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Following heated debate in the House and Senate, a compromise version of the American
Recovery and Reinvestment Act, popularly known as the Economic Stimulus Package, was been
approved by Congress and signed by President Obama in Denver on Tuesday February 17, 20009.
The measure passed the House by a vote of 246-183, and the Senate by a vote of 60-38. In each
house, the package passed on a party line vote, with no Republicans voting in support of the
Recovery and Reinvestment Act in the House and only the three moderate Republicans (Senators
Collins (ME), Snowe (ME) and Spector (PA) who were involved in the compromise negotiations
voting for the bill in the Senate.

Preliminary calculations show that Colorado stands to benefit with more than $2.9 Billion in
direct spending assistance, most of which will take place over the next two years. These funds
will help close the current $631.9 Million budget shortfall as of the second quarter of the current
2009 fiscal year and the projected 2010 deficit.

Stimulus Background

The final overall package has a price tag of roughly $787 Billion, of which nearly 65 percent
goes directly to spending and 35 percent goes to individual and business tax benefits. Colorado is
set to receive significant money for its safety net programs, such as food stamps and Medicaid,
along with funding for school modernization and public education, housing assistance, and child
care programs.

The stated purposed of the Recovery Act are to:

e Preserve and create jobs and promote economic recovery;

e Assist those most impacted by the recession;

e Provide investments needed to increase economic efficiency by spurring technological
advances in science and health;

e Invest in transportation, environmental protection and other infrastructure that will
provide long-term economic benefits; and

e Stabilize state and local government budgets, in order to minimize and avoid reductions
in essential services and counterproductive state and local tax increases.
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State Spending

Stimulus provisions began immediately, with some spending retroactive to October 2008, which
will help Colorado and other states fill existing budget holes while also decreasing future
shortfalls. Federal agencies will allocate the funds in five ways:

1) formula (FMAP, State Fiscal Stabilization Funds, Highway Infrastructure Investment); 2)
competition (National Institutes of Health, Broadband Program, National Science Foundation);
3) demand (Ul, Food Stamps, Small Business Loans); 4) one time automatic disbursements
(Social Security, Veterans and Supplemental Security Income beneficiaries); and 5) agency plan
(Environmental clean up, etc.).

The public will be able to track spending from the Act that occurs within 18 months of the
enactment through Recovery.gov.

Projected Timing of Federal Recovery Act Funding Made Available to States and Localities by Fiscal Year®

Dollars in billions
120

100

0]

60

40

20

[ | —

2009 2010 2011 2012 2013 2014 2015 2016
Fiscal year

Source: GAC analysis of CBO and FFIS data

! Government Accountability Office, “Recovery Act: As Initial Implementation Unfolds in States and Localities,
Continued Attention to Accountability Issues is Essential,” GAO 09-580 April 2009.
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In Colorado, Governor Ritter has established an ARRA Economic Recovery and Accountability
board that will provide oversight and accountability for the funds. A website has been
established and will be updated regularly. www.colorado.gov/recovery.

Below is a brief overview of the major stimulus spending provisions and how Colorado should
be affected over the next several fiscal years (this is not inclusive of all provisions of the
stimulus package).

State Fiscal Stabilization: Colorado will receive roughly $760 Million over the next two
fiscal years in order to prevent cuts to existing programs and services, most notably
education programs. This is a significant decrease from the original House version of the
bill, which would have provided Colorado with just over $1 Billion. ? Funds are available
to states immediately, and must be spent within two years.

These fiscal stabilization grants are divided into two categories—Education and General
Purpose, or “Flex Fund.” Education grants amount to $621 Million over two years. This
is an increase from both the Senate and House versions, mainly a result of school
construction and modernization funding being merged with the education grants (these
were initially a separate $136.4 Million). Education grants can be spent to backfill budget
shortfalls and allow Colorado to continue building schools, retaining teachers, and
improving technology in the classroom.

The other $138 Million Colorado will receive in stabilization funding is for general
purposes, and can be spent on healthcare, human services, and other programs that have
seen their budgets slashed due to the recession and budget cuts. These grants are crucial
to maintaining service levels around the state for Colorado’s most vulnerable populations.
These funds can also be used for school modernization, renovation and repair.

Education: In addition to the fiscal stabilization grants, Colorado will receive education
funding for two specific programs—3$140.9 Million for Title 1 assistance to
disadvantaged students (direct grants to LEAs and school improvement) and $160.9
Million for special education programs, including funds for preschool, through the
Individuals with Disabilities Education Act (IDEA). These funds can only be used for
Title 1 and IDEA programs, and will be disbursed through local school districts.

Medicaid: Overall, Medicaid assistance is the largest expenditure to Colorado in the
stimulus package. Medicaid spending provides necessary healthcare to low-income
individuals and families across the state, and the federal government helps Colorado pay
for these programs by matching the amount of money the state spends.

The stimulus package will provide an estimated $880 Million to Colorado over the nine
quarters beginning in October 2008 (part of the funds are retroactive), or $97.7 Million

2 Center on Budget and Policy Priorities estimate February 13, 2009.
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http://www.colorado.gov/recovery

every three months until December 31, 2010. The money will go to increasing the
federal government’s share of Medicaid spending through increasing the FMAP, or
Federal Medical Assistance Percentage. This money will be adjusted every quarter,
however, to take into account a state’s fiscal situation. As a condition of these new
dollars, Colorado will have to “hold harmless” its existing funding, which means that
eligibility levels will have to be maintained as they were on July 1, 2008.

Food Stamps and Other Nutrition Programs: Food stamp assistance provides the
single greatest “bang for our buck”, because low-income families in need will
immediately use these benefits to purchase food items. This not only provides
nourishment for their families, but also injects needed money into local economies. Each
dollar in food stamps, according to Mark Zandi of Moody’s Economy.com, generates
$1.71 in economic activity. The package also provides $2.5 Million administrative funds
to help states implement changes and manage increasing caseloads.

The stimulus will increase food stamp eligibility, including for legal immigrant families,
provide administrative assistance, and increase benefits by up to 14 percent. Colorado
could see an additional $181 Million in increased benefits over the next four years, which
will provide up to 277,000 families with help purchasing food. This is less than the
original stimulus package, but will still provide important food and nutrition assistance
for Colorado’s vulnerable families.

Please note that this benefit will only be available to Colorado if the state is able to
resolve the many challenges with CBMS and allow eligible families to receive
benefits.

In addition, Colorado could receive up to $1.67 Million in Elderly Nutrition services,
$1.0 Million for School Lunch Equipment, $1.3 Million for Emergency Food and Shelter
and $1.35 Million in Commaodity Assistance/The Emergency Food Assistance Program
(TFAP).

Housing: Colorado stands to receive over $70 Million in various housing assistance.
Colorado will receive $15.6 Million for homelessness prevention over the next two years
to assist families who have lost their homes during the recession. This money can be
distributed to homelessness prevention programs and emergency shelters. The Center on
Budget and Policy Priorities estimates that this small amount of money will provide
3,100 families with housing assistance.

In addition, Colorado will receive $17.7 Million in Public Housing Capital Funds, $27.3
Million in HOME Investment Partnership Programs to build affordable housing, and
roughly $10 Million in entitlement and non-entitlement Community Development Block
Grant funds.

The conference agreement also contained McKinney-Vento funds (education homeless)
and Colorado stands to receive $1.2 Million.
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Additionally, Colorado families could benefit from the expansion of the homebuyer’s tax
credit, which will provide up to an $8,000 tax credit for families who purchase their first
home within the next year.

Child Care & Head Start: Colorado will gain $24.3 Million in Child Care and
Development Block Grant Funds (CCDBG). These funds that will not require a match
will help Colorado subsidize child care for children in low-income working families and
low-income families with parents involved in job retraining or education. Some of this
money is targeted to improving the quality of care for infants and toddlers.

Colorado children will also benefit from an additional $8.1 Million for Head Start
programs in the state.

Transportation and Infrastructure: Colorado stands to receive more than $507 Million
over the next two years for infrastructure and transportation spending.

$403.9 Million of this will go to highway and bridge repair and construction, some of
which is specifically targeted to underserved rural areas. Another $102.7 Million will be
given to the state in Transit Capital Grants, to begin new projects in public transportation,
such as busing and rail programs. Finally, $753,000 will be available for Rail
Modernization.

Finally, Colorado will also see a disproportionate amount of the $7 Billion earmarked for
broadband Internet. The expansion of broadband is designed to bring Internet to rural
areas and others where Internet connectivity is difficult to maintain. If Colorado sees
even 2 percent of this funding, it could provide $140 Million for Internet and digital
infrastructure.

Energy and Environment: Colorado could gain as much as $31.8 Million for the Clean
Water State Revolving Fund, another $34.6 Million for the Drinking Water State
Revolving Fund, $99 Million for Weatherization projects and $48.3 Million in the State
Energy Program to support renewable energy and efficiency projects.

Job Training and Employment Services: The stimulus package will provide Colorado
with additional dollars for worker supports and training, including $7.3 Million for
Vocational Rehabilitation, $6.2 Million in Employment Services, $7 Million for
Education through Technology programs, $4.8 Million in Workforce Investment Act
(WIA) for Adults, another $11.9 Million WIA for Youth and $11.6 Million in aid to
dislocated workers.

Community Services Block Grant: Colorado will receive an addition $8.6 Million for
states and local governments to provide a range of supportive services for families on the
road to self-sufficiency.
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Justice and Other: Colorado stands to gain $10 Million for foster care and adoption,
another $5.9 Million for immunization, $1.7 Million crime victims assistance, $848
Thousand for internet crimes against children, $3.6 Million violence against women,
$1.2 Million for community service for older Americans, $2.7 Million for work study,
and $29.1 Million Edward Byrne Justice Assistance Grants for public safety in
municipalities and counties across the state.

Tax Credits and Income Assistance

Making Work Pay Tax Credit: This credit is the backbone of the tax assistance portion
of the stimulus package, and functions as a refundable tax credit of up to $400 for any
individual or $800 for any family, a slight reduction from the original stimulus plan.

The full credit can be claimed by almost any person making under $70,000 per year, and
a partial credit for those making between $70,000 and $82,500. For couples, the full
credit of $800 can be claimed if you make under $140,000 in a given year, and those
making up to $165,000 can apply for a partial credit.

For those Coloradans without children (who thus do not qualify for the Earned Income
Tax Credit), the Making Work Pay Tax Credit will provide needed tax relief. Almost 40
percent of all Coloradans, more than 1.8 million people, will qualify for the MWP tax
credit.

Coloradans will receive an estimated $1.9 Billion as a result of this credit.®

Child Tax Credit: Current restrictions make this tax credit only partially refundable
while also leaving thousands of the most needy families without assistance. The stimulus
will expand its availability, making families eligible for the credit with the first dollar
they make in income. Any family that makes over $16,333 in a year will receive the full
$1,000 refundable tax credit, and any family making more than $3,000 in a year is
eligible for a partial tax credit. Over 191,000 children in Colorado are estimated to
benefit from this simple and necessary expansion, according to the Center on Budget and
Policy Priorities.

The value of this credit to Coloradans is estimated to be $163 million.

Supplemental Security Income: SSI is a program that provides income assistance and
security for people with disabilities and the elderly. The stimulus will provide those who
already receive SSI assistance with a one-time benefit increase of $450 for individuals,
or $630 for couples. This costs a mere $33.4 Million in 2009, and will provide help to
58,600 families. Most importantly, those with low incomes are most likely to spend this
assistance immediately on basic necessities, providing the most immediate stimulus
effects compared to any other expenditure.

® Center for American Progress
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e Unemployment Insurance: The stimulus also calls for an increase in Ul benefits of $25
per week for all individuals receiving unemployment. According to the National
Employment Law Project, that could mean that more than 173,000 unemployed
Coloradans have that much more to pay bills while they look for work. The stimulus also
makes the first $2,400 in benefits tax-free, providing small but important tax relief to
those pushed out of work because of the current recession.

Finally, the stimulus package included the Unemployment Insurance Modernization Act,
which provides a total of $7 billion in financial incentives to states to close major gaps in
the unemployment insurance system. It also provides $500 million to aid states in
improving administrative systems in order to better serve unemployed workers.

There are a limited number of improvements that are needed in Colorado in order to
collect more than $127.5 million in UIMA financial incentives. In addition, Colorado
will receive almost $9 Million for administrative needs, such as more technicians to
assist with increased claims.

e Alternative Minimum Tax Patch: A provision not in the House package, but a large
portion of the Senate package, is a “patch” of the Alternative Minimum Tax, which will
shield some middle and many upper-middle class families from paying additional income
tax in 2009. This provision, though lacking in immediate stimulative effect, was included
in the compromise bill and will cost roughly $70 Billion.

The Center for American Progress estimates that the AMT will provide $1.1 Billion in
tax benefit to Colorado.

Conclusions

Though the stimulus relies slightly too heavily on tax credits and breaks that have less of a
stimulating effect on the economy than direct spending, the bill will provide dramatic fiscal relief
for Colorado families and the state government. By putting money in the hands of our most
vulnerable, through food stamps and Medicaid assistance, by creating jobs in needed sectors like
construction through transportation spending, and by investing in our future through public
education and some (though not an optimal amount) of money for school construction, the
stimulus represents a down-payment on necessary improvements for Colorado and its families.

The bill is far from perfect, but its creation and expansion of refundable tax credits, Ul benefits,
SSI income, and other safety net programs are to be applauded. It is a promising first step to
making these programs solvent for our future, to ensure that all Coloradans come out of the
recession better off and more prepared to compete than they were going into it.
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ARRA State Allocations ($ in thousands)
COLORADO TOTAL
Medicaid FMAP 2009 313,036 | $32,464,215
Medicaid FMAP 2010/11 513,624 | $47,601,188
Medicaid DSH 4,587 $548,302
Foster Care/Adoption 10,092 $843,468
Immunization 5,909 $300,000
Fiscal Stabilization Education 621,878 | $39,743,348
Fiscal Stabilization General Purpose 138,364 | $8,842,652
Title I Grants to LEAs 110,906 | $9,927,686
Title 1 School Improvement 30,002 | $2,980,018
Special Education Part B 148,731 | $11,300,000
Special Education Part B-Preschool 5,281 $400,000
Special Education Part C 6,950 $428,086
Ed. Tech. 7,030 $645,125
McKinney-Vento (Ed for Homeless) 1,220 $69,231
Work Study 2,733 $199,925
Voc. Rehab. 7,307 $540,000
Independent Living 243 $18,018
Highways & Bridges 403,924 | $26,810,000
Transit Capital Grants Urban 90,223 | $5,967,852
Transit Capital Grants Rural 12,492 $765,848
Transit Capital Grant s Total 102,716 | $6,733,700
Rail Modernization (Fixed Guideway) 753 $742,500
Drinking Water SRF 34,352 | $1,950,000
Clean Water SRF 31,592 | $3,899,928
Weatherization 81,119 | $4,826,500
State Energy Program 48,326 | $3,100,000
Emergency Food & Shelter 1,305 $99,000
TEFAP 1,353 $100,000
Food Stamp Admin. 2,500 $290,800
School Lunch Equipment 1,075 $89,913
Elderly Nutrition 1,677 $97,711
Child Care 24,312 | $1,955,092
Head Start 8,147 $663,262
Community Services BG 8,685 $979,623
Public Housing Capital Fund 17,692 | $2,999,045
CDBG Entitlement 7,455 $700,000
CDBG Non-Entitlement 2,921 $300,000
HOME 27,312 | $2,250,000
Homelessness Prevention 15,569 | $1,496,998
Crime Victims Assistance Grants 819 $47,500
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ARRA State Allocations ($ in thousands)
COLORADO TOTAL
Crime Victims Compensation 958 $47,500
Internet Crimes Against Children 848 $49,992
Violence Against Women 3,619 $225,000
Byrne/JAG 29,161 | $1,978,400
Ul State Admin. 8,790 $499,975
Employment Service 6,203 $397,062
Services for Older Americans 1,224 $120,000
WIA Adult 4,841 $500,000
WIA Youth 11,995 | $1,182,000
Dislocated Workers 10,502 | $1,250,000
Total 2,932,354 | 223,232,764
Ul Modernization 127,000 | $7,000,000
Food Stamp Benefits 181,000 | $19,255,000
Child Support Enforcement 19,100 | $1,776,900
Does not include competitive grants, tax benefits or one time automatic disbursements.
FFIS Federal Funds Information for States, Center on Budget and Policy Priorities,
Center for Law and Social Policy and Recovery.gov.

An excellent summary of ARRA provisions is available from the Council of State Governments
at http://www.staterecovery.org/federal-assistance.

Contact:

Kathy White
Colorado Fiscal Policy Institute
kwhite@cclponline.org
303.573.5669 x303

www.cclponline.org
http://coloradopolicymatters.blogspot.com
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