MONTCLAIR

December 5, 2013

TO:

FROM:

Honorable Mayor and City Council

Edward C. Starr, City Manager

SUBJECT: WEEKLY REPORT: November 29-December 5, 2013

> CITY MANAGER/ADMINISTRATIVE SERVICES DEPARTMENTS

In recent weeks, it has been brought to my attention that erroneous and/or
fabricated rumors are circulating regarding the City’s fiscal operations.
One rumor suggests Montclair received approximately $3 million in fees
related to The Paseos at Montclair North housing project currently under
development and that the fees were not reported in the City's Fiscal
Year 2012-13 Budget. In fact, the City received approximately $2.9 million
in development fees during the latter part of Fiscal Year 2011-12. Of this
total, approximately $2.6 million is restricted and held as pass-through for
other agencies—these revenues are not available to the City of Montclair for
any purpose.

Earlier this week, in a move that may prove to be a significant revenue
boost to state and local governments, the U.S. Supreme Court chose to
remain out of the multibillion-dollar battle over Internet sales taxes by
leaving intact a New York law forcing Amazon.com and other retail Internet
service providers to collect tax dollars from customers in that state.

In the matter of Amazon.com v. New York State Department of Taxation,
the Court's decision to let stand lower court rulings is expected to have a
monumental impact on retail Internet businesses and their ability to
undercut traditional brick-and-mortar stores by offering immediate price
reductions through a business model that allowed for the noncollection of
taxes.

The justices made no comment in rejecting appeals by Amazon and
Overstock.com, another Internet retailer. Lawyers for Amazon had
argued the law, upheld by New York's Court of Appeals, violates the



U.S. Constitution by demanding tax collection from businesses that do not
have facilities in the state.

Although Amazon has agreed to collect taxes in 16 states, including
California, where it has set up distribution centers, the company is resisting
efforts by other states to impose sales taxes unilaterally.

Collectively, economists estimate states nationwide lose an estimated
$23 billion a year in uncollected sales taxes from web retailers—a total that
will only increase significantly as more and more shoppers shift their buying
habits to online purchases.

The Court's refusal now leaves it to Congress to craft a nationwide
approach to the Internet sales tax issue—a challenge Congress has
demonstrated little appetite for since the Internet emerged as a focal point
for retail sales.

Amazon's challenge of the New York statute was based on a 1992
U.S. Supreme Court case involving a mail order company. In that case, the
Court ruled retailers can be forced to collect a tax only in states where they
have a "physical presence." The decision predated the emergence of large-
scale online purchases.

Expansion of Internet retail transactions has increased the stakes by taking
tens of billions of dollars from state and local governments. New York alone
lost $1.8 billion in 2012 on Internet and catalog sales according to the
National Conference of State Legislatures.

Technically, customers are required to pay a "use tax" directly to their
respective states when making online purchases; however, the vast majority
of Internet customers fail to pay the tax unless it is collected by the Internet
retailer.

The Supreme Court action validates efforts to treat both online and brick-
and-mortar retailers equally and fairly by requiring all retailers to collect
sales taxes. Under the New York law challenged by Amazon, retailers
without a physical presence in that state must collect taxes if they use a
resident of the state to solicit business online. Amazon is subject to the law
because it gets business through New York-based affiliates, paying them
commissions for hosting online links to Amazon.com.

The New York Court of Appeals said affiliation agreements had the effect of
creating an in-state sales force. In response to the Court of Appeals’'
decision, Overstock.com suspended its affiliates program in New York.
However, Overstock is now looking to reestablish affiliate programs so it
could generate more business in New York and other states.



Amazon and Overstock sued to challenge the New York law soon after it
was enacted, arguing the measure violates the Constitution's commerce
clause, which the Supreme Court interprets to limit state taxing power. The
Court has said taxes must bear a "substantial nexus” to activity within the
taxing state.

Amazon has had a practice of striking deals with states where it has or
plans to add distribution centers. Such a deal was struck with Governor
Brown following legislative efforts to require that Amazon collect sales taxes
for in-state purchases made by California residents. In 2011, Amazon
threatened to back a statewide initiative to overturn the legislative bill but
reversed position after Governor Brown agreed to put the bill on hold for one
year if Amazon agreed to drop its initiative drive and collect sales taxes after
the moratorium expired. Amazon has since opened three distribution
centers in California. Nationwide, the company has spent $14 billion to
construct 50 new facilities since 2010.

Amazon and other online retailers are in support of federal legislation that
would explicitly let states require tax collections by all online retailers above
a certain size—those that earn more than $1 million annually in revenue.
Amazon is in favor of having to deal with a single bureaucracy rather than
50 separate state entities and each of their various local governments.
Other supporters include the International Council of Shopping Centers;
National Retail Federation; Best Buy Co.; Macy's, Inc.; The Container Store
Group, Inc.; and Wal-Mart Stores, Inc.

In May, the U.S. Senate did pass the Amazon-backed legislation; however,
opponents in the House of Representatives vowed to fight. The Senate bill
would protect states' rights to make their own revenue policy choices,
allowing them to collect sales taxes on Internet-based retail activity.

The House judiciary Committee has not held a hearing or released a
schedule for considering the measure. The Committee's Chair is insisting
on major changes to the Senate bill. Present policy differences between the
Senate and House suggest there will be no legislative solution to the issue
anytime soon.

> HUMAN SERVICES DEPARTMENT

. Tonight at 6:00 p.m. is the City's Annual Christmas Tree Lighting Ceremony
and visit with Santa and Mrs. Claus at the Youth Center. Complimentary
family pictures with Santa and Mrs. Claus will be taken outdoors while
refreshments and the letters to Santa station will take place inside. The
event will also include a Christmas carol sing-along. See you there!

. Dashing Through Montclair will be held this Saturday, December 7, 2013.
Santa's sleigh will leave the Police Department at 11:00 a.m.; dash away
along City streets; and make stops at Lehigh Elementary School and Essex,
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. Saratoga, Alma Hofman, and MacArthur Parks. Santa will be greeting
residents and elves will be collecting new toy donations at each stop along
the route. The toys will be distributed to needy Montclair children as part of
the City's annual Toy and Food Basket Program. The final stop will be at
the Police Department at 6:00 p.m. and will include cookies and cider and a
holiday sing-along by Montclair Youth Center kids. To see Santa's route
and stops and to live track his sleigh online during the event, visit
www.cityofmontclair.org/dashingthroughmontclair or call (909) 625-9479.

. Last Thursday afternoon, the Senior Center held a "Healthy Cooking for
Seniors" workshop presented by Home Instead Senior Care. Seniors were
given information on the ten warning signs that older adults are not eating
properly and were taught the staple foods they should always have at home
to maintain a healthy diet. The presenters demonstrated how to make a
healthy, delicious tuna melt sandwich, which was sampled by participants.
Those in attendance had the opportunity to win door prizes.

. Yesterday, the Montclair Walkers held their annual Christmas gift exchange
potluck at the Senior Center. Seniors were treated to Christmas carols by
the Montclair Walkers Choral Group, delicious food, games, and a visit from
Santa.

Photographs are featured on page 8.

. The Montclair Community Action Committee is once again sponsoring the
Annual Holiday Home Decoration Contest. All entries are due by Friday,
December 6, 2013. Entries will be judged by the Community Action
Committee on Monday, December 9, 2013. Winners will be announced at
the December 16, 2013 City Council meeting at 7:00 p.m.

All nominees must live in Montclair and not have won for the last three
years. Entry forms are available online at www.cityofmontclair.org or from
the Montclair Human Services Department (Recreation facility). For more
information, call (909) 625-9479.

COMMUNITY DEVELOPMENT DEPARTMENT

. According to leasing staff at The Paseos, all the one-bedroom units
scheduled to be released in Building 4 (scheduled to be completed at the
end of December) have been leased. The second building is not anticipated
to be completed until mid-to-late February; however, one- and two-bedroom
models are expected to be open for the public to view beginning this
Saturday, December 7, 2013. Leasing staff feels having models available
for prospective residents to view will accelerate leasing efforts.

POLICE DEPARTMENT

. No new information to report.
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>

>

FIRE DEPARTMENT

On Tuesday, Secretary Angelic Bird participated in the Ontario—Montclair
School District's Certified Staff Development Day. The event focused on
the topic of safety and consisted of several sessions facilitated by four
presenters on universal precautions, safe lifting techniques, computer
security awareness, and emergency preparedness. Ms. Bird gave three
consecutive presentations on what it means to be a Disaster Service
Worker and the importance of personal emergency preparedness. Ontario—
Montclair School District staff asked a lot of great questions and interjected
relevant personal anecdotes into the discussion. Many participants
indicated that the presentation provided them with valuable information to
better prepare themselves and their families for emergencies.

PUBLIC WORKS DEPARTMENT

The Public Works Committee recently met and made the following
procedural changes with House of Car Wash, 5064 Holt Boulevard, the
City's car wash vendor and the only full-service car wash facility in
Montclair:

* You will be required to give the attendant your first and last name,
vehicle unit number, and employee number if you have one.

* The attendant will give you a receipt and a laminated Montclair Dollar
for the car wash personnel after they have completed the car wash to
your satisfaction.

* You will either give the receipt to your supervisor or send it via
interdepartmental mail to Public Works Superintendent Xavier Mendez.

* The person who completes the cleaning of your vehicle will submit their
Montclair Dollar to the House of Car Wash Manager and be given
one dollar for each certificate.

Should you have any questions or concerns, please let Public Works
Superintendent Xavier Mendez know at (909) 625-9467.

SUCCESSOR REDEVELOPMENT AGENCY/MONTCLAIR HOUSING CORPORATION

On Monday, December 2, Mayor Pro Tem Ruh, Deputy City Manager
Staats, Community Development Director Lustro, and | attended a tour of
the San Antonio Gateway affordable housing projects with Assembly
Member Freddie Rodriguez and his staff at the request of National
Community Renaissance (National CORE). The purpose of the meeting
was to show Assembly Member Rodriguez the quality of the 85-unit
affordable San Marino Senior Project, the affordable 50-unit Vista de Cielo
and affordable 75-unit San Antonio Vista family projects, and to point out the
19-unit affordable special needs project now under construction.
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National CORE staff and Mr. Juan Fregoso, Campaign Director for Southern
California Association of NonProfit Housing, wanted the Assembly Member
to see all the projects started with approximately $7 million in seed money
from the former City of Montclair Redevelopment Agency. Through tax
credits and funding from the U.S. Department of Housing and Urban
Development (HUD), that seed money aided National CORE in leveraging
the $7 million in Redevelopment Agency seed money to over $60 million
in financing for the affordable housing projects. Mr. Fregoso pointed out
that the average rent for a two-bedroom, one-bathroom rental unit in
San Bernardino County is $1,116 per month. If a family is spending
30 percent of its income on rent, a working family must make $22 per hour
to afford the average rent. Most working families are not making $22 per
hour. Therefore, housing costs still remain a major issue for many families
in the county and state.

With the dissolution of redevelopment in California, seed money for
affordable housing projects has been eliminated. In addition, as a
consequence of federal budget cuts, funds for special needs housing
programs have been eliminated and funding for affordable senior projects
has been dramatically reduced. Therefore, nonprofit providers of affordable
housing are desperately looking for new ways to garner seed money for
affordable housing projects. Mr. Fregoso briefly discussed SB 391, the
California Homes and Jobs Act of 2013. SB 391 would have levied a
recording fee of $75 on certain real estate instruments recorded with a
county recorder. SB 391 was passed by the Senate. However, an
amendment to the bill regarding short sales stalled the bill and its
consideration in the Assembly.

Assembly Member Rodriguez expressed interest in receiving more
information regarding revisions to SB 391. In addition, the Assembly
Member was complimentary of the City for its well-rounded approach in
dealing with the housing, health, and welfare issues involving Montclair
residents.

Christmas is not a time nor a season, but a state of
mind. To cherish peace and goodwill, to be plenteous
in mercy, is to have the real spirit of Christmas.

~Calvin Coolidge



DECEMBER 2013

Annual Tree Lighting Ceremony

5 Montclair Youth Center

7 "Dashing Through Montclair" 11:00 a.m. — 7:00 p.m.
Planning Commission Meeting .

9 Council Chambers 7:00 p.m.

11 Oversight Board Meeting — Canceled 6:00 p.m.

12 Safety Cpmmntee I—_|oI|d_ay Luncheon 11:30 a.m.
Romano's Macaroni Grill
Code Enforcement Committee Meeting .

16 City Hall Conference Room 6:00 p.m.
City Council Meeting .

16 Council Chambers 7:00 p.m.
Public Works Committee Meeting .

19 City Hall Conference Room 2:00 p.m.

23 Planning Commission Meeting — Canceled

23 -26 |[City Hall Closed in Observance of Christmas
31 City Hall Closed for New Year's Eve




Senior Center
Montclair Walkers
Christmas Potluck




