - $21 billion.

· Helping Americans Hit Hard by the Economic Crisis - $72 billion.
· Law Enforcement, Oversight, Other Programs - $10 billion.

IV.
Priorities for New York City – Mayor’s Office of Federal Legislative 
Affairs

Mayor Michael R. Bloomberg released a report, Federal Economic Recovery Bill: Priorities for the City of New York, (Mayor’s Report), which contained recommendations for a series of federal investments to successfully stimulate the economy in the short-term and enable local governments to build a new generation of infrastructure and repair and upgrade vital assets that are essential to our future national competitiveness. “Investments in infrastructure should be prioritized to ‘fix it first’ so that we can get shovels in the ground quickly and create immediate jobs.”


Mayor Bloomberg pointed out that “as the largest metropolitan area in the United States, New York City faces a particularly pronounced downturn. National job losses are expected to be disproportionately concentrated in New York City, not only due to the City’s reliance on the financial services industry and real estate sector, but also as tourism, construction, and hospitality jobs are lost. One measure of the difficulties facing New Yorkers is the effect the economic downturn has had on the City budget. In November, the City projected a $1.3 billion budget gap for FY 2010 and a $5 billion gap in FY 2011. After a continued decline in tax revenues and a proposed state budget that reduces local state aid and shifts more expenses to localities, these gaps are expected to increase in the coming months. The FY2010 budget gap is expected to grow to as high as $4 billion.”
 


The Mayor’s Report summarizes the priorities, listed below, and states “the City will prepare the appropriate documentation and priority distinction once a recovery package is signed into law.”
   
1. Invest in ready-to-go public infrastructure


Allocating federal funding to infrastructure will create millions of new jobs in the short term and enable local governments to build a new generation of infrastructure and repair and upgrade vital assets that are essential to the day-to-day functioning of the City and our future national competitiveness. Investments in infrastructure should be prioritized to “fix it first” so that we can get shovels in the ground quickly and create immediate jobs.  New infrastructure should seek to make us more sustainable, including a focus on mass transit and passenger rail improvements, water and sewer infrastructure, environmental stewardship and energy efficiency initiatives.

To maximize the effectiveness of the federal recovery package, Mayor Bloomberg recommends that Congress and the Administration provide funds directly to local governments, modify federal funding programs to speed project delivery and increase flexibility, provide funding through allocation formulas that recognize the unique needs of cities, and expand the number of federal programs through which funding is available.
2. Provide city fiscal assistance


Municipal budgets have been particularly hard hit by the economic downturn. To address its shortfalls, the City has enacted numerous budget cuts over the past year and a half, and recently directed agencies to reduce spending by another 7 percent, or $1.4 billion, for City FY 2010.  In the past, core services in urban areas have been dramatically cut during prolonged economic recessions. This contributed to increases in crime, which caused residents and jobs to leave urban areas, further eroding municipal tax bases.  To ensure that cities continue to function as economic engines, core services such as police and fire protection and education must remain funded, taxes in urban areas must be held to a reasonable level, and municipalities need to continue to operate under balanced budgets.  The federal government can assist cities by paying a larger share of Medicaid costs through a temporary increase in the Federal Medical Assistance Percentages (FMAPs), providing resources directly to cities, and provide an offset to localities for unpaid taxes from federal tax refunds. 

3. Strengthen municipal credit markets


The credit crisis has severely impaired the ability of state and local governments to finance new construction and investments.  In addition, when state and local governments have been able to issue bonds, it has resulted in high borrowing rates for those states and localities and a loss of liquidity for investors, especially for products like auction rate securities.  To address these problems, Congress and the administration can take several low-cost steps to lower state and local borrowing costs and allow new construction projects awaiting financing to move forward and help stimulate the economy.

In the last few months, a variety of forces have significantly diminished the pool of investors seeking to purchase state and local bonds, which are a critical tool to finance infrastructure in the United States.  Limited demand by municipal market investors makes it difficult for New York City, and local governments nationwide, to maintain the volume of borrowing necessary to fund critical job creating capital and infrastructure projects.  


Federal attention in response to the economic crisis has focused on the recapitalization of the commercial banks, on markets for corporate debt, and more recently on consumer credit.  Municipal markets have been absent from the conversation, putting job-producing local government capital and infrastructure projects at risk.  There are a few no-cost or low-cost steps that the federal government can take to deepen investor demand for these bonds, allowing states and localities to invest in job-creating capital projects without raising taxes:
· Increase Institutional Demand by Restoring Interest Deductibility for Commercial Banks
· Backstop State and Local Variable-Rate Demand Obligations (VRDOs)
· Sell Outstanding Auction Rate Securities to the TARP Program
· Enable Municipalities to Lower Debt Costs through Refinancing
· Enable Federal Entities to Provide Greater Credit Support for Municipal Investments.
4. Target workforce development


Human capital development and job placement in growing and emerging sectors is one of the key ways to stimulate the economy and keep urban areas thriving.  This can include efforts to train, educate, and place workers into jobs that build a stronger, greener economy.  New York City already has a strong foundation for job training and can use its current infrastructure to both leverage existing job-training possibilities and explore partnerships to expand beyond traditional training methods.  The federal government can support these efforts by directing funding through a new urban innovation fund and by supporting small businesses that drive the local economy.
5. Enhance social service programs


A federal recovery package that focuses on maintaining and creating jobs, as well as shoring up social safety net programs like unemployment and food stamp benefits, will have the greatest impact on restoring workforce confidence and increasing consumer spending. Additionally,  Low-income workers and families will face higher unemployment rates in general during the downturn and may not have the savings levels to get them through tough economic times.  These families are among the most vulnerable during a recession and specific programs should provide targeted relief.  In addition, expansion of the Earned Income Tax Credit can provide valuable refundable credits to low-income families and workers, all the while encouraging deeper workforce engagement.

V.
Update-March 5, 2009

On Monday, February 9, 2009, the Economic Development Committee held a hearing entitled “The Impact of the Federal Economic Stimulus Package on New York City.”  On February 13, 2009, the United States House of Representatives and the United States Senate approved the conference report on ARRA of 2009.  On February 17, 2009, President Obama signed the ARRA of 2009 into law.  

This legislation provides $787 billion to boost the American Economy.  New York State is expected to receive $24.6 billion of this funding.  Although many of the funding details are not 
yet available, and/or depend on decisions to be made at the State level, an assessment has been made on the known details.  ARRA provides significant aid that can be used to maintain services and close the budgetary gaps at both the City and State levels.  But for the City there are at least three different kinds of funding: 
1) Funding that will come directly or indirectly to New York City on known formulas; 
2) Funding that will come to New York State that could be passed on to the City subject to decisions of the Governor and the Legislature, and;  
3) Funding that will come through competitive grants.  

As a result, the exact amount of aid the City will receive is uncertain.

The below chart, provided by the Mayor’s Office of Management and Budget, is a comparative analysis of the impact of the ARRA of 2009 on the National, state, and local level.  It is to be noted that the numbers reflected in the below chart are current as of February 17, 2009, and are subject to change. 
Impact of the American Recovery and Reinvestment Act of 2009 ($ in millions) 

	 
	National Appropriation
	Total State Share
	State Share Retained
	Total Estimated City Award

	Expense
	 
	 
	 
	 

	Education
	 
	 
	 
	 

	State Fiscal Stabilization Grants
	$483,180.0 
	$3,186.2 
	$579.0 
	$1,094.0 

	Title I
	$10,000.0 
	$866.9 
	$58.7 
	$555.0 

	IDEA Special Ed
	$12,200.0 
	$801.6 
	$80.2 
	$228.6 

	Education Technology
	$650.0 
	$53.5 
	$2.8 
	$36.8 

	Medicaid
	 
	 
	 
	 

	Temporary FMAP increase
	$87,000.0 
	$11,800.0 
	$8,000.0 
	$2,497.0 

	Criminal Justice
	 
	 
	 
	 

	Justice Assistance Grants
	$2,000.0 
	$103.0 
	$20.0 
	$35.0 

	COPS (max 266 cadets)
	$1,000.0 
	$0.0 
	$0.0 
	$70.0 

	Violence Against Women
	$175.0 
	$7.0 
	$0.7 
	$0.5 

	Homeland Security
	 
	 
	 
	 

	Port Security
	$150.0 
	$20.3 
	$0.0 
	$5.3 

	Social Services
	 
	 
	 
	 

	Child care & Development Block Grant
	$2,000.0 
	$124.0 
	$0.0 
	$84.0 

	Head Start
	$2,100.0 
	$132.3 
	$0.0 
	$29.0 

	Title IV-E Foster Care & Adoption Reimbursement
	$870.0 
	$109.0 
	$109.0 
	$45.0 

	Food Stamps Administration
	$300.0 
	$33.0 
	$33.0 
	$22.0 

	Community Services Block Grant
	$1,000.0 
	$87.0 
	$4.4 
	$47.1 

	Community Service Employment
	$120.0 
	$4.8 
	$0.1 
	$1.2 

	 
	National Appropriation
	Total State Share
	State Share Retained
	Total Estimated City Award

	Older Americans Act
	 
	 
	 
	 

	Senior Nutrition Programs (III-C1 & C2)
	$100.0 
	$6.5 
	$1.0 
	$3.1 

	Workforce Investment Act (WIA)
	 
	 
	 
	 

	Title II-A Adult Training
	$500.0 
	$37.7 
	$5.6 
	$16.0 

	Youth
	$1,200.0 
	$80.0 
	$12.0 
	$34.0 

	Title III-Dislocated Workers Program
	$1,250.0 
	$30.8 
	$4.8 
	$13.0 

	Total WIA
	$2,950.0 
	$148.5 
	$22.4 
	$63.0 

	Housing
	 
	 
	 
	 

	Community Development Block Grant
	$1,000.0 
	$94.8 
	$13.2 
	$50.0 

	Neighborhood Stabilization
	$2,000.0 
	$51.2 
	$27.8 
	$12.4 

	Homeless Prevention Grant
	$1,500.0 
	$142.2 
	$0.0 
	$75.0 

	Lead Paint Hazard Reduction
	$100.0 
	TBD
	TBD
	$5.0 

	Environment
	 
	 
	 
	 

	Energy Efficiency/Conservation Block Grant
	$2,800.0 
	$0.0 
	$0.0 
	$140.0 

	Community Service
	 
	 
	 
	 

	Youth Build Community Service
	$50.0 
	TBD
	TBD
	TBD

	Corporation for National & Community Service
	$160.0 
	TBD
	TBD
	TBD

	National Endowment for the Arts
	$50.0 
	TBD
	TBD
	TBD

	Capital
	 
	 
	 
	 

	Highways
	$27,500.0 
	$1,120.4 
	$840.3 
	$232.5 

	Mass Transit Capital Grant (City award includes $5 million for DOT & $41.7 million for MTA Bus Company
	$8,400.0 
	$1,222.3 
	$0.0 
	$46.7 

	Clean Water Capital
	$4,000.0 
	$444.0 
	$0.0 
	$266.0 

	Drinking Water Capital
	$2,000.0 
	$90.0 
	$0.0 
	$45.0 

	Total Capital Budget
	$41,900.0 
	$2,876.7 
	$840.3 
	$590.2 

	Total
	 
	 
	 
	 

	Non-City
	 
	 
	 
	 

	Public Housing Capital Fund
	$3,000.0 
	N/A
	N/A
	$390.0 



As illustrated in the above chart, over the next two fiscal years, New York State expects to receive approximately $3.2 billion in Fiscal Stabilization Funds.  According to the Administration, in a memorandum dated February 17, 2009, $2.6 billion is dedicated to restoring education cuts, and $579 million is dedicated for general operating relief.
  If the $2.6 billion for education is allocated to local school aid through the existing Foundation Aid formulas, New York City would receive approximately $1.1 billion, or $535 million in each of the two years.
  However, if the State uses the Fiscal Stabilization funds to first restore cuts to Education made outside of the Foundation Aid formulas, the City could receive substantially less.

ARRA of 2009 also includes other education funding which will flow directly to New York City over the next two years: 
· At least $555 million through Title 1 funding for high-needs students;

· $229 million through Individuals with Disabilities Education Act (IDEA) funding;

· $37 million for education technology.


New York City should also receive at least $2 billion over the next two years in Medicaid relief.
  This will be achieved by a temporary change in the Federal Medical Assistance Percentages (FMAP).
  Although the City could receive more than $2 billion if the unemployment rate increases, any additional FMAP funding would likely be offset by a corresponding decrease in tax revenues, effectively cancelling-out any additional benefit to the City.


New York City expects to receive $35 million for criminal justice initiatives, in addition to $70 million for the Community Oriented Policing Services (COPS) program.
 If the City’s grant application is successful, New York City could use this funding to mitigate the NYPD uniformed headcount reductions included in the Preliminary Budget.


As illustrated in the chart, there are numerous allocations for social services, including child care, food stamp assistance, job training, and Head Start, which together total approximately $295 million over the next two years.
  This includes $63 million in critical workforce investment funding.
 ARRA of 2009 also includes $142 million for housing programs and $140 million for energy efficiency programs.
  In total, the City should receive at least $4.5 billion in expense funding over the next two fiscal years.
  The total could ultimately surpass $5 billion depending on various factors, including the Medicaid-unemployment rate connection, State allocation of the City’s share of the $579 million dedicated for general operating relief, and how much of the COPS funding the City receives through the grant application process.


The ARRA contains significant capital funds for highway construction, mass transit, clean water, and drinking water.   The ARRA has no earmarks, so capital fund will come though a combination of existing formulas, appropriation and competitive grants.  Once again the amounts going to the City or the Metropolitan Transportation Authority (MTA) are still not clear.  ARRA of 2009 includes a maximum of $311 million for water and sewer projects that New York City will have to apply for through the State.  New York City would prefer to receive these funds as grants, but the State could allocate up to half of this funding as non-interest loans.
  The City will also receive $233 million for transportation projects.
  In addition to this direct capital funding, City-affiliated entities are poised to receive more than $1.3 billion in capital money, which includes $390 million for the New York City Housing Authority, and more than $1 billion for the MTA.

VI.
Conclusion

During today’s hearing, the Finance and Economic Development Committees will hear testimony from Jeffrey Kay, Director of the Mayor’s Office of Operations, and other representatives of the Administration.   While much of the federal funding remains uncertain, we hope to get some clarity on information currently known, and the City’s plans on implementing and monitoring the spending of the Stimulus funds.

3/4/2009 5:47:48 PM
� United States House of Representatives, Committee on Appropriations, Chairman David Obey, Summary of American Recovery and Reinvestment as passed by the House, press release, January 28, 2009.


� Id.


� Id.


� United States Senate, Committee on Appropriations, Chairman Daniel K. Inouye, The American Recovery and Reinvestment Act of 2009, February 2, 2009.  See � HYPERLINK "http://appropriations.senate.gov/" ��http://appropriations.senate.gov/�. 





� Id.


� Id.


� Mayor Michael R. Bloomberg, William J, Daley, Director, Office of Federal Legislative Affairs, Federal Economic Recovery Bill: Priorities for the City of New York, p. 1, see � HYPERLINK "http://www.nyc.gov/html/misc/pdf/nyc_priorities_for_economic_recovery_bill.pdf" ��http://www.nyc.gov/html/misc/pdf/nyc_priorities_for_economic_recovery_bill.pdf�.





� Id.


� Id. 


� Data provided by the New York City Office of Management and Budget.  Final amounts of State share of federal appropriations remains to be determined in some cases.  City share will depend on final State share and State budget decisions. Funding amounts presented are estimates as of February 17, 2009. 


� See Edward Skyler, Deputy Mayor for Operations, February 17, 2009 Memorandum on the Federal Stimulus Funds.


� See id.


� See id.


� See id.


� See id.


� See id.


� See id.


� See id.


� See id.


� See id.


� See id. 


� See id.


� See id.


� See id.


� See id.


� See id.





PAGE  
13

