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ARPA SUBRECIPIENT AGREEMENT-CLALLAM COUNTY ECONOMIC DEVELOPMENT
COUNCIL FOR PROVISION OF SMALL BUSINESS AND NON PROFIT ECONOMIC
ASSISTANCE GRANTS:

BACKGROUND

In May 2027, the County was awarded $15,020 ,640 of federal stimulus funding from the Coronavirus
State Fiscal Recovery Fund and the Coronavirus Local Fiscal Recovery Funds CARPA FundsJ under
Section 603(b) of the Social Security Act, as amended by Section 9901 of the American Rescue plan
Act I'ARPA Act'). The County received the first half of these funds on May 28, 202L, with the 2nd half
of these funds to be disbursed to the County by the US Treasury one year thereafter.

At the June 14, 2021 BOCC Work Session, Clallam Economic Development Council C'EDCI presented
an overuiew of the American Rescue Plan Act Funding provided across all segments of Clallam
County, as well as identified preliminary gaps in that funding where certain sectors were not allocated
ARPA funding where needs existed. In a follow up presentation held during the July 6, ZOZI
Continued Work Session with BOCC, the EDC provided a presentation entitled "Clallam County
Business Funding Gaps" which provided a deeper dive of the identified small business and nonprofit
segments within Clallam County which were signifìcantly negatively impacted during the COVID-19
public health emergency which received little to no funding from federal CARES or state aid made
available during the pandemic. Segments of the small business and non-profit community that were
adversely impacted by COVID but who received inadequate or no COVID aid last year included:. Over 700 small businesses who previously applied and qualified for Working Washington

or prior CAREs-funded Lifeboat grants that did not receive funding;. Child Care Providers;
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. Small businesses who qualified for 2nd PPP rounds of funding due to incurring a 25o/o
reduction in revenues but did not receive a 2nd ppp loan;. StaftuP small businesses who commenced operations in 2019 or 2020 who Clallam County. Fishing guides that did not qualify for any state or federal assistance programs during the
pandemic;

o Event Planners & Festival Operators that did not qualifli SVOG or other state assistance
programs;

o Restaurants (40 had applied for prior funding, but received nothing due to inadequate
funding); and

. Ship to Shore Businesses that transported crews testing posítive for COVID-l9 for
transpoft to the hospital, that incurred significant unreimbursed COVID mitigation related
costs;

During this conversation, the BOCC identified eight priority areas that they indicated support for
allocating ARPA Funds to, including:

. Local Small Business and Non Profit Economic Assistance;
o Assistance to Businesses and Non Profits that provide Child Care Services;. Mental/BehavioralHealth;
. Food Security Support to Local Food Banks;
. Affordable Housing/Homelessness Support;
. Residential and Commercial Utility Relief;
. Local Water Systems Infrastructure; and
. Broadband

Based on discussions held during this Work Session, the BOCC approved the granting of g3,000,000
of ARPA-funded small business and nonprofit economic assistance, with $500,000 directed specifically
to small businesses and non-profits that provide child care seryices to be administered by Clallam
County EDC.

As outlined in the MRPA Interim Final Rule and FAQ guidance provided by the U.S. Treasury, ARpA
Funds can be utilized in support of the following purposes:

(1) To respond to the CovID-lg public health emergency or its negative economic impacts,
including assistance to households, small businesses, and nonprofits, or aid to impacted
industries such as tourism, travel, and hospitality;

(2) To respond to workers peÉorming essential work during the COVID-l9 public health
emergency by providing premium pay to eligible workers;

(3) For the provision of government se¡vices to the extent of the reduction in revenue due to
the COVID-l9 public health emergency relative to revenues collected in the most recent
full fiscal year prior to the emergency; and

(4)To make necessary investments in water, sewer, or broadband infrastructure

As provided under FAQs 2.5, 2.9 and 2.t7 of US Treasury's Coronavirus State and Local Fiscal
Recovery Funds Frequently Asked Questions, the eligible types of assistance that may be provided to
address the negative economic impacts of the pandemic, assistance in forms of loans or grants may
be provided to small businesses and nonprofits, as well as aid to COVID impacted industrjes such as
hospitality, tourism and travel. As a resulÇ we believe the provision of small business and nonprofit
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economic support grants to those small businesses and nonprofits located and operating in Clallam
County that were adversely economically impacted during the COVID public health emergency
represents an eligible and proper use of ARPA funds to address the negative economic impacts of the
COVID-19 pandemic.

CLATLAM COUNTY EDC SUBRECIPIENT AGREEMENT

Using a ARPA Subrecipient Agreement template developed based on the previous CARES Subrecipient
Agreement executed with Clallam County EDC in 2020, as modified for the requirements governing
the usage of ARPA funds, we have prepared the attached subrecipient agreement to engage Clallam
County EDC as a subrecipient of County ARPA funding to administer the disbursement oi tñe
$3,000,000 allotted for small business and nonprofit economic support grants it will be awarding on
behalf of eligible small businesses and nonprofits who meet the eligibiliÇ criteria established in
Attachment D of the Agreement.

Eligible recipíents must:
. Be a Washington licensed business or non-profit organization active in the state of

washington, physically located and doing business in clallam county;. All business and non-profit types are eligible, however additional consideration will be given
to the following:

o Small businesses who previously applied and qualified for funding through Working
Washington grants or prior Lifeboat grants that received no funding;

o Small businesses who qualified for the 2nd PPP round of funding due to incurring a
25o/o or more reduction in revenues in a quarter, but did not receive a 2nd PPP loan;

o Startup businesses that commenced operations in 2019 or 2020 that were negatively
impacted by the COVID public health emergency through additional costs associated
with COVID-l9 mitigating tactics or incurred higher operating costs due to the
pandemic, whose business is in an industry specifically impacted by COVID-l9, that
experience a loss of expected startup capital due to the economic impacts and
unceftainty of the pandemic, or due to other similar circumstances;

o Fishing guídes that did not qualiñ7 for any state or federal assistance programs during
the pandemic;

o Small businesses banking through large national banks that had limited funding made
available through PPP loans;

o Restaurants;
o Non-profits whose revenue declined significantly due to cancellation of events due to

COVID;
o Small businesses that were required to handle COVID patients but did not receive

funding to cover related expenses;
o Event planner and festival operators negatively impacted by the COVID pandemic who

did not qualify for any local, state or federal assistance programs;
o Businesses that changed their business type in 2019 or 2020 who meet all other

criteria are eligible;
. Have an active business license and UBI in Washington State;. Have a physical business or non-profit address in Clallam County;o Have been in operation since December 2020 or earlier;o Have not been debarred by the Federal Government;
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Not have any delinquent L&I tax debts, or any license violations at the time of award of
Lifeboat3 funding;
Receipt of Paycheck Protection Program (PPP) funds, EIDL Loan grants or funds, or CARES
funding does not dísqualify applicants, however applicants must include this information to
ensure we do not reimburse a business for funds that the federal government already
provided funds to support so as to avoid duplication of reimbursement of eligible expenses;
Must ceftiñ7 that they have been negatively impacted by the COVID-related emergency public
health protections that were or are in place andlor been subject to mandatory full or partial
business closure any time after March I, 2020 due to the COVID-19 public health emergency
and I or the Governor's- rel ated executive orders;
Must ceftiñ7 that grant funds received will only be used for eligible operating expenses
connected to the COVID-l9 emergency and not be spent on an expense that has been
funded by any other funder (whether private, Local, State or Federal);
Applicants must return an IRS form W-9 before they can receive any Lifeboat3 awarded
funding.
Grant limitations: one Lifeboat3 Small Business Grant per owner/business/non-profit entity or.
franchise holder; and
Meet other criteria as outlined in Attachment D of the Agreement.

Grant award payments will be made by Clallam EDC upon submission of A-19 equivalent
reimbursement request submitted to the County for approval of all proposed grant awards based on
applications reviewed and scored by the Clallam County Lifeboat3 Selection Committee, a nine
member group representing the following groups:

o Port Angeles Regional Chamber of Commerce
o Sequim Dungeness Chamber of Commerce
o Forks Chamber of Commerce
o Cit! of Poft Angeles
o City of Sequim
o City of Forks
o United Way
o Center For Inclusive Entrepreneurship
o Dr. Lynn Keenan (representing all Child Care Providers in Clallam County).

Grant awards will range from $5,000 up to a maximum of $20,000. However, the Agreement allows
the EDC to seek approval from the County for awards greater than g20,000 if it believes an award in
excess of $20,000 is warranted based on the demonstrated severity of the negative economic impact
sustained by the applicant due to the COVID public health emergency, the importance of the
applicant's business/organization to the local economy of the County, the significance of mitigation
actions taken by the applicant during the COVID pandemic for which no prior reimbursement funding
was provided, and other relevant factors. Such a request would have to be accompanied by sufficient
additionaljustification and documentation to be provided by the CCEDC to the County that supporls
the higher requested grant amount to be awarded.

Disbursement of funds to Clallam County EDC by the County will be made following receipt and
approval of monthly A-19 equivalent reimbursement requests submitted by EDC detailing the small
business and nonprofit economic support grants to be disbursed by EDC based on eligible applications
received, reviewed and certified by the EDC as meeting the eligibility requirements outlined in the

reement.
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Consistent with the CARES EDC Subrecipient agreement, the EDC will be allowed to charge an indirect
rate of 10olo up to a maximum of $300,000 to cover its administrative costs for this program.
However, in an effort to maximize the amount of ARPA funds that will be available for small business
and nonprofit grants under Lifeboat3 while leveraging available County funding existing within the
Opportunity Fund, this administrative fee is structured to be paid as follows:

. 7.670/o, or up to $230,000, shall be paid from the County's Opportunity Fund, with the
stipulation that such funds must be applied entirely toward financing the costs of personnel
utilized by CCEDC in support of its operations including performance of its duties under this
Agreement ; and

. 2.33o/o, or up to $70,000, shall be paid from the ARPA funds paid to the Subrecipient by the
County under this Agreement.

Finally, as outlined in Section 4 of Attachment D, the EDC will proactively market the Lifeboat3
program through social media accounts (Facebook, Instagram), the ChooseClallamFirst.com website,
its weekly newsletter, and through community outreach efforts and leveraging its relationships with
its city and local partners, including the various Chambers of Commerce, United Way, Food Banks, the
Center for Inclusive Entrepreneurship) to promote the Lifeboat3 program to as many small businesses
and nonprofits in the County as possible. EDC will also take proactive steps to insure equitable
outcomes are achieved by placing emphasis on reaching out to historically underseryed populations
and QCTs within the County.

Lifeboat3 is scheduled to officially launch on Tuesday, August t7, 202L at 4pm at which time an
application link on ChooseClallamFirst.com will open. The wíndow to apply will remain open for 90
days (through 4pm Monday, November L5,2021).

BUdgetary impaCt: (Is there a monetary impact? If so, are funds for this already allocated or is a budget change necessary? If
this is a contract and a budget change ¡s necessary, the budget change form must be submitted with the item at work session and for the
regular agenda) If a budget act¡on is required, has it been submitted and a copy attached? n

Approval of this contract will authorize the release of $3,000,000 of ARPA funds from the American
Rescue Plan Act special revenue fund to EDC upon presentation to the County of valid A-19
reimbursement requests detailed grant awards eligible applicants. A debatable emergency from the
Opportunity Fund for $230,000 to fund a poftion of EDC's indirect administration costs would also
need to be approved.

RgCOmmgnded aGt¡On: (Does the Board need to act? If so, what is the depadment's recommendation?)

In an effoft to support the offìcial launch of the Lifeboat3 program on Tuesday, August L7,202!, we
request the Commissioner's feedback and approval to proceed in submitting this agreement for
approval during the next BOCC meeting

County Official signàture & print name: rk Lane

Name of Employee/Stakeholder attending meeting: _Mark La
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ARPA SUBRECIPIENT AGREEMENT

This ARPA Subrecipient Agreement ("Agreement") is dated as of the day of
2021, by and between Clallam County, a Washington political subdivision

("County"), and Clallam County Economic Development Council (Federal Tax ID 9I-1167253,
DLrNS #151519105), an Associate Economic Development Organization ("ADO") within
Clallam County (" Subrecipient").

WHEREAS, the U.S. Department of the Treasury ("Treasury") has allocated to the County
515,020,640 of federal stimulus funding from the Coronavirus State Fiscal Recovery Fund and
the Coronavirus Local Fiscal Recovery Funds under CFDA No. 21.027 ("ARPA Funds") under
Section 603(b) of the Social Security Act, as amended by Section 9901 of the American Rescue
Plan Act ("A[{PA Act"), of which 57,510,320 was outlayed to the County on May 28,2021 with
the remainder of funds of $7,510,320 to be disbursed by Treasury to the County one year
thereafter, for the limited purposes identified in the Interagency Agreement between the Treasury
and Clallam County designated under FAIN #SLFRP2169 ("IGA"), identified as Attachment A,
the Coronavirus State and Local Fiscal Recovery Funds Interim Final Rule ("Interim Final
Rule"), identified as Attachment B, and the Compliance and Reporting Guidance for State and
Local Fiscal Recovery Funds ("Compliance & Reporting Guidelines"),'identified as Attachment
C. Attachments A, B & C arc attached hereto and incorporated herein by this reference.

WHEREAS, the ARPA Act authorizes the County to expend ARPA Funds awarded to the
County for the following eligible purposes as outlined in the Interim Final Rule as follows:

(1) To respond to the COVID-l9 public health emergency or its negative economic impacts,
including assistance to households, small businesses, and nonprofits, or aid to impacted
industries such as tourism, travel, and hospitality;

(2) To respond to workers performing essential work during the COVID-l9 public health
emergency by providing premium pay to eligible workers;

(3) For the provision of govemment services to the extent of the reduction in revenue due to
the COVID-l9 public health emergency relative to revenues collected in the most recent
full fiscal year prior to the emergency; and

(a) To make necessary investments in water, sewer, or broadband infrastructure (collectively
"Eligible Uses").

Pursuant to the ARPA Act, Eligible Uses under this non-R&D federal program must be obligated
no earlier than March 3,2021 and no later than December 31,2024, with final disbursement of
all funds no later than December 31, 2026.

WHEREAS, the County desires to allocate portions of the ARPA Funds awarded to Clallam
County to small businesses and nonprofits located in Clallam County whose operations and
financial condition were adversely impacted by the COVID-19 public health emergency, whether
through a reduction in revenues, increase in operating costs related to implementing COVID-19
prevention or mitigation tactics or other higher operating costs experienced during the pandemic,
business disruption or closure, event cancellation, and/or other similar circumstances during the

1
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2

pandemic that created a financial hardship, with such allocation of funds to be consistent with the
Eligible Uses of ARPA Funds outlined above.

WHEREAS, the County and Subrecipient desire to enter into this Agreement so that the County
may provide ARPA Funds for appropriate and qualifying expenditures of grant funds advanced
to the Subrecipient by the County for provision of small business and non-profit economic
support grants to be made by the Subrecipient to eligible small businesses and nonprofits as
allowed under the IGA and Interim Final Rule, and for reimbursement of its administrative costs
as specified in Attachment E.

NOV/, THEREFORE, in consideration of the foregoing recitals which are incorporated herein by
reference, and the terms and conditions set forth below, the parties agree as follows:

1. Effective Date and Term. This Agreement shall commence when last executed by all
parties and remain in effect until December 31, 2024, unless terminated by the County in
writing.

ARPA Funds. The County agrees to provide the Subrecipient a total sum not to exceed
$3,000,000 to be used for provision of small business and non-profit economic support
grants, with $500,000 to be specifically allocated for small businesses and nonprofits that
provide child care services, and for reimbursement of the Subrecipient's indirect
administrative costs as specified in Attachment E, conditioned on the requirement that
such funds will be disbursed by the Subrecipient to eligible small businesses and non-
profit orgatizations no later than December 31, 2024 based on eligibility criteria outlined
in Attachment D.

Subrecipient's Use of ARPA Funds. The Subrecipient shall ensure that the ARPA Funds
requests are necessary Eligible Uses under one of the following cost categories: a) To
respond to the COVID-l9 public health emergency or its negative economic impacts,
including assistance to households, small businesses, and nonprofits, or aid to impacted
industries such as tourism, travel, and hospitality, b) To respond to workers performing
essential work during the COVID-19 public health emergency by providing premium pay
to eligible workers, c) For the provision of government services to the extent of the
reduction in revenue due to the COVID-l9 public health emergency relative to revenues
collected in the most recent full fiscal year prior to the emergency; and d) To make
necessary investments in water, sewer, or broadband infrastructure.

a
J

4. Inelieible Uses. Non-allowable uses of ARPA Funds include, without limitation, the
following: a) usage of funds to either directly or indirectly offset a reduction in net tax
revenue resulting from a change in law, regulation or administrative interpretation during
the covered period that reduces any tax or delays the imposition of any tax or tax
increase; b) damages covered by insurance; c) usage of funds as a deposit into any
pension fund; d) expenses that have been or will be reimbursed under any federal
program; e) debt service costs; f) contributions to a'1ainy day" fund; and d) legal
settlements.

2

ARPA Subrecipient Agreement



5 Reimbursement Request & Reportins Requirements. To facilitate the release of ARPA
Funds by the County to the Subrecipient and the County's compliance with reporting
requirements for usage of ARPA funding under the IGA and Attachment D, the
Subrecipient may submit one A-19 equivalent request schedule per month to the County
on or before the 1Oth day following the end of each calendar month during the term of the
Agreement, detailing the small business and non-profit economic support grants to be
disbursed by the Subrecipient based on eligible applications received, reviewed and
approved by the Subrecipient with an attestation by the Subrecipient that such grants are
eligible in accordance with the eligibility requirements outlined in Attachment D. The
County shall then distribute ARPA Funds, as requested by the Subrecipient, to the
Subrecipient to fund the small business and non-profit economic support grants approved
by the County subject to availability of funds ("Reimbursement Request Funds"). Such
schedule may be modified with the prior approval of the County. Failure to provide any
of the required documentation may result in the withholdingandlor nonpayment of all or
a portion of the request, and termination of the Agreement. Following receipt of the
Reimbursement Request Funds from the County and signed award contracts and W-9s
from the approved recipients of the small business and non-profit economic support
grants, the Subrecipient will disburse the Reimbursement Request Funds to the approved
recipients within 10 business days, and provide on a monthly basis an A-19 equivalent
report to the County detailing the grant awards disbursed by the Subrecipient as provided
for in Attachment D.

Termination. The County may terminate this Agreement, for convenience or otherwise
and for no consideration or damages, upon prior notice to the Subrecipient.

Independent Contractor. Each party under the Agreement shall be for all purposes an
Independent Contractor. Nothing contained herein will be deemed to create an
association, a partnership, a joint venture, or a relationship of principal and agent, or
employer and employee between the parties. The Subrecipient shall not be, or be deemed
to be, or act or purport to act, as an employee, agent, or representative of the County for
any purpose.

Indemnification. The Subrecipient agrees to defend, indemnifu and hold the County, its
officers, officials, employees, agents and volunteers harmless from and against any and
all claims, injuries, damages, losses or expenses including without limitation personal
injury, bodily injury, sickness, disease, or death, or damage to or destruction of property,
which are alleged or proven to be caused in whole or in part by an act or omission of the
Subrecipient, its officers, directors, employees, andlor agents relating to the
Subrecipient's performance or failure to perform under this Agreement. The section shall
survive the expiration or termination of this Agreement.

9. Compliance with Laws, Guidelines. The Subrecipient shall comply with all federal, state,
and local laws and all requirements (including debarment and other required
certifications and audits) of the IGA, Interim Final Rule, and Compliance & Reporting
Guidelines to the extent applicable, when disbursing ARPA Funds to recipients or when
seeking Reimbursement from the County.

J
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Maintenance and Audit of Records. The Subrecipient shall maintain records, books,
documents, and other materials relevant to its perforlnance under this Agreement. These
records shall be subject to inspection, review and audit by the County or its designee, the
Washington State Auditor's Office and as required by the IGA, Interim Final Rule and
Compliance & Reporting Guidelines for five (5) years following termination of this
Agreement. If it is determined during the course of the audit that the Subrecipient was
reimbursed for unallowable costs under this Agreement, the Subrecipient agrees to
promptly reimburse the County for such payments upon request.

Notices. Any notice desired or required to be given hereunder shall be in writing, and shall
be deemed received three (3) days after deposit with the U.S. Postal Service, postage fully
prepaid, certified mail, retum receipt requested, and addressed to the party to which it is
intended at its last known address, or to such other person or address as either party shall
designate to the other from time to time in writing forwarded in like manner:

Subrecipient
Clallam County Economic Development Council
Attn: Colleen McAleer, Executive Director
PO Box 1085

338 W. First Street, Suite 105
Port Angeles, WA 98362

Clallam County
Attn: Mark Lane, Chief Financial Offrcer
223 E 4th St, Suite 4
Port Angeles, Vy'A 98362-3015

Improper Influence. Each party warrants that it did not and will not employ, retain, or
contract with any person or entity on a contingent compensation basis for the purpose of
seeking, obtaining, maintaining, or extending this Agreement. Each party agrees,
warrants, and represents that no gratuity whatsoever has been or will offered or conferred
with a view towards obtaining, maintaining, or extending this Agreement.

Conflict of Interest. The elected and appointed officials and employees of the parties shall
not have any personal interest, direct or indirect, which gives rise to a conflict of interest.

14. Time. Time is of the essence in this Agreement.

15. Survival. The provisions of this Agreement that by their sense and purpose should
survive expiration or termination of the Agreement shall so survive. Those provisions
include without limitation Indemnification and Maintenance and Audit of Records.

10
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12.

l3

Amendment. No amendment or modification to the Agreement will be effective without
the prior written consent of the authorized representatives of the parties.

4
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I7

l7

18.

I9

21.

22.

20.

Governing Law: Venue. The Agreement will be governed in all respects by the laws of
the Washington State, both as to interpretation and performance, without regard to
conflicts of law or choice of law provisions. Any action arising out of or in connection
with the Agreement may be instituted and maintained only in a court of competent
jurisdiction in Clallam County, Washington or as provided by RCW 36.01.050.

Non-Waiver. No failure on the part of the County to exercise, and no delay in exercising,
any right hereunder shall operate as a wavier thereof; nor shall any single or partiãl
exercise by the County of any right hereunder preclude any other or further exercise
thereof or the exercise of any other right. The remedies herein provided are cumulative
and not exclusive of any remedy available to the county at law or in equity.

Binding Effect. This Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors.

Assisnment. The Subrecipient shall not assign or transfer any of its interests in or
obligations under this Agreement without the prior written consent of the County.

Entire Asreement. This Agreement constitutes the entire agreement between the County
and the Subrecipient for the use of funds received under this Agreement and it supersedes
all prior or contemporaneous communications and proposals, whether electronic, oral, or
written between the parties with respect to this Agreement.

No Third Part)' Beneficiaries. Nothing herein shall or be deemed to create or confer any
right, action, or benefit in, to, or on the part of any person or entity that is not a party to
this Agreement. This provision shall not limit any obligation which either farty has to
Treasury in connection with the use of ARPA Funds, including the obligations to provide
access to records and cooperate with audits as provided in this Agreement.

Severability. In the event that one or more provisions of this Agreement shall be determined
to be invalid by any court of competent jurisdiction or agency having jurisdiction thereof,
the remainder of the Agreement shall remain in full force and effect and the invalid
provisions shall be deemed deleted.

Counterparts. This Agreement may be executed in one or more counterparts, any of
which shall be deemed an original but all of which together shall constitute one and the
same instrument.

Authorization. Each party signing below warrants to the other party, that they have the
full power and authority to execute this Agreement on behalf of the party for whom they
sign.

IN WITNESS WHEREOF, this Agreement is executed and shall become effective as of
the last date signed below.

23

24
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SUBRECIPIENT

t/

Print Name McAleer

Director

DATED this | 
4h 

da,v of ¿.1.

APPROVED AS TO FORM by DpA Stanley

ATTEST:

L. Gores, Clerk of the Board

. ?02 t.

BOARD OF COUNTY COMMISSIONERS
CLALLAM COUNTY, WASHINGTON

MARK OZIAS, Chair

RANDY JOHNSON, Commissioner

BILL PEACH, Commissioner

Approved as to form on ly

Elizabeth
Civil
Clallam

Its
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ATTACHMENT A

INTERAGENCY AGREEMENT BETWEEN
THE U.S. DEPARTMENT OF TREASURY AND

CLALLAM COUNTY

7
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DocuSign Envelope lD: EF22FEC0-DB4C-45D4-B2F 0-43D84D64229D

OMB Approved No. 1505-0271
Expiration Date: November 30,2021

$Arr (zr,As

U.S. DEPARTMENT OF THE TREASURY
CORONAVIRUS STATE AND LOCAI FISCAL RECOVERY FIINDS

Sections 602(b) and 603ft) of the Social Security Act (the Act) as added by section 9901 of the
Arnerican Rescue Plan Act, Pub. L. No. 117-2 (I\ttarch lI,2021) authorize the Department of the
Treasury (Ireasury) to make payments to certain recipients from the Coronavirus State Fiscai
Recovery Fund and the Coronavirus Local Fiscal Recovery Fund.

Recipient hereby agrees, as a condition to receiving such payment from Treasury, to the terms
attached hereto.

,-DocuSigned by:

Recipient:

Authorized Representative: MARK OZIAS

Title: CHAIRMAN, BOARD OF CLALLAM COLINTY COMMISSIONERS

Date signed:5/19/2021

U.S. Department of the Treasury:

Authorized Representative :

Title:

Date:

PAPERWORK REDUCTION ACT NOTICE
The information collected will be used for the U.S. Government to process requests for support. The
estimated burden associated with this collection of information is 15 minutes per response. Comments
concerning the accuracy of this burden estimate and suggestions for reducing this burden should be
directed to the Office of Privacy, Transparency and Records, Department of the Treasury, 1500
Pennsylvania Ave., N.W., Washington,D.C.20220. DO NOT send the form to this address. An agency
may not conduct or sponsor, and a person is not required to respond to, a collection of information unless
it displays a valid control number assigned by OMB.

Recipient name and address
CLALLAM COTJNTY

223 EAST FOURTH STREET, SUITE

PORT ANGELES, Washington, 98362-3

DUNS Number:075739235

Taxpayer Identification Number : 916001298

Assistance Listing Number: 2I.019
l5
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U.S. DEPARTMENT OF THE TREASURY
CORONAVIRUS LOCAL FISCAL RECOVERY FI]NI)

AWARD TERMS AND CONDITIONS

1. Use of Funds.
a. Recipient understands and agrees that the funds disbursed under this award may only be

used in compliance with section 603(c) of the Social Security Act (the Act), Treasury's
regulations implementing that section, and guidance issued by Treasury regarding the
foregoing.

b. Recipient will determine prior to engaging in any project using this assistance that it has
the institutional, managerial, and financial capability to ensure proper planning,
management, and completion of such project.

2. Period of Performance. The period of performance for this award begins on the date hereof and
ends on December 3I,2026. As set forth in Treasury's implementing regulations, Recipient
may use award funds to cover ehgible costs incurred during the period that begins on March
3,2021, and ends on December 3I,2024.

3. Reporting. Recipient agrees to comply with any reporting obligations established by Treasury
as they relate to this award.

4, Maintenance of and Access to Records
a. Recipient shall maintain records and financial documents sufficient to evidence compliance

with section 603(c) of the Act, Treasury's regulations implementing that section, and.
guidance issued by Treasury regarding the foregoing.

b. The Treasury Office of Inspector Genera-l and the Government Accountability Ofñce, or
their authorized representatives, shall have the right of access to records (electronic and.
otherwise) ofRecipient in order to conduct audits or other investigations.

Records shall be maintained by Recípient for a period of five (5) years after all funds have
been expended or returned to Treasury, whichever is later.

c.

5. Pre-award Costs. Pre-award costs, as defined in 2 C.F.R. $ 200.458, may not be paid with
funding from this award.

6. Administrative Costs. Recipient may use funds provided under this award to cover both direct
and indirect costs.

7. Cost Sharing. Cost sharing or matching funds are not required to be provided by Recipient.

8. Conflicts of Interest. Recipient understands and agrees it must maintain a confl.ict of
interest policy consistent with 2 C.F.R. $ 200.318(c) and that such conflict of interest policy
is applicable to each activity funded under this award. Recipient and subrecipients must
disclose in writing to Treasury or the pass-through entity, as appropriate, any potential
conflict of interest affecting the awarded funds in accordance with 2 C.F.R. $ 200.112.

2
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Compliance with Applicable Law and Regulations.
a. Recipient agrees to comply with the requirements of section 603 of the Act, regulations

adopted by Treasury pursuant to section 603(Ð ofthe Act, and guidance issued. by Treasury
regarding the foregoing. Recipient also agrees to comply with all other applicable federal
statutes, regulations, and executive orders, and Recipient shall provide for such compliance
by other parties in any agreements it enters into with other parties relating to this award.

b' Federal regulations applicable to this award include, without limitation, the following:

i. Uniform Administrative Requirements, Cost Princþles, and Audit Requirements for
Federal Awards, 2 C.F.R. Paú 200, other than such provisions as Treasury may
determine are inapplicable to this Award and subject to such exceptions as may be
otherwise provided by Treasury. Subpart F - Audit Requirements of the Uniform
Guidance, implementing the single Audit Act, shall apply to this award.

ii. Universal Identifier and System for Award Management (SAIVD, 2 C.F.R. Part 25,
pursuant to which the award term set forth in Appendix A to 2 C.F.R. Part 25 is
hereby incorporated by reference.

iä. Reporbing Subaward and Executive Compensation Information, 2 C.F.R. Paït 170,
pursuant to which the award term set forth in Appendix Ato 2 C.F.R. Part 170 is
hereby incorporated by reference.

I

tv

v

OMB Guidelines to Agencies on Governmentwide Debarment and Suspension
Q'{onprocurement), 2 C.F.R. Part 180, including the requirement to include a term or
condition in all lower tier covered transactions (contracts and subcontracts described
in 2 c.F.R. Part 180, subpart B) that the award is subject to 2 c.F.R. part 1g0 and
Treasury's implementing regulation at 31 C.F.R. Part 1g.

Recipient Integrity and. Performance Matters, pursuant to which the award term set
forth in 2 C.F.R. Part 200, Appendix XII to Part 200 is hereby incoryorated by
reference.

Title w of the civil Righrs Act of Lg64 (42 u.s.c. gS 2000d er seq.) and rreasury,s
implementing regulations at 31 C.F.R. Parl22, which prohibit discrimination on the
basis of race, color, or national origin under programs or activities receiving federal
financial assistance;

c

vi. Governmentwide Requirements for Drug-Free Workplace, Bl C.F.R. part20.

vii. New Restrictions on Lobbying, 31 C.F.R. Part2I.

vüi. Uniform Relocation Assistance and Real Property Acquisitions Act of 1g70 (42 U.S.C.
$S 4601-4655) and implementing regulations.

ix. Generally applicable federal environmental laws and regulations.

Statutes and regulations prohibiting discrimination applicabie to this award include,
without limitation, the following:

t.

3



DocuSign Envelope lD: EF22FEC0-DB4C-45D4-B2F 0-43D84D64225D

The Fair Housing Act, Title vIII of the Civit Rights Act of rgîg (42 U.S.C. SS 8601
et seq.), which prohibits discrimination in housing on the basis of race, color,
religion, national origin, sex, famiÌial status, or disability;

section 504 of the Rehabilitation Act of L973, as amended (29 u.s.c. S 794), which
prohibits discrimination on the basis of disability under any program or activity
receiving federal financial assistance;

IV The Age Discrimination Act of 1975, as amended (42 U.S.C. $$ 6101 et seq.), and
Treasury's implementing regulations at 31 c.F.R. Part 28, which prohibit
discrimination on the basis of age in programs or activities receiving federal
financial assistance; and

V Title II of the Americans with Disabilities Act of 1990, as amended (42 U.S.C. gg
12101 et seq.), which prohibits discrimination on the basis of disability under
programs, activities, and services provided or made available by state and local
governments or instrumentalities or agencies thereto.

10. Remedial Actions. In the event of Recipient's noncompliance with section 603 of the Act, other
appücable laws, Treasury's implementing regulations, g"uidance, or any reporting or other
program requirements, Treasury may impose additional conditions on the receipt of a
subsequent tranche of future award funds, if any, or take other avail.able remed.ies as set
forth in 2 C.F.R. $ 200.339. In the case of a violation of section 603(c) of the Act regarding the
use of funds, previous payments shall be subject to recoupment as provided in section 603(e)
of the Act.

11. Hatch Act. Recipient agrees to comply, as applicable, with requirements of the Hatch Act (5
U.S.C. $$ 1501-1508 and 7324-7328), which limit certain political activities of State or local
government employees whose principal employment is in connection with an activity
financed in whoie or in part by this federal assistance.

12. False Statements. Recipient understands that making false statements or claims in connection
with this award is a violation of federal law and may result in criminal, civil, or administrative
sanctions, including fines, imprisonment, civil damages and penalties, debarment from
participating in federal awards or contracts, and/or any other remedy available by law.

13. Publications. Any publications produced with funds from this award must display the
following language: "This project [is being] [was] supported, in whole or in part, by federal
award number [enter project FA]l.l] awarded to [name of Recipient] by the U.S. Department
of the Treasury."

14. Debts Owed the Federal Government.
a. Any funds paid to Recipient (1) in excess of the amount to which Recipient is finally

determined to be authorized to retain under the terms of this award; (2) that are
determined by the Treasury Office of lnspector General to have been misused; or (B)
that are determined by Treasury to be subject to a repayment obligation pursuant to
section 603(e) of the Act and have not been repaid by Recipient shall constitute a debt
to the federal government.

b. Any debts determined to be owed the federal government must be paid promptly by

4
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Recipient. A debt is delinquent if it has not been paid by the date specified in Treasury's
initial written demand for payment, unless other satisfactory arrangements have been
made or if the Recipient knowingly or improperly retains funds that are a debt as
defined in paragraph 14(a). Treasury will take any actions available to it to collect such
a debt.

15. Disclaimer.
a. The United States expressly disclaims any and all responsibility or liability to Recipient

or third persons for the actions of Recipient or third persons resulting in death, bodily
injury, property damages, or any other losses resulting in any way from the
performance of this award or any other losses resulting in any way from the
performance of this award or any contract, or subcontract under this award.

b The acceptance of this award by Recipient does not in any way establish an agency
relationship between the United States and Recipient.

16. Protections for Whistleblowerc.
a. fn accordance with 41 U.S.C. S 4712, Recipient may notdischarge, demote, orotherwise

discriminate against an employee in reprisal for disclosing to any of the list of persons or
entities provided below, information that the employee reasonably believes is evidence of
gross mismanagement of a federal contract or grant, a gïoss waste of federal funds, an
abuse ofauthority relating to a federal contract or grant, a substantial and specific danger
to public health or safety, or a violation of law, rule, or regulation related to a federal
contract (including the competition for or negotiation of a contract) or grant.

b. The list of persons and entities referenced in the paragraph above includ.es the following:
i. A member of Congress or a representative of a committee of Congress;
ii. An Inspector General;
iü. TheGovernmentAccountabilityOffrce;
iv. A Treasury employee responsible for contract or grant oversight or management;
v. An authorized offtcial of the Department of Justice or other law enforcement

agency;
vi. A court or grandjury; or
vü. A management ofñcial or other employee of Recipient, contractor, or

subcontractor who has the responsibility to investigate, discover, or address
misconduct.

c. Recipient shall inform its employees in writing of the rights and remed.ies provid.ed under
this section, in the predominant native language of the workforce.

17. Increasing Seat Belt Use in the United States. Pursuant to Executive Order 13043, 62 FR
L92I7 (Apr. 18, 1997), Recipient should encourage its contractors to adopt and enforce on-the-
job seat belt policies and programs for their employees when operating company-owned,
rented or personally owned vehicles.

18. Reducing Text Messagine While Driving. Pursuant to Executive Ord.er 13513, 74 FR 5IZZ5
(Oct. 6, 2009), Recipient should encourage its employees, subrecipients, and contractors to
adopt and enforce policies that ban text messaging while driving, and Recipient should
establish workplace safety policies to decrease accidents caused by distracted drivers.

5
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OMB Approved No. 1505-0271
Expiration Date: November 30,2021

ASSURANCES OF COMPLIANCE WITH CIVIL RIGHTS REQUIREMENTS

ASSURANCES OF COMPLIANCE WITH TITLE VI OF THE

CryIL RIGHTS ACT OF I964

As a condition of receipt of federal financial assistance from the Department of the Treasury, the
recipient named below (hereinafter referred to as the "Recipient") provides the assurances stated herein. The
federal financial assistance may include federal grants, loans and contracts to provide assistance to the
Recipient's beneficiaries, the use or rent of Federal land or property at below market value, Federal training, a
loan of Federal personnel, subsidies, and other arrangements with the intention of providing assistance. Federal
financial assistance does not encompass contracts of guarantee or insurance, regulated programs, licenses,
procurement contracts by the Federal government at market value, or programs that provide direct benefits.

The assurances apply to all federal financial assistance from or funds made available through the
Department of the Treasury, including any assistance that the Recipient may request in the future.

The Civil Rights Restoration Act of 1987 provides that the provisions of the assurances apply to all of
the operations of the Recipient's program(s) and activity(ies), so long as any portion of the Recipient's
program(s) or activity(ies) is federally assisted in the manner prescribed above.

l. Recipient ensures its current and future compliance with Title VI of the Civil Rights Act of 1964, as
amended, which prohibits exclusion from participation, denial of the benefits of, or subjection to
discrimination under programs and activities receiving federal fînancial assistance, of any person in the
United States on the ground of race, color, or national origin (42 U.S.C. $ 2000d et seq.), as implemented by
the Department of the Treasury Title VI regulations at 31 CFR Part22 and other pertinent executive orders
such as Executive Order 13166, directives, circulars, policies, memoranda, andlor guidance documents.

2. Recipient acknowledges that Executive Order 13166, "Improving Access to Services for Persons with
Limited English Proficiency," seeks to improve access to federally assisted programs and activities for
individuals who, because of national origin, have Limited English proficiency (LEP). Recipient
understands that denying a person access to its programs, services, and activities because of tEP is a form
of national origin discrimination prohibited under Title VI of the Civil Rights Act of 1964 and,the
Department of the Treasury's implementing regulations. Accordingly, Recipient shall initiate reasonable
steps, or comply with the Department of the Treasury's directives, to ensure that LEP persons have
meaningful access to its programs, services, and activities. Recipient understands and agrees that
meaningful access may entail providing language assistance services, including oral interpretation and
written translation where necessary, to ensure effective communication in the Recipient's programs,
services, and activities.

. Recipient agrees to consider the need for language services for LEP persons when Recipient develops
applicable budgets and conducts programs, services, and activities. As a resource, the Department of the
Treasury has published its LEP guidance at 70 FR 6067. For more information on taking reasonable steps
to provide meaningful access for LEP persons, please visit http://www.lep.gov.

I
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OMB Approved No. 1505-0271
Expiration Date: November 30,2021

4. Recipient acknowledges and agrees that compliance with the assurances constitutes a condition of continued
receipt of federal financialassistance and is binding upon Recipient and Recipient's successors, transferees,
and assignees for the period in which such assistance is provided.

5' Recipient acknowledges and agrees that it must require any sub-grantees, contractors, subcontractors,
successors, transferees, and assignees to comply with assurances 1-4 above, and agrees to incorporate the
following language in every contract or agreement subject to Title VI and its regulations between the
Recipient and the Recipient's sub-grantees, contractors, subcontractors, successors, transferees, and
assignees:

The sub'grantee, contractor, subcontractor, successor, transferee, and assignee shall comply with Titte
VI of the Civil Rights Act of 1964, which prohibits recipients offederalfinancial assistancefrom
excludingfrom a program or activity, denying benefits of, or otherwise discriminating against a person
on the basis oJ'race, color, or national origin (42 U.S.C. S 2000d et seq.), as implemented by the
Department of the Treasury 's Title VI regulations, 3 I CFR Part 2 2 , which are herein incorporated by
reference and made a part of this contract (or agreement). Titte VI also includes protection to persons
with "Limited English Proficiency" in any program or activity receivingfederalfinancial assistance, 42
U.S.C' ç 2000d et seq., as implemented by the Department of the Treasury's Title VI regulations, 3l
CFR Part 22, and herein incorporated by reference and made a part of this contract or agreement.

6. Recipient understands and agrees that if any real property or structure is provided or improved with the aid
of federal financial assistance by the Department of the Treasury, this assurance obligates the Recipient, or
in the case of a subsequent transfer, the transferee, for the period during which the real property orìtructure
is used for a purpose for which the federal financial assistance is extended or for another purpose involving
the provision of similar services or benefits. If any personal property is provided, this assurance obligates
the Recipient for the period during which it retains ownership or possession of the property.

Recipient shall cooperate in any enforcement or compliance review activities by the Department of the
Treasury of the aforementioned obligations. Enforcement may include investigation, arbitration, mediation,
litigation, and monitoring of any settlement agreements that may result from these actions. The Recipient
shall comply with information requests, on-site compliance reviews and reporting requirements.

8 Recipient shall maintain a complaint log and inform the Department of the Treasury of any complaints of
discrimination on the grounds of race, color, or national origin, and limited English proficiency covered by
Title VI of the Civil Rights Act of 1964 and implementing regulations and provide, upon request, a list of all
such reviews or proceedings based on the complaint, pending or completed, including outcome. Recipient
also must inform the Department of the Treasury if Recipient has received no complaints under Title VL

Recipient must provide documentation of an administrative agency's or court's findings of non-compliance
of Title VI and efforts to address the non-compliance, including any voluntary compliance or other

7
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agreements between the Recipient and the administrative agency that made the fìnding. If the Recipient
settles a case or matter alleging such discrimination, the Recipient must provide documentation of the
settlement. If Recipient has not been the subject of any court or administrative agency finding of
discrimination, please so state.

10. If the Recipient makes sub-awards to other agencies or other entities, the Recipient is responsible for
ensuring that sub-recipients also comply with Title VI and other applicable authorities covered in this
document State agencies that make sub-awards must have in place standard grant assurances and review
procedures to demonstrate that that they are effectively monitoring the civil rights compliance of sub-
recipients.

The United States of America has the right to seek judicial enforcement of the terms of this assurances
document and nothing in this document alters or limits the federal enforcement measures that the United States
may take in order to address violations of this document or applicable federal law.

Under penalty of perjury, the undersigned official(s) certifies that official(s) has read and understood the
Recipient's obligations as herein described, that any information submitted in conjunction with this assurances
document is accurate and complete, and that the Recipient is in compliance with the aforementioned
nondiscrimination requirements.

CLALLAM COTINTY s/Ls/202L

Recipient
/-Docus¡gæd by:

I t'tAPf- o?;r,As

Signature of Authorized Official

PAPERV/ORK REDUCTION ACT NOTICE

The information collected will be used for the U.S. Government to process requests for support. The estimated burden associated with
this collection of information is 30 minutes per response. Comments concerning the accuraõy of this burden estimate and suggestions
for reducing this burden should be directed to the Office of Privacy, Transparency and Records, Department of the Treasury, 1500
Pennsylvania Ave., N.W., Washington, D.C.20220. DO NOT send the form to this address. An agency may not conduct o. rporrror,
and a person is not required to respond to, a collection of information unless it displays a valid control numùer assigned by OMB.

Date
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DEPARTMENT OF THE TREASURY

31 CFR Part 35

RtN 1505-AC77

Goronavírus State and Local Fiscal
Recovery Funds

AGENCY: Department of the Treasury
ACTION: Interim final rule.

SUMMARY: The Secretary ofthe Treasury
(Treasury) is issuing this interim final 

-

rule to implement the Coronavirus State
Fiscal Recovery Fund and the
Coronavirus Local Fiscal Recovery Fund
established under the American Rescue
Plan Act.
DArEsi Effecfive date: The provisions in
this interim final rule are effective May
't 7, 2021.

Comment dafe: Comments must be
received on or before }uJy 1,6,2021".
ADDRESSES: Please submit comments
electronically through the Federal
eRulemaking P ortal: http : / /
vwvw.re guÌ ati on s. gov. Comments can be
mailed to the Office of the
Undersecretary for Domestic Finance,
Department of the Treasury, 1500
Pennsylvania Avenue NW, Washington,
DC 2O22O. Because postal mail may be
subject to processing delay, it is
recommended that comments be
submitted electronicallv. All comments
should be captions witÉ "Coronavirus
State and Local Fiscal Recovery Funds
Interim Final Rule Óomments.'-' Please
include your name, organization
affiliation, address, email address and
telephone number in your comment.
Where appropriate, a comment should
include a short executive summary.

In general, comments received will be
posted on http : / /wvwv.re gul ation s. gov
without change, including any business
or personal information provided.
Comments received, including
attachments and other supporting
materials, will be part of the public
record and subiect to public disclosure.
Do not enclose any information in your
comment or supporting materials that
you consider confidential or
inappropriate for public disclosure.
FOR FURTHER INFORMATION CONTACT:
Katharine Richards, Senior Advisor,
Office of Recovery Programs,
Department of the Treasury, (t++) szs-
s527.
SUPPLEMENTARY INFORMATION :

I. Background Information

A. Overuiew

Since the first case of coronavirus
disease 201s (COVID-19) was
discovered in the United States in
lanuary 2O2O,the disease has infected

over 32 million and kiÌled over 575,000
Americans.l The disease has impacted
every part of life: As social distancing
became a necessity, businesses closed,
schools transitioned to remote
education, travel was sharply reduced,
and millions of Americans lost their
jobs. In April 2020, the national
unemployment rate reached its highest
level in over seventy years following the
most severe month-over-month decline
in employment on record.2 As of April
2o2'l.,Ihere were still 8.2 milÌion fewer
jobs than before the pandemic.3 During
this time, a significant share of
households have faced food and
housing insecurity.a Economic
disruptions impaired the flow of credit
to households, State and local
governments, and businesses of all
sizes.s As businesses weathered
closures and sharp declines in revenue,
many were forced to shut down,
especially small businesses.6

Amid this once-in-a-century crisis,
State, territorial, Tribal, and local
governments (State, local, and Tribal
governments) have been called on to
respond at a¡ immense scale.
Governments have faced myriad needs
to prevent and address the spread of

1 Centers for Disease Control and Prevention,
COVID Data Tracker, http://vw.covid.cdc.gov/
c ov i d - d at a -tracker /# d at atracke r-h ome (last visited
May 8, 2021).

2 U.S. Bureau of Labor Statistics, Unemployment
Rate [UNR{TE], ret¡ieved from FRED, Federal
Reserve Bank of St. Lotis; https://
fred. stÌ ouí sfe d. org/ serie s/U N RATE, llay 3, 2O27.
U.S. Bureau of Labor Statistics, Employment Level
ILNUO2000000], retrieved from FRED, Federal
Reserve Bank of St. Lotis; https://
fre d. stÌ ouí sfed. org/ serie s/LN U 0 2 O0O0O0, .lrl.ay 3,
2021,.

3 U.S. Burcau of Labor Statistics, All Employees,
Total Nonfarm [PAYEMS], retrieved from FRED,
Federal Reserve Bank of St. Louis httpsy'/
fred. stl oui sfe rl. org/ setie slP AYEMS, ly''ay 7, 2021.

aNirmita Panchal et al., The Implications of
COVID-1g for Mental Health and Substance Abuse
(Feb. 10, 2021), https://ww.kflorg/coronavirus-
covid-1 g/issue-brielTthe-implications-of:covid-1 9-
for-mental-health-and-substance-us e/#:- :text=
Ol der% 20adults % 2o ar eo/o Zoalsoo/o 2 o
more,prior%2Oto"/"2othe!"2ocvrent%20crisis; U.S
Census Bureau, Household Pulse Survey;
Measuring Social and Economic Impacts during the
Coronavirus Pandemic, https://ww.census.gov/
programs-surveys/household-pulse-survey,html
flast visited Apr.26,2O21,)t Rcbecca T. Lceb et al.,
Mental Health-Related Emergency Departnent
Visits Anong Children Aged <-18 Yea¡s During the
COVID Pandemic-United States, January 1-
October 17,2020, Morb. Mortal. Wkiy. Rep.
69(45):1675-80 (Nov. 13, 2o2o), httpstl/
www.cdc.gov/mmwr/volumes/69/wr/
mm6945a3.htm.

s Board of Governors of the Fede¡al Reserve
System, Monetary Policy Report (Jtne "12,2O2O),

http s : / /w. f e d er alrc s erue. gov / no n e t a ry p o I i cy /
2 0 2 O-06 -mprsu mmury. htm.

6Joseph R. Biden, Remarks by President Biden on
Helping Small Businesses (Feb. 22,2021), https://
w. w h i t e h ou s e. gov / b r ie f inge' o o m / s p e e c h e s -

rem drks/ 2 o 2 1 / 0 2 / 2 z /renarks-by-pres ident-biden -
o n-help ing-snall-businesse s /.

COVID-19, including testing, contact
tracing, isolation and quarantine, public
communications, issuance and
enforcement of health orders,
expansions to health system capacity
like alternative care facilities, and in
recent months, a massive nationwide
mobilization around vaccinations.
Governments also have supported major
efforts to prevent COVID-I9 spread
through safety measures in settings like
nursing homes, schools, congregate
living settings, dense worksites,
incarceration settings, and public
facilities. The pandemic's impacts on
behavioral health, including the toll of
pandemic-related stress, have increased
the need for behavioral health resources.

,tt the same time, State, local and
Tribal governments Ìaunched major
efforts to address the economic impacts
of the pandemic. These efforts have
been tailored to the needs oftheir
communities and have included
expanded assistance to unemployed
workers; food assistance; rent, mortgage,
and utility support; cash assistance;
internet access programs; expanded
services to support individuals
experiencing homelessness; support for
individuals with disabilities and older
adults; and assistance to small
businesses facing closures ol revenue
loss or implementing new safety
measures.

In responding to the public health
emergency and its negative economic
impacts, State, local, and Tribal
governments have seen substantial
increases in costs to provide these
services, often amid substantial declines
in revenue due to the economic
downturn and changing economic
patterns during the pandemic.z Facing
these budget challenges, many State,
local, and Tribal governments have been
forced to make cuts to services or their
workforces, or delay critical
investments. From February to May of
2020, State, local, and Tribal
governments reduced their workforces
by more than 1.5 million jobs and, in
April of 2021, State, local, and Tribal
government employment remained
nearly 1.3 million jobs below pre-
pandemic levels.s These cuts to State,
local, and Tribal government workforces

TMichaeì Leachman, House Budget Bill Providcs
Needed Fiscal Âid for States, Localities, Tribal
Nations, and Territories (Fcb. 10, 2o2't), https://
wv. cb p p. org/ re s e arc h / state -bu d ge t- o n d - ta x /
h ou se bu d get-bi I I -provi de s-need ed-fi scol - o i d -for-
st7tes-loc0lities.

I U.S. Bureau of Labor Statistics, All Employees,
State Government ICE.S9092000001] and,\ll
Employees, LocaÌ Government ICES90S30000011,
retrieved Íìom FRED, Federal Reserve Bank of St.
Loús, http s : / / fr e d. stl o u i sfe d. org/ s er ie s /
CE S 9 09 2 0 ooo0 1 and https : / /fred.stlouisfed.org/
señes/C8590930O00O? (last visited May 8, 2021).
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come at a time when demand for
government servlces is high, with State,
local, and Tribal governments on the
frontlines of fighting the pandemic.
Furthermore, State, local, and Tribal
government austerity measures can
hamper overall economic growth, as
occurred in the recovery from the Great
Recession.e

Finally, although the pandemic's
impacts have been widespread, both the
public health and economic impacts of
the pandemic have fallen most severely
on communities and populations
disadvantaged before it began. Low-
income communities, people of color,
and Tribal communities have faced
higher rates of infection, hospitalization,
and death,lo as well as higher rates of
unemployment and lack of basic
necessities like food and housing.rr p¡6-
existing social vulnerabilities magnified
the pandemic in these communities,
whe¡e a reduced ability to work from
home and, frequently, denser housing
amplified the risk of infection. Higher
rates of pre-existing health conditions
also may have contributed to more
severe COVID-I9 health outcomes.l2
Similarly, communities or households
facing economic insecurity before the
pandemic were less able to weather
business closures, job Iosses, or declines
in earnings and were less able to
participate in remote work or education
due to the inequities in access to
reliable and affordable broadband
infrastructure.rs Finally, though schools
in all areas faced challenges, those in
high poverty areas had fewer resources
to adapt to remote and hybrid learning
models.la Unfortunately, the pandemic

oTracy Gordon, State and Local Budgets and the
Great Recession, Brookings Institution (Dec. 31,
2O1. 2), htt p : / / vw.bro oki n gs. e d u / a rti cl e s / stot e- a n d -
I oco Ì-budgels -a nd - t h e - great- recess io n.

10 Sebastian D. Romano et al., Trends in Racial
and Ethnic Dispa¡itics in COVID-19
Hospitalizations, by Region-United States, March-
Decembe¡ 2020, MMWR Morb Mortal Wkly Rep
202'1,70:5õ0-565 (Apr. 16, 2021), https://
m. c d c. gov /m mw /vo lu me s / 7 o / w /
mm7 O 1 5 e2. htm? s_cid= mm7 O 1 5 e 2 _w.

11 Center {)n Budget and Polir;y Priorities,
Tracking the COVID-19 Recession's Effects on
Food, Housing, and Employment Hardships,
htt p s : / /m. cb p p. o rg/ re s e a rch / p ove rty- a n d-
i ne q u al ity / t rac k i ng- the - c ov i d - 1 I - re c e s s i o n s- effe cts -
on-housing-and (last visited lr4ay 4, 2021,).

rz Lisa R. Fortuna et al., Inequity and the
Disproportionate Impact of COVID-19 on
Communities of Color in the United States: The
Nccd for Trauma-Informcd Social ]ustice Rcsponse,
Psychological Trauma Vol. 72(5):443-4s (2ozo),
avai I abl e at https :/ /psycnet.apd. org/Íulltext/ 2o 2 0-
37320-o01.pdf.

l3Emily Vogles et al., 53% of Americans Say the
internet Has Been Essential During the COVID-I9
Outbreak (Apr. 30, 2o2O), https://
w.pewe search. org/ intemet / 2 o zo /o4 / 3 o / s 3 - of-
a m eri c a n s - say -t h e - i ntetne t - ha s -b e e n - e s s e nti a I -
dutin g-th e-covi d - 1 I - outbrcak/.

raEmma Dorn et al., COMD-1g and student
learning in the United States: The hurt could last

also has reversed many gains made by
communities of color in the prior
economic expansion.ls

B. The Statute and Interim Final Rule
On March 1,1,2021, the American

Rescue Plan Act (ARPA) was signed into
law by the President.l6 Section 9901 of
ARPA amended Title VI of the Social
Security Act 17 (the Act) to add section
602, which establishes the Coronavirus
State Fiscal Recovery Fund, and section
603, which establishes the Coronavirus
Local Fiscal Recovery Fund (together,
the Fiscal Recovery Funds).18 The Fiscal
Recovery Funds are intended to provide
support to State, local, and Tribal
governments (together, recipients) in
responding to the impact of COVID-I9
and in their efforts to contain COVID-
19 on their communities, residents, and
businesses. The Fiscal Recovery Funds
build on and expand the support
provided to these governments over the
last year, including through the
Coronavirus ReÌief Fund (CRF¡.tn

a lifeiime (It\e 2o2,O), https://
webte st. ch il dre n s i n stitute. n et / s ite s / def au lt / f il e s /
d o c u ment s / C OV ID - 1 I - a n d - s tu d ent-l e arni n g- in-th e -
Unite d - States_FlNAl.pdl Andrew Bacher-Hicks et
al., Inequality in Household Adaptation to
Schooling Shocks; Covid-Induced Online
Engagement in Real Time, J. ofPublic Econ, Vol.
193(C) $uly z0z0), available at https://
w.nber.org/papers /w2 7 5 5 5.

15 See, e.9., Tyler Atkinson & Alex Richter,
Pandemic Disproportionately Affects Women,
Minority Labor Force Participation, https://
w. d allasfed.org/ rcsearc h /ec on omics / 2 o 2 o / 1 1 1 0
(last visited May 9, 2021); Jared Bernstein & Janelle
lones, The Impact of the COVID19 Recession on tlre
]obs and lncomcs ofPersons ofColor, https://
rw. c bpp. org/ sit e s / d ef au lt / f i I e s / ato m s / f i I e s / 6 - z -
2}bud-o.pdf (last visited May s, 2021).

16 American Rescue Pìan Act of 2021 (ARPA), sec.
9901, Public Law 117-2, codified at 42 U.S.C. 802
ef seq. The term "state" as used in this
SUPPLEMENTARY INFORMATION and defined in section
602 of the Act means each of the 50 States and the
District of Columbia. The term "tenitory" as used
in this SUPPLEMENTARY INFORMATION and defined in
section 602 of the Act means the Commonwealth
ofPuerto Rico, the United States Virgin Islands,
Guam, the Commonwealth of Northern Mariana
Islmds, anrl American Samoa. Tribal govemment is
defined in the Act and the interim final rule to
mean "the recognized governing body of any [ndian
or Alaska Native tribe, band, nation, pueblo, village,
conmunity, component band, or (;omponent
reservâtion, individually identified (including
parenthetically) in the ìist published most recently
as of the date of enactment of the lAmerican Rescue
Plan Actl pursuant to section 104 of the Federally
Recognized Indian Tribe List Act of 19s4 (25 U.S.C.
5131)." See section 602(9)(7) of the Social Security
Act, as added by the American Rescue Plan Act. On
Januily 29, 2021,the Bureau oflndian Afläirs
published a current list of 574 Tribal entities. See
86 FR 7554, January 29, 2021. The term "ìocal
governmcnts" as used in this SUPPLEMENTARY
INFoRMATIoN includes metropolitan cities, counties,
and nonentitlemcnt units of local govcrnment.

1742U.S.C.SOL etseq.
r8 Sections 602, 603 of the Âct.
lsThc CRF was established by thc section 601 of

the Act as added by the Coronavirus Aid, Relief,
and Economic Secudty Act (CARES Acl), Public
Law 116-136, 134 Stat. 28'l (2O2o).

Through the Fiscal Recovery Funds,
Congress provided State, local, and
Tribal governments with significant
resources to respond to the COVID-19
public health emergency and its
economic impacts through four
categories of eligible uses. Section 602
and section 603 contain the same
eligible uses; the primary difference
between the two sections is that section
602 establishes a fund for States,
territories, and Tribal governments and
section 603 establishes a fund for
metropolitan cities, nonentitlement
units oflocal government, and counties.
Sections 002(c)(1) and 603(c)(1) provide
that funds mav be used:

(a) To respond to the public health
emergency or its negative economic
impacts, including assistance to
households, small businesses, and
nonprofits, or aid to impacted industries
such as tourism, travel, and hospitality;

(b) To respond to workers perÌorming
essential work during the COVID-19
public health emergency by providing
premium pay to eligible workers;

(c) For the provision of government
services to the extent of the reduction in
revenue due to the COVID-19 public
health emergency relative to revenues
collected in the most recent full fiscal
year pdor to the emergency; and

(d) To make necessary investments in
water, sewer, or broadband
inflastructure.

In addition, Congress clarified two
types of uses which do not fall within
these four categories. Sections
602(cX2)(B) and 603(cJ(2) provide that
these eligible uses do not include, and
thus funds may not be used for,
depositing funds into any pension fund.
Section 602(cl(zXA) also provides, for
States and territories, that the eligible
uses do not include "directly or
indirectly offset[ting] a reduction in the
net tax revenue of [the] State or territory
resulting from a change in law,
regulation, or administrative
interpretation. "

The ARPA provides a substantial
infusion of resources to meet pandemic
response needs and rebuild a stronger,
more equitable economy as the country
recovers. First, payments from the Fiscal
Recovery Funds help to ensure that
State, local, and Tribal governments
have the resources needed to continue
to take actions to decrease the spread of
COVID-19 and bring the pandemic
under controÌ. Payments from the Fiscal
Recovery Funds may also be used by
recipients to provide support for costs
incurred in addressing public health
and economic challenges resulting from
the pandemic, including resources to
offer premium pay to essential workers,
in recognition of their sacrifices over the
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last year. Recipients may also use
payments from the Fiscal Recovery
Funds to replace State, local, and Tribal
government revenue lost due to COVID-
19, helping to ensure that governments
can continue to provide needed services
and avoid cuts or layoffs. Finally, these
resources lay the foundation for a
strong, equitable economic recovery, not
only by providing immediate economic
stabilization for households and
businesses, but also by addressing the
systemic public health and economic
challenges that may have contributed to
more severe impacts of the pandemic
among low-income communities and
people of color.

Within lhe eligible use categories
outlined in the Fiscal Recovery Funds
provisions of ARPA, State, local, and
Tribal governments have flexibility to
determine how best to use payments
from the Fiscal Recovery Funds to meet
the needs of their communities and
populations. The interim final rule
facilitates swift and effective
implementation by establishing a
framework for determining the types of
programs and services that are eligible
under the ARPA along with examples of
uses that State, local, and Tribal
governments may consider. These uses
build on eligible expenditures under tlre
CRF, including some expansions in
eligible uses to respond to the pubiic
health emergency, such as vaccination
campaigns. They also reflect changes in
the needs of communities, as evidenced
by, for example, nationwide data
demonstrating disproportionate impacts
of the COVID-I9 pubÌic health
emergency on certain populations,
geographies, and economic sectors. The
interim final rule takes into
consideration these disproportionate
impacts by recognizing a broad range of
eligible uses to help States, local, and
Tribal governments support the
families, businesses, and communities
hardest hit by the COVID-19 public
health emergency.

Implementation of the Fiscal
Recovery Funds also reflect the
importance of public input,
transparency, and accountability.
Treasury seeks comment on all aspects
of tlre interim final rule and, to better
facilitate public comment, has included
specific questions throughout this
SUPPLEMENTARY INFORMATION. Treasury
encourages State, local, and Tribal
governments in particuÌar to provide
feedback and to engage with Treasury
regarding issues that may arise
regarding all aspects ofthis interim final
rule and Treasury's work in
administering the Fiscal Recovery
Funds. In addition, the interim final
rule establishes certain reguÌar reporting

requirements, including by requiring
State, local, and Tribal governments to
publish information regarding uses of
Fiscal Recovery Funds payments in
their local iurisdiction. These reporting
requirements reflect the need for
transparency and accountability, while
recognizing and minimizing the burden,
particularly for smaller locaì
governments. Treasury urges State,
territorial, Tribal, and local governments
to engage their constituents and
communities in developing plans to use
these payments, given the écãle of
funding and its potential to catalyze
broader economic recovery and
rebuilding.

II. Eligible Uses

A. Public Health and Economic Impacts

Sections 602(c)(1)(A) and 603(c)(1)(A)
provide significant resources for State,
territorial, Tribal governments, and
counties, metropolitan cities, and
nonentitlement units of local
governments (each referred to as a
recipient) to meet the wide range of
public health and economic impacts of
the COVID-19 public health emergency.

These provisions authorize the use of
payments from the Fiscal Recovery
Funds to respond to the public health
emergency with respect to COVID-19 or
its negative economic impacts. Section
602 and section 603 also describe
several types of uses that would be
responsive to the impacts of the COVID-
19 pubÌic health emergency, including
assistance to households, small
businesses, and nonprofits and aid to
impacted industries, such as tourism,
travel, and hospitality.zo

Accordingly, to assess whether a
program or service is incÌuded in this
category of eligible uses, a recipient
should consider whether and how the
use would respond to the COVID-19
public health emergency. Assessing
whether a program or service "responds
to" the COVID-19 public health
emergency requires the recipient to,
first, identify a need or negative impact
of the COVID-19 public health
emergency and, second, identify how
the program, service, or other
intervention addresses the identified
need or impact. While the COVID-I"S
public health emergency affected many
aspects of American life, eligibie uses
under this category must be in response
to the disease itself or the harmful
consequences of the economic
disruptions tesulting from or
exacerbated by the COVID-19 public
health emergency.

The interim final rule implements
these provisions by identifying a non-
exclusive I ist ol programs or services
that may be funded as responding to
COVID-19 or the negative economic
impacts of the COVID-19 public health
emergency, along with considerations
for evaluating other potential uses ofthe
Fiscal Recovery Funds not explicitly
listed. The interim final rule also
provides flexibility for recipients to use
payments from the Fiscal Recovery
Funds for programs or services tlat are
not identified on these non-exclusive
lists but that fall under the terms of
section 602(cX1)(A) or 603(c)(1)(A) by
responding to the COVID-I9 public
health emergency or its negative
economic impacts. As an example, in
determining whether a program or
service responds to the negative
economic impacts of the COVID-I9
public health emergency, the interim
final rule provides that payments from
the Fiscal Recovery Funds should be
designed to address an economic harm
resulting from or exacerbated by the
public health emergency. Recipients
should assess the connection between
the negative economic harm and the
COVID-19 public health emergency, the
nature and extent of that harm, and how
the use of this funding would address
such harm.

As discussed, the pandemic and the
necessary actions taken to control the
spread had a severe impact on
households and small businesses,
including in particular low-income
workers and communities and people of
color. While eligible uses under sections
602(cXlXAl and 0o¡(c)(1)(AJ provide
flexibility to recipients to identify tìe
most pressing local needs, Treasury
encourages recipients to provide
assistance to those households,
businesses, and non-profits in
communities most disproportionately
impacted by the pandemic.

1. Responding to COVID-19
On January 21,2O2O, the Centers for

Disease Control and Prevention (CDC)
identified the first case ofnovel
coronavirus in the United States.z1 By
late March, the virus had spread to
many States and the first wave was
growing rapidly, centered in the
northeast.2z This wave brought acute

21 Press Release, Centers for Disease Control and
Prevention, First Travel-related Case of 2019 Novel
Coronavirus Detected in United States (Jan. 21,
2o2o), https : / /ww. c dc.gov/ media/ releases / 2 0 2 o /
p0 1 2 1 - n ove l - c or on aviru s - t rave l - c a s e. h tml.

22 Anne Schuchat et al., Public Health Response
to the Initiation and Spread of Pandemic COVID-
19 in the United States, February 24-April 2"1,202L,
MMWR Morb Mortal Wkly Rep 2021, 69(18):551-
56 (May 8, 2027), https://w.cdc.gov/mmwr/
vol u mes/69/w/ m m6g 1 Bc2.ht m.2o Sections 602(c)(1XA), 603(c)(1)(A) of the Act.
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strain on health care and public health
systems: Hospitals and emergency
medical services struggled to manage a
major influx of patients; response
personnel faced shortages of personal
protective equipment; testing for the
virus was scarce; and congregate living
facilities like nursing homes and prisons
saw rapid spread. State, local, and
Tribal governments mobilized to
support the health care system, issue
public health orders to mitigate virus
spread, and communicate safety
measures to the public. The United
States has since faced at least two
additional COVID-I9 waves that
brought many similar challenges: The
second in the summer, centered in the
south and southwest, and a wave
throughout the fall and winter, in which
the virus reached a point of
uncontrolled spread across the country
and over 3,000 people died per day.z:
By early l|i4:ay 2O21, the United States
has experienced over 32 million
confirmed COVID-I9 cases and over
575,000 deaths.2a

Mitigating the impact of COVID-I9,
including taking actions to control its
spread and support hospitals and health
care workers caring for the sick,
continues to require a major public
health response from State, local and
Tribal governments. New or heightened
public health needs include COVID-1.9
testing, major expansions in contact
tracing, support for individuals in
isolation or quarantine, enforcement of
public health orders, new public
communication efforts, public health
surveillance (e.g,, monitoring case
trends and genomic sequencing for
variants), enhancement to health care
capacity through alternative care
facilities, and enhancement of public
health data systems to meet new
demands or scaling needs. State, local,
and Tribal governments have also
supported major efforts to prevent
COVID-1S spread through safety
measures at key settings like nursing
homes, schools, congregate living
settings, dense worksites, incarceration
settings, and in other public facilities.
This has included implementing
infection prevention measures or
making ventilation improvements in
congregate settings, health care settings,
or other kev locations.

Other redponse and adaptation costs
include capital investments in public
facilities to meet pandemic operational

" C"t,"t" f- Oisease Control and Prevention,
COVID Data Tracker: Trends in Number of
COVID-Is Cases and Deaths in the US Reported to
CDC, by State/Terrilory, https :/ /c ovid.c dc.gov /
covid-data-tracker/#trcnds dailytrendscases (last
visited May 8,2021).

24 Id.

needs, such as physical plant
improvements to public hospitals and
health clinics or adaptations to public
buildings to implement COVID-1S
mitigation tactics. In recent months,
State, local, and Tribal governments
across the country have mobilized to
support the national vaccination
campaign, resulting in over 250 million
doses administered to date.2s

The need for public health measures
to respond to COVID-19 will continue
in the months and potentially years to
come. This includes the continuation of
the vaccination campaign for the general
public and, ifvaccinations are approved
for children in the future, eventually for
youths. This also includes monitoring
the spread of COVID-19 variants,
understanding the impact of these
variants (especially on vaccination
efforts), developing approaches to
respond to those variants, and
monitoring global COVID-1.9 trends to
understand continued iisks to the
United States. Finally, the long-term
heaith impacts of COVID-19 will
continue to require a public health
response, including medical services for
individuals with "long COVID," and
research to understand how COVID-19
impacts future health needs and raises
risks for the millions of Americans who
have been infected.

Other areas ofpublic health have aÌso
been negatively impacted by the
COVID-19 pandemic. For example, in
one survey in fanuary 2O21,, over 4O
percent of American adults reported
symptoms of depression or anxiety, up
from 11 percent in the first half of
201,9.26' The proportion of children's
emergency department visits related to
mental health has also risen
noticeably.2T Similarly, rates of
substance misuse and overdose deaths
have spiked: Preliminary data from the
CDC show a nearly 30 percent increase
in drug overdose mortality from
September 2019 to September 2O2O.28
Stay-at-home orders and other
pandemic responses may have also
reduced the ability ofindividuals
affected by domestic violence to access

2¡ Centers for Disease Control and Prevention,
COVID Daia Tracker: COVID-I9 Vaccinations in the
United States, https :/ / covi d.c d c -gov/covi d, dato-
tracke¡/#vaccinalions (last visited lL4ay 8, 2021,).

'z6 Panchal. supro nole 4; Muk É, Czeisler et aì..
Mental Health, Substance Abuse, and Suicidal
ideation During COMD-19 Pandemic- Unitcd
States, fune 24-30 2O2O,ll{orb. Mortal. Wkly. Rep.
69(32):1049-57 (Aug. 14, 2o2o), https://
vw. c d c. gov / n mtw/v olu m e s / 6 g / w /
mm693201 .htm.

27 Leeb, suprn note 4,
23 Centers for Disease Prevention and Control,

National Center for Health Statistics, Provisional
Drug Overdose Death Counts, https://ww.cdc.gov/
nch s /nvs s /vsrr/ dtug-overdose- data..h¿m (last visited
i|l4ay 8,202'1).

services.2s Finally, some preventative
public health measures like childhood
vaccinations have been deferred and
potentially forgone.3o

While the pandemic affected
communities across the country, it
disproportionately impacted some
demographic groups and exacerbated
health inequities along racial, ethnic,
and socioeconomic 1ines.31 The CDC
has found that racial and ethnic
minorities are at increased risk for
infection, hospitalization, and death
f¡om COVID-19, with Hispanic or
Latino and Native American or Alaska
Native patients at highest risk.32

Similarly, low-income and socially
vulnerable communities have seen the
most severe health impacts. For
example, counties with high poverty
rates also have the highest rates of
infections and deaths, with 223 deaths
per 100,000 compared to the U.S.
average of 175 deaths per L00,000, as of
May 2O21..s3 Counties with high social
vulnerability, as measured by factors
such as poverty and educational
attainment, have also fared more poorÌy
than the national average, with 211
deaths per 100,000 as of May 2021..34

2eMegan L. Evans, et al., Ä Pandemic within a
Pandemic-Intimate Partner Violence during
Covid-19, N. Engl. l. Med. 383:2302-04 (Dec. 10,
zOzO), avail oble at http s : / / ww.nej m.org/ doi / full /
1 o. 1 0 5 6 /NE/Mp 2 o 2 4o4 6.

30Jeanne M. Santoli et al., Effects of the
COVID-19 Pandemic on Routine Pediatric Vaccine
Ordering and Adninistration-United States, Morb.
Mortal. Wkly. Rep. 69(19):591-93 (May 8, 2020),
http s :/ /vw. cdc.gov/ mmw/volumes / 6 g / wr/
mm69 1 I e2. htm ; Muisa Langdon-Embry et al.,
Notes frr¡m the Field: Re.bound in Routine
Childhood Vaccine Administration Following
Decline During the COVID-I9 Pandemic-New
York City, March l-lune 27, 2O2O, Morb. Mortal.
Wkly. Rep. 69(30):999-10o1 (ltl.31 2o2o), https://
ww. c d c. gov / n ntw / volu me s / 6 I / w /
mm693003.htm.

31 Office of the White House, National Strategy for
the COMD-19 Response and Pandemic
Preparedness (Jan. 21, 202"1), https :/ /
M.whiteh ou se.gov/wp- content/ u pl od d s / z 0 2 1 / 0 1 /
N ati o n o l - Strate gy-f o r- th e - C OV ID- 1 I - ne s p on se -a n d -
Pan d emi c -Prepored nes s.pdf .

32 In a study of 13 states from October to
December 2020, the CDC I'ound that Hispanic or
Latino and Native American or Alaska Native
individuals were 1.7 times more likely to visit an
emergency room for COVID-19 than White
individuals, and Black individuals were 1.4 times
more likely to do so than Wh'ite individuals. See
Romano, sup¡(r note 10.

33 Centers for Disease Control and Prevention,
COVID Data Tracker: Trcnds in COVID-1 I Cases
and Deaths in the United States, by County-level
Population Factors, https : / / covid.cdc.gov/ covid-
data1racker/# pop -factors_totaÌdeoths (last visited
May A,2021).

3a The CDC's Sor;ial Vulnerability Index includes
fifteen væiables measuring social vulnerability,
including unemployment, poverty, education
levels, single-parent households, disability status,
non-English speaking households, crowded
housing, and transportation access.

Centers for Disease Control and Prevention,
COVID Data Tracker: Trends in COVID-19 Cases

Continued



26750 Federal Register/Vol. so, No. 93/Monday, }rday 1,7,2021lRules and Regulations

Over the last year, Native Americans
have experienced more than one and a
half times the rate of COVID-IS
infections, more than triple the rate of
hospitalizations, and more than double
the death rate compared to White
Americans.3s Low-income and minority
communities also exhibit higher rates of
pre-existing conditions that may
contribute to an increased risk of
COVID-I9 mortality.36

In addition, individuals living in low-
income communities may have had
more limited ability to socially distance
or to self-isolate when ill, resulting in
faster spread of tle virus, and were
over-represented among essential
workers, who faced greater risk of
exposure.3T Social distancing measures
in response to the pandemic may have
also exacerbated pre-existing public
health challenges. For example, for
children living in homes with lead
paint, spending substantially more time
at home raises the risk of developing
eÌevated blood lead levels, while
screenings for elevated blood lead levels
declined during the pandemic.3s The
combination of these underlying social
and health vulnerabilities may have
contributed to more severe public health
outcomes of the pandemic within these
communities, resulting in an
exacerbation of pre-existing disparities
in health outcomes.3s

and Deaths in the United States, by Social
Vulnerability Index, http s :/ / c ovi d.c d c. gov/ covi d-
dat a- t n cke r / # p o p - facto rs _total d eotfi .ç (last visited
May 8,2o2't\.

3s Centers for Disease Control and Prevention,
Risk for COVID-I9 Infection, Hospitalization, and
Death By Race/Ethnicity, https : / /w.cd c. gov/
c o r o naviru s / 2 0 7 I - nc ov / c ovi d' d ata / inve s ti gati o ns-
di s c ov ery/ ho s p it al izat io n- d e ath -by- n c e-
ethnicity.html (Iast visited Apr. 26,2021,).

36 See, e,9,, Centers for Disease Control and
Prevention, Risk of Severe Illness or Death from
COVID-19 (Dec. 10, 2O2O), https://w.cdc.gov/
c oro n av i n s / 2 0 1 9 - n c ov / c ommu n ity / hea lt h - e q u ity /
ra c i al - et h n i c - d i s p arit i e s / d Ís p ar iti e s - il I n e s s. htm l
(last visited Apr. 26,2021).

37 Milena Almagro et al., Racial Dispaities in
Frontline Workers and Housing Crowding During
COVID-I9: Evidence from Geolocation Data (Sept.
22, 2O2O), NYU Stern School of Business
(forthcoming), available at htt ps :/ / p apers.ssrn.com /
sol 3 / p apers.cfm? ab stract,id- 3 6 I 5 2 4 I ; Gt ace
McCo¡mack et al., Economic Vulnerability of
Households with Essential Workers, JAMA
324(4):3BB-90 (2O2O), available at https://
'¡ dm d n etwork.com /joum a I s /j oma /fullortic le /
2767630.

3e See, e.g., foseph G. Courtney et al., Decreases
in Young Children Who Received Blood Lead Level
Testing During COVID-1 g-34 Jurisdictions,
fanuary-May 2020, Morb. Mort. Wkly. Rep.
70(5):155-61 (Feb. 5, 202-t), https://w.cdc.gov/
mmw/volum es / 7 O /wr/mm7oo 5 02.itu; Emily A.
Benfer & Lindsay F. Wiley, Health lustice Strategies
to Combat COVID-19:
Communities During a

Eligible Public Health Uses. The
Fiscal Recovery Funds provide
resources to meet and address these
emergent public health needs, including
through measures to counter the spread
of COVID-1S, through the provision of
care for those impacted by the virus,
and through programs or services that
address disparities in public health that
have been exacerbated by the pandemic.
To facilitate implementation and use of
payments f¡om the Fiscal Recovery
Funds, the interim final rule identifies
a non-exclusive list of eligible uses of
funding to respond to the COVID-19
public health emergency. Eligible uses
listed under this section build and
expand upon permissible expenditures
under the CRF, while recognizing the
differences between the ARPA and
CARES Act, and recognizing that the
response to the COVID-19 public health
emergency has changed and will
continue to change over time. To assess
whether additional uses would be
eligible under this category, recipients
should identify an effect of COVID-IS
on public health, including either or
both of immediate effects or effects that
may manifest over months or years, and
assess how the use would respond to or
address the identified need.

The interim final rule identifies a
non-exclusive list ofuses that address
the effects of the COVID-19 public
health emergency, including:

t COVID-19 Mitigation and
Prevention. A broad range of services
and programming are needed to contain
COVID-I9. Mitigation and prevention
efforts for COVID-19 include
vaccination programs; medical care;
testing; contact tracing; support for
isolation or quarantine; supports for
vulnerable populations to access
medical or public health services;
public heaith surveillance (e.g.,
monitoring case trends, genomic
sequencing for variantsJ; enforcement of
public health orders; public
communication efforts; enhancement to
health care capacity, including through
alternative care facilities; purchases of
personal protective equipment; support
for prevention, mitigation, or other
services in congregate living facilities
(e.g., nursing homes, incarceration
settings, homeless shelters, group living
facilities) and other key settings like
schools; ao ventilation improvements in

.* rq N*huri"l M. Lewis et al., Disparities in
COVID-I I Incirlence, Hospitalizations, and Testing,
by Area-Level Deprivation-Utah, March 3-July 9,
202tì, Morb. Mortal. Wkly. Rep. 6S(38):1369-73
(Sept. 25, 2o2o), http s : / / w.c dc.gov/ mnw/
vo Iuntes / 6 9 /w/mm 6g 3 8d4. ht m.

aoThis includes implementing mitigation
strategies consistent with the Centers for Disease
Control and Prevention's (CDC) Operational

congregate settings, health care settings,
or other key locations; enhancement of
public health data systems; and other
public health responses.4l They also
include capital investments in public
facilities to meet pandemic operational
needs, such as physical plant
improvements to public hospitals and
health clinics or adaptations to public
buildi.ngs to implement COViD-19
mitigation tactics. These COVID-I9
prevention and mitigation programs and
services, among others, were eiigible
expenditures under the CRF and are
eligible uses under this category of
eligible uses for the Fiscal Recovery
Funds.a2

¡ Medical Expenses. The COVID-19
public health emergency continues to
have devastating effects on public
health; the United States continues to
average hundreds of deaths per day and
the spread of new COVID-19 variants
has raised new risks and genomic
surveillance needs.as Moreover, our
understanding of the potentially serious
and long-term effects ofthe virus is
growing, including the potential for
symptoms like shortness of breath to
continue for weeks or months, for multi-
organ impacts from COVID-19, or for
post-intensive care syndrome.aa State
and local governments may need to
continue to provide care and services to
address these near- and longer-term
needs.4s

Strategy for K-12 Schools through Phased
Preventior, available at https://m.cdc.gov/
c o ron dvi tu s / 2 O 1 9 -n c ov / c om munity / s c h o ol s -
c h i I d c ore / o p e rat i o n - s trate gy. ht ml.

a1 Many of these expcnscs were also eligible in
the CRF. Generally, funding uses eligible under CRF
as a response to the direct public health impacts cf
COVID-I9 will t;ontinue to be eligible under the
ARPA, including those not explicitly listed here
(e.g., telemedicine costs, costs to läcilitate
compliance with pubìic health orders, disinfection
of public æeas, 1äcilitating distance leming,
increased solid waste disposal needs related to PPE,
paid sick and paid family and medical leave to
public employees to enabÌe conpliance with
COVID-19 public health precautions), with the
following two exceptions: (1) The standard for
eligibility of public health and safety payrolls has
been updated (see section II.A of this
SUppLEMENTARY tNFoRMAT|oN) and (z) expenses
related to the issuance of tax-anticipation notes ile
no longer an eligible funding usc (sec discussion of
debt seruice in section II.B of this sUPPLEMENTARY
TNFORMATTON).

a2 Coronavirus Relief Fund for States, Tribal
Governments, and Certain Eligible Local
Governments, 86 FR 41t12 (Jan.15,20211, avoilable
at http s : / / h one.treasury.gov / syste n /files / 1 3 6 / CRF-
Gui dun ce-Fe deroI-Registe L2 0 2 7 - 0OS 2 7.p dÍ.

43 Centers for Disease Control and Prevention,
sup¡d note 24.

aa Centers for Disease Control and Prevention,
Long-Term Ellects (Apr. 8, 2021), https://
wv.c dc, gov/ c oronavirus / 2 o 1 g - nc ov /long-tern-
efJects.httn) (lasl visited Apr. 26, 2027).

as Pursuant to 42 CFR 433.51 and 4s CFR 25.306,
Fiscal Recovery Funds may not seroe as a State or
locality's contribution of certain Federal funds.

Protecting
Pandemic

Vulnerable
, Health Affairs

Blog [Mar. 1.9, 2O2o), https ://vw.healthaffairs.org/
d o / 1 o. 1 s 7 7 / llblog2 o 2 o0 3 1 9.7 5 7 Bæ /full /.

3c See, e,9,, Centers for Disease Control and
Prevention, suprû note 34; Benfe¡ & Wiley, supra
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c Behavioral Health Care.ln addition,
new or enhanced State, local, a¡d Tribal
government services may be needed to
meet behavioral healtl needs
exacerbated by the pandemic and
respond to other public health impacts.
These services include mental health
treatment, substance misuse treatment,
other behavioral health services,
hotlines or warmlines, crisis
intervention, overdose prevention,
infectious disease prevention, and
services or outreach to promote access
to physical or behavioral health primary
care and preventative medicine.

. Public Health and Safety Staff.
Treasury recognizes that responding to
the public health and negative economic
impacts of the pandemic, including
administering the services described
above, requires a substantial
commitment of State, local, and Tribal
government human resources. As a
result, the Fiscal Recovery Funds may
be used for payrolÌ and covered benefits
expenses for public safety, public
health, health care, human services, and
similar employees, to the extent that
their services are devoted to mitigating
or responding to the COVID-I9 public
health emergency.46 Accordingly, the
Fiscal Recovery Funds may be used to
support the payroll and covered benefits
for the portion of the employee's time
that is dedicated to responding to the
COVID-19 public health emergency. For
administrative convenience, the
recipient may consider public health
and safety employees to be entirely
devoted to mitigating or responding to
the COVID-19 public health emergency,
and therefore fully covered, if the
employee, or his or her operating unit
or division, is primarily dedicated to
responding to the COVID-I9 public
health emergency. Recipients may
consider other presumptions for
assessing the extent to which an
employee, division, or operating unit is
engaged in activities that respond to the
COVID-19 public health emergency,
provided that the recipient reassesses
periodicaÌly and maintains records to
support its assessment, such as payroll
records, attestations from supervisors or
staff, or regular work product or
correspondence demonstrating work on

-nn 

Jr ***¡, i¡ an employee's wages and salaries
æe an eligible use of Fiscal Recovery Funds,
recipients may trcat thc employee's covcrcd
benefits as an eligible use of Fiscal Recovery Funds.
For purposes of the Fiscal Recovery Funds, covercd
benefits include costs of all types of leave (vacation,
family-related, sick, militæy, bereavement,
sabbatical, jury cluiy), employee insurant;e (health,
life, dental, vision), retiremeni (pensions, 401(k)J,
unemployment benefit plans (Federal and state),
workers compensation insurance, and Federal
Insurance Contributions Act (FICA) tues (which
includes Social Security and Medicare tuesl.

the COVID-19 response. Recipients
need not routinely track staff hours,

. Expenses to Improve the Design and
Execution of Health and Public Health
Programs. State, local, and Tribal
governments may use payments from
the Fiscal Recovery Funds to engage in
planning and anaiysis in order to
improve programs addressing the
COVID-19 pandemic, including through
use of targeted consumer outreach,
improvements to data or technology
infrastructure, impact evaluations, and
data analysis.

Eligible Uses to Address Disparitíes in
Public Health Outcomes,In addition, in
recognition of the disproportionate
impacts of the COVID-1.9 pandemic on
health outcomes in low-income and
Native American communities and the
importance of mitigating these effects,
the interim final rule identifies a
broader range of services and programs
that will be presumed to be responding
to the public health emergency when
provided in these communities.
Specifically, Treasury will presume that
certain types of services, outlined
below, are eligible uses when provided
in a Qualified Census Tract (QCT),a7 to
families living in QCTs, or when these
services are provided by Tribal
governments.as Recipients may also
provide these services to other
populations, households, or geographic
areas that are disproportionately
impacted by the pandemic. In .

identifying these disproportionately-
impacted communities, recipients
should be able to support their
determination that the pandemic
resulted in disproportionate public
health or economic outcomes to the

a7 Qualified Census Tracts are a common, readily-
accessible, and geographically granular method of
identi$ring communities with a large proportion of
low-income residents. Using an existing measure
may speed implementation and decrease
administrative burden, while identifuing areas of
need at a highly-localized leveì.

While QCTs are an effective tool generally, many
tribal commlnities have households with a wide
range of income levels due in part to non-tribal
member, high income residents iiving in the
community. Mixed income communities, with a
significant share of tribal members at the lowest
levels of income, are often not included as eligible
QCTs yet tribal residenls are experiencing
disproportionate impacts duc to the pandemic.
Therefore, including all sewices provided by Tribal
governments is a more effective means of ensuring
that disproportionately impacted Tribal members
can receive services.

a8 U.S. Department of Housing and Urban
Development (HtlD), Qualified Census Tracts and
Difficult Development Areas, -hltp.s:,/
rw. h u d u s e r. gov / p o rto Ì / d ot o s e t s / q c t. h tnt I (last
visited Apr. 26,2O21,)i U.S. Department of the
Interior, Bureau oflndian Affairs, Indian Lands of
Federally Recognized Tribes of the United States
(June 201 6), https : / /w.bia. gov/sites /bia.gov/ files /
a ssets /bi a /ot s/webteam / pdf /i d c 1 - 0 2 S 6 3 5.pdf last
visited Apr. 26, 2021,1.

specific populations, households, or
geographic areas to be served.

Given the exacerbation ofhealth
disparities during the pandemic and the
role of pre-existing social vulnerabilities
in driving these disparate outcomes,
services to address health disparities are
presumed to be responsive to the public
health impacts of the pandemic.
Specifically, tecipients may use
payments from the Fiscal Recovery
Funds to facilitate access to resources
that improve health outcomes,
including services that connect
residents with health care resources and
public assistance programs and build
healtlier environments, such as:

. Funding community health workers
to help community members access
health services and services to address
the social determinants of health; ae

. Funding public benefits navigators
to assist community members with
navigating and applying for available
Federal, State, and local public benefits
or services;

r Housing services to support healthy
living environments and neighborhoods
conducive to mental and physical
wellness;

. Remediation of lead paint or other
lead hazards to reduce risk of elevated
blood lead levels among children; and

¡ Evidence-based community
violence intervention programs to
prevent violence and mitigate the
increase in violence during the
pandemic.so

2. Responding to Negative Economic
Impacts

Impacts on Households and
Individuals. The public health
emergency, including the necessary
measures taken to protect public health,
resulted in significant economic and
financial hardship for many Americans.
As businesses closed, consumers stayed
home, schools shifted to remote

as The sot;ial deterninants of health ue the social
and environmental conditions that affect health
outcomes, specifically economic stability, health
cile access, social context, neighborhoods and built
environment, and education access. See, e.g., U.S.
Department of Health and Human Services, Office
of Disease Prevention and Health Promotion,
Healthy People 2030: Social Determinants of
}leallh, ht't p s : / / h e ol th. gov / h e a I thyp e o pl e / obj e ctive s -
and- data/ social- determinonts -hea1tå (last visited
Apt.26,2021).

soNational Commission on COVID-19 and
Criminal Justice, Impact Rcport: COVID-I9 and
Crime (lan. 31,,2O21), https://
covi d 1 9. cou n ci I on cj.org/ 2 o2 1 /0 1 / 3 1 / impdct-repoft
covid-l9-and-crime-.:,/ (showing a spike in
homicide and assaults); Brad Boesrup et al.,
Alæming Trends in US domestic vioÌence rluring
the COVID-19 pandemic, Am. I. of Emerg. Med.
38(72): 2753-55 (Dec. 1,, zo2o), avuiluble at https://
ww. aj enj ourn al. com / drticle / S0 7 3 5 -
6757(2O)3oso7-7öu]?texf (showing a spike in
domestic violence).
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education, and travel declined
precipitously, over 2O million jobs were
lost in March and April 2O2O.51
Although many have returned to work,
as of April 2O21 , lhe economy remai ns
8.2 million jobs below its pre-pandemic
peak,s2 and more than 3 million workers
have dropped out ofthe labor market
altogether relative to February 2O2O.53

Rates of unemployment are
particularly severe among workers of
color and workers with lower levels of
educational attainment; for example, the
overall unemployment rate in the
United States was 6.L percent in April
2O21,,btÍ certain groups saw much
higher rates: 9.7 percent for Black
workers, 7.9 percent for Hispanic or
Latino workers, and 9.3 percent for
workers without a high school
diploma.5a Job losses have also been
particularly steep among low wage
workers, with these workers remaining
furthest from recovery as of the end of
2O2O.55 A severe recession-and its
concentrated impact among low-income
workers-has amplified food and
housing insecurity, with an estimated
nearly 17 million adults living in
households where there is sometimes or
often not enough food to eat and an
estimated 1o.7 million adults living in
households that were not cunent on
rent.56 Over the course of the pandemic,

s1 U.S. Bureau of Labor Statistics, All Employees,
Total Nonfarm (PAYEMS), retrieved liom FRED,
Federal Reserve Bank of St. Lotis; https://
fred. stl oui sfed.org/ seri es /PAYEMS (last visitcd May
8,2021.).

s2 Id.
53 U.S. Bureau of Labor Statistics, Civilian Labor

Fo¡ce Level ICLF16OV], retrievcd Ílom FRED,
Federal Reseroe Bank of St. Loris, https://
fred.stlouisfed.org/series/CLF1 6OV (last visitcd May
a,2027).

5a U.S. Bureau of Labor Statistics, Labor Forcc
Statistics from the Cunent Population Suruey:
Employment status of the civilian population by sex
and age (May a 2021), https://wv.bls.gov/
news.release/enpsit.tOT -htm (last visited May 8,
2021); U.S. Bureau of Labor Statistics, Labor Force
Statistics from the Cunent Population Snrvey;
Employment status of the civilian noninstitutional
population by race, Hispanic or Latino ethnicity,
sex, and age (May 8,2021), https://w.bls.gov/
web /emp sit /cpseeaÙ4. htrn (last visited May 8,
2021);U.5. Bureau of Labor Statistics, Labor Force
Statistics lrom the Cunent Population Suney:
Employmcnt status of the civilian noninstitutional
population 25 years and over by educational
attainment (May B, 2021 ), htt ps : / /w.bl s.gov/ web /
empsit/cpseea)5.}fm (last visited May tì, 2021).

5sElise Gould & Jori Kandra, Wages grew in 2020
because the bottom fell out of the low-wage labor
market, Economic Policy Institutc (Fcb. 24,2021),
https : / /fil es. epi. or9/ p df/ 2 1 I 41 B. pdf . S ee also,
Michael Dalton et al., The K-Shaped Recovery:
Exmining the Diverging Fortunes of Workers in the
Recovery from the COMD-19 Pandemic using
Business and Household Survey Microdata, U.S.
Bureau of Labor Statistics Working Paper Series
(Feb. 2021), https : / /wr.bl s.gov/ osnr / researc h-
papers/ 2 0 2 1 / p df/e c2 1 0o 2 o. pdf .

sû Center on Budget and Policy Priorities,
Tracking the COVID-19 Recession's Effects on

inequities also manifested along gender
lines, as schools closed to in-person
activities, leaving many working
families without child care during the
day.57 Women of color have been hit
especiaily hard: The labor force
participation râte for Black women has
fallen by 3.2 percentage points 58 during
the pandemic as compared to 1.0
percentage points for Black men ss and
2.0 percentage points for White
women.60

As the economy recovers, the effects
of the pandemic-related recession may
continue to impact households,
including a risk ofÌonger-term effects on
earnings and economic potential. For
example, unemployed workers,
especially those who have experienced
longer periods of unemployment, earn
lower wages over the long term once
rehired.Gl In addition to the labor
market consequences for unemployed
workers, recessions can also cause
longer-term economic challenges
through, among other factors, damaged
consumer credit scores 62 and reduced
familial and childhood wellbeing.ea

F""d, H*i"g, 
"nd 

Employment Hadships,
htt p s I /w. cb p p. o r g/ r e s e ar ch / p ove rty- a n d -
ine qu d ity / tra ckin g-the - c ovi d- 7 I - re c e s s i o ns - e ff e c ts -
on-food-housing-ond (last visited M.ay S, 2021,).

57 Women have carried a larger share of childcare
responsibilities than men during the COVID-19
crisis. See, e.g., Gema Zamano & María J. Prados,
Gender differences in coupìes'division of
childcare, work and mental health during COVID-
19, Rev. Econ. Household 'Igt'l'l- o (2021),
availabl e at https : / / Iin k. spri n ger. c om / añicle/
1 0.1 0O7/s1 1 1 5O-O20-095 34-7 ; TIIaD Alon et al., The
Impact of COVID-19 on Gender Equality, National
Bureau ofEconomic Research Working Paper 26947
(April 2020), available at https://ww.nber.org/
papers/w26947.

53 U.S. Bureau of Labor Statistics, Labor Force
Participation Ratr2o Yrs. & Over, Black or African
.tmerican Wonen [LNS11iì00032], retrieved from
FRED, Federal Reserve Bank of St . Lotis; https://
fred. stl ouisfe d. org/ s eries /LN S 1 1 3 00032 (last visited
l^'l.ay A,2021).

se U.S. Bureau of Labor Statistics, Labor Force
Participation RatF2O Yrs. & Over, Black or African
.\merican Men [LNS11300OS1], retrieved from
FRED, Federal Reserve Bank of St. Lotis; https://
fre d.stlouisfed.org/ s erie s /LN S 1 1 30O03 I (last visited
May B, 2021).

60 U.S. Bureau of Labor Statistics, Labor Force
Participation Rate-20 Yrs. & Over, White Women
ILNS113000291, retrieved from FRED, Federal
Reserue Bank of St. Louis; /rffps:,/
fred. siloui sþ d. org/ series/LN S 1 1 3 0OO29 (last visited
May 8,2021,).

61 See, e.g., Michael Greenstone & Adam Looney,
Unemployment and Earnings Losses: A Look at
Long-Term Impacts of the Great Recession on
American Workers, Brookings Institution (Nov. 4,
2O2L), http s :/ /w.brookings. e du /blog/ j obs / 2 0 1 1 /
1 1 / 0 4 / u n em p I oytn ent - dn d - e ot n ings - I o s s e s - a - I o ok-
at - I o n g- t e r m - i m p uc t s - of-the - gre tt- r e c e s s i o n - o n -
american-workets/.

62 Chi Chi Wu, Solving the Credit Conundrumr
Helping Consumers' Credit Records Impaired by the
Foreclosure Crisis and Great Recession (Dec. 2013),
htt ps : / /w. n clc. org/inage s / p df/cre dit re p oLts /
report-credit-conu n d rum - 2O 1 3.p df .

63 Irwin Garfinkel, Sæa Mclanahan, Christopher
Wimer, eds., Children of the Great Recession,

These potential long-term economic
consequences underscore the continued
need for robust policy support.

Impacts on Businesses. The pandemic
has also severely impacted many
businesses, with small businesses hit
especially hard. Small businesses make
up nearly half of U.S. private-sector
employment 6a and play a key role in
supporting the overall economic
recovery as they are responsible for two-
thirds of net new jobs.os Since the
beginning of the pandemic, however,
400,000 small businesses have closed,
with many more at risk.66 Sectors with
a large share of small business
employment have been among those
with the most drastic drops in
employment.6T The negative outlook fot
small businesses has continued: As of
Apríl 2021., approximately 70 percent of
small businesses reported that the
pandemic has had a moderate or large
negative effect on their business, and
over a third expect that it will take over
6 months for their business to return to
their normal level of operations.6s

This negative outlook is likely the
result of many small businesses having
faced periods of closure and having seen
declining revenues as customers stayed
home.6s In general, small businesses can
face greater hurdles in accessing
credit,To and many small businesses
were already financially fragile at the
outset of the pandemic.Tl Non-profits,
which provide vital services to
communities, have similarly faced

Russell Sage Foundation (Aug. 2016), available at
ht t p s : / / w. r'u s s el Is age. o rg/ pub I i c ati o n s / ch il dt e n-
Breat-recession.

6a Boæd of Governors of tlre Federal Reserve
System, supra note 5.

6s U.S. Small Business Administration, Office of
Advocacy, Small Businesses Generate 44 Percent of
U.S. Economic Activity (lan. 30,201.9), https://
advoc a c y. sb a. gov / 2 o 1 I / o 1 / 3 o / s mall-busrnesses-
g,en erat e - 4 4 - p erc ent- of -u - s - e c on om i c - activi ty /.

66 Biden, sup¡a note 6.
67 Daniel Wilmoth, U.S. Small Business

Adminisiration Office of Advocacy, The Effects of
the COVID-19 Pandemic on Small Businesses, Issue
Brief No. 16 (Mil. 2021), available at https://
c dn. o dvoco cy.sba.gov/wp-content/u ploo d s / z o z t /
O 3 / 0 2 1 1 2 3 1 8 / COVID- 1 I -Impact -On- S noll-
Business.pdf.

68U.S. Census Bureau, Small Business Pulse
Stwey, https :/ /portol.census.gov/pulse/dato / (last
visited May 8,2021,).

6e Olivia S. Kim et al., Revenue Collapses and the
Consumption of Small Business Owners in the
Early Stages of the COVIÞ19 Pandemic (Nov.
2o2o), https :/ /ww.nberorg/papers / w2 I 1 5 1.

70 See e.g., Board ofGovernors ofthc Federal
Reseroe System, Report to Congress on the
Availability of Credit to Small Businesses (Sept.
2O"17), available at http s : / / w.federolre serue. gov/
p u b li c oti on s / 2 0 1 7 - s epte mb er- ava ilab ility- of - c re d it-
to-smttl I -hu sin es ses. htm.

Tl Alexander W. Bartik et al., The Impact of
COVID-I9 on small business outcomes and
expectations, PNAS 117(30): 17656-66 (fuly 28,
2O2O), avail able at http s : / /ww.pnas.org/ content /
1 17/30/17656.
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economic and financial challenges due
to the pandemic.T2

Impacts to State, Local, and Tribal
Governments. State, local, and Tribal
governments have felt substantial fiscal
pressures. As noted above, State, local,
and Tribal governments have faced
significant revenue shortfalls and
remain over 1 million jobs below their
pre-pandemic staffing levels.73 These
reductions in staffing may undermine
the ability to deliver services effectively
as well as add to the number of
unemployed individuals in their
jurisdictions.

Exac erb atio n of Pre - exi stin g
Disparities. The COVID-I9 public
health emergency may have lasting
negative effects on economic outcomes,
particularly in exace¡bating disparities
that existed prior to the pandemic.

The negative economiò impacts of the
COVID-19 pandemic are particularly
pronounced in certain communities and
families. Low- and moderate-income
jobs make up a substantial portion of
both totaI pandemic job losses,Ta and
jobs that require in-person frontline
work, which are exposed to greater risk
of contracting COVID-19.75 Both factors
compound pre-existing vulnerabilities
and the likelihood offood, housing, or
other financial insecurity in low- and
moderate-income families and, given
the concentration of low- and moderate-
income families within certain
communities,T6 raise a substantial risk
tllat the effects of the COVID-19 public
health emergency will be amplified
within these communities.

These compounding effect of
recessions on concentrated poverty and
the long-lasting nature of this effect
were observed after the 2OO7-2OO9
recession, including a large increase in
concentrated povefty with the number
of people living in extremely poor

72 Federal Reserve Bank of San Francisco, Impacts
of COVID-1s on Nonprofits in the Western United
States (May 2O2O), https://wJrbsf.org/
c o mmunity- d evel op n ent /f i I e s / imp a c t - o f - c ovi d-
n on p rofi t s - serei n g-we st em -u n ite d'st at e s. p df .

73 Bureau of Labor Statistics, supra note 8; Elijah
Moreno & Heather Sobrepena, Tribal entities ¡emain
resilient as COVID-I9 batters their finances,
Federal Resewe Bank of Minncapolis (Nov. 10,
2021), http s :/ /w. m inneapolisfed. org/nilicle /
2 0 2 O /tri ba I - ent i ti e s -rem a i n - rc si I ient - o s - c oví d - 1 9 -
b atters -th e ir- financ e s.

7a Kim Parker et al., Economic Fallout from
COVID-19 Continues to Hit Lower-Income
Americans the Hardest, Pew Research Center (Sept.
24, 2o2o), http s : / /w.p ewesearch. org/s oc iul-
tren d s / 2 o 2 0 / 0 9 / 2 4 / ec on otní c - f al I o ùt -fïo m- c ovi d- 1 9 -
c on ti n u e s -t o - h it - I ower-in c otne - unt eri c un s - th e -
hardest/ ; Gotld, 6up¡o note 55.

75 See infro Ser;tion II.B of this Supplementary
lnformation.

76Eìizabeth Kneebone, The Changing geography
ofUS poverty, Brookings Institution (Feb. 15, 20171,
h ttp s : / /ww.b ro o ki n gs. e du / t e st i mo n i e s / th e -
c h a n gi n g- ge o grap hy- of - u s - p ove rty/.

neighborhoods more than doubling by
2O1,O-2O1,4 relative to 2OOO.77
Concentrated poverty has a range of
deleterious impacts, including
additional burdens on families and
reduced economic potential and social
cohesion.Ts Given the disproportionate
impact of COVID-19 on low-income
households discussed above, there is a
risk that the current pandemic-induced
recession could further increase
concentrated poverty and cause long-
term damage to economic prospects in
neighborhoods of concentrated poverty.

The negative economic impacts of
COVID-I.S also include significant
impacts to children in
disproportionately affected families and
include impacts to education, health,
and welfare, all of which contribute to
long-term economic outcomes.Ts Many
low-income and minority students, who
were disproportionately served by
remote or hybrid education during the
pandemic, lacked the resources to
participate fully in remote schooling or
live in households without adults
available throughout the day to assist
with online coursework.so Given these
trends, the pandemic may widen
educational disparities and worsen
outcomes for low-income students,sl an

77 Elizabeth Kneebone & Nataìie Holmes, U.S.
concentrated poverty in the wake of the Great
Recession, Brookings Institution (Mar. 31, 2016),
http s : / / w. bro o ki ngs. e d u / r es e o rch / u - s -
c o n c e ntrot e d - p overty-in-t h e -wake - o f- t h e - gre at -
recession/.

TsDavid Erickson et al., The Enduring Challenge
of Concentrated Poverty in America: Case Studies
Êrom Conmunities Across the U.S. (2008), avoíloble
at h tt p s : / /w.frb sf . org/ c om mun i ty- d evd op m e n t /
f il e s / cp -f u I Jre p o ft . p df .

7e Educational quality, as eæÌy as Kindergarten,
has a long-term impact on children's public health
and economic outcomes. See, e.g., Tyler W. Watts
et al., The Chicago School Readiness Project:
Examining the long-term impacts of an early
childhood interoention, PLoS ONE 73{7) (2078),
availabl e at https : / /journals.plos.org/ p)osone /
article?i d= 1 O. 1 3 7 1 /j oumal. p one.O2O0 1 44 ;
Opportunity lnsights, How Can We Amplify
Educa-tion as an Engine of Mobility? Using big data
to help chiìdren get the most ftom schoo\, https://
opportunityin sÍght s. org/e ducation / (last visited
Apr. 26,2021.); U.S. Dcpartment of Health and
Human Services (HHS), Office of Disease
Prcvention and Health Promotion, Early Childhood
Development and Edtcarion, https :/ /
vw. h e a lt hyp e o p I e. gov / 2 0 2 o / t o p ic s - obj e c t ive s /
topi c / s o ci a l - d etem in ant s - he a lth / in te rue nt i o n s -
re s ourc e s / e arly- c hil d h o o d - d eve I o p ment- a n d -
educotion (last visited A¡r. 26, 2021,).

30 See, e.8., Bacher-Hicks, suprd note 14,
81 A Depætment of Education survey found that,

as ofFebruary 2021,42 pcrccnt offourth grade
students nationwide were offered only remote
education, compared to 48 percent of economically
disadvantaged students, 54 percent of Black
students and 57 percent ofHispanic students. Large
districts oft en disproportionately serue low-income
students. See Institute of Education Sciences,
Monthly School Survey Dashboard., https://
íes.ed.gov/schoolsurueyl (last visited Apr. 26, 2021).
In summer 2020, a review found that 74 percent of
the largest 100 districts chose remote learning only.

effect that would substantially impact
their long-term economic outcomes.
Increased economic strain or material
hardship due to the pandemic could
also have a long-term impact on health,
educational, and economic outcomes of
young children.s2 Evidence suggests
that adverse conditions in eariy
childhood, including exposure to
poverty, food insecurity, housing
insecurity, or other economic hardships,
are particularly impactfu l.ae

The pandemi c's disproportionate
economic impacts are also seen in
Tribal communities across the
country-for Tribal governments as well
as families and businesses on and off
Tribal lands. In the early months of the
pandemic. Native American
unemployment spiked to 26 percent
and, while partially tecovered, remains
at nearly 11 percent.sa Tribal enterprises
are a significant source ofrevenue for
Tribal governments to support the
provision of government services. These
enterprises, notably concentrated in
gaming, tourism, and hospitality,
flequently closed, significantly reducing
both revenues to Tribal governments
and employment. As a result, Tribal
governments have reduced essential
services to their citizens and
communities.ss

Eligible Uses. Sections 602(cX1)(A)
and 603(c)(1)(A) permit use of payments
from the Fiscal Recovery Funds to
respond l-o the negative economic
impacts of the COVID-IS public health
emergency. Eligible uses that respond to
the negative economic impacts of the
public health emergency must be
designed to address an economic harm
resulting fiom or exacerbated by the
public health emergency. In considering
whether a program or service would be

S"" Sdr"utiu., Week, School Districts' Reopening
Plans: A Snapshot (Jtl.1,5,2o2o), https://
wv. e dwe ek. o rg / 1 ea de rs h ip / s c h o ol- d i st r i ct s -
reopening-pl an s-o -sn opsh ot / 2 0 2OlOZ (last visited
¡i'.ay 4,2021.).

82HHS, supra note 79.
33 Hirokazu Yoshikawa, Effccts of the Global

Coronavi¡us Disease-2019 Pandemic on Ealy
Childhood Development: Short- and Long-Tem
Risks and Mitigating Progrâm and Policy Actions,
J. ofPediatrics VoÌ. 223:1BB-93 (Aug. -1, 2020),
avai I able at https : / /ww.jp eds.cotn/ article/ S 0o 2 2 -
3 4 7 6( 2 O)3 O60 6- 5 / abstract.

8a Based on calculations conducted by the
Minneapolis Fed's Center for Indian Country
Development using Flood et al. (2020)'s Cuuent
Population Survey." Sarah FIood, Miriam King,
Renae Rodgers, Steven Ruggles and J. Robert
Wilren. Integraled Public Use Microdata Series,
Current Population Survey: Version 8.0 [datasetl.
Minneapolis, MN: IPUMS, 2O2O. http s : / / doì. org/
10.18128/DO3O.V8.O, see also Donna Feir & Charles
Golding, Native Employment During COVID-I9:
Hard hit in April but Starting to Rebount? (Aug. 5,
2o2ûJ, h ttp s : / / ww. mi nn e ap o li sf e d. o r g/ art i c I e /
2 0 2 O / n ativ e - em p I olment - dur i ng- c ovi d - 1 9 - h it - h ar d -
i n -d p ri l - bu t - starti n g-t o -re b ou n d.

ssMoreno & Sobrepena, supranote 73.
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eligible under this category, the
recipient should assess whether, and the
extent to which, there has been an
economic harm, such as loss of earnings
or revenue, that resulted from the
COVID-19 public heaÌth emergency and
whether, and the extent to which, the
use would respond or address this
harm.86 A recipient should first
consider whether an economic harm
exists and whether this harm was
caused or made worse by the COVID-19
public health emergency. While
economic impacts may either be
immediate or delayed, assistance or aid
to individuals or businesses that did not
experience a negative economic impact
from the public health emergency
would not be an eligible use under tlis
category.

In addition, Lhe eligible use musl
"respond to" the identified negative
economic impact. Responses must be
related and reasonably proportional to
the extent and type of harm
experienced; uses that bear no relation
or are grossly disproportionate to the
type or extent ofharm experienced
would not be eligible uses. Where there
has been a negative economic impact
resulting from the public health
emergency, States, local, and Tribal
governments have broad latitude to
choose whether and how to use the
Fiscal Recovery Funds to respond to
and address the negative economic
impact. Sections 602(c)(11(AJ and
603(cX1)(A) describe several types of
uses that would be eligible under this
category, including assistance to
households, small businesses, and
nonprofits and aid to impacted
industries such as tourism, travel, and
hospitality.

To facilitate implementation and use
of payments from the Fiscal Recovery
Funds, the interim final rule identifies
a non-exclusive list of eligible uses of
funding that respond to the negative
economic impacts of the public health
emergency. Consistent with the
discussion above, the eligible uses listed
below would respond directly to the
economic or financial harms resulting
from and or exacerbated by the public
health emergency.

o Assistance to Unemployed Workers.
This includes assistance to unemployed
workers, including services like job
training to accelerate rehiring of
unemployed workers: these services
may extend to workers unemployed due
to the pandemic or the resulting
recession, or who were already
unemployed when the pandemic began

36In some cases, a use may be permissible under
another eligible use oategory even if it falls outside
the scope of section (cXl)(A) of the Act.

and remain so due to the negative
economic impacts of the pandemic.

o State UnemploTrrnent Insurance
Trust Funds. Consistent with the
approach taken in the CRF, recipients
may make deposits into the state
account of the Unemployment Trust
Fund established under section g04 of
the Social Security AcT(42 U.S.C. 11041
up to the level needed to restore the pre-
pandemic balances ofsuch account as of
fanuary 27,2O2O or to pay back
advances received under Title XII ofthe
Social Security Act(42 U.S.C. 1321) for
the payment of benefits between January
27,2O2O and May 1,7,2021,, given the
close nexus between Unemployment
Trust Fund costs, solvency of
Unemployment Trust Fund systems,
and pandemic economic impacts.
Further, Unemployment Trust Fund
deposits can decrease fiscal strain on
UnempÌoyment Insurance systems
impacted by the pandemic. States facing
a sharp increase in Unemployment
Insurance claims during the pandemic
may have drawn down positive
Unemployment Trust Fund balances
and, after exhausting the balance,
required advances to fund continuing
obligations to claimants. Because both
of these impacts were driven directly by
the need for assistance to unemployed
workers during the pandemic,
replenishing Unemployment Trust
Funds up to the pre-pandemic level
responds to the pandemic's negative
economic impacts on unemployed
workers.

c Assistance to Households.
Assistance to households or populations
facing negative economic impacts due to
COVID-19 is also an eligible use. This
includes: Food assistance; rent,
mortgage, or utility assistance;
counseling and legal aid to prevent
eviction or homelessness; cash
assistance (discussed below); emergency
assistance for burials, home repairs,
weatherization, or other needs; internet
access or digital literacy assistance; or
job training to address negative
economic or public health impacts
experienced due to a worker's
occupation or level of training. As
discussed above, in considering whether
a potential use is eligible under this
category, a recipient must consider
whether, and the extent to which, the
household has experienced a negative
economic impact from the pandemic. In
assessing whether a household or
population experienced economic harm
as a result of the pandemic, a recipient
may presume that a household or
population that experienced
unemployment or increased food or
housing insecurity or is low- or
moderate-income experienced negative

economic impacts resuÌting from the
pandemic. For example, a cash transfer
program may focus on unemployed
workers or low- and moderate-income
families, which have faced
disproportionate economic harms due to
the pandemic. Cash transfers must be
reasonably proportional to the negative
economic impact they are intended to
address. Cash transfers grossly in excess
of the amount needed to address the
negative economic impact identified by
the recipient would not be considered to
be a response to the COVID-19 public
health emergency or its negative
impacts. In particular, when considering
the appropriate size of permissible cash
transfers made in response to the
COVID-I9 public health emergency,
State, local and Tribal governments may
consider and take guidance from the per
person amounts previously provided by
the Federal Government in response to
the COVID-19 crisis. Cash transfers that
are grossly in excess of such amounts
would be outside the scope of eligible
uses under sections 602(c)(1)(A) and
603(c)(1XA) and could be subject to
recoupment. In addition, a recipient
could provide survivor's benefits to
surviving family members of COVID-I9
victims, or cash assistance to widows,
widowers, and dependents of eligible
COVID-19 victims.

o Expenses to Improve Efficacy of
Economic Relief Programs. State, local,
and Tribal governments may use
payments from the Fiscal Recovery
Funds to improve efficacy of programs
addressing negative economic impacts,
including through use of data analysis,
targeted consumer outreach,
improvements to data or technology
infrastructure, and impact evaluations.

. Small Businesses and Non-profits.
As discussed above, small businesses
and non-profits faced significant
challenges in covering payroll,
mortgages or rent, and other operating
costs as a result of the public health
emergency and measures taken to
contain the spread of the virus. State,
local, and TribaÌ governments may
provide assistance to small businesses
to adopt safer operating procedures,
weather periods of closure, or mitigate
financial hardship resulting from the
COVID-I9 public health emergency,
including:

.l Loans or grants to mitigate financial
hardship such as declines in revenues
or impacts of periods of business
closure, for example by supporting
payroli and benefits costs, costs to retain
employees, mortgage, rent, or utilities
costs, ånd other operating costs;

. Loans, grants, or in-kind assistance
to implement COVID-19 prevention or
mitigation tactics, such as physical
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plant changes to enable social
distancing, enhanced cleaning efforts,
barriers or partitions, or COVID-19
vaccination, testing, or contact tracing
programs; and

o Technical assistance, counseling, or
other services to assist with business
planning needs.

As discussed above, these services
should respond to the negative
economic impacts of COVID-I9.
Recipients may consider additional
criteria to target assistance to businesses
in need, including small businesses.
Such criteria may include businesses
facing financial insecurity, substantial
declines in gross receipts (e.g.,
comparable to measures used to assess
eligibility for the Paycheck Protection
Program), or other economic harm due
to the pandemic, as well as businesses
with less capacity to weather financial
hardship, such as the smallest
businesses, those with less access to
credit, or those serving disadvantaged
communities. Recipients should
consider local economic conditions and
business data when establishing such
criteria.sT

¡ Rehiring, State, Local, and Tribal
Government S¿r¡f. State, local, and
Tribal governments continue to see
pandemic impacts in overall staffing
levels: State, local, and Tribal
government employment remains more
than 1 million iobs lower in April zOzr
than prior to the pandemic.ss
Employment losses decrease a state or
local government's ability to effectively
administer services. Thus, the interim
final rule includes as an eligible use
payroll, covered benefits, and other
costs associated with rehiring public
sector staff, up to the pre-pandemic
staffing level of the government.

c Aid to Impacted Industries.
Sections 0oz(cXr)(A) and 603(c)(1)(A)
recognize that certain industries, such
as tourism, travel, and hospitality, were
disproportionately and negatively
impacted by the COVID-I9 public
health emergency. Aid provided to
tourism, travel, and hospitality
industries should respond to the
negative economic impacts of the

-li-"" p*d"*l Reserue Bank of cleveland, An
Uphill Battle; COVID-19's Outsized Toll on
Minority-Owned Firms (Oct. 8,2O2O), https://
w. c I ev e I a n df e d. org/ n ew sro o m - a n d - eve nts /
pu b I i c ati on s / c om m u n i ty- d eve I o p m ent -bri efs / db -
2 O 2 01 O0 B-mi sero -report. a spx (discussing the
impact of COVID-19 on nÌinority owned
businessesl.

33IJ.S. Bureau ofLabor Statistics, All Employees,
State Government ICES9092000001] and All
Employees, Local Government ICES90930000011,
retrieved from FRED, Federal Reserve Bank of St.
Louis, http s : / fred. stlouisfed. org/ series /
CE S 9Og 2 O0 00 O 1 ard https : / /fred. stl ottisfed. org/
series/CES9O93O0O00l (last visited May 8, 2021).

pandemic on those and similarly
impacted industries. For example, aid
may include assistance to impÌement
COVID-I9 mitigation and infection
prevention measures to enable safe
resumption of tourism, travel, and
hospitality services, for example,
improvements to ventilation, physical
barriers or partitions, signage to
facilitate social distancing, provision of
masks or personal protective equipment,
or consultation with infection
prevention professionals to develop safe
reopening plans.

Aid may be considered responsive to
the negative economic impacts of the
pandemic if it supports businesses,
attractions, business districts, and Tribal
development districts operating prior to
the pandemic and affected by required
closures and other efforts to contain the
pandemic. For example, a recipient may
provide aid to support safe reopening of
businesses in the tourism, travel, and
hospitality industries and to business
districts that were closed during the
COVID-19 public heaith emergency, as
welÌ as aid for a planned expansion or
upgrade of tourism, travel, and
hospitality facilities delayed due to the
pandemic.

When considering providing aid to
industries other than tourism, travel,
and hospitality, recipients should
consider the extent of the economic
impact as compared to tourism, travel,
and hospitality, the industries
enumerated in the statute. For example,
on net, the leisure and hospitality
industry has experienced an
approximately 24 percent decline in
revenue and approximately 17 percent
decline in employment nationwide due
to the COVID-19 public health
emergency.ss Recipients should also
consider whether impacts were due to
the COVID-19 pandemic, as opposed to
longer-term economic or industrial
trends unrelated to the pandemic.

To facilitate transparency and
accountability, the interim final rule
requires that State, local, and Tribal
governments publicly report assistance
provided to private-sector businesses
under this eligible use, including

8e From Februæy 2O2o 10 April 2021,
employment in "Leisure and hospitality" has fallen
by approximately L7 percent. See U.S. Bureau of
Labor Statistics, All Employees, Leisure and
Hospitality, retrieved from FRED, Federal Reserve
Bank of St, Lotis, https ://fred.stlouisfed.org/series/
US¿,4H (last visited May B, 2021). From 2019Q4 to
2020Q4, gross output (e.9. revenue) in arts,
entertainment, recreation, accommodation, an<1

food services has fallen by approxinately 24
percent. See Bureau of Economic Analysis, News
Release; Gross Domestic Product (Third Estimaie),
Corporate Profits, and GDP by Industry, Fourth
Quæter and Year 2020 (Mar. 25,202'1,), Table 17,
htt ps : / /m.bea.gov/ sites/ d efault/fi les / 2 0 2 1 -o3 /
gdpaq2o,3rd.pdf.

tourism, travel, hospitality, and other
impacted industries, and its connection
to negative economic impacts of the
pandemic. Recipients also should
maintain records to support their
assessment ofhow businesses or
business districts receiving assistance
were affected by the negative economic
impacts of the pandemic and how the
aid provided responds to these impacts.

As discussed above, economic
disparities that existed prior to the
COVID-19 public health emergency
amplified the impact of the pandemic
among low-income and minority
groups. These families were more likely
to face housing, food, and financial
insecurity; are over-represented among
low-wage workers; and many have seen
their livelihoods deteriorate further
during the pandemic and economic
cont¡action. In recognition of the
disproportionate negative economic
impacts on certain communities and
populations, the interim final rule
identifies services and programs that
will be presumed to be responding to
the negative economic impacts of the
COVID-I9 public health emergency
when provided in these communities.

Specifically, Treasury will presume
that certain types of services, outlined
below, are eligible uses when provided
in a QCT, to families and individuals
living in QCTs, or when these services
are provided by Tribal governments.eo
Recipients may also provide these
services to other populations,
households, or geographic areas
disproportionately impacted by the
pandemic. In identifying these
disproportionately impacted
communities, recipients should be able
to support their determination that the
pandemic resulted in disproportionate
public health or economic outcomes to
the specific populations, households, or
geographic areas to be served. The
interim final rule identifies a non-
exclusive list ofuses that address the
disproportionate negative economic
effects of the COVID-IS public health
emergency, including:

c Building Stronger Communities
through Investments in Housing and
Neighborhoods. The economic impacts
of COVID-I9 have likely been most
acute in lower-income neighborhoods,
including concentrated areas of high
unemployment, I i mil.ed economic
opportunity, and housing insecurity.sl

eoHUD, supro note 48.
s1 Stuart M. Butler & tonathan Grabinsky,

Tackling the legacy of persistent urban inequality
and concentrated poverty, Brookings Institution
(Nov. 1 6, 2O2O), http s :/ / ww.brookings.e du /bl og/
u p -fron t / 2 o 2 o / 1 1 / 1 6 /t a c kl in g- th e - legacy- of -

Continued



26756 Federal Register/Vol. ao, No. 93/Monday, May 17, 2oz1,/Rules and Regulations

Services in this category alleviate the
immediate economic impacts of the
COVID-19 pandemic on housing
insecurity, while addressing conditions
that contributed to poor public health
and economic outcomes during the
pandemic, nameÌy concentrated areas
with limited economic opportunity and
inadequate or poor-quality housing.e2
Eligible services include:

r Services to address homelessness
such as supportive housing, and to
improve access to stable, affordable
housing among unhoused individuals;

. Affordable housing development to
increase supply of affordabie and high-
quality living units; and

r Housing vouchers, residential
counseling, or housing navigation
assistance to facilitate household moves
to neighborhoods with high levels of
economic opportunity and mobility for
Ìow-income residents, to help residents
increase their economic opportunity
and reduce concentrated areas oflow
economic opportuni ty.s3

Ad d ress ing Edu catíon o I Disparities.
As outlined above, school closures and
the transition to remote education raised
particular challenges for lower-income
students, potentially exacerbating
educational disparities, while increases
in economic hardship among families
could have long-lasting impacts on
children's educational and economic
prospects. Services under this prong
would enhance educationai supports to
help mitigate impacts of the pandemic.
EÌigible services include:

r New, expanded, or enhanced early
learning services, including pre-
kindergarlen, Head Start, or
p artnerships between pre-kindergarten
programs and local education
authorities, or administration of those
services;

. Providing assistance to hi.gh-poverty
school districts to advance equitable
funding across districts and
geographies;

¡ Evidence-based educational
services and practices to address the
academic needs of students, including
tutoring, summer, afterschool, and other

p ersi ste n t-u rb a n -i n e qu a Ì i ty- a n d - c o n c e n tr at e d -
poverty/.

s2 U.S. Department of Health and Human Sewices
(HHS), Offlce of Disease Prevention and Health
Promotion, Quality of Housing, https://
w. h e dthyp e o p I e. gov/ 2 O 2 o / t o p i c s - ob j e c t ive s /
topi c/ soci al - d etermínants h ealth / interuenti on s-
res ou rce s / qu ality-of-hotts ing# 1 1 (last visited Apr.
26,2021).

e3 The Opportunity /.llas, https://
wv.opportunityotlos.org/ (last visited Apr. 26,
2021); Raj Chetty & Nathaniel Henrlren, The
impacts of Neighborhoods on Intergenerational
Mobility I: Childhood Exposure Effects, Quarterly J.
of Econ. 133[3):1107-1,62 (201,8\, avoi]able at
h ttp s : / / op p o rtu n ityi n si gh t s. org/ p ap e r /
neighborhoodsi/.

extended learning and enrichment
programs; and

r Evidence-based practices to address
the social, emotional, and mental health
needs of students;

c Promoting Healthy Childhood
Environments. Children's economic and
family circumstances have a long-term
impacl- on their future economic
outcomes.ea Increases in economic
hardship, naterial insecurity, and
parental stress and behavioral health
chaÌlenges all raise the risk of long-term
harms to today's children due to the
pandemic. Eligible services to address
this challenge include:

r New or expanded high-quality
childcare to provide safe and supportive
care for children;

r Home visiting programs to provide
structured visits from health, pârent
educators, and social service
professionals to pregnant women or
families with young children to offer
education and assistance navigating
resources for economic support, health
needs, or child development; and

. Enhanced services for child welfare-
involved families and foster youth to
provide sr.rpport and training on child
development, positive parenting, coping
skills, or recovery for mental health and
substance use challenges.

State, local, and Tribal governments
are encouraged to use payments from
the Fiscal Recovery Funds to respond to
the direct and immediate needs of the
pandemic and its negative economic
impacts and, in particular, the needs of
households and businesses that were
disproportionately and negatively
impacted by the public health
emergency. As highlighted above, low-
income communities and workers and
people of color have faced more severe
health and economic outcomes during
the pandemic, with pre-existing social
vulnerabilities like Iow-wage or
insecure employment, concentrated
neighborhoods with less economic
opportunity, and pre-existing health
disparities likely contributing to the
magnified impact of the pandemic. The
Fiscal Recovery Funds provide
resources to not only respond to the
immediate harms of the pandemic but
also to mitigate its longer-term impact in
compounding the systemic public
health and economic challenges of
disproportionately impacted
populations. Treasury encourages
recipients to consider funding uses that
foster a strong, inclusive, and equitable
recovery, especialÌy uses with long-term
benefits for health and economic
outcomes.

Uses Outside the Scope of this
Category. Certain uses would not be
within the scope of this eligible use
category, although may be eligible under
other eligible use categories. A general
infrastructure project, for example,
typically would not be included unless
the project responded to a specific
pandemic public health need (e.g.,
investments in facilities for the delivery
ofvaccines) or a specific negative
economic impact like those described
above (e.g., affordable housing in a
QCT). The ARP,\ explicitly includes
infrastructure if it is "necessary" and in
water, sewer, or broadband. See Section
II.D of this SUPPLEMENTARY INFORMATION.
State, local, and Tribal governments also
may use the Fiscal Recovery Funds
under sections 602(c)(1)(C) or
603 (cX1) (Cl to provide "government
services" broadly to the extent oftheir
reduction in revenue. See Section ILC of
this SUPPLEMENTARY INFORMATION.

This category of eligible uses also
would not include contributions to
rainy day funds, financial reserves, or
similar funds. Resources made available
under this eligible use category are
intended to help meet pandemic
response needs and provide relieffor
households and businesses facing near-
and long-term negative economic
impacts. Contributions to rainy day
funds and similar financial reserves
would not address these needs or
respond to the COVID-19 public health
emergency but would rather constitute
savings for future spending needs.
Similarly, this eligible use category
would not include payment of interest
or principal on outstanding debt
instruments, including, for example,
short-term revenue or tax anticipation
notes, or other debt service costs. As
discussed below, payments from the
Fiscal Recovery Funds are intended to
be used prospectively and the interim
final rule precludes use of these funds
to cover the costs of debt incurred prior
to March 3, 2021,. Fees or issuance costs
associated with the issuance of new
debt would also not be covered using
payments from the Fiscal Recovery
Funds because such costs would not
themselves have been incurred to
address the needs of pandemic response
or its negative economic impacts. The
purpose ofthe Fiscal Recovery Funds is
to provide fiscal relief that will permit
State, local, and Tribal governments to
continue to respond to the COVID-19
public health emergency.

For the same reasons, this category of
eligible uses would not include
satisfaction of any obligation arising
under or pursuant to a settlement
agreement, judgment, consent decree, or
judicially confirmed debt restructuringea See supra notes 52 and 84
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plan in a judicial, administrative, or
regulatory proceeding, except to the
extent the judgment or settlement
requires the provision of services that
would respond to the COVID-19 public
health emergency. That is, satisfaction
of a settlement or judgment would not
itself respond to COVID-I9 with respect
to the public health emergency or its
negative economic impacts, unless the
settlement requires the provision of
services or aid that did directly respond
to these needs, as described above.

In addition, as described in Section
V.III of this SUPPLEMENTARY
INFORMATION, Treasury will establish
reporting and record keeping
requirements for uses within this
category, including enhanced reporting
requirements for certain types ofuses.

Question 1: Are there other types of
sen¡ices or costs that Treasury should
consider as eligible uses to respond to
the public health impacts of COVID-197
Describe how these respond to the
COVID-19 public health emergency.

Question 2: The interim final rule
permits coverage of payroll and benefits
costs of public health and safety staff
primañly dedicated to COVID-I.9
response, as well as rehiring of public
sector staff up to pre-pandemic Levels.
For how long should these measures
rcmain in place? What other measures
or presumptions might Treasury
consider fo assess the extent to which
public sector staff are engaged in
COVID-19 response, and therefore
reimbursable, in an easily-administrable
manner?

Question 3: The interim final rule
permits rehiring of public sector staff up
to the government's pre-pandemic
staffing level, which is measured based
on employment as of January 27, 2O20.
Does this approach adequately measurc
the pre-pandemic staffing level in a
manner that is both accurate and easily
administrable? Why or why not?

Question 4: The interim final rule
pemits deposits to Unemployment
Insurance Trust Funds, or using funds
to pay back advances, up to the pre-
pandemic balance. What, if any,
conditions should be considered to
ensure that funds repair economic
impacts of the pandemic and strengthen
unemp I oyme nt insuran c e sy ste ms?

Question 5: Are there other types of
services or costs that Treasury should
consider as eligible uses to respond to
the negative economic impacts of
COVID-I9? Describe how these respond
to the COVID-19 public health
emergency.

Question 6: What other measurcs,
presumptions, or consíderations could
be used to assess " impacted industries"

affected by the COVID-Ls public health
emergency?

Question 7: What are the advantages
and disadvantages of using Qualified
Census Tracts and sertrices provided by
Tribal governments to delineate where a
broader range of eligibÌ.e uses are
presumed to be responsive to the public
health and economic impacts of
COVID-1?? What other measures might
Treasury considerT Are there other
popuÌations or geographic areas that
were disproportionately impacted by the
pandemic that should be explicitly
included?

Question 8: Are there other sert¡ices or
costs that Treasury should consider as
eligible uses to respond to the
d i spro p orti on ate imp acts of COVID-I I
on low-income populations and
communities? Describe how these
respond to the COVID-19 public health
emetgency or its negaLive economic
impacts, including its exacerbation of
prc-existing chollenges in these areas.

Question 9: The interim finaÌ rule
includes eligible uses to support
affordable housing and sbonger
neighborhoods in disproportionately-
impacted communities. Discuss the
advantages and disadvantages of
explicitly including other uses to
support affordable housing and stuonger
ne i ghborh oo d s, in clu ding reh abilitati on
of blighted properties or demolition of
abandoned or vacant properties. In
what ways does, or does not, this
potential use address public health or
economic impacts of the pandemic?
What considerations, if any, could
support use of Fiscal Recovery Funds in
ways that do not result in resident
displacement or loss of affordable
housing units?

B. Premium Pay

Fiscal Recovery Funds payments may
be used by recipients to provide
premium pay to eligible workers
performing essential work during the
COVID-19 public health emergency or
to provide grants to third-party
employers with eligible workers
performing essential work.es These are
workers who have been and continue to
be relied on to maintain continuity of
operations of essential critical
infrastructure sectors, including those
who are critical to protecting the health
and wellbeing of their communities.

Since the start of the COVID-19
public'health emergency in lanuary
2020, essential workers have put their
physical wellbeing at risk to meet the
daily needs of their communities and to
provide care for others. In the course of
this work, many essential workers have

-,u 

s""aior" *r(c)(rXB), 603(c)t1)(B) of the Acr.

contracted or died of COVID-I9.s6
Several examples reflect the severity of
the health impacts for essential workers.
Meat processing plants became
"hotspots" for transmission, with 700
neÌM cases reported at a single plant on
a single day in May 2O2O37 In New York
City, 120 employees of the Metropolitan
Transit Authority were estimated to
have died due to COVID-19 by mid-May
2020, with nearly 4,000 testing positive
for the virus.es Furthermore, many
essential workers are people of color or
low-wage workers.es These workers, in
particular, have borne a
disproportionate share ofthe health and
economic impacts of the pandemic.
Such workers include:

r Staff at nursing homes, hospitals,
and home care settings;

. Workers at farms, food production
facilities, grocery stores, and
restaurants;

r fanitors and sa¡itation workers;
. Truck drivers, transit staff, and

warehouse workers;
. Public health and safety staf[:
¡ Childcare workers, educators, and

other school staff; and
. Social service and human services

staff.
During the public health emergency,

employers' policies on COVID-I9-
related hazard pay have varied widely,
with many essential workers not yet
compensated for the heightened risks
they have faced and continue to face.loo

c6 See, e,9., Centers for Disease Control and
Prevention, COVID Data Tracker: Cases & Death
among Hcalthcare Personnel, http s : / / c ovid.c d c.gov /
c ovi d - d ata- tra cke r /# h e alth - c a re - p ersonne.l (last
visited May 4, 2021); Centers for Diseasc Control
and Prevention, COVID Daia Tracker: Confirmed
COVID-19 Cases and Deaths among Staff and Rate
per 1,000 Resident-Weeks in Nursing Homes, by
Week-United StaIes, http s :/ / c ovid.cdc.gov/ covid-
data-tracker/# nursing-ho me- staff (last visited May
4, 2021.).

e7 See, e.g., The Lancet, The plight of essential
workers during the COVID-19 pandemic, Vol. 395,
Issue 10237:1587 (May 23, 2O2O), dvailoble at
htt p s : / / vw. th e I a n c et. c o m / j ou r n al s / I a n c e t / art icl e /
PIISO 1 4O-67 3 6 % 2 B 2 O y" 2 I 3 1 2 00-9 /fulltext.

c3 rd.
esloanna Gaitens et al., Covid-19 and essential

workers; .4. namative review ofhealth outcomes and
moral injury, Int'l J. of Envtl. Research and Pub.
Health 1a(4);1446 (Feb. 4, 2o21\, available ot
http s : / /pubmed.n cbi.n lm.nih.gov/ s 3 5 5 7 0 7 S / ;'liana
N. Rogers et al., Racial Disparities in COVID-19
Mortality Among Essential Workers in the United
States, World Med. t Health policy "12(3):31,1,-27
(Aug. 5, 2020), avoiloble ot httpsJ/
onlinelibrary.wiley.com / doi /full / 1 o. 1 0o2 /wmhs.3 s I
(finding thal vrrlnerabilily to coronavirus exposure
was increased among non-Hispanic blacks, wht¡
disproportionately occupied the top nine essential
occupations).

100 Economic Policy lnstitlte, Only 307o of those
working outside their home are receiving hazard
pay (Jnne L6, 2O2o), https : / /ww.ep i.org/ p re s s / only-
3 O - of - t h o s e-wo rki n g- o u t s i d e - the i r - h om e - a re -
re c eivi n g- hazar d - p ay-b Ì a ck- an d - h i s p a n i c -worke r s-
ate -m o st- c on ce m e d - ab ou t -b ri n gi n g-th e -
coronavirus-home/.
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Many of these workers earn lower wages
on average and live in
socioeconomically vulnerable
communities as compared to the general
population.lol A recent study found that
25 percent of essential workers were
estimated to have low household
income, with 13 percent in high-risk
households.l02 The low pay of many
essential workers makes them less able
to cope with the financial consequences
of the pandemic or their work-related
health risks, including working hours
lost due to sickness or disruptions to
childcare and other daily routines, or
the likelihood of COVID-19 spread in
their households or communities. Thus,
the threats and costs involved with
maintaining the ongoing operation of
vital facilities and services have been,
and continue to be, borne by those that
are often the most vulnerable to the
pandemic. The added health risk to
essential workers is one prominent way
in which the pandemic has amplified
pre-existing socioeconomic i nequities.

The Fiscal Recovery Funds will help
respond to the needs of essential
workers by allowing recipients to
remunerate essential workers for the
elevated health risks they have faced
and continue to face during the public
health emergency. To ensure that
premium pay is targeted to workers that
faced or face heightened risks due to the
character of their work, the interim final
rule defines'essential work as work
involving regular in-person interactions
or regular physical handling of items
that were also handled by others. A
worker would not be engaged in
essential work and, accordingly may not
receive premium pay, for telework
performed from a residence.

Sections 60z(Ð(z) and 603(g)(2)
define eligible worker to mean "those
workers needed to maintain continuity
of operations of essential critical
infrastructure sectors and additional
sectors as each Governor of a State or
territory, or each Tribal government,
may designate as critical to protect the
health and well-being of the residents of
their State, territory, or Tribal
government." 103 The rule incorporates
this definition and provides a list of
industries recognized as essentiaÌ
critical infiastructure sectors.loa These
sectors include healthcare, public health
and safety, childcare, education,
sanitation, transportation, and food
production and services, among others

1ol McCormack, suplu note 37.
1o2 Id.
1o3 Scctions 6o2(8JQ), 003(g)(z) of the Act.
104 The list of critical infraskucture sectors

provided in the interim linal rule is based on the
list of essential workers unde¡ The Heroes Act, H.R.
6800, 116th Cong. (2020).

as noted above. As provided under
sections 602(Ð(z) and 6os(g)(2), the
chief executive of each recipient has
discretion to add additional sectors to
this list, so long as additionaì sectors are
deemed critical to protect the health and
well-being of residents.

In providing premium pay to essential
workers or grants to eÌigible employers,
a recipient must consider whether the
pay or grant would "respond to" to the
worker or workers performing essential
work. Premium pay or grants provided
under this section respond to workers
performing essential work if it addresses
the heightened risk to workers who
must be physically present at a jobsite
and, for many of whom, the costs
associated with illness were hardest to
bear financially. Many of the workers
performing critical essential services are
Iow- or moderate-income workers, such
as those described above. The ARPA
recognizes this by defining premium
pay to mean an amount up to $13 per
hour in addition to wages or
remuneration the worker otherwise
receives and in an aggregate amount not
to exceed $25,000 per eligible worker.
To ensure the provision is implemented
in a manner that compensates these
workers, the interim final rule provides
that any premium pay or grants
provided using the Fiscal Recovery
Funds should prioritize compensation
of those lower income eligible workers
that perform essential work.

As such. providing premium pay to
eligible workers responds to such
workers by helping address the
disparity between the critical services
and risks taken by essential workers and
the relatively low compensation they
tend to receive in exchange. If premium
pay would increase a worker's total pay
above 150 percent oftheir residing
state's average annual wage for all
occupations, as defined by the Bureau of
Labor Statistics' Occupational
Employment and Wage Statistics, or
their residing county's average annual
wage, as defined by the Bureau ofLabor
Statistics' Occupational Employment
and Wage Statistics, whichever is
higher, on an annual basis, the State,
local, or Tribal government must
provide Treasury and make publicly
available, whether for themselves or on
behalf of a grantee, a written
justification of how the premium pay or
grant is responsive to workers
performing essential worker during the
public health emergency.los

1{r5 County median annual wage is taken to be tlat
of the metropolitan or nonnetropolitan aea that
includes the county. See U.S. Bureau of Labor
Statistics, State Occupational Employment and
Wage Estimates, http s : / /ww.bls. gov/ oes / curre nt/
oessrcst.htm (last visited May 1,, 2021,); U.S. Bureau

The threshold of 150 percent for
requiring additional written iustification
is based on an analysis ofthe
distribution of labor income for a
sample of 20 occupations that generally
correspond to the essential workers as
defined in the interim final rule.lo6 For
these occupations, labor income for the
vast majority of workers was under 150
percent of average annual labor income
across all occupations. Treasury
anticipates that the threshold of 150
percent of the annual average wage will
be greater than the annual average wage
of the vast majority of eligible workers
performing essential work. These
enhanced reporting requirements help
to ensure grants are directed to essential
workers in critical infrastructure sectors
and responsive to the impacts of the
pandemic observed among essential
workers, namely the mis-alignment
between health risks and compensation.
Enhanced reporting also provides
transparency to the public. Finally,
using a localized measure reflects
differences in wages and cost of living
across the country, making this standard
administrable and reflective of essential
worker incomes across a diverse range
ofgeographic areas.

Furthermore, because premium pay is
intended to compensate essential
workers for heightened risk due to
COVID-1S, it must be entirely additive
to a worker's regular rate of wages and
other remuneration and may not be used
to reduce or substitute for a worker's
normal earnings. The definition of
premium pay also clarifies that
premium pay may be provided
retrospectively for work performed at
any time since the start of the COVID-
19 public health emergency, where
those workers have yet to be
compensated adequately for work
previously petformed. 1 07 Treasury
encourages recipients to prioritize
providing retrospective premium pay
where possible, recognizing that many
essential workers have not yet received
additional compensation for work
conducted over the course ofmany

of Labor Statistics, May 2020 Meùopolitan and
Nonmetropolitan Area Estimates listed by county or
lown, http s : / /w.bl s.gov/ oes / current / county,
links.htm (last visited }l{ay 1,202"1).

loo Treasury performed this analysis with data
íìonr the U.S. Census Bureau's 2019 Annual Social
and Economic Supplement. In detemining which
occupations to includc in this analysis, Trcasury
excluded management and superuisory positions, as
such positions may not necessarily involve regula
in-person intera¡:tions or physical handling of items
to the same extent as non-managerial positions.

1o7 However, such compensation must be "in
addition to" remuneration or wages already
received. That is, employers may not reduce such
workers'current pay and use Fiscal Recovery Funds
to compensal.c thcmsclves for premium pay
previously provided to the worker.
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months. Essential workers who have
already ea¡ned premium pay for
essential work performed during the
COVID-I9 public health emergency
remain eligible for additional payments,
and an essential worker may receive
both retrospective premium pay for
prior work as well as prospective
premium pay for cument or ongoing
work.

To ensure any grants respond to the
needs of essential workers and are made
in a fair and transparent manner, the
rule imposes some additional reporting
requirements for grants to third-party
employers, including the public
disclosure ofgrants provided. See
Section VIII ofthis SUPPLEMENTARY
INFORMATION, discussing reporting
requirements. In responding to the
needs of essential workers, a grant to an
employer may provide premium pay to
eligible workers performing essential
work, as these terms are defined in the
interim final rule and discussed above.
A grant provided to an employer may
also be for essential work performed by
eligible workers pursuant to a contract.
For example, if a municipality contracts
with a third party to perform sanitation
work, the third-party contractor could
be eligibie to receive a grant to provide
premium pay for these eligible workets.

Question L0: Are there additional
sectors beyond those listed in the
inteñm final rule that should be
c onsi dere d e s s enti al criti cal
i nfr a s tru cture s e ct o r s ?

Question 71: What, if any, additional
criteria should Treasury consider to
ensure that premium pay rcsponds to
essential workers?

Question 12: What consideration, if
any, should be given to the criteria on
salary threshold, including measure and
level, for requiring written justificationT

C. Revenue Loss

Recipients may use payments from
the Fiscal Recovery Funds for tlre
provision ofgovernment services to the
extent of the reduction in revenue
experienced due to the COVID-19
public health emergency.los Pursuant to
sections 602(cXl)(C) and 603(c)(1)(C) of
the Act, a recipient's reduction in
revenue is measured relative to the
revenue collected in the most recent full
fiscal year prior to the emergency.

Many State, local, and Tribal
governments are experiencing
significant budget shortfalls, which can
have a devastating impact on
communities. State government tax
revenue from major sources were down
4.3 percent in the six months ended
September 2020, relative to the same

period 2019.1os At the local level, nearly
90 percent of cities have reported being
Iess able to meet the fiscal needs of tleir
communities and, on average, cities
expect a double-digit decline in general
fund revenues in their fiscal year
2O21.11o Similarly, surveys of Tribal
governments and Tribal enterprises
found majorities of respondents
reporting substantial cost increases and
revenue decreases, with Tribal
governments reporting reductions in
healthcare, housing, social services, and
economic development activities as a
result of reduced revenues.-11 1 These
budget shortfalls are particularly
problematic in the current environment,
as State, local, and Tribal governments
work to mitigate and contain the
COVID-I9 pandemic and help citizens
weather the economic downturn.

Further, State, local, and Tribal
government budgets affect the broader
economic recovery. During the period
following fhe 2OO7 -2OO9 recession,
State and local government budget
pressures led to fiscal austerity that was
a significant drag on the overall
economic recovery.112 Infl ation-
adjusted State and local government
revenue did not return to the previous
peak until 2oI3,113 while State, Iocal,
and Tribal government employment did
not recover to its prior peak for over a
decade, until August 2019-just a few
months before the COVID-I9 public
health emergency began.114

loeMaior sources include personal income tu,
corporatc income tax, salcs tax, ând propcrty tåx.
See Lucy Dadayan., States Reported Revenue
Growth in luly-September Quarter, Reflecting
Revenue Shifts ftom the Prior Quarter, State Tu
and Econ. Rev. (Q. s, zozo), available at https://
rw. u rb o n. org/ site s / d ef au lt /fil e s / p uI¡ Ii c nti o n /
1 0 3 9 3 B / st ate-tax- an d-econom ic- review- 2 O 2 0-q3
o.pdf.

lloNational League ofCities, City Fiscal
Conditions (2o2o), availoble at https://tw.nlc.org/
tvp - c ont ent / up lo a d s / 2 O 2 O / O B / C ity _F i s c oI
C o n d i ti o n s _2 O 2 O _FIN AL. p df .

111 Surveys conducted by the Center for Indian
Country Development at the Federal Reseroe Bank
of Minneapolis in Mæch, April, and September
2020. See Moreno & Sobrepena, supra note 73.

r12 See, e.g., Fitzpatrick, Haughwout & Setren,
Fiscal Drag from the State and Local Sector?,
Liberty Street Economics Blog, Federal Reserve
Bank ofNew York (June 27, 2072), https://
w. I i b ertys te et e c o no tn i c s. n ewyorkfe d. o r g/ 2 O 1 2 /
O 6 /fi s c a I - d ro g-from -th e - stote - o n d - I o c a I - s e ct or. html ;
liri Jonas, Great Recession and Fiscal Squeeze at
U.S. Subnational Government Level, IMF Working
Papet 12/1.84, (Iúy 201,2), available at https://
rw. i n f . org/ external / p ub s / ft / wp / z O t z /
wp12184.pdf;Gord0n, sup¡d note g.

113 State and local government general revenue
ftom own sources, adjusted for inliation using the
GDP price index. U.S. Census Bureau, Annual
Suwey of State Government Finances and U.S.
Bureau of Economic Analysis, National Income and
Product Accounts.

1la U.S. Bureau of Labor Statistics, All
State Government IC8S9092000001 j and

Employees,
All

Sections 602(cX1l(C) and 603(cJ(1)(C)
ofthe Act allow recipients facing budget
shortfalls to use payments from the
Fiscal Recovery Funds to avoid cuts to
government services and, thus, enable
State, local, and Tribal governments to
continue to provide valuable services
and ensure that fiscal austerity measures
do not hamper the broader economic
recovery. The interim final rule
implements these provisions by
establishing a definition of "general
revenue" for purposes of calculating a
loss in revenue and by providing a
methodology for calculating revenue
lost due to the COVID-19 public health
emer8ency.

General Revenue. The interim final
rule adopts a definition of "general
revenue" based largely on the
components reported under "General
Revenue from Own Sources" in the
Census Bureau's Annual Survey of State
and Local Government Finances, and for
purposes of this interim final rule, helps
to ensure that the components of general
revenue would be calculated in a
consistent manner.115 By relying on a
methodology that is both familiar and
comprehensive, this approach
minimizes burden to recipients and
provides consistency in the
measurement of general revenue across
a diverse set ofrecipients.

The interim final'rule defines the term
"general revenue" to include revenues
collected by a recipient and generated
from its underlying economy and would
capture a range of different types oftax
revenues, as well as other types of
revenue that are available to support
government services.116 In calculating
revenue, recipients should sum across
ali revenue streams covered as general
revenue. This approach minimizes the
administrative bu¡den for recipients,
provides for greater consistency across
recipients, and presents a more accurate
representation of the overall impact of

."tti*"a t * fnnD, Federal Reserve Bank ofSt.
Loús, http s :/ /fred. stlou i sled.org/ series/
CE S 9Og 2 O00 00 1 and https : / /fted. stloui sfe d. org/
series/CESq093OOOO01 (last visited Apr. 27, 20211.

11s U,S. Census Bureau, Annual Survey of State
and Local Government Finances, https://
wv, c e n su s. gov / pro gram s - sttmeys / gov -

finances.html (last visited Apr. 30, 2021).
116The interim final rule would delìne tu

¡evenue in a manner consistent with the Census
Bureau's definition of tax revenue, with certain
changes (i.e., inclusion of revenue from liquor
stores and ccrtain intcrgovernmentaÌ transfcrs).
Current chages æe defined as "charges imposed for
providing cur¡cnt scrvices o¡ fo¡ thc sale of
products in connection witl general government
activities." It includes revenues such as public
education institution, public hospital, and toll
revenues. Miscellaneous general revenue comprises
of all other general revenue of governments fiom
their own sources (r'.e., other than liquor store,
utility, and insurance trust revenueJ, including
rents, royalties, lottery proceeds, and fines.rosARPA, sup¡a note 16 Employees, Local Government IC8S9093000001 I
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the COVID-19 public health emergency
on a recipient's revenue, rather than
relying on financial reporting prepared
by each recipient, which vary in
methodology used and which generally
aggregates revenue by purpose rather
than by source.117

Consistent with the Census Bureau's
definition of "general revenue from own
sources," the definition of general
revenue in the interim final rule would
exclude refunds and other correcting
transactions, proceeds from issuance of
debt or the sale of investments, and
agency or private trust transactions. The
definition of general revenue also would
exclude revenue generated by utilities
and insurance trusts. In this way, the
definition ofgeneral revenue focuses on
sources that are generated from
economic activity and are available to
fund government services, rather than a
fund or administrative unit established
to account for and controÌ a particular
activity.rra For example, public utilities
typically require financial support from
the State, local, o¡ Tribal government,
rather than providing revenue to such
government, and any revenue that is
generated by public utilities typically is
used to support the public utility's
continued operation, rather than being
used as a source ofrevenue to support
sovernment services penerallv." Th" d"fi.rition of gäneral re'venue
would include all revenue from Tribal
enterprises, as this revenue is generated
ftom economic activity and is available
to fund government services. Tribes are
not able to generate revenue through
taxes in the same manner as State and
Ìocal governments and, as a result,
Tribal enterprises are critical sources of
revenue for Tribal governments that
enable TribaÌ governments to provide a
range of services, including elder care,
health clinics, wastewater management,
and forestry.

Finally, ihe term "general revenue"
includes intergovernmental transfers
between State and local governments,
but excludes intergovernmental
transfers from the Federal Government,
including Federal transfers made via a
State to a local government pursuant to
the CRF or as part ofthe Fiscal Recovery
Funds. States and local governments
often share or collect revenue on behalf
of one another, which results in

117 Fund-oriented ¡eporting, such as what is used
under tlre Governmental Accounting Standæds
Board (GASB), focuses on the types of uses and
activitics ftinded by the revenue, as opposed to thc
economic activity hon which the revenue is
sourced. See Governmental Accounting Standuds
Series, Statement No. 54 of the Governmental
Accounting Standads Board: Fund Balance
Reporting and Governmental Fund Type
Definitions, No. 287-B (Feb. 2009).

1l3Supra note 116.

intergovernmental transfers. When
attributing revenue to a unit of
government, the Census Bureau's
methodology considers which unit of
government imposes, collects, and
retains the revenue and assigns the
revenue to the unit of government that
meets at least two of those three
factors. l 1 e For purposes of measuring
loss in general revenue due to the
COVID-19 public health emergency and
to better allow continued provision of
government services, the retention and
ability to use the revenue is a more
critical factor. Accordingly, and to better
measure the funds availabÌe for the
provision of government services, the
definition of general revenue would
include intergovernmental transfers
from States or local governments other
than funds transferred pursuant to
ARPA, CRF, or another Federal
program. This formulation recognizes
the importance of State transfers for
local government revenue.l z0

Calculatíon of Loss. In general,
recipients will compute the extent of the
reduction in revenue by comparing
actual revenue to a counterfactual trend
representing what could have been
expected to occur in the absence of the
pandemic. This approach measures
losses in revenue relative to the most
recent fiscal year prior to the COVID-19
public health emergency by using the
most recent pre-pandemic fiscal year as
the starting point for estimates of
revenue growth absent the pandemic. In
other words, the counterfactual trend
starts with the last full fiscal year prior
to the COVID-19 public health
emergency and then assumes growth at
a constant rate in the subsequent years.
Because recipients can estimate the
revenue shortfall at multiple points in
time throughout the covered period as
revenue is collected, this approach
accounts for variation across recipients
in the timing of pandemic impacts.121
Although revenue may decline for

11oU.S. Census Bureau, Government Finance and
Employment Classification Manual (Dec. 2000),
https : / /w z. cen su s. gov/ govs / class / classfull.p df .

r20 For example, in 2018, state transfers to
ìocalities accounted for approximately 27 percent of
local revenues. U,S. Ccnsus Bureau, Annual Suroey
of State and Local Government Finances, Table 1
(2o1,rl), http s : / /ww.ce nsus.gov/ data/ datas ets / 2 o 1 a /
ec on / local /public-use- datasets.html.

121 For example, following the 2007-09 ¡ecession,
local government property tax colÌections did not
begin to decìine until 2011, suggesting that property
tu collection declines can lag downturns. See U.S.
Bureau of Economic Analysis, Personal current
tues: State anrì k¡cal: Property tues
[S2 104014027N8E4], retrieved f¡om Federal
Reserve Economic Data, Federal Reserve Bank of St.
Lotis, https : / /fred. stl oui sfed. org/ graph /? B=r3Y I (lasr
visited Apr. 22,2021). Estimating the reduction in
revenue at points throughout the covered period
will allow for this type of laggcd cffcct to be taken
into account during the covered perìod.

reasons unrelated to the COVID-19
public health emergency, to minimize
the administrative burden on recipients
and taking into consideration the
devastating effects of the COVID-19
public health emergency, any
diminution in actual revenues relative
to the counterfactual pre-pandemic
trend would be presumed to have been
due to the COVID-L9 public health
emergency.

For purposes of measuring revenue
growth in the counterfactual trend,
recipients may use a growth adjustment
of either 4.1 percent per year or the
recipient's average annual revenue
growth over the three fuÌl fiscal years
prior to the COVID-19 public health
emergency, whichever is higher. The
option of4.1 percent represents the
average annual growth across all State
and local government "General Revenue
from Own Sources" in the most recent
three years of available data.122 This
approach provides recipients with a
standardized growth adjustment when
calculating the counterfactual revenue
trend and thus minimizes
administrative burden, while not
disadvantaging recipients with revenue
growth that exceeded the national
average prior to the COVID-I9 public
health emergency by permitting these
recipients to use their own levenue
growth rate over the preceding three
years.

Recipients should calculate the extent
ofthe reduction in revenue as offour
points in time: December 31,2O2O;
December 31,, 2O21,; December 31,, 2O22;
and December 31, 2023. To caiculate the
extent of the reduction in revenue at
each ofthese dates, recipients should
foilow a four-step process:

. Step l: Identify revenues collected
in the most recent full fiscal year prior
to the public health emergency (i.e., last
full fiscal year before ]anuary 27,2O2O),
called the base year revenue.

. Step 2:Estimate counterfactttal
revenue, which is equal to base year
revenue * [(1, + growth adjustment) ^ (nl
12)1, where n is the number of months
elapsed since the end ofthe base year
to the calcul.ation date, and grow,th
adjustment is the greater of 4.1 percent
and the recipient's average annual
revenue growth in the three full fiscal

r22 Together with revenue from liquor stores from
2015 to 2018, This estimate docs not include any
intergovernmental transfers. A recipient using the
three-year avcragc to calculate their growth
adiustment must be based on the definition of
general revenue, including treatment of
intergovernmental transfers. 2o'1,5-207t1 represents
the most recent available data. See U.S. Census
Bureau, State & Local Government Finance
Historical Datasets and Tables (2018), https://
wv. c en su s. gov / pro gra m s - su rueys / gov-fi n an c e s /
d0t0/datascts.html.
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years prior to the COVID-19 public
health emergency.

. Step 3: Identify actual revenue,
which equals revenues collected over
the past twelve months as of the
calcuÌation date.

. Step 4; The extent of the reduction
in revenue is equal lo counterfactual

As of:

n (months elapsed)

revenue less ocfual revenue. Ifactual
revenue exceeds counterfactual revenue,
the extent ofthe reduction in revenue is
set to zero for that calculation date.

For illustration, consider a
hypothetical recipient wilh base year
tevenue equal to 100. In Step 2, the
hypothetical recipient finds that 4.1

percent is greater than the recipient's
average annual revenue growth in the
three full fiscal years prior to the public
health emergency. Furthermore, this
recipient's base year ends |une 30. In
this illustration, n (months elapsed) and
counterfactual revenue would be equal
to:

12131/2023

54
1 19.8

The overall methodology for
calculating the reduction in revenue is
illustrated in the figure below:
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Upon receiving Fiscal Recovery Fund
payments, recipients may immediately
calculate revenue loss for the period
ending December 31,, 2O2O.

Sections 602(cX1XC) and 603(c)(1)(C)
of the Act provide recipients with broad
latitude to use the Fiscal Recovery
Funds for the provision of government
services. Government services can
include, but are not limited to,
maintenance or pay-go funded
building rzs of infrastructure, including
roads; modernization of cybersecurity,
including hardware, software, and
protection of critical infrastructure;
health services; environmental
remediation; school or educational
services; and the provision ofpolice,
fire, and other public safety services.
However, expenses associated with
obligations under instruments
evidencing financial indebtedness for

123 Pay-go infrastrur;ture funding refers to the
practice of flmding capital protects with cash-on-
hmd lìom tues, fees, grants, and other sources,
rather tlran with borrowed sums.

r_J Þase year revenue

- 
Extent of reduction in revenue

IActual revenue (last twelve months)

- t-'- Counterfactual revenue

\g
t"" "/ / ""p "/

borrowed money would not be
considered the provision of government
services, as these financing expenses do
not directÌy provide services or aid to
citizens. Specifically, government
services would not include interest or
principal on any outstanding debt
instrument, including, for example,
short-term revenue or tax alticipation
notes, ot fees or issuance costs
associated with the issuance of new
debt. For the same reasons, government
services would not include satisfaction
of any obligation arising under or
pursuant to a settlement agreement,
judgment, consent decree, or judicially
confirmed debt restructuring in a
judicial, administrative, or reguÌatory
proceeding, except if the judgment or
settlement required the provision of
government services. That is,
satisfaction of a settlement or judgment
itself is not a government service, unless
the settlement required the provision of
government services. In addition,
replenishing financial reserves (e.g.,
rainy day or other reserve funds) would

not be considered provision of a
government service, since such
expenses do not directly relate to the
provision of government services.

Question 73: Are there sources of
revenue that either should or should not
be included in the interim final rule's
measure of"general revenue" for
recipients? If so, discuss why these
souîces either should or should not be
included.

Question 14: In the interim final rule,
recipients are expected to calculate the
reduction in revenue on an aggregate
basis. Discuss the advantages and
disadvantages of, dnd any potential
concerns with, this approach, including
circumstances in which it could be
necessary or appropriate to calculate
the reduction in revenue by source.

Question 15: Treasury is considering
whether to take into account other
factors, including actions taken by the
recipient as well as the expiration of the
COVID-I9 public health emergency, in
determining whether to presume that
t:evenue Losses are " due to" the COVID-

12/3112020 12/3't/2021 't213112022

18
106.2

30
1 10.6

42
115.1
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19 public health emergency. Discuss the
advontages and disadvantages of this
presumption, including when, if ever,
during the covered period it would be
appropriate to reevaluate the
presumption that all losses arc
attributable to the COVID-19 public
health emergency.

Question 16: Do recipients anticipate
lagged revenue effects of the public
health emergencyT If so, when would
these lagged eft'ects be expected to
occur, and what can Treasury to do
support these recipients through its
implementation of the program?

Question 17: In the interim finol rule,
paying interest or principal on
gpvernment debt is not considered
provision of a government service.
Discuss the advantages and
disadvantages of this lpproach,
including circumstances in which
plying interest or principal on
govemment debt could be considered
provision of a government sewice.

D. Investments in Infrastructure

To assist in meeting the critical need
for investments and improvements to
existing infrastructure in water, sewer,
and broadband, the Fiscal Recovery
Funds provide funds to State, local, and
Tribal governments to make necessary
investments in these sectors. The
interim final rule outlines eligible uses
within each category, allowing for a
broad range of necessary investments in
projects tìrat improve access to clean
drinking water, improve wastewater and
stormwater infrastructure systems, and
provide access to high-quality
broadband service. Necessary
investments are designed to provide an
adequate minimum level of service and
are unlikely to be made using private
sources of funds. Necessary investments
include projects that are requited to
maintain a level of service that, at least,
meets applicable health-based
standards, taking into account resilience
to climate change, or establishes or
improves broadband service to unserved
or underserved populations to reach an
adequate level to permit a household to
work or attend school, and that are
unlikely to be met with private sources
of funds.124

It is important that necessary
investments in water, sewer, or
broadband infrastructure be carried out
in ways that produce high-quality
infrastructure, avert disruptive and
costly delays, and promote efficiency.
Treasury encourages recipients to

* T*,*.y 
".tes 

that using funds to support or
oppose collective bagaining would not be incìuded
as pat of "necessary investments in water, sewer,
or broadband inft astrücture. "

ensure that water, sewer, and broadband
projects use strong labor standards,
including project labor agreements and
community benefits agreements that
offer wages at or above the prevailing
rate and incÌude local hire provisions,
not only to promote effective and
efficient delivery of high-quality
infrastructure projects but also to
support the economic recovery through
strong employment opportunities for
workers. Using these practices in
construction projects may help to
ensure a reliable supply of skilled labor
that would minimize disruptions, such
as those associated with labor disputes
or workpìace injuries.

To provide public transparency on
whether projects are using practices that
promote on-time and on-budget
delivery, Treasury will seek information
from recipients on their workforce plans
and practices related to water, sewer,
and broadband projects undertaken with
Fiscal Recovery Funds. Treasury will
provide additional guidance and
instructions on the reporting
requirements at a later date.

1. Water and Sewer Infrastructure

The ARPA provides funds to State,
local, and Tribal governments to make
necessary investments in water and
sewer Ínfrastructute.l25 By permitting
funds to be used for water and sewer
infrastructure needs, Congress
recognized the critical role that clean
drinking water and services for the
collection and treatment of wastewater
and stormwater play in protecting
public health. Understanding that State,
local, and Tribal governments have a
broad range of water and sewer
infrastructure needs, the interim final
rule provides these governments with
wide latitude to identify investments in
water and sewer infiastructure that are
of the highest priority for their own
communities, which may include
projects on privately-owned
infrastructure. The interim final rule
does this by aligning eligible uses of the
Fiscal Recovery Funds with the wide
range of types or categories of projects
that would be eligible to receive
financial assistance through the
Environmental Protection,\gency's
(EPA) Clean Water State Revolving
Fund (CWSRF) or Drinking Water State
Revolving Fund (DWSRP¡.tze

12s Sections 602[c)(1)(D), 603(c](1)(D) of the Act.
l26Environmental Protection Agency, Drinking

Water State Revolving find, https://w.epa.gov/
cilysrl(last visited Apr. 30, 2021); Environmental
Protection Agency, Clean Water State Revolving
Ftnd., https : / /vw.epa. gov/cwsrf (last visited Apr.
30,202'1).

Established by the 1987
amendments 127 to the Clean Water Act
(CW,1¡,tze the CWSRF provides
financial assistance for a wide range of
water inÍiastructure projects to improve
water quality and address water
pollution in a way that enables each
State to address and prioritize the needs
oftheir populations. The types of
projects eligible for CWSRF assistance
include projects to construct, improve,
and repair wastewater treatment plants,
controi non-point sources of pollution,
improve resilience of infrastructure to
severe weathet events, create green
infrastructure, and protect waterbodies
from pollution.l2s Each of the 51 State
programs established under the CWSRF
have the flexibility to direct funding to
their particular environmental needs,
and each State may also have its own
statutes, rules, and regulations that
guide project eligibility.l3o

The DWSRF was modeled on the
CWSRF and created as part of the 1996
amendments to the Safe Drinking Water
Act (SDWA),131 with the principal
objective of helping public water
systems obtain financing for
improvements necessary to protect
public health and comply with drinking
water regulations.l32 Like the CWSRF,

t, Wut". q*tity Act of 1987, Public Law 100*
4.

rza Federal Water Pollution Conlrol Act as
amended, codified at 33 U.S.C. "1251 et seq.,
common name (Clean Water Act). In 2009, the
American Recovery and Reinvestment Act created
the Green Proiect Resewe, which increased the
focus on green infrastructure, water and energy
efficient, and environmentally innovative proiects.
Public Law 111-5. The CWA was amended by the
Water Resources Reform and Development Act of
2014 to further expand the CWSRF's eligibilities.
Pnblic Law 773-1,21,. The CWSRF's eligibilities were
fuúher expanded in 2O7B by the America's Water
Infrastructure Act of 2018, Public Law 115-270.

12e See Environmental Protection Agency, The
Drinking Water State Revolving Funds: Financing
America's Drinking Water, EPA-816-R-00-023
(Nov. 2000), http s : / /nepis.epa.gov/Exe / ZyPDF.cgi/
2oo0 2 4WB.PDF? Dockey= 2 00O 2 4WB.PDF ; See als o
Environmental Protection A,gency, Leorn About the
C|eun Weter State ßevolving Fund, https://
wv. ep a. gov/ cwsrf / I e arn - ab ou t - cl e a n- wot e r- st at e -
revolving-fund-cwsrf (Ìast visited ApL 3O, 2021).

13o 33 U.S.C. 1383[c). Se€ a]so Environmentul
Protection Agency, Overuiew of Clean Water State
Revolvìng Fund Eligibilities (lvlay 2016), https://
wv. epo. gov/ sites /pro ducti on /fi I es / 2 0 1 6-O7 /
d o cu me nt s / ove rui e w_of _cws rf _e I i gib il i tie s -m ay_
zOto.pdf; Cloudia Copeland, CLean Woter Act: A
Summory of the Law, Congressional Research
Seruice ( Oct. 1 8, 2 O 1 6 ), https : / / fas.org/ sgp / crs /misc /
nL30O30.pdf; Jonathan L Ramseur, Wostewetcr
Infrastructurc : Overvietv, Funding, and Legislative
Developments, Congressional Research Seruice
(May 2 2, 20 1 8), https : //las.org/sgp/crs /misc/
naas63.pdf.

13142 U.S.C. 300i_12.
l32Environmental Protection Agency, Drinking

Water State Revolving Fund Eligibility Handbook,
(June 201 7), https : / /w. epa.gov/ sites / p ro ductio n /
Iil e s / 2 0 1 7 - o 6 / d o c u me nt s / d w s rf _el igib il ity
h an d b o ok_jun e _1 3,2 o 1 7 _u p dote d _5 O I _ve rs i on. p d f ;
Environmental Protection Agency, Drinking Water
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the DWSRF provides States with the
flexibility to meet the needs of their
populations.l33 The primary use of
DWSRF funds is to assist communities
in making water infrastructure capital
improvements, including the
installation and replacement of failing
treatment and distribution systems.lsa
In administering these programs, States
must give priority to projects that ensure
compÌiance with applicable health and
environmental safety requirements ;

address the most serious risks to human
health; and assist systems most in need
on a per household basis according to
State affordability criteria.rss

By aligning use ofFiscal Recovery
Funds with the categories or types of
eligible projects under the existing EPA
state revolving fund programs, the
interim final rule provides recipients
with the flexibility to respond to the
needs of their communities while
ensuring that investments in water and
sewer infrastructure made using Fiscal
Recovery Funds are necessary. As
discussed above, the CWSRF and
DWSRF were designed to provide
funding for projects that protect public
health and safety by ensuring
compliance with wastewater and
drinking water health standards.136 The
need to provide funding through the
state revolving funds suggests that these
projects are less likely to be addressed
with private sources of funding; for
example, by remediating failing or
inadequate infrastructure, much of
which is publicly owned, and by
addressing non-point sources of
pollution. This approach of aligning
with the EPA state revolving fund
programs also supports expedited
project identification and investment so
that needed relieffor the people and
communities most affected by the
pandemic can deployed expeditiously
and have a positive impact on their
health and wellbeing as soon as
possible. Further, the interim final rule
is intended to preserve flexibility for
award recipients to direct funding to
their own particular needs and priorities
and would not preclude recipients from
applying their own additional project
eligibility criteria.

Infiastmcture Needs Survey and Assessment: Sixth
Report to Congress (March zota), https://
w.epa. gov/ sites / production/ files / 2 0 1 8- 1 0 /
d o cu m en ts / c ore cte d _s ixt h d Li n kin g_w ate r_
i n fra stru cture _n e e d s,s uruey_a n d_as s e s s m e nt. p df .

133 Id
134 Id
135 42 U.S.C. 300j-12(b)(3)(A)_
l36Environmental Protection Agency, Leun

About the Clean Water State Revolving Fund,
http s : / / wtw. ep a. gov / cw s rf / ) e arn - ab o ut- c I e a n- wa t e r
stat e +evolvin g-fund-cwsr/ (Ìast visited Apr. 30,
2021); 42 U.S.C. 300j-12.

In addition, responding to the
immediate needs of the COVID-19
public health emergency may have
diverted both personnel and financial
resources lrom otìer State, local, and
Tribal priorities, including projects to
ensure compliance with applicable
water heaÌth and quality standards and
provide safe drinking and usable
water.137 Through sections 602(cl(11(Dl
and 603(c)(1)(D), the ARPA provides
resources to address these needs.
Moreover, using Fiscal Recovery Funds
in accordance with the priorities of the
CWA and SWDA to "asiist systems
most in need on a per household basis
according to state affordability criteria"
would also have the benefit of providing
vulnerable populations with safe
drinking water that is critical to their
health and, thus, their ability to work
and learn.13B

Recipients may use Fiscal Recovery
Funds to invest in a broad range of
projects that improve drinking water
infrastructure, such as building or
upgrading facilities and transmission,
distribution, and storage systems,
including replacement of lead service
lines. Given the lifelong impacts of lead
exposure for children, and the
widespread nature of lead service lines,
Treasury encourages recipients to
consider projects to replace lead service
lines.

FiscaÌ Recovery Funds may also be
used to support the consolidation or
establishment of drinking water
systems. With respect to wastewater
infrastructure, recipients may use Fiscal
Recovery Funds to construct publicly
owned treatment infrastructure, manage
and treat stormwater or subsurface
drainage water, facilitate water reuse,
and secure publicly olrrned treatment
works, among other uses. Finally,
consistent with the CWSRF and
DWSRF, Fiscal Recovery Funds may be
used for cybersecurity needs to protect
water or sewer infrastructure, such as
developing effective cybersecurity
practices and measures at drinking
water systems and publicly owned
treatment works.

Many of the types of projects eligible
under either the CWSRF or DWSRF also

137 House Committee on the Budget, State and
Local Governnrents are in Dirc Need of Federal
Relief [Aug. 19, 2O2O), https://bndget.house.gov/
p u b I i c ati on s / rep oú / st at e - a n d J oc o I - gover n m e nt s -
are - d ire - n e e d -fe d er a I - re I ief .

133 Environnìcntal Protection Agency, Drinking
Water State Revolving Fund (Nov. 2u19), ,h¡fpsrl/
rw. epo. gov/sites /pro ducti on /lí I es/ 2 O 1 I - 1 1 /
d o t; u m e n t s / f ac t 

-she 
et_- _dws rf _ov e rui ew,f in al _

O.pdf Environmental Protection A.gency, NationaÌ
Benefits Analysis for Drinking Water Regulations,
htt p s : / /w.e pa.gov/ sdwa / national-benefits-
an o Iy si s - d ri n ki n g-water-re gu I ati o ns (last visited
Apr. 30, 2020).

support efforts to address climate
change. For example, by taking steps to
manage potential sources of pollution
and preventing these sources from
reaching sources of drinking water,
projects eligible under the DWSRF and
the ARPA may reduce energy required
to treat drinking water. Similaily,
projects eligible under the CWSRF
include measures to conserve and reuse
water or reduce the energy consumption
of public water treatment facilities.
Treasury encourages recipients to
consider green infr astructure
investments and projects to improve
resilience to the effects of climate
change. For example, more frequent and
extreme precipitation events combined
with construction and development
trends have led to increased instances of
stormwater runoff, water pollution, and
flooding. Green infrastructure projects
that support stormwater system
resiliency could include rain gardens
that provide water storage and filtration
benefits, and green streets, where
vegetation, soil, and engineered systems
are combined to direct and filter
rainwater from impervious surfaces. In
cases of a natural disaster, recipients
may also use Fiscal Recovery Funds to
provide relief, such as interconnecting
water systems or rehabilitating existing
wells during an extended droughl-.

Quesìion"LS: Whot ore the oãvontages
and disadvantages of aligning eligible
uses with the eligible project type
requirements of the DWSRF and
CWSRFT What other water or sewer
project categories, if any, should
Treasury consider in addition to DWSRF
and CWSRF eligible projects? Should
Treasury consider a broader general
cate7oty of water and sewer projects?

Question '19: What additional water
and sewer infrastructure categories, if
any, should Treasury consider to
address and rcspond to the needs of
unsetwed, undeserved, or rural
communities? How do these proiects
differ from DWSFR and CWSRF eligible
projects?

Question 20: What new categories of
water and sewer infrastructure, if any,
should Treasury consider to support
State, local, and Tribal governments in
mitigating the negative impacts of
climoLe change? Discuss emerging
technologies and processes that support
resiliency of water and sewer
infrastructure. Discuss any challenges
faced by States and local governments
when pursuing or implementing climate
re s i Ii ent infra structure proj ects.

Question 2 1 : Infrastructure projects
reloted to doms and reservoirs are
generally not eligible under the CWSRF
and DWSRF categories. Should Treasury
c onsi de r exp and ing el i gible
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infrastructure under the interim final
rule to include dam and reservoir
projects? Discuss public health,
environmental, climate, or equity
benefits and costs in expanding the
eligibility to include these types of
projects.

2. Broadband Infrastructure
The COVID-I9 public health

emergency has underscored the
importance of universally available,
high-speed, reliable, and affordable
broadband coverage as millions of
Americans rely on the internet to
participate in, among critical activities,
remote school, healthcare, and work.
Recognizing the need for such
connectivity, the ARPA provides funds
to State, ter¡itorial, local, and Tribal
governments to make necessary
investments in broadband
infrastructure.

The National Telecommunications
and Information Administration (NTIA)
highlighted the growing necessity of
broadband in daily lives through its
analysis of NTIA Internet Use Survey
data, noting that Americans turn to
broadband internet access service for
every facet of daily life including work,
study, and healthcare.l3s With increased
use of technology for daily activities and
the movement by many businesses and
schools to operating remotely during the
pandemic, broadband has become even
more critical for people across the
country to carry out their daily lives.

By at least one measure, however,
tens of millions of Americans live in
areas where there is no broadband
infrastructure that provides download
speeds greater than 25 Mbps and upload
speeds of 3 Mbps.l40 By contrast, as
noted below, many households use
upload and download speeds of 100
Mbps to meet their daily needs. Even in
areas where broadband infrastructure

13e See, e.9., https :/ / M-ntia.gov/bl og/ 2 0 2 O /
m ore -h olf- americ un - hott seho Id s-u se d -inte rn et-
he alth- re I at e d- ac t iviti e s - 2 0 1 I - ntia - d ata - slt ow ;
h ttp s : / / ww. ntia. gov / H o g/ 2 O 2 o / n e arly-th ird -
a m e ri c a n - em pl oye e s -w orke d - re mote ly- 2 O 1 I - nt i a-
d ata-sh ow ; and, generaìly, https : / /m.ntio.gov /
d at a / d i git a} - nat i o n - d ata - e xp I o r e r.

14o As an example, data from the Federal
Communications Commission shows that as of ]une
2020, 9.07 percent of the U.S. population had no
available cable or fiber broadband providers
providing greater than 25 Mbps downÌoad speeds
and 3 Mbps upload speeds. Availability was
significantly lcss for mral vcrsus urban populations,
with :15.57 percent of the rural population lacking
such access, compared wilh 2.57 percent of the
urban population. Availability was also
significantly less for tribal versus non-tribal
populations, with 35.s3 percent of the tribal
population lacking such access, compued with 8.74
of the non-t¡ibal population. Federal
Communications Commission, Fixed Broadband
Deploynrent, http s : / / broa d ban dmap.fcc.gov/# / (last
visiied May 5,2O2'L).

exists, broadband access may be out of
reach for millions of Americans because
it is unaffordable, as the United States
has some ofthe highest broadband
prices in the Organisation for Economic
Co-operation and Deyelopment
(OEC¡¡.r+t There are disparities in
availability as well; historically,
Americans living in territories and
Tribal lands as well as rural areas have
disproportionately lacked sufficient
broadband infrastructure. 1a2 Moreover,
rapidly growing demand has, and will
likely continue to, quickly outpace
infrastructure capacity, a phenomenon
acknowledged by various states around
the country that have set scalability
requirements to account for this
anticipated growth in demand.143

The interim final rule provides Lhat
eligible investments in broadband are
those that are designed to provide
services meeting adequate speeds and
ale provided to unserved and
underserved households and
businesses. Understanding that States,
territories, localities, and Tribal
governments have a wide range of
varied broadband infrastructure needs,
the interim final rule provides award
recipients with flexibility to identify the
specific locations within their
communities to be served and to
otherwise desisn the nroiect.

Under the inierim frnai rule, eligibìe
projects are expected to be designed to
deliver, upon project completion,
service that reliably meets or exceeds
symmetrical upload and download
speeds of tOO Mbps. There may be
instances in which it would not be
practicable for a project to deliver such
service speeds because ofthe geography,
topography, or excessive costs
associated with such a project. In these
instances, the affected project would be
expected to be designed to deliver, upon
project completion, service that reliably
meets or exceeds 100 Mbps download
and between at least 20 Mbps and 100
Mbps upload speeds and be scalable to

*t ¡f.* ¡. U.S. Internet Costs Compare To The
Rest Of The World?, BroadbandSeæch Blog Post,
avail abl e at https : / / m-broadbandsearch.net /blog/
i nt e rn et - c o sts - c otn p ar e d -w orl dwi d e.

1a2 See, e.g., Federal Communications
Commission, Fourtccnth Broadband Deplolmrent
Report, available ot https : / / docs.fcc.gov/ publ ic /
oltdchmentI/FCC-21 - I IA1.pdf.

\43 See, e.g.,Illinois Department of Commerce &
Economic Opportunity, Broadband Grants, h (last
visited May 9, 2021,), httpsl/w2.illinois.gov/
d c e o / C o n n e ctlll ino i s / P a ge s / B ro a dba n d Grants. a s px ;
Kansas Office of Broadband Development,
Broadband Acceleration Granl, https : / /
tw, k an s as c o m m erc e. gov / wp - c o n te nt / u p I oa d s /
2 O 2 0 / 1 1 / B ro a dh an d - Ac c e I e rat i o n - Gra n t. p df (lasT
visited May 9,2021,); New York State Association
of Counties, Universal Broadband: Deploying High
Speed Internet Access in NYS (ltÌr.2O"f7), https://
w. nys oc. o rg/fi I e s / B ro a db on d U p d ut e
Report20l 7(1 ).pdf.

a minimum of rOO Mbps symmetrical
for dournload and upload speeds.144 In
setting these standards, Treasury
identified speeds necessary to ensure
that broadband infrastructure is
sufficient to enable usets to generally
meet household needs, including the
ability to support the simultaneous use
of work, education, and health
applications, and also sufficiently
robust to meet increasing household
demands for bandwidth. Treasury also
recognizes that different communities
and their members may have a broad
ralge of internet needs and that those
needs may change over time.

In considering the appropriate speed
requirements for eligible projects,
Treasury considered estimates of typical
households demands during the
pandemic. Using the Federal
Communication Commission's (FCC)
Broadband Speed Guide, for example, a
household with two telecommuters and
two to three remote learners today are
estimated to need 10o Mbps download
to work simultaneously.r+s Jtt
households with more members, the
demands may be greater, and in
households with fewer members, the
demands may be less.

In considering the appropriate speed
requirements for eligible projects,
Treasury also considered data usage
patterns and how bandwidth needs have
changed over time for U.S. households
and businesses as people's use of
technology in their daily lives has
evolved. In the few years preceding the
pandemic, market research data showed
that average upload speeds in the
United States surpassed over 10 Mbps
in 2O'1,7 146 and continued to increase
significantly, with the average upload
speed as of November, 2019 increasing
to 48.4'L Mbps,r+z attributable, in part to
a shift to using broadband and the
internet by individuals and businesses

1aa This scalability threshold is consistent with
scalability requirements used in other jurisdictions.
Id.

1as Federal Communications Commission,
Broadband Speed Guide, https : / /w.fc c. gov/
c on s u m ers / gu i d e s / bro a d b an d - sp eed-guide (last
visited Apr. 30, 2021,).

1a6 Letter from Lisa R. Youngers, President and
CEO of Fiber Broadband Association to FCC, WC
Docket No. 19-126 (filed lan.3,2O2O), including an
Appendix with research from RVLLLC, Data
Review Of The Impoûonce of Upload Speeds (lan.
2020), and Ookla speed test data, available at
https://ecfsapi.fcc.gov/Tile/'l 01030O85 1 1 851 7/
F C C % 2 qRDOF % 2 o J 0n Yo 2 0 3 lo 2 o
Ex % 2 0P arte. p df .Additional information on historic
growth in data usage is provided in Schools, Health
& Libraries Broadband Coalition, Comnon Sense
Sdutions for Closing the Digital Divide, Apr.29,
202L.

1a7 Id. See olso United States's Mobile and
Broadband internet Speeds-Speedtest Global
lndex, available at https://ww.speedtest.net/
gl ob al - in d e x/ u nit e d - state s# li xe d.
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to create and share content using video
sharing, video conferencing, and other
applications. lag

The increasing use of data accelerated
markedly during the pandemic as
households across the country became
increasingly reliant on tools and
applications that require greater internet
capacity, both to download data but also
to upload data. Sending information
became as important as receiving it. ,\
video consultation with a healthcare
provider or participation by a child in
a live classroom with a teacher and
fellow students requires video to be sent
and received simultaneously.r+s 4r ut
example, some video conferencing
technology platforms indicate that
do'r,rrnload and upload speeds should be
roughly equal to support two-way,
interactive video meetings.rso For both
work and school, client materials or
completed school assignments, which
may be in the form of PDF files, videos,
or graphic files, also need to be shared
with otlrers. This is often done by
uploading materials to a colÌaboration
site, and the upload speed available to
a user can have a significant impact on
the time it takes for the content to be
shared with others. 1s1 These activities
require significant capacity from home
internet connections to both download
and upload data, especially when there
are multiple individuals in one
household engaging in these activities
simultaneously.

This need for increased broadband
capacity during the pandemic was
reflected in increased usage patterns
seen over the last year. As OpenVault
noted in recent advisories, the
pandemic significantly increased the
amount of data users consume. Among
data users observed by OpenVault, per-
subscriber average data usage for the
fourth quarter of 2OzO was 482.6
gigabytes per month, representing a 40
percent increase over the 344 gigabytes
consumed in the fourth quarter of 2019
and a 26 percent increase over the third
quarter 2020 average of ge¡.a

148 Id,
uo One high definition Zoom meeting or class

rcquircs approximately 3.8 tvtbps/:.0 Mbps (up/
down).

1so See, e.9., Zoom, Systcm Requirements for
Windows, macOS, and Linux, https://
su pp ort. zoom.u s / h c/ en -us / afticles / 2 o 1 3 62 o2 3 -

Sy ste m - rc qu i re m ents -fo r -Wi n d o ws - nac O S - a n d-
Li nu x# h d 2 7 8c 3 2 7,eo g d-4 B9 6 -b'L 9o- I 6o Bf3 coc6 gc

Qast visited May A,2o21,j.
1s1 By one estimate, to upload a one gigabit video

file to YouTube would take 15 minutes at an upload
speed of 10 Mbps compared with 1 minute, 30
seconds at an upload speed of ltttt Mbps, and 30
seconds at an upload speed of 300 Mbps.
Reviews.org: What is SJmmetrical internet? (March
2O2O).

gigabytes.152 OpenVault also noted
significant increases in upstream usage
among the data users it observed, with
upstream data usage growing 63
percent-from 19 gigabytes to 31
gigabytes-between December, 2019 and
December, 2O2O.753 According to an
OECD Broadband statistic from lune
2O2O, The largest percentage of U.S.
broadband subscribers have services
providing speeds between 100 Mbps
and 1 Gbps.154

]urisdictions and Federal programs
are increasingly responding to the
growing demands of their communities
for both heightened download and
upload speeds. For example, Illinois
now requires 100 Mbps symmetrical
service as the construction standard for
its state broadband grant programs. This
standard is also consistent with speed
levels, particularly download speed
levels, prioritized by other Federal
programs supporting broadband
projects. Bids submitted as part of the
FCC in its Rural Digital Opportunity
Fund (RDOF), established to support the
construction of broadband networks in
rural communities across the country,
are given priority ifthey offer faster
service, with the service offerings of 1o0
Mbps download and 20 Mbps upload
being included in the "above baseline"
performance tier set by the FCC.rss The
Broadband Infrastructure Program
(BBIP; rso of the Department of
Commerce, which provides Federal
funding to deploy broadband

1ã2 OVBJ Covid-19 Drove 15 percent Increasc in
Broadband Traffic i.n 2O2O, OpenVault, Quuterly
Advisory, (Feb. 10, zo21), available at https://
o p envau lt. c om / ovb i- c ovi d - 1 I - d rove - 5 7 - incrc o s e - in -
broadband-traffic-in-2o2o; See Openvault's data set
incorporates informatit¡n on usage by subscribers
across multiple continents, including North
America and Europe. Additional data and detail on
increases in the amount of data users consume and
the broadband speeds they æe using is provided in
OpenVault Broodband Insights Report Q4,
Quaterly Advisory (Feb. 10, 2o27), available at
http s : / / openvault.con / c ompl inentory-rcport-4q2 O /.

1s3 OVBI Speciaì Report: 202 Upstream Growth
Nearly 4X ofPre-Pandemic Years, OpenVault,
Quæterly Advisory, [April 7,2o2o1,), avai]oble at
htt p s : / / op e nva ult. c o n / ovb i- s p e c i al - rep ort - 2 o 2 o -
u p stre a m - growth - rat e -n e ar| y- 4x - oT- pre - p an d e mi c -
yearsl Additional data is provided in OpenVault
Broadbond Insights Pandemic fmpdct on IJpstreom
Broadband Usage and Network Capacity, available
at http s :/ /openva u Ì t.com /upstreorn-white paper /.

15a Organisation for Economic Co-operation and
Development, Fixed broadband subscriptions per
100 inhabitants, per speed tiers (June 2o2o), llttps://
w. oec d. org/ sti /broadba n d / 5. 1 -FixedBB-
SpeedTiers- 2 0 2 O-o6.xls w -oe c d. org/ sti /
bro a d b an d /bro a dban d - stat i st i c s.

1sr Rural Digital Opportunity Fund, Report and
Order, 35 FCC Rcd 686, 690, para. I (2020),
avai lable at https :/ /w.fcc. gov/ document/Jcc-
lau n c h e s - 2 O -b iI I i o n - ru r al - d i gital - o p po rt u n i ty- lu n d -
0.

156The BIPP was authorized by the Consolidated
Appropriations Acl,2021, Section 905, Public Law
116-260, 134 Stat. 1182 (Dec. 27, 2o2O).

infrastructure to eligible service areas of
the country also prioritizes prol'ects
designed to provide broadband service
with a download speed of not less than
100 Mbps and an upload speed ofnot
less than 20 MbDS.1s7

The 100 Mbpô upload and download
speeds will support the increased and
growing needs ofhouseholds and
businesses. Recognizing that, in some
instances, 100 Mbps upload speed may
be impracticable due to geographical,
topographical, or financial constraints,
the interim final rule permits upload
speeds of between at least 20 Mbps and
10O Mbps in such instances. To provide
for investments that will accommodate
technologies requiring symmetry in
download and upload speeds, as noted
above, eligible proiects that are not
designed to deliver, upon project
completion, service that reliably meets
or exceeds symmetrical speeds of 100
Mbps because it would be impracticable
to do so should be designed so that they
can be scalable to such speeds.
Recipients are also encouraged to
prioritize investments in fiber optic
infrastructure where feasible, as such
advanced technology enables the next
generation of application solutions for
all communities.

Under the interim final rule, eiigible
projects are expected to focus on
locations that are unserved or
underserved. The interim final rule
tteats users as being unserved or
underserved ifthey lack access to a
wireline connection capable of reliably
delivering at least minimum speeds of
25 Mbps download and S Mbps upload
as households and businesses lacking
this levei of access are generally not
viewed as being able to originate and
receive high-quality voice, data,
graphics, and video
telecommunications. This threshold is
consistent with the FCC's benchmark for
an "advanced telecommunications
capability." lss This threshold is also
consistent with thresholds used in other
Federal programs to identify eligible
areas to be served by programs to
improve broadband services. For
example, in the FCC's RDOF program,
eligible areas include those without
current (or already funded) access to
terrestrial broadband service providing
25 Mbps download and : Mbps upload
speeds.lse The Department of
Commerce's BBIP also considers
households to be "unserved" generally
if they lack access to broadband service

1s7 Section 905(dl(4) of the Consolidated
Appropriations Acl, 2021.

158 Deployment Report, supra nole "142.
ase Rurul Digitul Opportùnity Fund, supra note

156.
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with a download speed of not less than
25 Mbps download and 3 Mbps upload,
among other conditions. In selecting an
area to be served by a project, recipients
are encouraged to avoid investing in
Ìocations that have existing agreements
to build reliable wireline service with
minimum speeds of rOO Mbps
dor,rrnload and 20 Mbps upload by
December 31,,2024, in order to avoid
duplication of efforts and resources.

Recipients are also encouraged to
consider ways to integrate affordability
options into their program design. To
meet the immediate needs of unserved
and underserved households and
businesses, recipients are encouraged to
focus on projects that deliver a physical
broadband connection by prioritizing
projects that achieve last mile-
connections. Treasury also encourages
recipients to prioritize support for
broadband networks owned, operated
by, or affiliated with local governments,
non-profits, and co-operatives-
providers with less pressure to turn
profits and with a commitment to
serving entire communities.

Under sections 602(c)(1)(A) and
0Og(cxf )(A), assistance to households
facing negative economic impacts due to
COVID-19 is also an eligible use,
including internet access or digital
literacy assistance. As discussed above,
in considering whether a potential use
is eligible under this category, a
recipient must consider whether, and
the extent to which, the household has
experienced a negative economic impact
from the pandemic.

Question 22: What are the advantages
and disadvantages of setting, minimum
symmetrical download and upload
speeds of 10o Mbps? What other
minimum standards would be
appropriate and whyT

Question 23: Would setting such a
minimum be impractical for particular
types of projects? If so, where and on
what basis should those projects be
identified? How could such a standard
be set while also taking into account the
practicality of using this standord in
particular types of projects? In addition
to topography, geography, and financial
factors, what other constraints, if any,
arc rclevant to considering whether an
inve stme nt i s im practic ab I e?

Question 24: What are the advantages
and disadvantages of setting a
minimum level of service at 100 Mbps
download and 20 Mbps upload in
projects where it is impracticable to set
minimum s¡nnmetrical download and
upload speeds of L00 Mbps? What are
the advantages and disadvantages of
setting a scalability requirement in these
cases? What other minimum standards
would be appropriate and why?

Question 25: What are the advantages
and disadvantages of focusing these
investments on those without access to
a wireline connection that reliably
delivers 25 Mbps download by 3 Mbps
upload? Would another threshold be
appropriate and why?

Question 26: What are the advantages
and disadvantages of setting any
p arti cular thre s hoÌ d for i d entifying
unserved or underserved areas,
minimum speed standards or scalability
minimum? Are there other standards
that should be set (e.g., latency)? If so,
why and how? How can such threshold,
standards, or minimum be set in a way
that balances the public's interest in
making, sure that reliable broadband
services meeting the daily needs of all
Americans are available throughout the
country with the providing recipients
flexibility to meet the varied needs of
their communities?

IIf. RestrÍctions on [Jse

As discussed above, recipients have
considerable flexibility to use Fiscal
Recovery Funds to address the diverse
needs of their communities. To ensure
that payments from the Fiscal Recovery
Funds are used for these congressionaily
permitted purposes, the ARPA includes
two provisions that further define the
boundaries of the statute's eligible uses.
Section 602(c)(2XA) of the Act provides
that States and territories may not "use
the funds . . to either directly or
indirectly offset a reduction in. . net
tax revenue . . resulting from a change
in law, regulation, or administrative
interpretation during the covered period
that reduces any tax . . or delays the
imposition of any tax or tax increase."
In addition, sections 602(c)(z)(Bì and
603(cX2) prohibit any recipient,
including cities, nonentitlement units of
government, and counties, from using
Fiscal Recovery Funds for deposit into
any pension fund. These restrictions
support the use of funds for the
congressionally permitted purposes
described in Section II of this
Supplementary Information by
providing a backstop against the use of
funds for purposes outside ofthe
eligible use categories.

These provisions give force to
Congress's clear intent that Fiscal
Recovery Funds be spent within the
four eligible uses identified in the
statute-(L) to respond to the public
health emergency and its negative
economic impacts, (z) to provide
premium pay to essential workers, (3) to
provide government services to the
extent of eligible governments' revenue
losses, and (4) to make necessary water,
sewer, and broadband infrastructure
investments-and not otherwise. These

four eligible uses reflect Congress's
judgment that the Fiscal Recovery
Funds should be expended in particular
ways that support recovery from the
COVID-I9 public health emergency.
The further restrictions reflect
Congress's judgment that tax cuts and
pension deposits do not fall within
these eligible uses. The interim final
rule describes how Treasury will
identify when such uses have occurred
and how it will recoup funds put
toward these impermissible uses and, as
discussed in Section VIII of this
SUPPLEMENTARY INFORMATION, establishes
a reporting framework for monitoring
the use ofFiscal Recovery Funds for
eligible uses.

A. Deposit Into Pension Funds

The statute provides that recipients
may not use Fiscal Recovery Funds for
"deposit into any pension fund." For
the reasons discussed below, Treasury
interprets "deposit" in this context to
refer to an extraordinary payment into a
pension fund for the purpoðe of
reducing an accrued, unfunded liability.
More specifically, the interim final rule
does not permit this assistance to be
used to make a payment into a pension
tund if both:

1. The payment reduces a liability
incurred prior to the start of the COVID-
19 public health emergency, and

2. the payment occurs outside the
recipient's regular timing for making
such payments.

Under this interpretation, a "deposit"
is distinct from a "papoll
contribution," which occurs when
employers make payments into pension
funds on regular intervals, with
contribution amounts based on a pre-
determined percentage of employees'
wages and salaries.

As discussed above, eligible uses for
premium pay and responding to the
negative economic impacts of the
COVID-19 public health emergency
include hiring and compensating public
sector employees. Interpreting the scope
of "deposit" to exclude contributions
that are part ofpayroll contributions is
mote consistent with these eligible uses
and would reduce administrative
burden for recipients. AccordingÌy, if an
employee's wages and salaries are an
eligibÌe use ofFiscal Recovery Funds,
recipients may treat the employee's
covered benefits as an eligible use of
FiscaÌ Recovery Funds. For purposes of
the Fiscal Recovery Funds, covered
benefits include costs of all types of
leave (vacation, family-related, sick,
military, bereavement, sabbatical, iury
duty), employee insurance (health, life,
dental, vision), retirement (pensions,
401 (k)), unemployment benefit plans
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(Federal and Statel, workers'
compensation insurance, and Federal
Insurance Contributions Act taxes
(which includes Social Security and
Medicare taxes).

Treasury anticipates that this
approach to employees' covered benefits
will be comprehensive and, for
employees whose wage and salary costs
are eiigible expenses, will al1ow all
covered benefits listed in the previous
paragraph to be eligible under the Fiscal
Recovery Funds. Treasury expects that
this wiÌl minimize the administrative
burden on recipients by treating all the
specified covered benefit types as
eligible expenses, for employees whose
wage and salary costs are eligible
expenses.

Question 27: Beyond a " deposit" and
a " payroll contñbution," are there other
types of payments into a pension fund
that Treasury should considerT

B. Offset a Reduction in Net Tax
Revenue

For States and territories (recipient
governments 160), section 0OZ(cXZXA)-
the offset provision-prohibits the use
ofFiscal Recovery Funds to directly or
indirectly offset a reduction in net tax
revenue resulting flom a change in law,
regulation, or adminÍstrative
interpretation 161 during the covered
period. If a State or territory uses Fiscal
Recovery Funds to offset a reduction in
net tax revenue, the ARPA provides that
the State or territory must repay to the
Treasury an amount equal to the lesser
of (i) the amount of the applicable
reduction attributable to the
impermissible offset and (iil the amount
received by the State or territory under
the ARPA. See Section IV of this
SUPPLEMENTARY INFORMATION. As
discussed below Section IV of this
SUPPLEMENTARY INFORMATION, a State or
territory that chooses to use Fiscal
Recovery Funds to offset a reduction in
net tax revenue does not forfeit its entire
allocation of Fiscal Recovery Funds
(unless it misused the fuli allocation to
offset a reduction in net tax revenue) or
any non-ARPA funding received.

The interim final rule implements
these conditions by establishing a
framework for States and territories to
determine the cost of changes in law,
regulation, or interpretation that reduce
tax revenue and to identify and value
the sources of funds that will offset-

160 Jn this sub-section, "recipient governments"
refers only to States and territories. In other
sections, "recipient govemments" re1èrs more
broadly to eligible governments receiving funding
Íìom the Fiscal Recovery Funds.

161 For brevity, referred to as "changes in law,
regulation, or interpretation" lbr the ¡emainder of
this preamble.

i.e., cover the cost of-any reduction in
net tax revenue resulting flom such
changes. A recipient government would
only be considered to have used Fiscal
Recovery Funds to offset a reduction in
net tax revenue resulting from changes
in law, regulation, or interpretation if,
and to the extent that, the recipient
government could not identify sufficient
funds from sources other than the Fiscal
Recovery Funds to offset the reduction
in net tax revenue. If sufficient funds
from other sources cannot be identified
to cover the full cost ofthe reduction in
net tax revenue resulting from changes
in law, regulation, or interpretation, the
remaining amount not covered by these
sources will be considered to have been
offset by Fiscal Recovery Funds, in
contravention of the offset provision.
The interim final rule recognizes three
sources of funds that may offset a
reduction in net tax revenue other than
Fiscal Recovery Funds-organic growth,
increases in revenue (e.g., an increase in
a tax rate), and certain cuts in spending.

In order to reduce burden, the interim
final rule's approach also incorporates
the types of information and modeling
already used by States and territories in
their own fiscal and budgeting
processes. By incorporating existing
budgeting processes and capabilities,
States and territories will be able to
assess and evaluate the relationship of
tax and budget decisions to uses of the
Fiscal Recovery Funds based on
information they likely have or can
obtain. This approach ensures that
recipient governments have the
information they need to understand the
implications of their decisions regarding
the use ofthe Fiscal Recovery Funds-
and, in particular, whether they are
using the funds to directly or indirectly
offset a reduction in net tax revenue,
making them potentially subject to
recoupment.

Reporting on both the eligible uses
and on a State's or territory's covered
tax changes that would reduce tax
revenue will enable identification of,
and recoupment for, use of Fiscal
Recovery Funds to directly offset
reductions in tax revenue resulting from
tax relief. Moreover, this approach
recognizes that, because money is
fungible, even ifFiscal Recovery Funds
are not explicitly or directly used to
cover the costs of changes that reduce
net tax revenue, those funds may be
used in a manner inconsistent with the
statute by indirectly being used to
substitute for the State's or territory's
funds that would otherwise have been
needed to cover the costs of the
reduction. By focusing on the cost of
changes that reduce net tax revenue-
and how a recipient government is

offsetting those reductions in
constructing its budget over tlre covered
period-the framework prevents efforts
to use Fiscal Recovery Funds to
indirectly offset reductions in net tax
revenue for which the recipient
government has not identified other
offsetting sources of funding.

As discussed in greater detail below
in this preamble, the framework set
fo¡th in the interim final rule establishes
a step-by-step process for determining
whether, and the extent to which, Fiscal
Recovery Funds have been used to offset
a reduction in net tax revenue. Based on
information reported annually by the
recipient government:

¡ First, each year, each recipient
government will identify and value the
changes in law, regulation, or
interpretation that would result in a
reduction in net tax revenue, as it would
in the ordinary course of its budgeting
process. The sum of these values in the
year for which the government is
reporting is the amount it needs to "pay
for" with sources other than Fiscal
Recovery Funds (total value ofrevenue
reducing changes).

. Second, the interim final rule
recognizes that it may be difficult to
predict how a change would affect net
tax revenue in future years and,
accordingly, provides that ifthe total
value of the changes in the year for
which the recipient government is
reporting is below a de minimis level,
as discussed below, the recipient
government need not identify any
sources of funding to pay for revenue
reducing changes and will not be
subject to recoupment.

. Third, a recipient government will
consider the amount of actual tax
revenue recorded in the year for which
they are reporting. If the recipient
government's actual tax revenue is
greater than the amount of tax revenue
received by the recipient for the fiscal
year ending 2019, adjusted annually for
inflation, the recipient government will
not be considered to have violated the
offset provision because there will not
have been a reduction in net tax
revenue.

r Fourth, if the recipient
government's actual tax revenue is less
than the amount of tax revenue received
by the recipient government for the
fiscal year ending 2019, adjusted
annually for inflation, in the reporting
year the recipient government will
identify any sources of funds that have
been used to permissibly offset the total
value of covered tax changes other than
Fiscal Recovery Funds. These are:

; State or territory tax changes that
would increase âny source ofgeneral
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fund revenue, such as a change that
would increase a tax rate; and

c- Spending cuts in areas not being
replaced by Fiscal Recovery Funds.

The recipient government will
calculate the value ofrevenue reduction
remaining after applying these sources
of offsetting funding to the total value of
revenue reducing changes-that, is, how
much ofthe tax change has not been
paid for. The recipient government will
then compare that value to the
difference between the baseline and
actual tax revenue. A recipient
government will not be required to
repay to the Treasury an amount that ls
greater than the recipient government's
actual tax revenue shortfall relative to
the baseline (i.e., fiscal year 2019 tax
revenue adjusted for inflation). This
"revenue reduction cap," together with
Step 3, ensures that recipient
governments can use organic revenue
growth to offset the cost of revenue
reductions.

. Finaliy, if there are any amounts
that could be subject to recoupment,
Treasury will provide notice to the
recipient government of such amounts.
This process is discussed in greater
detaiÌ in Section IV of this
SUPPLEMENTARY INFORMATION.

Together, these steps allow Treasury
to identify the amount of reduction in
net tax revenue that both is attributable
to covered changes and has been
directly or indirectly offset with Fiscal
Recovery Funds. This process ensures
Fiscal Recovery Funds are used in a
manner consistent with the statute's
defined eligible uses and the offset
provision's limitation on these eligible
uses, while avoiding undue interference
with State and territory decisions
regarding tax and spending policies.

The interim final rule also
implements a process for recouping
Fiscal Recovery Funds that were used to
offset reductions in net tax revenue,
including the calculatj.on of any
amounts that may be subject to
recoupment, a process for a recipient
government to respond to a notice of
recoupment, and clarification regarding
amounts excluded from recoupment.
See Section IV ofthis SUPPLEMENTARY
INFORMATION.

The interim final rule includes several
definitions that are applicable to the
implementation of the offset provision.

Covered change. The offsef provision
is triggered by a reduction in net tax
revenue resulting from "a change in
law, regulation, or administrative
interpretation." A covered change
includes any final legislative or
regulatory action, a new or changed
administrative interpretation, and the
phase-in,or taking effect of any statute

or rule where the phase-in or taking
effect was not prescribed prior to the
start ofthe covered period. Changed
administrative interpretations would
not include corrections to replace prior
inaccurate interpretations; such
corrections would instead be treated as
changes implementing legislation
enacted or regulations issued prior to
the covered period; the operative change
in those citcumstances is the underlying
legislation or regulation that occurred
prior to the covered period. Moreover,
only the changes within the control of
the State or territory are considered
covered changes. Covered changes do
not include a change in rate that is
triggered automatically and based on
statutory or regulatory criteria in effect
prior to the covered period. For
example, a state law that sets its earned
income tax credit (EITC) at a fixed
percentage of the Federal EITC will see
its EITC payments automatically
increase-and thus its tax revenue
reduced-because of the Federal
Government's expansion of the EITC in
the ARPA.162 This would not be
considered a covered change. In
addition, the offset provision applies
only to actions for which the change in
policy occurs during the covered period;
it excludes regulations or other actions
that implement a change or law
substantively enacted priot to March 3,
2021. Finally, Treasury has determined
and previously announced that income
tax changes-even those made during
the covered period-that simply
conform with recent changes in Federal
law (including those to conform to
recent changes in Federal taxation of
unempÌoyment insurance benefits and
taxation ofloan forgiveness under the
Paycheck Protection Program) are
permissible under the offset provision.

Baseline. For purposes of measuring a
reduction in net tax revenue, the interim
final rule measures actual changes in tax
revenue relative to a revenue baseline
(baselineJ. The baseline will be
calculated as fiscal year 2019 (FY 2019)
tax revenue indexed for inflation in
each year of the covered period, with
inflation calculated using the Bureau of
Economic Analysis's Implicit Price
Deflator.163

FY 2019 was chosen as the starting
year for the baseline because it is the
last fulI fiscal year prior to the COVID-

162 See, e.g., Tax Policy Center, How do state
eamerl income tu credits work? , https://
rw. t axp o licyc e nt e r. o rg/ b ri ef i ng- b o ok/ h o w - d o-
st ate-eum e d -in c ome-tux-c ¡ed it s -workl (last visited
ll4ay 9,2021).

r{tit U,S, Department of Commerr;e, Bureau of
Economic Analysis, GDP Price Deflator, https://
vw. bea. gov / d at a / p ri c e s -í nf I ati on / gd p -pri c e -
delotor (last visited May 9, 2021).

19 public health emergency.lca Th's
baseline year is consistent with the
approach directed by the ARPA in
sections 602(cX1XC) and 603(c)(1)(C),
which identify the "most recent full
fiscal year of the lState, tenitory, or
Tribal governmentl prior to the
emergency" as the comparator for
measuring revenue loss. U.S. gross
domestic product is projected to
rebound to pre-pandemic levels in
2021,165 suggesting that an FY 2019 pre-
pandemic baseline is a reasonable
comparator for future revenue levels.
The FY 2019 baseline revenue will be
adjusted annually for inflation to allow
for direct comparison of actual tax
revenue in each year (reported in
nominal terms) to baseline revenue in
common units of measurement; without
inflation adjustment, each dollar of
reported actual tax revenue would be
worth less than each dollar of baseline
revenue expressed in 2019 terms.

Reporting, year. The interim final rule
defines "reporting year" as a single year
within the covered period, aligned to
the current fiscal year of the recipient
government during the covered period,
for which a recipient government
reports the value of covered changes
and any sources of offsetting revenue
increases ("in-year" valuel, regardless of
when thoSe changes were enacted. For
the fiscal years ending in2O21, or 2025
(partial years), the term "reporting year"
refers to the portion ofthe year faÌling
within the covered period. For example,
the reporting year for a fiscal year
beginning July 2O2O and ending |une
2021 would be from March 3, 202'1, to
}uIy 2021,.

Tax revenue. The interim final rule's
definition of "tax revenue" is based on
the Census Bureau's definition of taxes,
used for its Annual Survey of State
Government Finances.166 It provides a
consistent, well-established definition
with which States and territories will be
familiar and is consistent with the
approach taken in Section II.C ofthis
SUPPLEMENTARY INFORMATION describing
the implementation of sections
602(c)(1XC) and 603(c)(1)(C) of rhe Act,
regarding revenue loss. Consistent with
the approach described in Section II.C
of this SUPPLEMENTARY INFORMATION, tax

16a Using Fiscal Ycar 2019 is consistcnt with
section 602 as Congress provided for using that
baseline for determining the impact of revenue loss
affet;ting the provision of government services. See
section 602(c)(1)(C).

ltis Congressional Budget Office, An Overoiew of
the Economic Outlook; 2021 Ío 2031 (February 1,
2O21"), avuilabl e at http s : / /w.cbo. gov/
publication/56965.

166 IJ.S. Censu$ Bureau, Annual Suwey of State
and Local Government Finances Glossary, https://
ww. ce n su s. gov / p r o gro tn s - su rueys / st ate / ab o u t /
glossary.html (last visited Apr. 30, 2021).
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revenue does not include revenue taxed
and collected by a different unit of
government (e.g., revenue from taxes
levied by a local government and
transfened to a recipient government).

Framework. The interim final rule
provides a step-by-step framework, to be
used in each reporting year, to calculate
whether the offset provision applies to
a State's or territory's use of Fiscal
Recovery Funds:

(7) Covered changes that reduce tax
revenue. For each reporting year, a
recipient government will identify and
value covered changes that the recipient
government predicts will have the effect
of reducing tax revenue in a given
reporting year, similar to the way it
would in the ordinary course of its
budgeting process. The value ofthese
covered changes may be reported based
on estimated values produced by a
budget model, incorporating reasonable
assumptions, that aligns with the
recipient government's existing
approaih for measuring the effects of
fiscal policies, and that measures
relative to a current law baseline. The
covered changes may also be reported
based on actual values using a statistical
methodology to isolate the change in
year-over-year revenue attrlbutable to
the covered change(s), relative to the
current law baseline prior to the
change(s). Further, estimation
approaches should not use dynamic
methodologies that incorporate the
projected effects of macroeconomic
growth because macroeconomic growth
is accounted for separately in the
framework. Relative to these dynamic
scoring methodologies, scoring
methodologies that do not incorporate
projected effects of macroeconomic
growth rely on fewer assumptions and
thus provide greater consistency among
States and territories. Dynamic scoring
that incorporates macroeconomic
growth may also increase the likelihood
of underestimation of the cost of a
reduction in tax revenue.

In general and where possible,
reporting should be produced by the
agency of the recipient government
responsible for estimating the costs and
effects of fiscal policy changes. This
approach offers recipient governments
the flexibility to determine their
reporting methodology based on their
existing budget scoring practices and
capabilities. In addition, the approach of
using the projected value ofchanges in
law that enact fiscal policies to estimate
the net effect of such policies is
consistent with the way many States

and territories already consider tax
changes.167

(2) In excess of the de mjnr'mis. The
recipient government will next calculate
the total value of all covered changes in
the reporting year resulting in revenue
reductions, identified in Step f. Ifthe
total value ofthe revenue reductions
resulting from these changes is below
the de minimis level, the recipient
government will be deemed not to have
any revenue-reducing changes for the
purpose of determining the recognized
net reduction. Ifthe total is above the de
minimis level, the recipient government
must identify sources of in-year revenue
to cover the fuìl costs of changes that
reduce tax revenue.

The de minimis level is calculated as
1. percent of the reporting year's
baseline. Treasury recognizes that,
pursuant to their taxing authority, States
and territories may make many small
changes to alter the composition of their
tax revenues or implement other
policies with marginal effects on tax
revenues. They may also make changes
based on projected revenue effects that
turn out to differ from actual effects,
unintentionally resulting in minor
revenue changes that are not fairly
described as "resulting from" tax law
changes. The de minimis level
recognizes the inherent challenges and
uncertainties that recipient governments
face, and thus allows relatively small
reductions in tax revenue without
consequence. Treasury determined the 1
percent level by assessing the historical
effects ofstate-level tax policy changes
in state EITCs implemented tô effeci
policy goals other than reducing net tax
revenues.168 The 1 percent de minimis
Ievel reflects the historical reductions in
revenue due to minor changes in state
fiscal policies.

(3) Safe harbor. The recipient
government will then compare the
reporting year's actual tax revenue to
the baseline. Ilactual tax revenue is
greater than the baseline, Treasury will
deem the recipient government not to
have any recognized net reduction for
the reporting year, and therefore to be in
a safe harbor and outside the ambit of
the offset provision. This approach is
consistent with the ARPA, which
contemplates recoupment of Fiscal
Recovery Funds only in the event that

167 See, e.9., Megan Randall * Kim Rueben, Tu
Policy Center, Sustainable Budgeting in the States:
Evidence on State Budget Institutions anrl Practices
(Nov. 2017), availoble at https://
rw. ttrxp o I i cy c ent er. o rg/ s i t e s / d elàu I ilfi I e s /
p ub Ì i c at i o n / 1 4 9 1 I 6 / sust ai nabl e -b u d ge t i n g- i n-t he -
slales -l.pdl.

160Data provided by the Urban-Brookings Tu
Policy Center tbr state-level EITC changes fbr 2004-
201,7.

such funds are used to offset a reduction
in net tax revenue. Ifnet tax revenue has
not been reduced, this provision does
not apply. In the event that actual tax
revenue is above the baseline, the
organic revenue growth that has
occurred, plus any other revenue-raising
changes, by definition must have been
enough to offset the in-year costs ofthe
covered changes.

(4J Consideration of other sources of
funding. Next, the recipient government
will identify and calculate the total
value of changes that could pay for
revenue reduction due to covered
changes and sum these items. This
amount can be used to pay for up to the
total value of revenue-reducing changes
in the reporting year. These changes
consist of two categories:

(a) Tax and other increases in
revenue. The recipient government must
identify and consider covered changes
in policy that the recipient government
predicts will have the effect of
increasing general revenue in a given
reporting year. As when identifying and
valuing covered changes that reduce tax
revenue, the value of revenue-raising
changes may be reported based on
estimated values produced by a budget
model, incorporating reasonable
assumptions, aligned with the recipient
government's existing approach for
measuring the effects of fiscal policies,
and measured relative to a current law
baseline, or based on actual values using
a statistical methodology to isolate the
change in year-over-year revenue
attributable to the covered change(s).
Further, and as discussed above,
estimation approaches should not use
dynamic scoring methodologies that
incorporate the effects of
macroeconomic growth because growth
is accounted for separately under the
interim final rule. In general and where
possible, reporting should be produced
by the agency ofthe recipient
government responsible for estimating
the costs and effects of fiscal policy
changes. This approach offers recipient
governments the flexibility to determine
their reporting methodology based on
their existing budget scoring practices
and capabilities.

(b) Covered spending cuts. A recipient
government aiso may cut spending in
certain areas to pay for covered changes
that reduce tax revenue, up to the
amount of the recipient government's
net reduction in total spending as
described below. These changes must be
reductions in government outlays not in
an area where the recipient government
has spent Fiscal Recovery Funds. To
better align with existing reporting and
accounting, the interim final rule
considers the department, agency, or
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authority from which spending has been
cut and whether the recipient
government has spent Fiscal Recovery
Funds on that same department, agency,
or authority. This approach was selected
to allow recipient governments to report
how Fiscal Recovery Funds have been
spent using reporting units already
incorporated into their budgeting
process. If they have not spent Fiscal
Recovery Funds in a department,
agency, or authority, the full amount of
the reduction in spending counts as a
covered spending cut, up to the
recipient government's net reduction in
total spending. Ifthey have, the Fiscal
Recovery Funds generally would be
deemed to have replaced the amount of
spending cut and only reductions in
spending above the amount of Fiscal
Recovery Funds spent on the
department, agency, or authority would
count.

To calculate the amount of spending
cuts that are available to offset a
reduction in tax revenue, the recipient
government must first consider whether
there has been a reduction in total net
spending, excluding Fiscal Recovery
Funds (net reduction in total spending).
This approach ensures that reported
spending cuts actually create fiscal
space, rather than simply offsetting
other spending increases. A net
reduction in total spending is measured
as the difference between total spending
in each reporting year, excluding Fiscal
Recovery Funds spent, relative to total
spending for the recipient's fiscal year
ending in 2019, adjusted for inflation.
Measuring reductions in spending
relative to 2019 reflects the fact that the
fiscal space created by a spending cut
persists so long as spending remains
below its original level, even if it does
not decline further, relative to the same
amount of revenue. Measuring spending
cuts from year to year would, by
contrast, not recognize any available
funds to offset revenue reductions
unless spending continued to decline,
failing to reflect the actual availability of
funds created by a persistent change and
limiting the discretion of States and
territories. In general and where
possible, reporting should be produced
by the agency of the recipient
government responsible for estimating
the costs and effects of fiscal policy
changes. Treasury chose this approach
because while many recipient
governments may score budget
legislation using projections, spending
cuts are readily observable using actual
values.

This approach-allowing only
spending reductions in areas where the
recipient government has not spent
Fiscal Recovery Funds to be used as an

offset for a reduction in net tax
revenue-aims to prevent recipient
governments from using Fiscal Recovery
Funds to supplant State or territory
funding in the eligible use areas, and
then use those State or teruitory funds to
offset tax cuts. Such an approach helps
ensure that Fiscal Recovery Funds are
not used to "indirectly" offset revenue
reductions due to covered changes.

In order to help ensure recipient
governments use Fiscal Recovery Funds
in a manner consistent with the
prescribed eligible uses and do not use
Fiscal Recovery Funds to indirectly
offset a reduction in net tax revenue
resulting from a covered change,
Treasury will monitor changes in
spending throughout the covered
period. If, over the course of the covered
period, a spending cut is subsequently
repìaced with Fiscal Recovery Funds
and used to indirectly offset a reduction
in net tax revenue resulting from a
covered change, Treasury may consider
such change to be an evasion ofthe
restrictions ofthe offset provision and
seek recoupment of such amounts.

(5) Identification of omounts subject
to recoupmenf. If a recipient
government (i) reports covered changes
that reduce tax revenue (Step 1); (ii) to
a degree greater than the de minimis
(Step 2); (iii) has experienced a
reduction in net tax revenue (Step 3);
and (iv) lacks sufficient revenue from
other, permissible sources to pay for the
entirety ofthe reduction (Step 4), then
the recipient government wiÌl be
considered to have used Fiscal Recovery
Funds to offset a reduction in net tax
revenue, up to the amount that revenue
has actually declined. That is, the
maximum value of reduction in revenue
due to covered changes which a
recipient government must cover is
capped at the difference between the
baseline a¡rd actual tax revenue.l6s In
the event that the baseline is above
actual tax revenue and the difference
between them is less than the sum of
revenue reducing changes that are not
paid for with other, permissible sources,
organic revenue growth has implicitly
offset a portion of the reduction. For
example, if a recipient government
reduces tax revenue by $1 billion,
makes no other changes, and
experiences revenue growth driven by
organic economic growth worth 9500
million, it need only pay for the
remaining $500 million with sources
other than Fiscal Recovery Funds. The
revenue reduction cap implements this

16!)This cap is applied in S 35.S(c) of the interim
final rule, calculating the amount of funds used in
violal ion of lhe tax offset provision.

approach for permitting organic revenue
growth to cover the cost oftax cuts.

Finally, as discussed further in
Section IV ofthis SUPPLEMENTARY
INFORMATION, a recipient government
may request reconsideration of any
amounts identified as subject to
recoupment under this framework. This
process ensures that all relevant facts
and circumstances, incìuding
information regarding planned spending
cuts and budgeting assumptions, are
considered prior to a determination that
an amount must be repaid. Amounts
subiect to recoupment are calculated on
an annual basis; amounts recouped in
one year cannot be returned if the State
or territory subsequently reports an
increase in net tax revenue.

To facilitate the implementation of
the framework above, and in addition to
reporting required on eìigible uses, in
each year ofthe reporting period, each
State and territory will report to
Treasury the following items:

¡ Actual net tax revenue for the
reporting year;

. Each revenue-reducing change
made to date during the covered period
and the in-year value of each change;

. Each revenue-raising change made
to date during the covered petiod and
the in-year value ofeach change;

. Each covered spending cut made to
date during the covered peilod, the in-
year value of each cut, and
documentation demonstrating that each
spending cut is covered as prescribed
under the interim final rule;

Treasury will provide additional
guidance and instructions the reporting
requirements at a later date.

Question 28: Does the interim final
ruLe's definition of tax revenue accord
with existing State and territorial
practice and, if not, are there other
definitions or elements Treasury should
considerT Discuss why or why not.

Question 29: The interim final rule
permits certain spending cuts to cover
the costs of reductions in tax revenue,
including cuts in a department, agency,
or authoñty in which the recipient
government is not using Fiscal Recovery
Funds. How should Treasury and
re cipie nt gove rnme nt s c onsi der the
scope of a department, agency, or
authority for the use of funds to ensure
spending cuts arc not being substituted
with Fiscal Recovery Funds while also
avoiding an overbroad definition of that
capturcs spending that is, in fact,
distinct?

Question 30: Discuss the budget
scoring methodologies curently used by
States and territories. How should the
interim final rule take into
con si derotí o n d i flere n ces ín
approaches? Please discuss the use of
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practices including but not |imited to
macro dynamic s c orin g, micro dyn ami c
scoring, and length of budget windows.

Question 31: If a recipient government
has a balanced budget requirement, how
will that requirement impact its use of
Fiscal Recovery Funds and ability to
implement this frameworkT

Question 32: To implement the
framework descríbed above, the interim
final rule establishes certain reporting
rcquiÍements. To what extent do
recipient governments already produce
this information and on what timeline?
Discuss ways that Treasury and
recipient governments may better rely
on information already produced, while
ensuring a consistent application of the
framework.

Question 33: Discuss States'and
territories' ability to produce the figures
and numbers required for reporting
under the interim finaÌ rule. What
additional rcpoúing, tools, such as a
standardized template, would facílitate
States' and tenitofies' ability to
complete the reporting required under
the interim fínal rule?

C. Other Restrictions on Use

Payments from the Fiscal Recovery
Funds are also subject to pre-existing
limitations provided in other Federal
statutes and regulations and may not be
used as non-Federal match for other
Federal programs whose statute or
regulations bar the use ofFederal funds
to meet matching requirements. For
example, payments from the Fiscal
Recovery Funds may not be used to
satisfy the State share of Medicaid.lTo

As provided for in the award terms,
payments from the Fiscal Recovery
Funds as a general matter will be subject
to the provisions of the Uniform
Administrative Requirements, Cost
Principles, and Audit Requirements for
Federal Awards (2 CFR part 200) (the
Uniform Guidance), including the cost
principles and restrictions on general
provisions for selected items of cost.

D. Timeline for Use of Fiscal Recovery
Funds

Section 602(c)(1J and section 603(c)(1J
require that payments from the Fiscal
Recovery Funds be used only to cover
costs incurred by the State, tenitory,
Tribal government, or local government
by December 3L,2024. Similarly, the
CARES Act provided that payments
flom the CRF be used to cover costs
incurred by December 3L,2O21.171 '[he

a70 see 42 cFR 433.51 and 45 CFR 75.306.
171 Section 1001 of Division N of the Consolidated

Appropriations Act, 202'1. amended section
601(d)(3) of the Act by exiending the end of the
covered period for CRF expenditures from
December 30,2O2O to December 31, 2021.

definition of "incurred" does not have
a clear meaning. With respect to the
CARES Act, on the understanding that
the CRF was intended to be used to
meet relatively short-term needs,
Treasury interpreted this requirement to
mean that, for a cost to be considered to
have been incurred, performance of the
service or delivery ofthe goods acquired
must occur by December 3'J,, 2O21,.|n
contrast, the ARPA, passed at a different
stage of the COVID-I9 public health
emergency, was intended to provide
more general fiscal relief over a broader
timeline. In addition, the ARPA
expressly permits the use of Fiscal
Recovery Funds for improvements to
water, sewer, and broadband
infrastructure, which entail a longer
timeframe. In recognition of this,
Treasury is interpreting the requirement
in section 602 and section 603 that costs
be incurred by December 3'1,, 2O24,Io
require only that recipients have
obligated the Fiscal Recovery Funds by
such date. The interim final rule adopts
a definition of "obligation" that is based
on the definition used for purposes of
the Uniform Guidance, which will allow
for uniform administration of this
requirement and is a definition with
which most recipients will be familiar.

Payments flom the Fiscal Recovery
Funds are grants provided to recipients
to mitigate the fiscal effects of the
COVID-I9 public health emergency and
to respond to the public health
emergency, consistent with the eligible
uses enumerated in sections 602(c)(L)
and 603(c)(L).172 As such, these funds
are inl.ended l-o provide economic
stimulus in areas still recovering from
the economic effects of the pandemic. In
implementing and interpreting these
provisions, including what it means to
"respond to" the COVID-I9 public
health emergency, Treasury takes into
consideration pre-pandemic facts and
circumstances (e.g., average revenue
growth prior to the pandemic) as well as
impact of the pandemic that predate the
enactment of the ARPA (e.g.,
replenishing Unemployment Trust
balances drawn during the pandemic).
While assessing the effects of the
COVID-IS public health emergency
necessarily takes into consideration the
facts and circumstances that predate the
ARPA, use of Fiscal Recovery Funds is
forward looking.

As discussed above, recipients are
permitted to use payments from the
Fiscal Recovery Funds to respond to the
public health emergency, to respond to
workers performing essential work by
providing premium pay or providing

172 Sections 602(a), 603(a), 6oz(c)(1) and ô03(c)(1)
of the Act.

grants to eligible employers, and to
make necessary investments in water,
sewer, or broadband infrastructure,
which all relate to prospective uses. In
addition, sections 602(cì(1J(CJ and
603(cX1XC) permit recipients to use
Fiscal Recovery Funds for the provision
of government sewices. This clause
provides that the amount of funds that
may be used for this purpose is
measured by reference to the reduction
in revenue due to the public health
emergency relative to revenues collected
in the most recent full fiscai year, but
this reference does not relate to the
period during which recipients may use
the funds, which instead refers to
prospective uses, consistent with the
other eligible uses.

Although as discussed above the
eÌigible uses of payments from the
Fiscal Recovery Funds are all
prospective in nature, Treasury
considers the beginning ofthe covered
period for purposes of determining
compliance with section 602(c)(2)(A) to
be the relevant reference point for this
purpose. The interim final rule thus
permits funds to be used to cover costs
incurred beginning on March 3, 2021.
This aligns the period for use of Fiscal
Recovery Funds with the period during
which these funds may not be used to
offset reductions in net tax revenue.
Permitting Fiscal Recovery Funds to be
used to cover costs incurred beginning
on this date will also mean that
recipients that began incurring costs in
the anticipation of enactment of the
ARPA and in advance of the issuance of
this rule and receipt of payment from
the Fiscal Recovery Funds would be
able to cover them using these
payments.173

As set forth in the award terms, the
period of performance will run until
December 31,,2026, which will provide
recipients a reasonable amount of time
to complete projects funded with
payments from the Fiscal Recovery
Funds.

IV. Recoupment Process

Under the ARPA, failure to comply
with the restrictions on use contained in
sections 602(c) and 603(c) ofthe Act
may result in recoupment of funds.174
The interim final rule implements these
provisions by establishing a process for
recoupment.

Identificatíon and Notice of
Violations. Failure to comply with the
restrictions on use will be identified
based on reporting provided by the

173 Given the natu¡e of this program, recipients
will not be permitted to use funds to cover pre-
award costs, j.e., those incuned prior to March 3,
2027.

174 Sections 602(e) and 603(e) of the Act.
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recipient. As discussed further in
Sections III.B and VIII of this
SUPPLEMENTARY INFORMATION, TTeasuTy
will collect information regarding
eligible uses on a quarterly basis and on
the tax offset provision on an annual
basis. Treasury also may consider other
information in identifying a violation,
such as information provided by
members of the public. If Treasury
identifies a violation, it will provide
written notice to the recipient along
with an explanation of such amounts.

Re qu e st fo r Rec o n si deroti on. Under
the interim final rule, a recipient may
submit a request for reconsideration of
any amounts identified in the notice
provided by Treasury. This
reconsideration process provides a
recipient the opportunity to submit
additional information it believes
supports its request in light of the notice
of recoupment, including, for example,
additional information regarding the
recipient's use of Fiscal Recovery Funds
or its tax revenues. The process also
provides the Secretary with an
opportunity to consider all information
relevant to whether a violation has
occurred, and if so, the appropriate
amount for recoupment.

The interim final rule also establishes
requirements for the timing of a request
for reconsideration. Specifically, if a
recipient wishes to request
reconsideration of any amounts
identified in the notice, the recipient
must submit a written request for
reconsideration to the Secretary within
60 calendar days of receipt of such
notice. The request must inciude an
explanation of why the recipient
believes that the finding of a violation
or recoupable amount identified in the
notice of recoupment should be
reconsidered. To facilitate the
Secretary's review of a recipient's
request for reconsideration, the request
should identify all supporting reasons
for the request. Within 60 calendar days
of receipt of the recipient's request for
reconsideration, the recipient will be
notified of the Secretary's decision to
affirm, withdraw, or modify the notice
of recoupment. Such notification will
include an explanation of the decision,
including responses to the recipient's
supporting reasons and consideration of
additional information provided.

The process and timeline established
by the interim final rule are intended to
provide the recipient with an adequate
opportunity to fulÌy present any issues
or arguments in response to the notice
of recoupment.lTs This process will
allow the Secretary to respond to the

17s The interim final rule aìso provides that
Treasury may exlend any deadlines.

issues and considerations raised in the
request for reconsideration taking into
account the information and arguments
presented by the recipient along with
any other relevant information.

Repayment. Finally, the interim final
rule provides that any amounts subtect
to recoupment must be repaid within
120 calendar days ofreceipt ofany final
notice of recoupment or, if the recipient
has not requested reconsideration,
within 120 calendar days of the initial
notice provided by the 

-secretary.

Question 34: Discuss the timeline for
re que stin g re c ons i d erati on und er th e
interim final rule. What, if any,
challenges does this timeline presentT

V. Payments in Tranches to Local
Governments and Certain States

Section 603 of the Act provides that
the Secretary wilÌ make payments to
local governments in two tranches, with
the second tranche being paid twelve
months after the first payment. In
addition, section 602 (b) (6) (AXii)
provides that the Secretary may
withhold payment of up to 50 percent
of the amount alÌocated to each State
and territory for a period of up to twelve
months from the date on which the
State or territory provides its
certification to the Secretary. Any such
withholding for a State or territory is
required to be based on the
unemployment rate in the State or
territory as ofthe date ofthe
certification.

The Secretary has determined to
provide in this interim final rule for
withholding of 50 percent of the amount
of Fiscal Recovery Funds allocated to all
States (and the District of ColumbiaJ
other than those with an unemployment
rate that is 2.0 percentage points or
more above its pre-pandemic (i.e.,
February 2020) level. The Secretary will
refer to the Ìatest available monthìy data
from the Bureau of Labor Statistics as of
the date the certification is provided.
Based on data available at the time of
public release ofthis interim final rule,
this threshold would result in a majority
of States being paid in two tranches.

Splitting payments for the majority of
States is consistent with the
requirement in séction 603 of the Act to
make payments from the Coronavirus
Local Fiscal Recovery Fund to local
governments in two tranches.176

176With respcct to Federal financial assistance
more generally, States are subject to the
requirements of the Cash Managenrent
Improvement .A.t;t (CMIA), under whir;h Fede¡al
ftuds ae drawn upon only on an as needed basis
and States are required to renit interest on unused
balances to Treasury. Given the statutory
requirement for Treasury to make payments to
States within a certain period, these requirements

Splitting payments to States into two
tranches wili help encourage recipients
to adapt, as necessary, to new
developments that could arise over the
coming twelve months, including
potential changes to the nature ofthe
public health emergency and its
negative economic impacts. While the
U.S. economy has been recovering and
adding jobs in aggregate, there is still
considerable uncertainty in the
economic outlook and the interaction
between the pandemic and the
economy.177 For these reasons, Treasury
believes it will be appropriate for a
majority of recipients to adapt their
plans as the recovery evolves. For
example, a faster-than-expected
economic recovery in 2O2'1, could lead a
recipient to dedicate more Fiscal
Recovery Funds to longer-term
investments starting in 2022.|n
contrast, a slower-than-expected
economic recovery in 2O2'1, could lead a
recipient to use additional funds for
near-term stimulus in 2O22.

At the same time, the statute
contemplates the possibility that
elevated unemployment in certain
States could justify a single payment.
Elevated unemployment is indicative of
a greater need to assist unemployed
workers and stimulate a faster economic
recovery. For this reason, the interim
final rule provides that States and
territories with an increase in their
unemployment rate over a specified
threshold may receive a single payment,
with the expectation that a single
tranche will better enable these States
and territories to take additional
immediate action to aid the unemployed
and strengthen their economies.

Following the initial pandemic-
related spike in unemployment in 2020,
States' unemployment rates have been
trending back towards pre-pandemic
levels. However, some States' labor
markets are healing more slowly than
others. Moreover, States varied widely
in their pre-pandemic levels of
unemployment, and some States remain
substantially further from their pre-

of the CMIA and Treasury's implementing
regulations at 31 CFR part 205 will not apply to
payments from the Fiscal Recovery Funds.
Providing funding in two tranches to the majority
of States reflects, to the muimum extent permitted
by section 602 of the Act, the general principles of
Federal cash management and stewardship of
Federal funding, yet wiÌl be much less restrictive
than the usual requirements to which States ile
sublect.

177 The potential course of the virus, and its
impact on the economy, has contributed to a
heightened degree ofuncertainty relative to prior
periods. See, e.g.,Dave Altig et al., Economic
uncertainty before and during the COVID-I9
pandemic, f. ofPublic Econ. (Nov. 2020), available
ot http s : / /w. sci ence d irect.com/ scienc e /orticle /
ob s/pii / Soo47 2 7 2 7 2 o 3 o1 3 B 9.
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pandemic starting point. Consequently,
Treasury is delineating States with
significant remaining elevation in the
unemployment rate, based on the net
difference to pre-pandemic levels.

Treasury has established that
significant remaining elevation in the
unemployment rate is a net change in
the unemployment rate of 2.0
percentage points or more relative to
pre-pandemic levels. In the four
previous recessions going back to the
early 1980s, the national unemployment
rate rose by 3.6, 2.3,2.O, and 5.0
percentage points, as measured from the
start of the recession to the eventual
peak during or immediately following
the recession.178 Each ofthese increases
can therefore represent a recession's
impact on unemployment. To identify
States with significant remaining
elevation in unemployment, Treasury
took the lowest of these four increases,
2.0 percentage points, to indicate states
where, despite improvement in the
unemployment rate, current labor
market conditions are consistent still
with a historical benchmark for a
recession.

No U.S. territory will be subject to
withholding of its payment from the
Fiscal Recovery Funds. For Puerto Rico,
the Secretary has determined that the
current level of the unemployment rate
(B.B percent, as of March 202'117s)ís
sufficiently high such that Treasury
should not withhold any portion of its
payment from the Fiscai Ê.ecovery
Funds regardless ofits change in
unemployment rate relative to its pre-
pandemic level. For U.S. territories that
are not included in the Bureau of Labor
Statistics' monthly unemployment rate
data, the Secretary will not exercise the
authority to withhold amounts from the
Fiscal Recovery Funds.

V(. Transfer
The statute authorizes State,

territorial, and Tribal governments;
counties; metropolitan cities; and
nonentitlement units of local
government (counties, metropoÌitan

lTslncludes the period during and immediately
tbllowing recessions, as defined by the National
Bureau of Economic Research. National Bureau of
Economic Research, US Business Cycle Expansions
and Cont¡actions, https : / /ww.nber.org/ resetrch /
d ota /u s-bu sín e ss -cycl e- expansi on s-and -
contractions (last visited AW. 27,202'1,). Based on
data from U.S. Bureau of Labor Statistics,
Unemployment Rate IUNRÂTE], ret¡ieved from
FRED, Federal Reserve Bank of St.Lotis, https://
Jied.stlou isfe d. org/ series / U NRATE (last visited Apr.
27, 2021).

17e U.S. Bureau of Labor Statistics, Economic
News Release-Table 1. Civilian labor force and
unemployment by state and selected area,
seasonally adjnst ed, http s : / /w.bl s. gov/
n ews.release / I att s.t1l..hhn 0ast visited Apr, 30,
2O21.).

cities, and nonentitlement units of local
government are collectively referred to
as "local governments") to transfer
amounts paid from the Fiscal Recovery
Funds to a number of specified entities.
By permitting these transfers, Congress
recognized the importance of providing
flexibility to governments seeking to
achieve the greatest impact with their
funds, including by working with other
levels or units of government or private
entities to assist recipient governments
in carrying out their programs. This
includes special-purpose districts that
perform specific functions in the
community, such as fire, water, sewer,
or mosquito abatement districts.

Specifically, under section 602(c)(31, a
State, territory, or Tribal government
may transfer funds to a "private
nonprofitorganization. . aTribal
organization. .apublicbenefit
corporation involved in the
transportation of passengers or cargo, or
a special-purpose unit of State or local
government. " 18o Similarly, section
603(c)(3) authorizes a local government
to transfer funds to the same entities
(other than Tribal organizations).

The interim final rule clarifies that the
lists oftransferees in sections 602(c)(3ì
and 603(c)(3) are not exclusive. The
interim final rule permits State,
territorial, and Tribal governments to
transfer Fiscal Recovery Funds to other
constituent units of government or
private entities beyond those specified
in the statute. Similarly, local
governments are authorized to transfer
Fiscal Recovery Funds to other
constituent units of government (e.g., a
county is able to transfer Fiscal
Recovery Funds to a city, town, or
school district within it) or to private
entities. This approach is intended to
heÌp provide funding to local
governments with needs that may
exceed the allocation provided under
the statutory formula.

State, local, territorial, and Tribal
governments that receive a Federal
award directly from a Federal awarding
agency, such as Treasury, are
"recipients." A transferee receiving a
transfer from a recipient under sections
602(c)(31 and 6os(c)(el will be a
subrecipient. Subrecipients are entities
that receive a subaward from a recipient
to carry out a program or project on
behalf of the recipient with the
recipient's Federal award funding. The
recipient remains responsible for
monitoring and overseeing the
subrecipient's use of Fiscal Recovery
Funds and other activities related to the
award to ensure that the subrecipient
complies with the statutory and

regulatory requirements and the terms
and conditions of the award. Recipients
also remain responsible for reporting to
Treasury on their subrecipients'use of
payments from the Fiscal Recovery
Funds for the duration of the award.

Transfers under sections 602(c)(3) and
603(cì(sl must qualify as an eligible use
of Fiscal Recovery Funds by the
transferor. Once Fiscal Recovery Funds
are received, the transferee must abide
by the restrictions on use applicable to
the transferor under the ARPA a¡d other
applicable law and program guidance.
For example, if a county transferred
Fiscal Recovery Funds to a town within
its borders to respond to the COVID-19
public health emergency, the town
would be bound by the eligible use
requirements applicable to the county in
carrying out the county's goal. This aìso
means that county A may not transfer
Fiscal Recovery Funds to county B for
use in county B because such a transfer
would not, from the perspective of the
transferor (county A), be an eligible use
in county A.

Section 603(c)(a) separateìy provides
for transfers by a local government to its
State or territory. A transfer under
section 603(c)(a) will not make the State
a subrecipient of the local government,
and such Fiscal Recovery Funds may be
used by the State for any purpose
permitted under section 602{c). A
transfer under section 603(c)(a) will
result in a cancellation or termination of
the award on the part of the transferor
local government and a modification of
the award to the transferee State or
territory. The transferor must provide
notice of the transfer to Treasury in a
format specified by Treasury. If the local
government does not provide such
notice, it will remain legally obligated to
Treasury under the award and remain
responsible for ensuring that the
awarded Fiscal Recovery Funds are
being used in accordance with the
statute and program guidance and for
reporting on such uses to Treasury. A
State that receives a transfer from a local
government under section 603(c)(a) will
be bound by all ofthe use restrictions
set forth in section 602(c) with respect
to the use ofthose Fiscal Recovery
Funds, including the prohibitions on
use of such Fiscal Recovery Funds to
offset certain reductions in taxes or to
make deposits into pension funds.

Question 35: What are the advantages
and disadvantages oftreatingthe list of
transferees in sections 602(c)(3) and
603(c)( 3 ) as nonexclusive, aÌlowing
States and localities to transfer funds to
entities outside of the listT

Question 36: Are there alternative
ways of defining " special-purpose unit
of State or local government" andt30 Section 6oz(c)(3) of the Act.
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"public benefit corporation" that would
better further the aims of the Funds?

VII. Nonentitlement Units of
Government

The Fiscal Recovery Funds provides
for $19.53 billion in payments to be
made to States and territories which
will distribute the funds to
nonentitlement units of local
government (NEUs); Iocal governments
which generally have populations below
50,000. These local governments have
not yet received direct fiscal ¡elief from
the Federal Government during the
COVID-I9 public health emergency,
making Fiscal Recovery Funds
payments an important source of
support for their public health and
economic responses. Section 603
requires Treasury to allocate and pay
Fiscal Recovery Funds to the States and
territories and requires the States and
territories to distribute Fiscal Recovery
Funds to NEUs based on population
within 30 days of receipt unless an
extension is granted by the Secretary.
The interim final rule clarifies certain
aspects regarding the distribution of
Fiscal Recovery by States and territories
to NEUs, as well as requirements around
timely payments from the Fiscal
Recovery Funds.

The ARPA requires that States and
territories allocate funding to NEUs in
an amount that bears the same
proportion as the population of the NEU
bears to the total population of all NEUs
in the State or territory, subject to a cap
(described belowl. Because the statute
requires States and territories to make
distributions based on population,
States and territories may not place
additional conditions or requirements
on distributions to NEUs, beyond those
required by the ARPA and Treasury's
implementing regulations and guidance.
For example, a State may not impose
shicter limitations than permitted by
statute or Treasury regulations or
guidance on an NEU's use of Fiscal
Recovery Funds based on the NEU's
proposed spending plan or other
policies. States and territories are also
not permitted to offset any debt owed by
the NEU against the NEU's distribution.
Further, States and territories may not
provide funding on a reimbursement
basis-e.g., requiring NEUs to pay for
project costs up front before being
reimbursed with Fiscal Recovery Funds
payments-because this funding model
would not comport with the statutory
requirement that States and territories
make distributions to NEUs within the
statutory timeframe.

Similarly, States and territories
distributing Fiscal Recovery Funds
payments to NEUs are responsible for

complying with the Fiscal Recovery
Funds statutory requirement that
distributions to NEUs not exceed 75
percent of the NEU's most recent
budget. The most recent budget is
defined as the NEU's most recent annual
total operating budget, including its
general fund and other funds, as of
]anuary 27,2O2O. Amounts in excess of
such cap and therefore not distributed
to the NEU must be returned to Treasury
by the State or territory. States and
territories may rely for this
determination on a certified topline
budget total from the NEU.

Under the interim final rule, the total
allocation and distribution to an NEU,
including the sum of both the first and
second tranches of funding, cannot
exceed the 75 percent cap. States and
territories must permit NEUs without
formal budgets as of January 27 , 2O2O I-o
self-certif,i their most recent annual
expenditures as of January 27 , 2O2O for
the purpose of calculating the cap. This
approach will provide an administrable
means to implement the cap for small
local governments that do not adopt a
formal budget.

Section 603(bX3) ofthe Social
Security Act provides for Treasury to
make payments to counties but provides
that, in the case of an amount to be paid
to a county that is not a unit ofgeneral
local government, the amount shall
instead be paid to the State in which
such county is located, and such State
shall distribute such amount to each
unit of general local government within
such county in an amount that bears the
same proportion to the amount to be
paid to such county as the population
ofsuch units ofgeneral local
Bovernment bears to the total population
of such county. As with NEUs, States
may not place additional conditions or
requirements on distributions to such
units of general local government,
beyond those required by the ARPA and
Treasury's implementing regulations
and guidance.

In the case of consolidated
governments, section 603(b)(4) allows
consolidated governments (e.g., a city-
county consolidated government) to
receive payments under each allocation
based on the respective formulas. In the
case ofa consolidated government,
Treasury interprets the budget cap to
apply to the consolidated government's
NEU allocation under section 603(b)(2)
but not to the consolidated
government's county allocation under
section 603(bl(31.

If necessary, States and territories may
use the Fiscal Recovery Funds under
section 602(cXrXA) to fund expenses
related to administering payments to
NEUs and units of general local

government, as disbursing these funds
itselfis a response to the public health
emergency and its negative economic
impacts. If a State or territory requires
more time to disburse Fiscal Recovery
Funds to NEUs than the allotted 30
days, Treasury will grant extensions of
not more than 30 days for States and
territories that submit a certification in
writing in accordance with section
603(b)(2XCXii)(I). Additional extensions
may be granted at the discretion of the
Secretary.

Question 37: What arc alternative
ways for States and territories to enforce
the 75 percent cap while reducingthe
administrative burden on them?

Question 38: What criteria should
Treasury consider in assessing requests
for extensions for further time to
distribute NEU paymentsT

VIII. Reporting
States (defined to include the District

of Columbia), territories, metropolitan
cities, counties, and Tribal governments
will be required to submit one interim
report and thereafter quarterly Project
and Expenditure reports through the
end of the award period on December
3'1.,2026. The interim report will
include a recipient's expenditures by
category at the summary Ìevel from the
date of award to July 31, zo27 and, for
States and territories, information
related to distributions to
nonentitlement units. Recipients must
submit their interim report to Treasury
by August 31,, 2021,. Nonentitlement
units of local government are not
required to submit an inLerim report.

The quarterly Project and Expènditure
reports will include financial data,
information on contracts and subawards
over $50,000, types of projects funded,
and other information regarding a
recipient's utilization of the award
funds. The reports will include the same
general data (e.g., on obligations,
expenditures, contracts, grants, and sub-
awards) as those submitted by recipients
of the CRF, with some modifications.
Modifications wi.ll include updates to
the expenditure categories and the
addition of data elements related to
specific eligible uses, including some of
the reporting elements described in
sections above. The initial quarterly
Project and Expenditure report will
cover two calendar quarters from the
date of award to September 30,202L,
and must be submitted to Treasury by
October 31,,2021,. The subsequent
quarterly reports will cover one
calendar quarter and must be submitted
to Treasury within 30 days after the end
of each calendar quarter.

Nonentitlement units of local
government will be required to submit
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annual Project and Expenditure reports
until the end of the award period on
December 31,, 2026. The initial annual
Project and Expenditure report for
nonentitlement units of local
government will cover activity from the
date of award to September 30, 202L
and must be submitted to Treasury by
October 31,, 2021. The subsequent
annual reports must be submitted to
Treasury by October 31 each year.

States, territories, metropolitan cities,
and counties with a population that
exceeds 250,000 residents will also be
required to submit an annual Recovery
Plan Performance report to Treasury.
The Recovery Plan Performance report
will provide the public and Treasury
information on the projects that
recipients are undertaking with program
funding and how they are planning to
ensure project outcomes are achieved in
an effective, efficient, and equitable
manner. Each jurisdiction will have
some flexibility in terms of the form and
content ofthe Recovery PIan
Performance report, as long as it
includes the minimum information
required by Treasury. The Recovery
Plan Performance report will include
key performance indicators identified
by the recipient and some mandatory
indicators identified by Treasury, as
well as programmatic data in specific
eligible use categories and the specific
reporting requirements described in the
sections above. The initial Recovery
Plan Performance report will cover the
period from the date of award to fuly 31,
2O2l and must be submitted to Treasury
by August 31, 2021.. Thereafter,
Recovery Plan Performance reports will
cover a 12-month period, and recipients
will be required to submit the report to
Treasury within 30 days after the end of
the 12-month period. The second
Recovery Plan Performance report will
cover the period from July '1,,2O21, to
June 30, 2O22, and, must be submitted to
Treasury by luly 31,2022. Each annual
Recovery Plan Performance report must
be posted on the public-facing website
of the recipient. Local governments with
fewer than 250,000 residents, Tribal
governments, and nonentitlement units
of local government are not required to
develop a Recovery Plan Performance
report.

Treasury will provide additional
guidance and instructions on the
reporting requirements outlined above
for the Fiscal Recovery Funds at a later
date.

IX, Comments and Effective Date
This interim final rule is being issued

without advance notice and public
comment to allow for immediate
implementation of this program. As

discussed below, the requirements of
advance notice and public comment do
not apply "to the extent that there is
involved . . a matter relating to âgency
. . grants." 181 The interim final rule
implements statutory conditions on the
eligible uses of the Fiscal Recovery
Funds grants, and addresses the
payment of those funds, the reporting
on uses of funds, arrd potential
consequences of ineligible uses. In
addition and as discussed below, the
Administrative Procedure Act also
provides an exception to ordinary
notice-and-comment procedures "when
the agency for good cause finds (and
incorporates the findÍng and a brief
statement of reasons therefor in the
rules issued) that notice and public
procedure thereon are impracticable,
unnecessary, or contrary to the public
interest." 182 This good cause
justification also supports waiver of the
60-day delayed effective date for major
rules under the Congressional Review
Act at 5 U.S.C. 80s(2). Although this
interim final rule is effective
immediately, comments are solicited
from interested members of the public
and from recipient governments on all
aspects ofthe interim final rule.

These comments must be submitted
on or before þily L6,2021,.

X. Regulatory .{nalyses

Executive Orders 12866 and 1.3563

This interim final rule is
economically significant for the
purposes ofExecutive Orders 12866 and
13563. Treasury, however, is proceeding
under the emergency provision at
Executive Order 12866 section 0(al(S)(D)
based on the need to act expeditiously
to mitigate the current economic
conditions arising from the COVID-19
public health emergency. The rule has
been reviewed by the Office of
Management and Budget (OMB) in
accordance with Executive Order 12866.
This rule is necessary to implement the
ARPA in order to provide economic
reliefto State, local, and Tribal
governments adversely impacted by the
COVID-19 public heaÌth emergency.

Under Executive Order 12866, OMB
must determine whether this regulatory
action is "significant" and, therefore,
subject to the requirements of the
Executive Order and subject to review
by OMB. Section 3(fl of Executive Order
12866 defines a significant regulatory

r81 5 U.S.C. 55:(a)(Z).
132 5 U.S.C. SS:(bXS)(B); see aTso 5 U.S.C.

553(d)(3) (creating an exception to the requirement
of a 3O-day delay before the effective date of a rule
"lbr good cause fbund and published with the
rule").

action as an action likely to result in a
ruie that may:

(1) Have an annual effect on the
economy of $100 million or more, or
adversely affect a sector ofthe economy;
productivity; competition; jobs; the
environment; public health or safety; or
State, local, or Tribal governments or
communities in a material way (also
referred to as "economically significant"
regulations);

(2) Create a serious inconsistency or
otherwise interfere with an action taken
or planned by another agency;

(sJ Materially alter the budgetary
impacts of entitlements, grants, user
fees, or loan programs or the rights and
obligations of recipients thereof; or

(4) Raise novel legal or policy issues
arising out of legal mandates, the
President's priorities, or the principles
stated in the Executive order.
This regulatory action is an
economically significant regulatory
action subject to review by OMB under
section 3(f) ofExecutive Order 12866.
Treasury has also reviewed these
regulations under Executive Order
13563, which supplements and
explicitly reaffirms the principles,
structures, a¡d definitions governing
regulatory review established in
Executive Order 12866. To the extent
permitted by law, section 1(b) of
Executive Order 13563 requires that an
agency:

(1) Propose or adopt regulations only
upon a reasoned determination that
their benefits justify their costs
(recognizing that some benefits and
costs are difficult to quantify);

(2) Tailor its regulations to impose the
least burden on society, consistent with
obl.aining regulatory objecl.ives taking
into account, among other things, and to
the extent practicable, the costs of
cumulative regulations;

(3) Select, in choosing among
alternative regulatory approaches, those
approaches that maximize net benefits
(including potential economic,
environmental, public health and safety,
and other advantages; dist¡ibutive
impacts; and equity);

(a) To the extent feasible, specify
performance objectives, rather than the
behavior or manner of compliance a
regulated entity must adopt; and

(5) Identify and assess available
alternatives to direct regulation,
including providing economic
incentives-such as user fees or
marketable permits-to encourage the
desired behavior, or providing
information that enables the public to
make choices.

Executive Order 13563 also requires
an agency "to use the best available
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techniques to quantifr anticipated
present and future benefits and costs as
accurately as possible." OMB's Office of
Information and Regulatory Affairs
(OIRA) has emphasized that these
techniques may include "identifying
changing future compliance costs that
might result from technological
innovation or anticipated behavioral
changes."

Treasury has assessed the potential
costs and benefits, both quantitative and
qualitative, ofthis regulatory action, and
is issuing this interim final rule only on
a reasoned determination that the
benefits exceed the costs. In choosing
among alternative reguÌatory
approaches, Treasury selected those
approaches that would maximize net
benefits. Based on the analysis that
follows and the reasons stated
elsewhere in this document, Treasury
believes that this interim final rule is
consistent with the principles set forth
in Executive Order 13563.

Treasury also has determined that this
regulatory action does not unduly
interfere with States, territories, Tribal
governments, and Ìocalities in the
exercise of their governmental
functions.

This ReguÌatory Impact Analysis
discusses the need for regulatory action,
the potential benefits, and the potential
costs.

Need for Regulatory Action. This
interim final rule implements the $350
billion Fiscal Recovery Funds ofthe
ARPA, which Congress passed to help
States, territories, Tribal governments,
and localities respond to the ongoing
COVID-19 public health emergency and
its economic impacts. A,s the agency
charged with execution of these
programs, Treasury has concluded that
this interim final rule is needed to
ensure that recipients of Fiscal Recovery
Funds fully understand the
requirements and parameters of the
program as set forth in ihe statute and
deploy funds in a manner that best
reflects Congress' mandate for targeted
fiscal relief.

This interim final rule is primarily a
transfer rule: It transfers $350 billion in
aid flom the Federal Government to
states, territories, Tribal governments,
and localities, generating a significant
macroeconomic effect on the U.S.
economy. In making this transfer,
Treasury has sought to implement the
program in ways that maximize its
potential benefits while minimizing its
costs. It has done so by aiming to target
relief in key areas according to the
congressional mandate; offering clarity
to States, ter¡itories, Tribal
governments, and localities while
maintaining their flexibility to respond

to local needs; and limiting
administrative burdens.

Analysis of Benefits. Relative to a pre-
statutory baseline, the Fiscal Recovery
Funds provide a combined 9350 billion
to State, local, and Tribal governments
for fiscal relief and support for costs
incurred responding to the COVID-19
pandemic. Treasury believes that this
transfer will generate substantial
additional economic activity, although
given the flexibility accorded to
recipients in the use of funds, it is not
possible to precisely estimate the extent
to which this will occur and the timing
with which it will occur. Economic
research has demonstrated that state
fiscal reliefis an efficient and effective
way to mitigate declines in jobs and
output during an economic
downturn.183 Absent such fiscal relief,
fiscal austerity among State, local, and
Tribal governments could exert a
prolonged drag on the overall economic
recovery, as occurred following the
2OO7-Og tecession.lsa

This interim final rule provides
benefits across several areas by
implementing the four eligible funding
uses, as defined in statute:
Strengthening the response to the
COVID-19 pubÌic health emergency and
its economic impacts; easing fiscal
pressure on State, local, and Tribal
governments that might otherwise lead
to harmful cutbacks in employment or
government services; providing
premium pay to essentiaÌ workers; and
making necessary investments in certain
types of infiastnrcture. In implementing
the ARPA, Treasury also sought to
support disadvantaged communities
that have been disproportionately
impacted by the pandemic. The Fiscal
Recovery Funds as implemented by the
interim final rule can be expected to
channel resources toward these uses in
order to achieve substantial near-term
economic and public health benefits, as
well as longer-term benefits arising fìom
the allowable investments in water,
sewer, and broadband infrastructure and
aid to families.

ro: ç¿þ¡lsl Chodorow-Reich et al., Does State
Fiscal Relief during Recessions Increase
Employment? Evidence from the American
Recovery and Reinvestment Act, American Econ. J.
Econ. Policy, 4:3 118-45 (Atg.2O'r2), available at
http s :/ /w. o eoweb.org/otti cl es7 i d= 1 O. 1 2 5 7 /
pol.4.3.118.

184 See, e.g,., Fitzpatrick, Haughwout & Sctrcn,
Fiscal Drag from the State and Local Sector?,
Liberty Strcet Economics Blog, Federal Reservc
Bank ofNew York (June 27, 2012), https://
tw. I ib e rty s t re e t e c o no m i c s. newyo rkf e d. o r g/ 2 0 1 2 /
o a /fi s tn l - d rn g-l rom -th e - s tote - a n d - I o c u I - s e cto r. ht ml ;
liri fonas, Great Recession and Fiscal Squeeze at
U.S. Subnational Government Level, IMF Working
Paper 1.2/1.A4, (July 20121, available at https://
tw. imf .org/ extem al / pub s/ft /wp / z o t z /
wp12184.pdf;Gordon, supra note 9.

These benefits are achieved in the
interim final rule through a broadly
flexible approach that sets clear
guidelines on eligible uses ofFiscal
Recovery Funds and provides State,
local, and Tribal government officials
discretion within those eli.gible uses to
direct Fiscal Recovery Funds to areas of
greatest need within their jurisdiction.
While preserving recipients' overall
flexibility, the interim final rule
includes several provisions that
implement statutory requirements and
will help support use of Fiscal Recovery
Funds to achieve the intended benefits.
The remainder of this section clarifies
how Treasury's approach to key
provisions in the interim final rule will
contribute to greater realization of
benefits from the program.

c Revenue loss; Recipients will
compute the extent of reduction in
revenue by comparing actual revenue to
a counterfactual trend representing what
could have plausibly been expected to
occur in the absence of the pandemic.
The counterfactual trend begins with
the last full fiscal year prior to the
public health emergency (as required by
statute) and projects forward with an
annualized growth adjustment.
Treasury's decision to incorporate a
growth adjustment into the calculation
of revenue loss ensures that the formula
more fully captures revenue shortfalls
relative to recipients' pre-pandemic
expectations. Moreover, recipients will
have the opportunity to re-calculate
revenue loss at several points
throughout tle program, recognizing
that some recipients may experience
revenue effects with a lag. This option
to re-calculate revenue loss on an
ongoing basis should result in more
support for recipients to avoid harmful
cutbacks in future years. In calculating
revenue loss, recipients will look at
general revenue in the aggregate, rather
than on a source-by-source basis. Given
that recipients may have experienced
offsetting changes in revenues across
sources, Treasury's approach provides a
more accurate representation of the
effect of the pandemic on overall
revenues.

o Premium Pay:Per the statute,
recipients have broad latitude to
designate critical infrastructure sectors
and make grants to third-party
employers for the purpose of providing
premium pay or otherwise respond to
essential workers. While the interim
final rule generally preserves the
flexibility in the statute, it does add a
requirement that recipients give written
justification in the case that premium
pay would increase a worker's annual
pay above a certain threshold. To set
this threshold, Treasury analyzed data
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from the Bureau of Labor Statistics to
determine a level that would not require
further justification for premium pay to
the vast majority of essential workers,
while requiring higher scrutiny for
provision of premium pay to higher-
earners who, even without premium
pay, would likely have greater personal
financial resources to cope with the
effects of the pandemic. Treasury
believes the threshold in the interim
final rule strikes the appropriate balance
between preserving flexibility and
helping encourage use of these
resources to heì.p those in greatest need.
The interim final rule also requires that
eligible workers have regular in-person
interactions or regular physical
handÌing of items that were also
handled by others. This requirement
will also help encourage use of financial
resources for those who have endured
the heightened risk of performing
essentiaÌ work.

o Withholding of Payments to
Recipients: Treasury believes that for
the vast majority of recipient entities, it
will be appropriate to receive funds in
two separate payments. As discussed
above, withholding of payments ensures
that recipients can adapt spending plans
to evolving economic conditions and
that at least some of the economic
benefits will be realized in 2O22 or later.
However, consistent with authorities
granted to Treasury in the statute,
Treasury recognizes that a subset of
States with significant remaining
elevation in the unemployment rate
could face heightened additional near-
term needs to aid unemployed workers
and stimulate the recovery. Therefore,
for a subset of State governments,
Treasury will not withhold any funds
from the first payment. Treasury
believes that this approach strikes the
appropriate balance between the general
reasons to provide funds in two
payments and the heightened additional
near-term needs in specific States. As
discussed above, Treasury set a
threshold based on historical analysis of
unemployment rates in recessions.

. Hiring Public Sector Employees:
The interim final rule states explicitly
that recipients may use funds to restore
their workforces up to pre-pandemic
levels. Treasury believes that this
statement is beneficial because it
eliminates any uncertainty that could
cause delays or otherwise negatively
impact restoring public sector
workforces (which, at time of
publication, remain significantly below
pre-pandemic levelsJ.

Finally, the interim final rule aims to
promote and streamline the provision of
assistance to individuals and
communities in greatest need,

particularly communities that have been
historically disadvantaged and have
experienced disproportionate impacts of
the COVID-19 crisis. Targeting relief is
in line with Executive Order 13985,
"Advancing Racial Equity and Support
for Underserved Communities Through
the Federal Government," which laid
out an Administration-wide priority to
support "equity for all, including people
of color and others who have been
historically underserved, marginalized,
and adversely affected by persistent
poverty and inequality." 18s To this end,
the interim final rule enumerates a list
of services that may be provided using
Fiscal Recovery Funds in low-income
areas to address the disproportionate
impacts of the pandemic in tlese
communities; establishes the
characteristics of essential workers
eligible for premium pay and
encouragement to serve workers based
on financial need; provides that
recipients may use Fiscal Recovery
Funds to restore (to pre-pandemic
levels) state and local workforces, where
women and people of color are
disproportionately represented; ras 

"tr¿targets investments in broadband
infrastructure to unserved and
underserved areas. Collectively, these
provisions will promote use of resources
to facilitate the provision of assistance
to individuals and communities with
the greatest need.

Analysis of Costs. This regulatory
action will generate administrative costs
relative to a pre-statutory baseline. This
includes, chiefly, costs required to
administer Fiscal Recovery Funds,
oversee subrecipients and beneficiaries,
and file periodic reports with Treasury.
It also requires States to allocate Fiscal
Recovery Funds to nonentitlement
units, which are smaller units of local
government that are statutorily required
to receive their funds through States.

Treasury expects that the
administrative burden associated with
this program will be moderate for a
grant program of its size. Treasury
expects that most recipients receive
direct or indirect funding from Federal
Government programs and that many

,"t A*"*i* Order on Advancing Racial Equity
and Support for Underserved Communities through
the Fedcral Government (lan. 20, 2021,) (86 FR 7009,
Januily 25, 20211, https://M.whitehouse.gov/
bri efing-room/presi d entíol - octi on s / 2 0 2 1 / o 1 / 2 0 /
exe cutive - o r d e r- a dva n c i ng- r a c i al - e qu i ty- an d -
su pp o rt-for-u n d ers erye d -c o mmuni tÍe s I h rou gh -t h e-

lè d e ru 1 - gov em m en l/ (last visited N4.ay 9, 2021,).
l86David Cooper, Mary Gable & Algernon Arrstin,

Economic Policy Institute Briefing Paper, The
Public-Sector Jobs Crisis: Women and African
Americans hit hudest by iob losses in state and
local governments, https :/ / w.e p i.org/
p u b I i c ati on / bp 3 3 I - pub I i c - s e c t o r- jobs-crisri (last
visited May 9, 2021).

have familiarity with how to administer
and report on Federal funds or grant
funding provided by other entities. In
particular, States, territories, and ì.arge
localities will have received funds from
the CRF and Treasury expects them to
rely heavily on established processes
developed last year or through prior
grant funding, mitigating burden on
these governments.

Treasury expects to provide technical
assistance to defray the costs of
administration of Fiscal Recovery Funds
to further mitigate burden. In making
implementation choices, Treasury has
hosted numerous consultations with a
diverse range of direct recipients-
States, small cities, counties, and Tribal
governments-along with various
communities across the United States,
including those that are underserved.
Treasury lacks data to estimate the
precise extent to which this interim
final rule generates administrative
burden for State, local, and Tribal
governments, but seeks comment to
better estimate and account for these
costs, as well as on ways to lessen
administrative burdens.

Executive Order 13132

Executive Order 13132 (entitled
Federalism) prohibits an agency from
publishing any rule that has federalism
implications if the rule either imposes
substantial, direct compliance costs on
State, local, and Tribal governments,
and is not required by statute, or
preempts state law, unless the agency
meets the consultation and funding
requirements of section 6 of the
Executive order. This interim final rule
does not have federalism implications
within the meaning of the Executive
order and does not impose substantial,
direct compliance costs on State, Iocal,
and Tribal governments or preempt state
law within the meaning of the Executive
order. The compliance costs are
imposed on State, local, and Tribal
governments by sections 602 and 603 of
the Social Security Act, as enacted by
the ARPA. Notwithstanding the above,
Treasury has engaged in efforts to
consult and work cooperatively with
affected State, local, and Tribal
government officials and associations in
the process of developing the interim
final rule. Pursuant to the requirements
set forth in section 8(a) ofExecutive
Order 13L32, Treasury certifies that it
has complied with the requirements of
Executive Order 13132.

A dm ini strative Proc e d ure A ct
The Administrative Procedure Act

(APA), 5 U.S.C. 551. et seq., generally
requires public notice and an
opportunity for comment before a rule
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becomes effective. However, the APA
provides that the requirements of 5
U.S.C. 553 do not appiy "to the extent
that there is involved . . a matter
relating to agency . . grants." The
interim final rule implements statutory
conditions on the eligible uses ofthe
Fiscal Recovery Funds grants, and
addresses the payment of those funds,
the reporting on uses of funds, and
potential consequences of ineligible
uses. The rule is thus "both clearly and
directly related to a federal grant
program." National Wildlife Federation
v. Snow,561 F.2d 227,232 (D.C. Cir.
1976). The rule sets forth the "process
necessary to maintain state .

eligibility for federal funds," id., as well
as the "methodls] by which states can
. . qualify for federal aid," and other
"integral partls] of the grant program,"
Center for Auto Safetyv. Tiemann,41.4
F. Supp. 21.5,222 (D.D.C. 19761. As a
result, the requirements of 5 U.S.C. 553
do not apply.

The APA also provides an exception
to ordinary notice-and-comment
procedures "when the agency for good
cause finds (and incorporates the
finding and a brief statement of reasons
therefor in the rules issued) that notice
and public procedure thereon are
impracticable, unnecessary, or contrary
to the public interest." 5 U.S.C.
sss(b)(sXB); see also 5 U.S.C. 5s3(dxsl
(creating an exception to the
requirement of a 30-day delay before the
effective date of a rule "for good cause
found and published with the rule").
Assuming 5 U.S.C. 553 applied,
Treasury would still have good cause
under sections 553(b)(3)(B) and
553(dX3) for not undertaking section
553's requirements. The ARPA is a law
responding to a historic economic and

Reporting

Recipient Payment Form ..........
Acceptance of Award T"rr" ...............
Title Vl Assurances .............................
Quarterly Project and Expenditure Re-

port.
Annual Project and Expenditure Re-

port from NEUS.
Annual Recovery Plan Performance

report.

Tota1 ...........,......

Periodic reporting is required by
section 602(c) ofSection VI ofthe Social
Security Act and under the interim final
rule.

public health emergency; it is
"extraordinary" legislation about which
"both Congress and the President
articulated a profound sense of
rurgency."' Petryv. BLock,737 F.2d
1193, 1200 (D.C. Cir. 1984). Indeed,
several provisions impÌemented by this
interim final rule (sections 602(c)(1XA)
and 603(c)(1)(A)) explicitly provide
funds to "respond to the public health
emergency," and the utgency is further
exemplified by Congress's command (in
sections 602(b)(6)(B) and 603(bX7)(A))
that, "[t]o the extent practicable," funds
must be provided to Tribes and cities
"not later than 60 days after the date of
enactment." See Philadelphia Citizens
in Action v. Schweiker, 669 F.2d 877,
884 (3d Cir. 1982J (finding good cause
under circumstances, including
statutory time limits, where APA
procedures would have been "virtually
impossible"). Finally, there is an urgent
need for States to undertake the
planning necessary for sound fiscal
policymaking, which requires an
understanding of how funds provided
under tlre ARPA will augment and
interact with existing budgetary
resources and tax policies. Treasury
understands that many states require
immediate rules on which they can rely,
especially in light of the fact that the
ARPA "covered period" began on
March 3, 2O21.The statutory urgency
and practical necessity are good cause to
forego the ordinary requirements of
notice-and-comment rulemaking.

Congres sional Review Act
The Administrator of OIRA has

determined that this is a major rule for
purposes of Subtitle E of the Small
Business Regulatory Enforcement and
Fairness Act of 1996 (also known as the

As discussed in Section VIII of this
SUPPLEMENTARY INFORMATION, recipients
of Fiscal Recovery Funds will be
required to submit one interim report

Congressional Review Act or CRAJ (5
U.S.C. 804(2) et seq.). Under the CRA,
a major rule takes effect 6o days after
the rule is published in the Federal
Register. 5 U.S.C. s01(a)(3).
Notwithstanding this requirement, the
CRA allows agencies to dispense with
the requirements of section 801 when
the agency for good cause finds that
such procedure would be impracticable,
unnecessary, or contrary to the public
interest and the rule shall take effect at
such time as the agency promulgating
the rule determines. 5 U.S.C. 808(2).
Pursuant to section 808(21, for the
reasons discussed above, Treasury for
good cause finds that a 60-day delay to
provide public notice is impracticable
and contrary to the public interest.

Paperwork Re duction Act
The information collections

associated with State, territory, local,
and Tribal government applications
materials necessary to receive Fiscal
Recovery Funds (e.g., payment
information collection and acceptance
of award terms) have been reviewed and
approved by OMB pursuant to the
Paperwork Reduction Act (44 U.S.C.
chapter 35) (PRA) emergency processing
procedures and assigned control
number 1,5O5-O27 L. The information
collections related to ongoing reporting
requirements, as discussed in this
interim final rule, will be submitted to
OMB for emergency processing in the
near future. Under the PRA, an agency
may not conduct or sponsor and a
respondent is not required to respond
to, an information collection unless it
displays a valid OMB control number.

Estimates of hourly burden under this
program are set forth in the table below.
Burden estimates below are preliminary.

Cost to respondent
($48,80 per hour.)

$61 ,610
61 ,610

123,220
24,644,000

1 4,640,000-29,280,000

2,039,840

41 ,570,280-56,2 f 0,280

and thereafter quarterly Project and
Expenditure reports until the end of the
award period. Recipients must submit
interim reports to Treasury by August

'Bureau of Labor Statistics, U.S..Department of Labor, Occupational Outlook Handbook, Accounlants and Auditors, on the internet aÌ https!/www.bts.gov/ooh/busi-
ness-andJ¡nancial/accountants-and-auditors.htm (visited March 28, 2020). Base wage of $33.89/hour increased by 44 percent to accouni for fully loadTed employer
cost of employee compensalion (benefits, etc.) foi a fully loaded wage raie of $48.80.*5,050-TBD.

***Per year after first year.
f (Estimate only).

Number of
respondents
(estimated)

Number of
responses per

respondent
Total responses Hours per

response
Total burden

in hou¡,s

418

TBD

5,050
5,050
5,050
5,050

1 per year

1 per year .......

1 ................
1 ................
1 ................

5,050
5,050
5,050

20,200

t 20,000-40,000

418

.25 (15 minutes)

.25 (15 m¡nutes)

.50 (30 minutes)
25 .........................

15 .........................

100 .......................

1,262.5
1,262.5

2,525
505,000

300,000-600,000

41.800

(*) N/A .... 55,768-75,768 '141 851 ,850-1 ,1 51 ,850
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31,,2021.. The quarterly Project and
Expenditure reports will inciude
financial data, information on contracts
and subawards over 950,000, types of
projects funded, and other information
regarding a recipient's utilization of the
award funds.

Nonentitlement unit recipients will be
required to subnit annual Project and
Bxpenditure reports until the end ofthe
award period. The initial annual Project
and Expenditure report for
Nonentitlement unit recipients must be
submitted to Treasury by October 31,
2O21,. The subsequent annual reports
must be submitted to Treasury by
October 31 each year. States, territories,
metropolitan cities, and counties with a
population that exceeds 250,000
residents will also be required to submit
an annual Recovery Plan Performance
report to Treasury. The Recovery Plan
Performance report will include
descriptions of the projects funded and
information on the performance
indicators and objectives of the award.
Each annual Recovery Plan Performance
report must be posted on the public-
facing website ofthe recipient. Treasury
will provide additional guidance and
instructions on the all the reporting
requirements outlined above for the
Fiscal Recovery Funds program at a
later date.

These and related periodic reporting
requirements are under consideration
and will be submitted to OMB for
approval under the PRA emergency
provisions in the near future.

Treasury invites comments on all
aspects ofthe reporting and
recordkeeping requirements including:
(a) Whether the collection of
information is necessary for the proper
performance of the functions of the
agency, including whether the
information has practical utility; (b) the
accuracy of the estimate of the burden
of the collection of information; (c) ways
to enhance the quality, utiliti, and
clarity of the information to be
collected; (d) ways to minimize the
burden of the collection of information;
and (e) estimates of capital or start-up
costs and costs of operation,
maintenance, and purchase of services
to provide information. Comments
should be sent by the comment deadline
To Lhe wu,tw.regulations.gov docket with
a copy to the Office of Information and
Regulatory Affairs, U.S. Office of
Management and Budget, 725 1,71h
Street NW, Washington, DC 20503; or
email to oira-submission@omb.eop,gov.

Regulatory Flexibility Analysis
The Regulatory Flexibility Act (RFA)

generally requires that when an agency
issues a proposed rule, or a final rule

pursuant to section 553(b) ofthe
Administrative Procedure Act or
another law, the agency must prepare a
regulatory flexibility analysis that meets
the requirements of the RFA and
pubiish such analysis in the Federal
Register. 5 U.S.C. 603, 604.

Rules that are exempt from notice and
comment under the APA are also
exempt from the RFA requirements,
including the requirement to conduct a
regulatory flexibility analysis, when
among other things the agency for good
cause finds that notice and public
procedure are impracticable,
unnecessary, or conttary to the public
interest. Since this rule is exempt from
the notice and comment requirements of
the APA, Treasury is not required to
conduct a regulatory flexibility analysis.

List ofSubjects in 31 CFR Part 35

Executive compensation, Public
health emergency, State and local
governments, Tribal governments.

For the reasons stated in the
preamble, the Department of the
Treasury amends 31 CFR part 35 as
follows:

PART 35_PANDEMIC RELIEF
PROGRAMS

I 't. The authorily citation for part 35 is
revised to read as follows:

.{uthority: 42 U.S.C. s02(f);42 U.S.C.
803(f); 31 U.S.C. 321; Division N, Title V,
Subtitle B, Pub. L, 116-260, 134 Stat. 1182;
Section 1044, Pub. L, 103-325, 108 Stat.
2160, as amended (12 U.S.C. 4707 et seq.)i
P].Ìb. L. 772-2,135 Stat. 4 (42 U.S.C. soz et
seq.).

r 2. Revise the part heading to read as
set forth above.
I 3. Add subpart A to read as follows:

Subpart A-Goronavirus State and
Local Fiscal Recovery Funds

Sec.
35.1 Purpose.
35.2 Applicability.
35.3 Definitions.
35.4 Reservation of authority, reporting.
35.5 Use of funds.
35.6 Eligible uses.
35.7 Pensions.
35.8 Tax.
35.9 Compliance with applicable laws.
35.1O Recoupment.
35.11. Payments to States.
35.12 Distributions to nonentitlement uníts

of local government and units of general
local government.

S35.1 Purpose,
This subpart implements section 9901

of the American Rescue Plan Act
(Subtitle M of Tirle IX of Pub. L.
1.1,7-2), which amends Title VI of the
Social Security Act (42 U.S.C. 801 ef

seq.l by adding sections 602 and 603 to
establish the Coronavirus State Fiscal
Recovery Fund and Coronavirus Local
Fiscal Recovery Fund.

535.2 Applicab¡l¡ty.
This subpart applies to States,

territories, Tribal governments,
metropolitan cities, nonentitlement
units oflocal government, counties, and
units of general local govetnment that
accept a payment or transfer of funds
made under section 602 or 603 of the
Social Security Act.

S 35.3 Definitions.
As used in this subpart:
Baseline means tax revenue of the

recipient for its fiscal year ending in
2019, adjusted for inflation in each
reporting year using the Bureau of
Economic Analysis's Implicit Price
Deflator for the gross domestic product
of the United States.

Countymeans a county, parish, or
other equivalent county division (as
defined by the Census Bureau).

Covered benefits include, but are not
Iimited to, the costs of all types of leave
(vacation, family-related, sick, military,
bereavement, sabbatical, jury duty),
employee insurance (health, life, dental,
vision), retirement (pensions, 401(k)1,
unemployment benefit plans (Federal
and State), workers' compensation
insurance, and Federal Insurance
Contributions Act taxes (which includes
Social Security and Medicare taxes).

Covered chonge means a change in
law, regulation, or administrative
interpretation. A change in law includes
any final legislative or regulatory action,
a new or changed administrative
interpretation, and the phase-in or
taking effect of any statute or rule if the
phase-in or taking effect was not
prescribed prior to the start of the
covered period.

Covered period means, with respect l"o

a State, Territory, or Tribal government,
the period that:

(1J Begins on March 3,2o21,; and
(z) Ends on the last day ofthe fiscal

year of such State, Territory, or Tribal
government in which all funds received
by the State, Territory, or Tribal
government from a payment made
under section 602 or 603 ofthe Social
Security Act have been expended or
returned to, or recovered by, the
Secretary.

COVID-19 means the Coronavirus
Disease 2019.

COVID-1? public health emergency
means the period beginning on January
27, 2O2O and until the termination of the
national emergency concerning the
COVID-19 outbreak declared pursuant
to the National Emergencies Act (50
U.S.C. 1601 et seq.).
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Deposit means an extraordinary
payment of an accrued, unfunded
liability. The term deposit does not refer
to routine contributions made by an
employer to pension funds as part of the
employer's obligations related to
payroll, such as either a pension
contribution consisting of a normal cost
component related to current employees
or a component addressing the
amortization of unfunded liabilities
calculated by reference to the
employer's payroll costs.

Eligible employer means an employer
of an eligible worker who performs
essential work.

Eligible workers means workers
needed to maintain continuity of
operations of essential critical
infrastructure sectors, including health
care; emergency response; sanitation,
disinfection, and cleaning work;
maintenance work; grocery stores,
restaurants, food production, and food
delivery; pharmacy; biomedical
research; behavioral health work;
medical testing and diagnostics; home-
and community-based health care or
assistance with activities of daily living;
family or child care; social services
work; public health work; vital services
to Tribes; any work performed by an
employee of a State, local, or Tribal
government; educational work, school
nutrition work, and other work required
to operate a school facility; laundry
work; elections work; solid waste or
hazardous materials management,
response, and cleanup work; work
requiring physical interaction with
patients; dental care work;
transportation and warehousing; work at
hoteÌ and commercial lodging facilities
that are used for COVID-IS mitigation
and containment; work in a mortuary;
work in critical cÌinical research,
development, and testing necessary for
COVID-19 response.

(1) With respect to a recipient that is
a metropolitan city, nonentitlement unit
of local government, or county, workers
in any additional sectors as each chief
executive officer of such recipient may
designate as critical to protect the health
and well-being of the residents of their
metropolitan city, nonentitlement unit
oflocal government, or county; or

(2) With respect to a State, Territory,
or Tribal government, workers in any
additional sectors as each Governor of a
State or Territory, or each Tribal
government, may designate as critical to
protect the health and well-being of the
residents of their State, Territory, or
Tribai government.

Essential wo¡k means work that:
(1) Is not performed while

teleworking from a residence; and
(2J Involves:

(i) Regular in-person interactions with
patients, the public, or coworkers of the
individual that is performing the work;

(ii) Regular physical handling of items
that were handled by, or are to be
handled by patients, the public, or
coworkers of the individual that is
performing the work.

Funds means, with respect to a
recipient, amounts provided to the
recipient pursuant to a payment made
under section 602(b) or 603(bJ of the
Social Security i{ct or transferred io the
recipient pursuant to section 603(c)(a)
of the Social Security Act.

General revenue means money that is
received from tax revenue, current
charges, and miscellaneous general
revenue, excluding refunds and other
correcting transactions, proceeds from
issuance of debt or the sale of
investments, agency or private trust
transactions, and intergovernmental
transfers from the Federal Government,
including transfers made pursuant to
section 99O1 of the American Rescue
Plan Act. General revenue does not
include revenues from utilities. Revenue
from Tribal business enterprises must be
included in general revenue.

Intergovernmental tran sfers rneans
money received from other
governments, including grants and
shared taxes.

Metropolitan cityhas the meaning
given that term in section 102(a)(a) of
the Housing and Community
Development AcI of 't974 (42 U.S.C.
5302(a)(a)) and includes cities that
relinquish or defer their status as a
metropolitan city for purposes of
receiving allocations under section 106
of such Act(42 U.S.C. 5306ì for fiscal
yeat 2021,.

Net reduction in total spending is
measured as the State or Territory's total
spending for a given reporting year
excluding its spending of funds,
subtracted from its total spending for its
fiscal year ending in 2019, adjusted for
inflation using the Bureau of Economic
Analysis's Implicit Price Deflator for the
gross domestic product of the United
States.

Nonentitlement unit of local
government means a "city," as that term
is defined in section 102(a)(5) ofthe
Housing and Community Development
AcI of '1974 (42 U.S.C. 5302(a)(5)), that
is not a metropolitan city.

Nonprofit means a nonprofit
organization that is exempt from Federal
income taxation and that is described in
section 501(c)(3) ofthe Internal Revenue
Code.

Obligation means an order placed for
property and services and entering into

contracts, subawards, and similar
transactions that require payment.

Pension fund means a defined benefit
plan and does not include a defined
contribution plan.

Premium pdymeans an amount of up
to $13 per hour that is paid to an
eligible worker, in addition to wages or
remuneration the eligible worker
otherwise receives, for all work
performed by the eligible worker during
the COVID-19 public health emergency.
Such amount may not exceed $25,000
with respect to any single eligible
worker. Premium pay will be
considered to be in addition to wages or
remuneration the eligible worker
otherwise receives if, as measured on an
hourly rate, the premium pay is:

(1,) With regard to work that the
eligible worker previously performed,
pay and remuneration equal to the sum
of all wages and remuneration
previously received plus up to $13 per
hour with no reduction, substitution,
offset, or other diminishment of the
eligible worker's previous, current, or
prospective wages or remuneration; or

(2) With regard to work that the
eligible worker continues to perform,
pay ofup to $13 that is in addition to
the eligible worker's regular rate of
wages or remuneration, with no
reduction, substitution, offset, or other
diminishment of the workers' current
and prospective wages or remuneration.

Qualified census f¡ocf has the same
meaning given in 26 U.S.C.
42 (dx5xB)(iixr).

Recipient means a State, Territory,
Tribal government, metropolitan city,
nonentitlement unit of local
government, county, or unit ofgeneral
local government that receives a
payment made under section 602(bJ or
603(b) of the Social Security Act or
transfer pursuant to section 603(c)( ) of
the Social Security Act.

Reporting year means a single year or
partial year within the covered period,
aligned to the current fiscal year of the
State or Territory during the covered
period.

Secretary means the Secretary of the
Treasury.

Sfafe means each of the 50 States and
the District of Columbia.

Small busine,ss means a business
concern or other organization that:

(fl Has no more than 500 employees,
or if applicable, the size standard in
number of employees established by the
Administrator of the Small Business
Administration for the industry in
which the business concern or
organization operates; and

(z) Is a small business concern as
defined in section 3 of the Small
Business Act (15 U.S.C. 6321.



Federal Register/vol. ao, No. 93/Monday, Muy 1.7, 2oz|lRules and Regulations 26421

Tax revenue means revenue received
from a compulsory contribution that is
exacted by a government for public
purposes excluding refunds and
corrections and, for purposes of S SS.g,
intergovernmental transfers. Tax
revenue does not include payments for
a special privilege granted or service
rendered, employee or employer
assessments and contributions to
finance retirement and social insurance
trust systems, or special assessments to
pay for capital improvements.

Territ ory means the Commonwealth
of Puerto Rico, the United States Virgin
Islands, Guam, the Commonwealth of
the Northern Mariana Islands, or
American Samoa.

".I:'"u.fl 

enterprise means a business

(1) That is wholly ov¡ned by one or
more Tribal governments, or by a
corporation that is wholly owned by one
or more Tribal governments; or

(z) That is owned in part by one or
more Tribal governments, orby a
corporation that is wholly owned by one
or more Tribal governments, if all other
owners are either United States citizens
or small business concerns, as these
terms are used and consistent with the
definitions in 15 U.S.C. 6sza(bXz)(D).

Tribal governmenf means the
recognized governing body ofany
Indian or Alaska Native tribe, band,
nation, pueblo, village, community,
component band, or component
reservation, individually identified
(including parenthetically) in the list
published by the Bureau oflndian
Affairs on lanuary 25, 2021, , pursuant to
section 104 ofthe Federally Recognized
Indian Tribe List Act of i.994 (2s U.S.C.
51 3 1J.

Unemployment rate means the U-3
unemployment rate provided by the
Bureau ofLabor Statistics as part ofthe
Local,\rea Unemployment Statistics
program, measured as total
unemployment as a percentage of the
civilian labor force.

Unemployment trust fund means an
unemployment trust fund established
under section 904 ofthe Social Security
Acr(42 U.S.C. L104).

Unit of general local governmenf has
the meaning given to that term in
section 102(a)(11 of the Housing and
Community Development Act of 1974
(42 U.S.C. 5302(al(1)).

U n s erue d an d un d ers ert¡e d
househo]ds orbusinesses means one or
mo¡e households or businesses that are
not currently served by a wireline
connection that reliably delivers at least
25 Mbps download speed and 3 Mbps
ofupload speed.

S35.4 Reservation of authority, report¡ng.

(a) Reservation of authority. Nothing
in this subpart shall limit the authority
of the Secretary to take action to enforce
conditions or violations of law,
including actions necessary to prevent
evasions of this subpart.

(b) Extensions or accelerations of
timing. The Secretary may extend or
accelerate any deadline or compliance
date ofthis subpart, including reporting
requirements that implement this
subpart, if the Secretary determines that
such extension or acceleration is
appropriate. In determining whether an
extension or acceleration is appropriate,
the Secretary will consider the period of
time that would be extended or
accelerated and how the modified
timeline would facilitate compliance
with this subpart.

(c) Repoúing and requests for other
information. During the covered period,
recipients shall provide to the Secretary
periodic reports providing detailed
accounting ofthe uses offunds, all
modifications to a State or Tenitory's
tax revenue sources, and such other
information as the Secretary may
require for the administration of this
section. In addition to regular reporting
requirements, the Secretary may request
other additional information as may be
necessary or appropriate, including as
may be necessary to prevent evasions of
the requirements of this subpart. False
statements or claims made to the
Secretary may result in criminal, civil,
or administrative sanctions, including
fines, imprisonment, civil damages and
penalties, debarment from participating
in Federal awards or contracts, and/or
any other remedy available by law.

S35.5 Useoffunds.

(a) In generaL A recipient may only
use funds to cover costs incurred during
the period beginning March 3, 2O21, and
ending December 3L,2024, for one or
more of the purposes enumerated in
sections 602(c)(11 and oos(c)(r) ofthe
Social Security Act, as applicable,
including those enumerated in section
$ 35.6, subject to the restrictions set
forth in sections 6o2(c)(z) and 6os(cJ(2)
ofthe Social Security Act, as applicable.

(b) Cosfs incurred. A cost shall be
considered to have been incurred for
purposes ofparagraph (a) ofthis section
if the recipient has incurred an
obligation with respect to such cost by
December 31,,2024.

(c) fiefurn of funds. A recipient must
return any funds not obligated by
December 31,,2024, and any funds not
expended to cover such obligations by
December 37,2026.

g 35.6 Eligible uses.
(a) In generaL Subject to SS 35.7 and

35.8, a recipient may use funds for one
or more of the purposes described in
paragraphs (b) through (e) of this section

(b) ßesponding Io the public health
emergency or its negative economic
impacts. A recipient may use funds to
respond to the public heaÌth emergency
or its negative economic impacts,
including for one or more of the
following purposes:

(1) COVID-19 response and
prevention. Expenditures for tle
mitigation and prevention of COVID-19,
including:

(i) Expenses related to COVID-19
vaccination programs and sites,
including staffing, acquisition of
equipment or supplies, facilities costs,
and information technology or other
administrative expenses;

(ii) COVID-I9-related expenses of
public hospitals, clinics, and similar
facilities;

(iiiì COVID-I9 related expenses in
congregate living facilities, including
skilled nursing facilities, long-term care
facilities, incarceration settings,
homeless shelters, residential foster care
facilities, residential behavioral health
treatment, and other group living
facilities;

(iv) Expenses of establishing
temporary public medical facilities and
other measures to increase COVID-19
treatment capacity, including related
construction costs and other capital
investments in public facilities to meet
COVID-19-related operational needs;

(v) Expenses of establishing
temporary public medical facilities and
other measures to increase COVID-I9
treatment capacity, including related
construction costs and otler capital
investments in public facilities to meet
COVID-19-related operational needs;

(vi) Costs of providing COVID-1 I
testing and monitoring, contact tracing,
and monitoring of case trends and
genomic sequencing for variants;

(vii) Emergency medical response
expenses, including emergency medical
transportation, related to COVID-19;

(viii) Expenses for establishing and
operating public telemedicine
capabiiities for COVID-19-related
treatment;

(ix) Expenses for communication
related to COVID-I9 vaccination
programs and communication or
enforcement by recipients of public
health orders related to COVID-L9;

(x) Expenses for acquisition and
distribution of medical and protective
supplies, including sanitizing products
anrl personal protective equipment;

(xi) Expenses for disinfectibn of
public areas and other facilities in



26822 Federal Register/Vol. 80, No. 93/Monday, Muy 17, 2021lRules and Regulations

response to the COVID-I9 public health
emer8ency;

(xii) Expenses for technical assistance
to local authorities or other entities on
mitigation of COVID-Ig-related threats
to public health and safety;

(xiii) Expenses for quarantining or
isolation of individuals'

f*i"l È*pe*"r ãi ptoiriai"g paid sick
and paid family and medical leave to
public employees to enable compliance
with COVID-19 public health
precautions;

(xv) Expenses for treatment of the
long-term symptoms or effects of
COVID-I9, including post-intensive
care syndrome;

(xvi) Expenses for the improvement of
ventilation systems in congregate
settings, public health facilities, or other
public facilities;

(xvii) Expenses related to establishing
or enhancing public health data
systems; and

(xviii) Mental health treatment,
substance misuse treatment, and other
behavioral health services.

(2) Public health and safety staff.
Payroll and covered benefit expenses for
public safety, pubÌic health, health care,
human services, and similar employees
to tlre extent that the employee's time is
spent mitigating or responding to the
COVID-19 public health emergency.

(3) Hiring State and local government
staff. Payroll, covered benefit, and other
costs associated with the recipient
increasing the number of its employees
up to the number of employees that it
employed on fanuary 27,2O2O.

(4) Assistance to unemployed
workers. Assistance, including job
training, for individuals who watt and
are available for work, including those
who have looked for work sometime in
the past 12 months or who are
employed part time but who want and
are available for full-time work.

(5) Contributions to State
unemp I oyment in suran c e tru st fun d s.
Contributions to an unemployment trust
fund up to the level required to restore
the unemployment trust fund to its
balance on January 27,2O2O or to pay
back advances received under Title XII
of the Social Security Act (a2 U.S.C.
1321) for the payment of benefits
between lanuary 27 , 2O2O and May 17,
202',1.

(6) Smo1l businesses. Assistance to
small businesses, including loans,
grants, in-kind assistance, technical
assistance or other services, that
responds to the negative economic
impacts of the COVID-19 public health
emergency.

(7) Nonprofits. Assistance to nonprofit
organizations, including loans, grants,
in-kind assistance, technical assistance

or other services, that responds to the
negative economic impacts of the
COVID-19 public health emergency.

(8) Assistance to households.
Assistance programs, including cash
assistance programs, that respond to the
COVID-19 public health emergency.

(9) Atd to impacted indusf¡ies. Aid to
tourism, travel, hospitality, and other
impacted industries that responds to the
negative economic impacts of the
COVID-19 public health emergency.

(lO) Expenses to improve efficacy of
public health or economic relief
pro gram s. Administrative costs
associated with the recipient's COVID-
19 public health emergency assistance
programs, including services responding
to the COVID-19 public health
emergency or its negative economic
impacts, that are not federally funded.

(1.1.) Survivor's benefits. Benefits for
the surviving family members of
individuals who have died from
COVID-19, including cash assistance to
widows, widowers, or dependents of
individuals who died of COVID-IS.

(72) Di s prop ortio nate ly imp acte d
populations and communiües. A
program, service, or other assistance
that is provided in a qualified census
tract, that is provided to households and
populations living in a qualified census
tract, that is provided by a Tribal
government, or that is provided to other
households, businesses, or populations
disproportionately impacted by the
COVID-19 public health emergency,
such as:

(i) Programs or services that facilitate
access to health and social services,
including:

(A) Assistance accessing or applying
for public benefits or services;

(B) Remediation of lead paint or other
lead hazards; and

(C) Community violence intervention
proSrams;

(iiJ Programs or services that address
housing insecurity, lack of affordable
housing, or homelessness, including:

(A) Supportive housing or other
programs or services to improve access
to stable, affordable housing among
individuals who are homeless;

(B) Development of affordable
housing to increase supply of affordabÌe
and high-quality living units; and

(C) Housing vouchers and assistance
relocating to neighborhoods with higher
levels of economic opportunity and to
reduce concentrated areas of low
economic opportunity;

(iii) Programs or services that address
or mitigate the impacts of the COVID-
19 public health emergency on
education, including:

(A) New or expanded early learning
services;

(B) Assistance to high-poverty school
districts to advance equitable funding
across districts and geographies; and

(Cl Educational and evidence-based
services to address the academic, social,
emotional, and mental health needs of
students; and

(iv) Programs or services that address
or mitigate the impacts of the COVID-
19 public health emergency on
childhood health or welfare, including:

(A) New or expanded childcare;
(B) Programs to provide home visits

by health professionals, parent
educators, and social service
professionals to individuals with young
children to provide education and
assistance for economic support, health
needs, or child development; and

(C) Services for child welfare-
involved families and foster youth to
provide support and education on child
development, positive parenting, coping
skills, or recovery for mental health and
substance use.

(c) Providing prcmium pay to eligible
workers. A recipient may use funds to
provide premium pay to eligible
workers of the recipient who perform
essential work or to provide grants to
eligible employers, provided that any
premium pay or grants provided under
this paragraph (c) must respond to
eligible workers performing essential
work during the COVID-19 public
health emergency. A recipient uses
premium pay or grants provided under
this paragraph (c) to respond to eligible
workers performing essential work
during the COVID-I9 public health
emergency if it prioritizes low- and
moderate-income persons. The recipient
must provide, whether for themselves or
on behalf of a grantee, a written
justification to the Secretary of how the
premium pay or grant provided under
this paragraph (c) responds to eligible
workers performing essential work if the
premium pay or grant would increase an
eligible worker's total wages and
remuneration above 150 percent ofsuch
eligible worker's residing State's average
annual wage for all occupations or their
residing county's average annual wage,
whichever is higher.

(d) Providing government se¡vices. For
the provision of government services to
the extent of a reduction in the
recipient's general revenue, calculated
according to paragraphs (d)(1) and (21 of
this section.

(l) Frequency. A recipient must
calculate the reduction in its general
revenue using information as-of
December 31,, 2O2O, December 3L, 202L,
December 31, , 2022, and December 31 ,

2o23 (each, a calculation date) and
following each calculation date.
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(2) Calculation. A reduction in a
recipient's general revenue equals:

Where:
Base Year Revenue is the recipient's general

revenue for the most recent full fiscal
year prior to the COVD-19 public health
emel8ency;

Growth Adjustment is equal to the greater of
4.1 percent (or 0.041J and the recipient's
average annual revenue growth over the
three full fiscal years prior to the
COVID-19 public health emergency.

n equals the numbe¡ of months elapsed from
the end of the base year to the
calculation date.

Actual General Revenue is a recipient's
actual general revenue collected during
12-month period ending on each
calculation date;

Subscript f denotes the specific calculation
date.

(e) To make necessary investments in
infrastructure. A recipient may use
funds to make investments in:

(t) Clean Water State Revolving Fund
and Drinking Water State Revoluing
Fund investmenfs. Projects or activities
of the type that would be eligible under
section 603(c) of the Federal Water
Pollution Control Act (33 U.S.C.
1383(c)) or section 1452 ofthe Safe
Drinking Water Act (42 U.S.C. 300i-12);
or,

(2) Broadband. Broadband
infrastructure that is designed to
provide selvice to unserved or
underserved households and businesses
and that is designed to, upon
completion:

(i) Reliably meet or exceed
symmetrical 100 Mbps download speed
and upload speeds; or

(ii) In cases where it is not
practicable, because of the excessive
cost of the project or geoglaphy or
topography ofthe area to be served by
the project, to provide service meeting
the standards set forth in paragraph
(e)(zXi) of this section:

(AJ Reliably meet or exceed 100 Mbps
download speed and between at least 20
Mbps and 100 Mbps upload speed; and

(BJ Be scalable to a minimum of 100
Mbps download speed and too Mbps
upload speed.

$35.7 Pensions.
A recipient may not use funds for

deposit into any pension fund.

S35.8 Tax.
(a) Restriction. A State or Territory

shall not use funds to either directly or
indirectly offset a reduction in the net
tax revenue of the State or Territory

resulting from a covered change during
the covered period.

(b) Violation. Treasury will consider a
State or Territory to have used funds to
offset a reduction in net tax revenue if,
during a reporl.ing year:

(1,) Covered change. The State or
Territory has made a covered change
that, either based on a reasonable
statistical methodology to isolate the
impact of the covered change in actual
revenue or based on projections that use
reasonable assumptions and do not
incorporate the effects of
macroeconomic growth to reduce or
increase the projected impact of the
covered change, the State or Territory
assesses has had or predicts to have the
effect ofreducing tax revenue relative to
current law;

(2'l Exceeds the de minimis threshold.
The aggregate amount of the measured
or predicted reductions in tax revenue
caused by covered changes identified
under paragraph (bX1) of this section, in
the aggregate, exceeds 1 percent of the
State's or Territory's baseline;

(31 Reduction in net tax revenue.'lhe
State or Territory reports a reduction in
net tax revenue, measured as the
difference between actual tax revenue
and the State's or Territory's baseline,
each measured as of the end of the
reporting year; and

(4) Consideration of other changes.
The aggregate amount of measured or
predicted reductions in tax revenue
caused by covered changes is greater
than the sum of the foÌlowing, in each
case, as calculated for the reporting
year:

(i) The aggregate amount of the
expected increases in tax revenue
caused by one or more covered changes
that, either based on a reasonable
statistical methodology to isolate the
impact of the covered change in actual
revenue or based on projections that use
reasonable assumptions and do not
incorporate the effects of
macroeconomic growth to reduce or
increase the projected impact of the
covered change, the State or Territory
assesses has had or predicts to have the
effect of increasing tax revenue; and

(ii) Reductions in spending, up to the
amount of the State's or Territory's net
reduction in total spending, that are in:

(A) Departments, agencies, or
authorities in which the State or
Territory is not using funds; and

(B) Departments, agencies, or
authorities in which the State or
Territory is using funds, in an amount
equal to the value ofthe spending cuts
in those departments, agencies, or
authorities, minus funds used.

(c) Amount and revenue reduction
cap.If a State or Territory is considered
to be in violation pursuant to paragraph
(b) of this section, the amount used in
violation of paragraph (a) of this section
is equal to the lesser of:

(1) The reduction in net tax revenue
of the State or Territory for the reporting
year, measured as the difference
between the State's or Territory's
baseline and its actual tax revenue, each
measured as of the end of the reporting
year; and,

(2) The aggregate amount of the
reductions in tax revenues caused by
covered changes identified in paragraph
(b)(1) of this section, minus the sum of
the amounts in identified in paragraphs
(b)(4Xi) and (ii).

$ 35.9 Compliance with applicable laws.
A recipient must comply with all

other applicable Federal statutes,
regulations, and Executive orders, and a
recipient shall provide for compliance
with the American Rescue Plan Act, this
subpart, and any interpretive guidance
by other parties in any agreements it
enters into with other parties relating to
these funds.

535.f0 Recoupment.
(a) Identification of violations-(l) In

general. Any amount used in violation
of S 35.5, $ 35.6, or $ 35.7 may be
identified at any time prior to December
31.,2026.

(2) Annual reporting of amounts of
violations. On an annual basis, a
recipient that is a State or Territory
must calculate and report any amounts
used in violation of S 35.s.

(b) Calculation of amounts subject to
recoupment-(1.) In generaL Except as
provided in paragraph (b)(2) ofthis
section, Treasury will calculate any
amounts subject to recoupment
resulting from a violation of g 35.5,
S 35.6, or $ 35.7 as the amounts u.sed in
violation of such restrictions.

(2) Violations of g 35.8. Treasury will
calculate any amounts subject to
recoupment resulting from a violation of
$ 35.8, equal to the lesser of:

(i) The amount set forth in g 35.8(c);
and,

Max {fìase Year Revenue * (1* Growth Adjustment¡(H)1- Actual General Reuenue¿;0}
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(ii) The amount of funds received by
such recipient.

(c) Nofice. If Treasury calculates an
amount subject to recoupment under
paragraph (b) ofthis section, Treasury
will provide the recipient a written
notice of the amount subject to
recoupment along with an explanation
of such amounts.

(d) Request for reconsideration.
Unless Treasury extends the time
period, within 60 calendar days of
receipt of a notice of recoupment
provided under paragraph (cl ofthis
section, a recipient may submit a
written request to Treasury requesting
reconsideration of any amounts subject
to recoupment under paragraph þ) of
this section. To request reconsideration
of any amounts subject to recoupment,
a recipient must submit to Treasury a
written request that includes:

(r) An explanation of why the
recipient believes all or some of the
amount should not be subject to
recoupment; and

(2) A discussion of supporting
reasons, along with any additional
information.

(e) Final amount subject to
recoupment. Unless Treasury extends
the time period, within 60 calendar days
of receipt of the recipient's request for
reconsideration provided pursuant to
paragraph (d) ofthis section, the
recipient will be notified of the
Secretary's decision to affirm, withdraw,
or modify the notice of recoupment.
Such notification will include a¡
explanation of the decision, including
responses to the recipient's supporting
reasons and consideration of additional
information provided.

(f Repayment of funds. Unless
Treasury extends the time period, a
recipient shall repay to the Secretary
any amounts subject to recoupment in
accordance with instructions provided
by Treasury:

(1J Within 120 calendar days of
receipt of the notice of recoupment
provided under paragraph (c) ofthis
section, in the case of a recipient that
does not submit a request for
reconsideration in accordance with the

requirements of paragraph (d) of this
section; or

(2) Within 120 calendar days of
receipt of the Secretary's decision under
paragraph (e) ofthis section, in the case
of a recipient that submits a request for
reconsideration in accordance with the
requirements of paragraph (dJ of this
section.

S 35,11 Payments to States.
(a) In generaL With respect to any

State or Territory that has an
unemployment rate as of the date that
it submits an initial certification for
payment of funds pursuant to section
602(d)(1) ofthe Social Security Act that
is less than two percentage points above
its unemployment rate in February
2O2O,Ihe Secretary will withhold 50
percent of the amount of funds allocated
under section 602(bJ of the Social
Security Act to such State or territory
until the date that is twelve months
from the date such initial certification is
provided to the Secretary.

(b) PaymenL o[ withheld amount.In
order to receive the amount withheld
under paragraph (a) ofthis section, the
State or Territory must submit to the
Secretary at least 30 days prior to the
date referenced in paragraph (a) the
following information:

(11 A certification, in the form
provided by the Secretary, that such
State or Territory requires the payment
to carry out the activities specified in
section 602(c) ofthe Social Security Act
and will use the payment in compliance
with section 602(c) of the Social
Security Act; and,

(2) Any reports required to be filed by
that date pursuant to this subpart that
have not yet been fiied.

S 35.12 Distributions to nonentitlement
units of local government and units of
general local government.

(a) Nonentitlement units of local
government. Each State or Territory that
receives a payment from Treasury
pursuant to section 603(b)(2)(B) of the
Social Security Act shall distribute the
amount of the payment to
nonentitlement units of government in
such State or Territory in accordance

with the requirements set forth in
section 603(bX2XC) of the Social
Security Act and without offsetting any
debt owed by such nonentitlement units
of local governments against such
payments.

(b) Budget cap. A State or Territory
may not make a payment to a
nonentitlement unit of local government
pursuant to section 603(b)(2J(C) of the
Social Security Act and paragraph (a) of
this section in excess of the amount
equal to 75 percent ofthe most recent
budget for the nonentitlement unit of
local government as ofJanuary 27,2O2O.
A State or Territory shall permit a
nonentitlement unit of local government
without a formal budget as of January
27 , 2O2O, to provide a certification from
an authorized officer ofthe
nonentitlement unit of local government
of its most recent annual expenditures
as of lanuary 27 , 2O2O, and a State or
Territory may rely on such certification
for purposes of complying with this
paragraph (b).

(c) Units of general local government.
Each State or Territory that receives a
payment from Treasury pursuant to
section 603(bX3XBXii) of the Social
Security Act, in the case of an amount
to be paid to a county that is not a unit
ofgeneral local government, shall
distribute the amount of the payment to
units of general local government within
such county in accordance with the
requirements set forth in section
603(b)(3XBXii) of the Social Security
Act and without offsetting any debt
owed by such units ofgeneral local
government against such payments.

(d) Additional conditions. A State or
Territory may not place additional
conditions or requirements on
distributions to nonentitlement units of
local government or units ofgeneral
local government beyond those required
by section 603 of the Social Security Act
or this subpart.

Laurie Schaffer,
Acting GeneraÌ Counsel.

[FR Doc. 2O21-1O2A3 Filed 5-13-21;11:15 am]
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Part 2. Reporting Requirements
This section provides information on the reporting requirements for the SLFRF program.

A. lnterim Report..

B. Project and Expenditure Report

C. Recovery Plan Performance Report

Appendix 1: Expenditure Categories.......

Appendix 2: Evidenced-Based lntervention Additional lnformation
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Coronavirus State and Local Fiscal Recovery Funds
Guidance on Recipient Compliance and Reporting

Responsibilities

On March 11,2021, theAmerican Rescue Plan Actwas signed into law, and established the
Coronavirus State Fiscal Recovery Fund and Coronavirus Local Fiscal Recovery Funds,
which together make up the Coronavirus State and Local Fiscal Recovery Funds 1;Slfnf'¡program. This program is intended to provide support to State, territorial, local, and Tribaj
governments in responding to the economic and public health impacts of COVID-19 and in
their efforts to contain impacts on their communities, residents, and businesses.

This guidance provides additional detail and clarification for each recipient's compliance and
reporting responsibilities under the SLFRF program, and should be read in concert with the
Award Terms and Conditions, the authorizing statute, the SLFRF implementing regulation,
and-other regulatory and statutory requirements, including regulatory requirements unOert¡g
Uniform Guidance (2 CRF Part 200). Please see the Assistance Listinq in SAM.gov under
assistance listing number (formerly known as CFDA number), 21.027 for more information.

Please Note: This guidance document applies to the SLFRF program only and does not
change nor impact reporting and compliance requirements for the Coronaviius Relief Fund
("CRF") established by the CARES Act.

This guidance includes two parts:

Part 1: General Guidance
This section provides an orientation to recipients' compliance responsibilities and the U.S.
Department of the Treasury's ("Treasury") expectations and recommends best practices
where appropriate under the SLFRF Program.

A. Key Principles... ... p. 3
B. Statutory Eligible Uses.. p. 3
C. Treasury's Rulemaking... ... p. 4
D. Uniform Guidance (2 CFR Part 200). p. 6
E. Award Terms and Conditions... ... p. 10

P. 13

P. 15

P.23

P.31

P. 33
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Part 1: General Guidance
This section provides an orientation on recipients' compliance responsibilities and Treasury's
expectations and recommended best practices where appropriate under the SLFRF program.

Recipients under the SLFRF program are the eligible entities identified in sections 602 and
603 of the Social Security Act as added by section 9901 of the American Rescue plan Act of
2021 (the "SLFRF statute") that receive a SLFRF award. Subrecipients under the SLFRF
program are entities that receive a subaward from a recipient to carry out the purposes
(program or project) of the SLFRF award on behatf of the recipient.

Recipients are accountable to Treasury for oversight of their subrecipients, including ensuring
their subrecipients comply with the SLFRF statute, SLFRF Award Terms and Cronditions,
Treasury's lnterim Final Rule, and reporting requírements, as applicable.

A. Key Principles

There are several guiding principles for developing your own effective compliance regimes:
. Recipients and subrecipients are the first line of defense, and responsible for ensu¡ng the

SLFRF award funds are not used for ineligible purposes, and there is no fraud, waste, and
abuse associated with their SLFRF award;
Many SLFRF-funded projects respond to the COVID-19 public health emergency and
meet urgent community needs. Swift and effective implementation is vital, and recipients
must balance facilitating simple and rapid program access widely across the community
and maintaining a robust documentation and compl rance regtme;
SLFRFJunded prolects should advance shared interests and promote equitable deliverya

of government benefits and opportunities to u nderserved communities, as outlined in
Order 1 cr R S

T and. Transparency and public accountability for SLFRF award funds and use of such funds are
critical to upholding program integrity and trust in all levels of government, and SLFRF
award funds should be managed consistent with Administration guidance per
Memorandum M-21-20 and Memorandum M-20-21.

B. Statutory Eligible Uses

As a recipient of an SLFRF award, your organization has substantial discretion to use the
award funds in the ways that best suit the needs of your constituents - as long as such use
fits into one of the following four statutory categories:

1, To respond to the COVID-19 public health emergency or its negative economic impacts;
2. To respond to workers performing essential work during the COVID-lg public health

emergency by providing premium pay to such eligible workers of the recipient, or by
providing grants to eligible employers that have eligible workers who performed essential
work;

3. For the provision of government services, to the extent of the reduction in revenue of such
recipient due to the COVID-19 public health emergency, relative to revenues collected in
the most recent full fiscal year of the recipient prior to the emergency; and

4. To make necessary investments in water, sewer, or broadband-infrastructure.

Coronavirus State and Local Fiscal Recovery Funds
Compliance and Reporting Guidance
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Treasury adopted an lnterim Final Rule to implement these eligible use categories and other
restrictions on the use of funds under the SLFRF program.l lt is the recipient's responsibility
to ensure all SLFRF award funds are used in compliance with these requirements. ln addition,
recipients should be mindful of any additional compliance obligations that may apply - for
example, additional restrictions imposed upon other sources of funds used in conjunctión with
SLFRF award funds, or statutes and regulations that may independently apþty to water,
broadband, and sewer infrastructure projects. Recipients should ensure they maintain proper
documentation supporting determinations of costs and applicable compliance requirements,
and how they have been satisfied as part of their award management, internal controls, and
subrecipient oversight and management.

G. Treasury's Rule

Treasury's lnterim Final Rule details recipients' compliance responsibilities and provides
additional information on eligible and restricted uses of SLFRF award funds and ieporting
requirements. Your organization should review and comply with the information contaìned iñ
Treasury's lnterim Final Rule, and any subsequent final rule when building appropriate
controls for SLFRF award funds.

Eligible and Restricted Uses of SLFRF Funds. As described in the SLFRF statute and
summarized above, there are four enumerated eligible uses of SLFRF award funds. As a
recipient of an award under the SLFRF program, your organízation is responsible for
complying with requirements for the use of funds. ln addition to determining a given
project's eligibility, recipients are also responsible for determining subreciþients or
beneficiaries' eligibility and must monitor use of SLFRF award funds.

To help recipients build a greater understanding of eligible uses, Treasury's lnterim Final
Rule establishes a framework for determining whether a specific project would be eligible
under the SLFRF program, including some helpful definitions. For example, Treasury's
lnterim Final Rule establishes:

. A framework for determining whether a project "responds to" a "negative economic
impact" caused by the COVID-19 pubtic heatth emergency;. Definitions of "eligible employers", "essential work," "eligible workers", and "premium
pay" for cases where premium pay is an eligible use;. A definition of "general revenue" and a formula for calculating revenue lost due to the
COVID-19 public health emergency;

. A framework for eligible water and sewer infrastructure projects that aligns eligible uses
with projects that are eligible under the Environmental Protection Agency's Drinking
Water and Clean Water State Revolving Funds; and. A framework for eligible broadband projects designed to provide service to unserved
or underserved households, or businesses at speeds sufficient to enable users to
generally meet household needs, including the ability to support the simultaneous use
of work, education, and health applications, and also sufficiently robust to meet
increasing household demands for bandwidth.

Treasury's lnterim Final Rule also provides more information on four important restrictions
on use of SLFRF award funds: recipients may not deposit SLFRF funds into a pension
fund; recipients that are States or territories may not use SLFRF funds to offset a reduction
in net tax revenue caused by the recipient's change in law, regulation, or administrative

I llealury's lnterim Final Rule is effective as of May 17,2021, and public comments are due July 16,
2021. This guidance may be clarified consistent with the final rule.
https://www.sovinfo.gov/content/pkg/FR-2021-05-17/pdf/202.1-10283. pdf

Coronavirus State and Local Fiscal Recovery Funds
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interpretation; and, recipients may not use SLFRF funds as non-Federal match where
prohibited. ln addition, the lnterim Final Rule clarifies certain uses of SLFRF funds outside
the scope of eligible uses, including that recipients generally may not use SLFRF funds
directly to service debt, satisfy a judgment or settlement, or contribute to a "rainy day" fund.
Recipients should refer to Treasury's lnterim Final Rule for more information oñ these
restrictions.

2. Eligible Costs Timeframe. Your organization, as a recipient of an SLFRF award, may
use SLFRF funds to cover eligible costs that your organization incurred during the period
that begins on March 3,2021 and ends on December 31 ,2024, as long as the award funds
for the obligations incurred by December 31,2024 are expended by December 31 ,2026.
Costs for projects incurred by the recipient State, territorial, local, or Tribal government
prior to March 3,2021 are not eligible, as provided for in Treasury's lnterim Final Rule.

Recipients may use SLFRF award funds to provide assistance to households,
businesses, and individuals within the eligible use categories described in Treasury's
lnterim Final Rule for costs that those households, businesses and individuals incurred
prior to March 3,2021. For example,

a. Public Health/Neqative Economic lmoacts: Recipients may use SLFRF award funds
to provide assistance to households - such as rent, mortgage, or utility assistance -
for costs incurred by the household prior to March 3,2021, provided that the recipient
State, territorial, local or Tribal government did not incur the cost of providing such
assistance prior to March 3, 2021.

b. Premium Pav: Recipients may provide premium pay retrospectively for work
performed at any time since the start of the COVID-19 public health emergency.
Such premium pay must be "in addition to" wages and remuneration alreaðy received
and the obligation to provide such pay must not have been incurred by the recipient
prior to March 3,2021.

c. Revenue Loss: Treasury's lnterim Final Rule gives recipients broad latitude to use
funds for the provision of government services to the extent of reduction in revenue.
While calculation of lost revenue begins with the recipient's revenue in the last full
fiscal year prior to the COVID-19 public health emergency and includes the 12-month
period ending December 31,2020, use of funds for government services must be
forward looking for costs incurred by the recipient after March 2,2021.

d. lnvestments in Water, Sewer, and Broadband: Recipients may use SLFRF award
funds to make necessary investments in water, sewer, and broadband. Recipients
may use SLFRF award funds to cover costs incurred for eligible projects planned or
started priorto March 3,2021, provided that the project costs covered by the SLFRF
award funds were incurred after March 3,2021.

Any funds not obligated or expended for eligible uses by the timelines above must be
returned to Treasury, including any unobligated or unexpended funds that have been
provided to subrecipients and contractors. For the purposes of determining expenditure
eligibility, Treasury's lnterim Final Rule provides that "incurred" has the same meaning
given to "financialobligation" in 2 CFR S 200.1.

3. Reporting. Generally, recipients must submit one initial interim report, quarterly or annual
Project and Expenditure reports which include subaward reporting, and in some cases
annual Recovery Plan reports. Treasury's lnterim Final Rule and Part 2 of this guidance
provide more detail around SLFRF reporting requirements.

Coronavirus State and Local Fiscal Recovery Funds
Compliance and Reporting Guidance
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Assistance Listing

The Assrstance Listinq for the Coronavirus State and Local Fiscal Recovery Funds
(CSLFRF) was published May 28,2021on SAM.gov under Assistance Listing Number
('ALN'), formerly known as CFDA Number, 21.027.

The assistance listing includes helpful information including program purpose, statutory
authority, eligibility requirements, and compliance requirements for recipients. The ALN
is the unique 5-digit number assigned to identify a federal assistance listing, and can be
used to search for federal assistance program information, including funding
opportunities, spending on USASpending.gov, or audit results through the Federal Audit
Clearinghouse.

To expedite payments and meet statutory timelines Treasury issued initial payments
under an existing ALN, 21.019, assigned to the CRF. lf you have already received funds
or captured the initial number in your records, please update your systems and reporting
to reflect the new ALN 21 .027 ror the sLFRF program. Recipients must use ALN
21.027 for allfinancialaccounting, subawards, and associated program reporting
requirements for the SLFRF awards.

D. Uniform Administrative Requirements

The SLFRF awards are generally subject to the requirements set forth in the Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for FederalAwards, 2
CFR Part 200 (the "Uniform Guidance"). ln all instances, your organization should review the
Uniform Guidance requirements applicable to your organization's use of SLFRF funds, and
SLFRF-funded projects. Recipients should consider how and whether certain aspects of the
Uniform Guidance apply.

The following sections provide a general summary of your organization's compliance
responsibilities under applicable statutes and regulations, including the Uniform Guidance, as
described in the 2020 OMB Compliance Supplement Part 3. Compliance Requirements
tssued August 18, 2020). Note that the descriptions below are only general summaries and
all recipients and subrecipients are advised to carefully review the Uniform Guidance
requirements and any additional regulatory and statutory requirements applicable to the
program.

1. Allowable Activities. Each recipient should review program requirements, including
Treasury's lnterim Final Rule and the recipient's Award Terms and Conditions, to
determine and record eligible uses of SLFRF funds. Per 2 CFR 200.303, your organization
must develop and implement effective internal controls to ensure that funding decisions
under the SLFRF award constitute eligible uses of funds, and document determinations.

2. Allowable Costs/Gost Principles. As outlined in the Uniform Guidanceat2 CFR Part
200, Subpart E regarding Cost Principles, allowable costs are based on the premise that
a recipient is responsible for the effective administration of Federal awards, application of
sound management practices, and administration of Federal funds in a manner consistent
with the program objectives and terms and conditions of the award. Recipients must
implement robust internal controls and effective monitoring to ensure compliance with the
Cost Principles, which are important for building trust and accountability.

Coronavirus State and Local Fiscal Recovery Funds
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SLFRF Funds may be, but are not required to be, used along with other funding sources
for a given project. Note that SLFRF Funds may not be used for a non-Federal cost share
or match where prohibited by other Federal programs, e.9., funds may not be used for the
State share for Medicaid.2

Treasury's lnterim Final Rule and guidance and the Uniform Guidance outline the types of
costs that are allowable, including certain audit costs. For example , per 2 CFR 200.425,
a reasonably proportionate share of the costs of audits required by the Single Audit Act
Amendments of 1996 are allowable, however, costs for audits that were not performed, or
not in accordance with 2 CFR Part 200, Subpart F are not allowable. Please see 2 CFR
Part 200, Subpart E regarding the Cost Principles for more information.

a. Administrative costs: Recipients may use funds for administering the sLFRF
program, including costs of consultants to support effective management and
oversight, including consultation for ensuring compliance with legal, regulatory, and
other requirements.3 Further, costs must be reasonable and allocable as outlined in 2
CFR 200.404 and 2 CFR 200.405. Pursuant to the SLFRF Award Terms and
Conditions, recipients are permitted to charge both direct and indirect costs to their
SLFRF award as administrative costs. Direct costs are those that are identified
specifically as costs of implementing the sLFRF program objectives, such as
contract support, materials, and supplies for a project. lndirect costs are general
overhead costs of an organization where a portion of such costs are allocable to the
SLFRF award such as the cost of facilities or administrative functions like a director's
office.as Each category of cost should be treated consistently in like circumstances as
direct or indirect, and recipients may not charge the same administrative costs to
both direct and indirect cost categories, or to other programs. lf a recipient has a
current Negotiated lndirect Costs Rate Agreement (NICRA) established with a
Federal cognizant agency responsible for reviewing, negotiating, and approving cost
allocation plans or indirect cost proposals, then the recipient may use its current
NICRA. Alternatively, if the recipient does not have a NICRA, the recipient may elect
to use the de minimis rate of 10 percent of the modified total direct costs pursuant to
2 CFR 200.414(f).

b. salaries and Expenses: ln general, certain employees'wages, salaries, and covered
benefits are an eligible use of SLFRF award funds. Please see Treasury's lnterim
Final Rule for details.

3. Cash Management. SLFRF payments made to recipients are not subject to the
requirements of the Cash Management lmprovement Act and Treasury's implementing
regulations at 31 CFR part 205 or 2 CFR 200.305(bXS)-(9)

As such, recipients can place funds in interest-bearing accounts, do not need to remit
interest to Treasury, and are not limited to using that interest for eligible uses under the
SLFRF award.

4. Eligibility. Under this program, recipients are responsible for ensuring funds are used for
eligible purposes. Generally, recipients must develop and implement policies and
procedures, and record retention, to determine and monitor implementation of criteria for

2 See 42 CFR 433.51 and 45 CFR 75.306.
3 Recipients also may use SLFRF funds directly for administrative costs to improve efficacy of
programs that respond to the COVID-19 public health emergency. 31 CFR 3S.6(b)(10).
4 2 CFR 200413 Direct Costs.
5 2 CFR 200.414lndirect Costs.

Coronavirus State and Local Fiscal Recovery Funds
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determining the eligibility of beneficiaries and/or subrecipients. Your organization, and if
applicable, the subrecipient(s) administering a program on behalf of your organization, will
need to maintain procedures for obtaining information evidencing a givei beneficiary,
subrecipient, or contractor's eligibility includíng a valid SAM.gov registration. lmplementing
risk-based due diligence for eligibility determinations is a best practice to augment your
organization's existing controls.

5. Equipment and Real Property Management. Any purchase of equipment or real
property with SLFRF funds must be consistent with the Uniform Guidance at 2 CFR part
200, Subpart D. Equipment and real property acquired under this program must be used
for the originally authorized purpose. Consistent with 2 CFR 200.311 ind 2 CFR 200.313,
any equipment or real property acquired using SLFRF funds shall vest in the non-Federal
entity. Any acquisition and maintenance of equipment or real property must also be in
compliance with relevant laws and regulations.

6. Matching, Level of Effort, Earmarking. There are no matching, level of effort, or
earmarking complíance responsibilities associated with the SLFRF award. SLFRF funds
may only be used for non-Federal match in other programs where costs are eligible under
both SLFRF and the other program and use of such funds is not prohibited by the other
program.

7. Period of Performance. Your organization should also develop and implement internal
controls related to activities occurring outside the period of performance. For example,
each recipient should articulate each project's policy on allowability of costs incurred prior
to award or start of the period of performance. All funds remain subject to statutory
requirements that they must be used for costs incurred by the recipient during the period
that begins on March 3,2021, and ends on December 31,2024, and that award funds for
the financial obligations incurred by December 31,2024 must be expended by December
31, 2026. Any funds not used must be returned to Treasury.

8. Procurement, Suspension & Debarment. Recipients are responsible for ensuring that
any procurement using SLFRF funds, or payments under procurement contracts using
such funds are consistent with the procurement standards set forth in the Uniform
Guidance at 2 CFR 200.317 through 2 CFR 200.327, as applicable. The Uniform Guidance
establishes in 2 CFR 200.319 that all procurement transactions for property or services
must be conducted in a manner providing full and open competition, consistent with
standards outlined in 2 CFR 200.320, which allows for non-competitive procurements only
in circumstances where at least one of the conditions below is true: the item is below the
micro-purchase threshold; the item is only available from a single source; the public
exigency or emergency will not permit a delay from publicizing a competitive soliciiation;
or after solicitation of a number of sources, competition is determined inadequate.6
Recipients must have and use documented procurement procedures that are consistent
with the standards outlined in 2 CFR 200.317 through 2 CFR 200.320. The Uniform
Guidance requires an infrastructure for competitive bidding and contractor oversight,
including maintaining written standards of conduct and prohibitions on dealing witn
suspended or debarred parties. Your organization must ensure adherence to all applicable
local, State, and federal procurement laws and regulations.

9. Program lncome. Generally, program income includes, but is not limited to, income from
lees for services performed, the use or rental or real or personal property acquired under
Federal awards and principal and interest on loans made with Fedeial award funds.
Program income does not include interest earned on advances of Federal funds, rebates,
credits, discounts, or interest on rebates, credits, or discounts. Recipients of SLFRF funds

ô 2 CFR 200.320(cX1)-(3) and (5)
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should calculate, document, and record the organization's program income. Additional
controls that your organization should implement include written policies that explicifly
identify appropriate allocation methods, accounting standards and principles, compiiance
monitoring checks for program income calculations, and records.

The Uniform Guidance outlines the requirements that pertain to program income at 2 CFR
200.307. Treasury intends to provide additional guidance regarding program income and
the application of 2 CFR 200.307(e)(1), including with respect to lending programs.

10' Reporting. All recipients of federal funds must complete financial, performance, and
compliance reporting as required and outlined in Part 2 of this guidance. Expenditures
may be reported on a cash or accrual basis, as long as the methodology is disclosed and
consistently applied. Reporting must be consistent with the definition of expenditures
pursuant to 2 CFR 200.1. Your organization should appropriately maintain accounting
records for compiling and reporting accurate, compliant financial data, in accordance witñ
appropriate accounting standards and principles.

ln addition, where appropriate, your organization needs to establish controls to ensure
completion and timely submission of all mandatory performance and/or compliance
reporting. See Part 2 of this guidance for a full overview of recipient reporting
responsibilities.

11. Subrecipient Monitoring. SLFRF recipients that are pass-through entities as defined
under 2 CFR 200.1 are required to manage and monitor their subrecipients to ensure
compliance with requirements of the SLFRF award pursuant to 2 CFR 200.332 regarding
requirements for pass{hrough entities.

First, your organization must clearly identify to the subrecipient: (1) that the award is a
subaward of SLFRF funds; (2) any and all compliance requirements for use of SLFRF
funds; and (3) any and all reporting requirements for expenditures of SLFRF funds.

Next, your organization will need to evaluate each subrecipient's risk of noncompliance
based on a set of common factors. These risk assessments may include factors such as
prior experience in managing Federal funds, previous audits, personnel, and policies or
procedures for award execution and oversight. Ongoing monitoring of any given
subrecipient should reflect its assessed risk and include monitoring, identification of
deficiencies, and follow-up to ensure appropriate remediation.

Accordingly, your organization should develop written policies and procedures for
subrecipient monitoring and risk assessment and maintain records of all award
agreements identifying or othenruise documenting subrecipients' compliance obligations.

12. Special Tests and Provisions. Treasury has set a deadline of July 16,2021, for receipt
of public comment on its lnterim Final Rule and will adopt a final rule responding to these
comments. ln addition, Treasury may add clarifications to the implementing guidance.

Across each of the compliance requirements above, Treasury described some best practices
for development of internal controls. The table below provides a brief description and example
of each best practice.

Coronavirus State and Local Fiscal Recovery Funds
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Table l: lnternal controls best

E. Award Terms and Conditions

The Award Terms and Conditions of the SLFRF financial assistance agreement sets forth the
compliance obligations for recipients pursuant to the SLFRF statute, the Uniform Guidance,
and Treasury's lnterim Final Rule. Recipients should ensure they remain in compliance with
all Award Terms and Conditions. These obligations include the following items in addition to
those described above:

1. SAM.gov Requirements. All eligible recipients are also required to have an active
registration with the System for Award Management (SAM) (https.//mvw.sam.gov). To
ensure timely receipt of funding, Treasury has stated that Non-entitlement Units of
Government (NEUs) who have not previously registered with SAM.gov may do so after
receipt of the award, but before the submission of mandatory reporting.T

2. Recordkeeping Requirements. Generally, your organization must maintain records and
financial documents for five years after all funds have been expended or returned to
Treasury, as outlined in paragraph 4.c. of the Award Terms and Conditions. Treasury may
request transfer of records of long-term value at the end of such period. Wherever
practicable, such records should be collected, transmitted, and stored in open and
mach ine-readable formats.

Your organization must agree to provide or make available such records to Treasury upon
request, and to any authorized oversight body, including but not limited to the Government
Accountability office ('GAo'), Treasury's office of lnspector General ("olc'), and the
Pandemic Relief Accountabil ity Committee (" PRAC").

3. Single Audit Requirements. Recipients and subrecipients that expend more than
$750,000 in Federal awards during their fiscal year will be subject to an audit under the
Single Audit Act and its implementing regulation at 2 CFR Part 200, Subpart F regarding
audit requirements.s Recipients and subrecipients may also refer to the Office of

7 See flexibility provided in https://www.whitehouse.gov/wp-contenlluploadst2}2ll03lW 21 20.pdf .I For-profit entities that receive SLFRF subawards are not subject to Single Audit requiremãnts.
However, they are subject to other audits as deemed necessary by authorized governmental entities,
including Treasury, the GAO, the PRAC and the Treasury's OlG.
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Written policies and
procedures

Formal documentation of
recipient policies and
procedures

Documented procedure for
determining worker eligibility
for premium pav

Written standards of conduct Formal statement of mission,
values, principles, and
professional standards

Documented code of conduct /
ethics for subcontractors

Risk-based due diligence Pre-payment validations
conducted according to an
assessed level of risk

Enhanced eligibility review of
subrecipient with imperfect
performance historv

Risk-based compliance
monitoring

On going validations conducted
according to an assessed level
of risk

Higher degree of monitoring for
projects that have a higher risk
of fraud, given program
characteristics

Record maintenance and
retention

Creation and storage of
financial and non-financial
records.

Storage of all subrecipient
payment information.

Best Practice Desc Exa
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Manaqement and Budqet (OMB) Compliance Supplements for audits of federal funds and
related guidance and the Federal Audit Clearinghouse to see examples and singte áudit
submissions.

4. Civil Rights Compliance. Recipients of Federal financial assistance from the Treasury
are required to meet legal requirements relating to nondiscrimination and
nondiscriminatory use of Federal funds. Those requirements include ensuring that entities
receiving Federal financial assistance from the Treasury do not deny benefits or services,
or otherwise discriminate on the basis of race, color, national origin (including limited
English proficiency), disability, age, or sex (including sexual orientation and gender
identity), in accordance with the following authorities: Title Vl of the Civit Rights Act of 1964
(Title Vl) Public Law 88-352,42 u.s.c.2000d-1 et seq., and the Department,s
implementing regulations, 31 CFR part22; Section 504 of the Rehabilitation Act of 1973
(Section 504), Public Law g3-1 12, as amended by Public Law 93-516, 29 U.S.C. 794; Tifle
lX of the Education Amendments of 1972 (Tiile tX), 20 u.s.c. j6g1 et seq., and the
Department's implementing regulations, 31 CFR part 28; Age Discrimination Act of 197S,
Public Law 94-'135, 42 U.S.C. 6101 et seq., and the Department implementing regulations
at 31 CFR part23.

ln order to carry out its enforcement responsibilities under Title Vl of the Civil Rights Act,
Treasury will collect and review information from recipients to ascertain their compliance
with the applicable requirements before and after providing financial assistance.
Treasury's implementing regulations, 31 CFR parl22, and the Department of Justice
Q9.ll regulations, Coordination of Non-discrimination in Federally Assisted Proqrams, 28
CFR part 42, provide for the collection of data and information from recipients (se-e ZA CF'R
42.406). Treasury may request that recipients submit data for post-award compliance
reviews, including information such as a narrative describing their Title Vl compliance
status.

Coronavirus State and Local Fiscal Recovery Funds
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Part 2: Reporting Guidance
ïhere are three types of reporting requirements for the SLFRF program

lnterim Report: Provide initial overview of status and uses of funding. This is a one-time
report. See Section A, page 13.

Project and Expenditure Report: Report on projects funded, expenditures, and contracts
and subawards over $50,000, and other information. see section B, page l s.

Recovery Plan Performance Report: The Recovery plan performance Report (the
"Recovery Plan") will provide information on the projects that large recipients are
undertaking with program funding and how they plan to ensure program outcomes are
achieved in an effective, efficient, and equitable manner. lt will include key performance
tndicators identified by the recipient and some mandatory indicators identified by
Treasury. The Recovery Plan will be posted on the website of the recipient as well as
provided to Treasury. See Section C, page 23.

Table 2 uirements recr

The remainder of this document describes these reporting requirements. A users' guide will
be provided with additional information on how and where to submit required reports-.

s lnterim Final Rule Page 111
10 lnterim Final Rule page 112
11 lnterim Final Rule Page 111
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States, U.S. territories,
metropolitan cities and counties
with a population that exceeds
250,000 residents

By August 31,
2021, and
annually
thereafter by
July 31 1o

Mehopolitan cities and counties
with a population below 250,000
residents which received more
than $5 million in SLFRF funding

Tribal Governments

By October 31,
2021, and then
30 days after the
end of each
quarter
thereaftere

Metropolitan cities and counties
with a population below 250,000
residents which received less than
$5 million in SLFRF funding

By August 31,
2021, with
expenditures
by category

NEUs Not required

By October 31,
2021, and then
annually
thereafterl l

Not required

Project and
Expenditure

Recovery Plan
PerformanceRecipient lnterim Report

Re Re



Comparison to reporting for the CRF

This guidance does not change the reporting or compliance requirements pertaining to
the CRF. Reporting and compliance requirements for the SLFRF are separate from
CRF reporting requirements. Changes from CRF to SLFRF include:

Project, Expenditure, and Subaward Reporting: The SLFRF reporting
requirements leverage the existing reporting regime used for cRF to foster
continuity and provide many recipients with a familiar reporting mechanism. The
data elements for the Project and Expenditure Report will largely mirror those used
for cRF, with some minor exceptions noted in this guidance. The users' guide will
describe how reporting for cRF funds will relate to reporting for the SLFRF.

Timing of Reports: cRF reports were due within 10 days of each calendar
quarter. SLFRF quarterly reporting will be due 30 days from quarter end.

Program and Performance Reporting: The cRF reporting did not include any
program or performance reporting. To build public awareness and accountability
and allow Treasury to monitor compliance with eligible uses, some program and
performance reporting is required.

a
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A. lnterim Report

States, U.S. territories, metropolitan cities, counties, and Tribal governments are required to
submit a one-time interim report with expendituresl2 by Expenditure Category from the date
of award to July 31,2021. The recipient will be required to enter obligationsl3 and
expenditures and, for each, select the specific expenditure category from the available options.
See Appendix 1 for Expenditure Categories (EC).

1. Required Programmatic Data
Recipients will also be required to provide the following information if they have or plan to have
expenditures in the following Expenditure Categories.

a. Revenue replacement (EC 6.1 1a): Key inputs into the revenue replacement formula in the
lnterim Final Rule and estimated revenue loss due to the Covid-19 public health
emergency calculated using the formula in the lnterim Final Rule as of December 31,
2020.
. Base year general revenue (e.9., revenue in the last full fiscal year prior to the public

health emergency)
. Fiscal year end date
. Growthadjustmentused(either4.1 percentoraverageannualgeneralrevenuegrowth

over 3 years prior to pandemic)
¡ Actual general revenue as of the twelve months ended December 31,2020r Estimated revenue loss due to the Covid-lg public health emergency as of December

31,2020
. An explanation of how revenue replacement funds were allocated to government

services (Note: additional instructions and/or template to be provided in users' guide)

12 For purposes of reporting in the SLFRF portal, an expenditure is the amount that has been incurred
ls a liability of the entity (the service has been rendered or the good has been delivered to the entity).
13 For purposes of reporting in the SLFRF portal, an obligation ié an order placed for property and
services, contracts and subawards made, and similar transactions that require payment.
1a See Appendix 1 for the full Expenditure Category (EC) list. References io Expenditure Categories
are identified by "EC" followed by numbers from the table in Appendix 1.

Coronavirus State and Local Fiscal Recovery Funds
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ln calculating general revenue and the other items discussed above, recipients should
use audited data if it is available. When audited data is not available, recipients are not
required to obtain audited data if substantially accurate fígures can be produced on an
unaudited basis. Recipients should use their own data sources to calculate general
revenue, and do not need to rely on revenue data published by the Census Bureau.
Treasury acknowledges that due to differences in timing, data sources, and definitions,
recipients'self-reported general revenue figures may differ from those published by the
Census Bureau. Recipients may provide data on a cash, accrual, or modified accrual
basis, provided that recipients are consistent in their choice of methodology throughout
the covered period and until reporting is no longer required. Recipients' reporting éhould
align with their own financial reporting.

ln calculating general revenue, recipients should exclude all intergovernmental transfers
from the federal government. This includes, but is not limited to, fóderal transfers made
via a State to a locality pursuant to the CRF or SLFRF. To the extent federal funds are
passed through States or other entities or intermingled with other funds, recipients
should attempt to identify and exclude the federal portion of those funds from the
calculation of general revenue on a best-efforts basis.

Consistent with the broad fatitude provided to recipients to use funds for government
services to the extent of reduction in revenue, recipients will be required to submit a
description of services provided. This description may be in narrative or in another form,
and recipients are encouraged to report based on their existing budget processes and to
minimize administrative burden. For example, a recipient with $100 in revenue
replacement funds available could indicate that $50 were used for law enforcement
operating expenses and $50 were used for pay-go building of sidewalk infrastructure. As
discussed in the lnterim Final Rule, these services can include a broad range of services
but may not be used directly for pension deposits or debt service.

Reporting requirements will not require tracking the índirect effects of Fiscal Recovery
Funds, apart from the restrictions on use of Fiscal Recovery Funds to offset a reduction
in net tax revenue. ln addition, recipients must indicate that Fiscal Recovery Funds were
not used to make a deposit in a pension fund.

b. Distributions to NEUs - States and territories only (EC 7.4): lnformation on SLFRF
distributions to eligible NEUs. Each State and territory will be asked to provide an
update on distributions to individual NEUs, including whether the NEU has (1) received
funding; (2) declined funding and requested a transfer to the State under Seciion
603(cXa) of the Act; or (3) not taken action on its funding. States and territories shoutd
be prepared to report on their information, including the following:. NEU name
. NEU DUNS number
. NEU Taxpayer ldentification Number (TlN)
. NEU Recipient Number (a unique identification code for each NEU assigned by the

State to the NEU as part of the request for funding). NEU contact information (e.9., address, point of contact name, point of contact email
address, and point of contact phone number)

. NEU authorized representative name and email address. lnitial allocation and, if applicable, subsequent allocation to the NEU (before
application of the 75 percent cap)

o Total NEU reference budget (as submitted by the NEU to the State as part of the
request for funding)

Coronavirus State and Local Fiscal Recovery Funds
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. Amount of the initial and, if applicable, subsequent allocation above 75 percent of the
NEU's reference budget which will be returned to Treasury

. Payment amount(s)

. Payment date(s)

For each eligible NEU that declined funding and requested a transfer to the State under
Section 603(c)(4), the State must also attach a form signed by the NEU, as detailed in
the Guidance on Distributions of Funds to Non-Entitlement Units of Local Government.

States with "weak" minor civil divisions (i.e., lllinois, lndiana, Kansas, Missouri,
Nebraska, North Dakota, ohio, and south Dakota) should also list any minor civil
divisions that the State deemed ineligible.

B. Proiect and Expenditure Report

All recipients are required to submit Project and Expenditure Reports.

1. Quarterly Reporting

The following recipients are required to submit quarterly Project and Expenditure Reports:
¡ States, U.S. territories, and Tribal governments
o Metropolitan cities and counties that received more than $5 million in SLFRF funding

For these recipients, the initial quarterly Project and Expenditure Report will cover two
calendar quarters from the date of award to September 30,2021 and must be submitted to
Treasury by October 31, 2021. The subsequent quarterly reports will cover one calendar
quarter and must be submitted to Treasury within 30 calendar days after the end of each
calendar quarter. Quarterly reports are not due concurrently with applicable annual reports.
The table below summarizes the quarterly report timelines:

Coronavirus State and Local Fiscal Recovery Funds
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1 2021 2and3 Award Date - September 30 October 31,2021
2 2021 4 Octoberl-December3l January 31,2022
3 2022 1 Januaryl-March31 April30,2022
4 2022 2 April 1-June30 July 31 ,2022
5 2022 3 July 1-September30 October 31,2022
6 2022 4 Octoberl -December3l January 31.2023
7 2023 1 Januaryl-March31 April 30, 2023
I 2023 2 April 1-June30 Julv 31 .2023
I 2023 3 July 1-September30 October 31,2023

'10 2023 4 Octoberl-December3l January 31.2024
11 2024 1 Januaryl-March31 Aoril30.2024
12 2024 2 April 1-June30 July 3l .2024
13 2024 3 July 1-September30 October 31,2024
14 2024 4 Octoberl-December3l January 31.2025
15 2025 1 Januaryl-March31 April 30, 2025
16 2025 2 April 1-June30 July 31 ,2025
17 2025 3 Julv 1-September30 October 31, 2025
18 2025 4 Octoberl-December3l January 31,2026
19 2026 1 Januaryl-March31 April 30, 2026
20 2026 2 April 1-June30 Julv 31 .2026

Period Covered Due DateYear Quarter
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2. Annual Reporting

The following recipients are required to submit annual Project and Expenditure Reports:o Metropolitan cities and counties that received less than 95 million in SLFRF funding.o NEUs. To facilitate reporting, each NEU will need a NEU Recipient Number. This is a
unique identification code for each NEU assigned by the State to the NEU as part of its
request for funding.

For these recipients, the initial Project and Expenditure Report will cover from the date of
award to September 30, 2021 and must be submitted to Treasury by October 31, 2021.Ihe
subsequent annual reports will cover one calendar year and must be submitted to Treasury
by October 31. The table below summarizes the report timelines:

3. Requiredlnformation

The following information will be required in Project and Expendíture Reports:

a. Projects: Provide information on all SLFRF funded projects. Projects are new or existing
eligible government services or investments funded in whole or in part by SLFRF funding.
For each project, the recipient will be required to enter the project name, identification
number (created by the recipient), project expenditure category (see Appendix 1),
description, and status of completion. Project descriptions must describe the pro1ect in
sufficient detail to provide understanding of the major activities that will occur, an¿ w¡ll Oe
required to be between 50 and 250 words. Projects should be defined to include only
closely related activities directed toward a common purpose. ln particular, recipients should
retliew the Required Programmatic Data described below and define their projects at a
sufficient level of granularity to report these metrics for a reasonably specific activity or set
of activities in each project.

Note: For each project, the recipient will be asked to select the appropriate Expenditure
Category based on the scope of the project (see Appendix 1). Proiects should be scoped
to align to a single Expenditure,Category. For select Expenditure Categories, the recipient
will also be asked to provide additional programmatic data (described further below).

b. Expenditures: Once a project is entered the recipient will be able to report on the project's
obligations and expenditures. Recipients will be asked to report:. Current period obligation
. Cumufativeobligation
. Current period expenditure
. Cumulative expenditure

Coronavirus State and Local Fiscal Recovery Funds
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21 2026 3 July 1-September30 October 31,2026
22 2026 4 Octoberl -December3l March 31,2027

Period Covered Due DateYear Quarter

1 Award Date - September 30,2021 October 31.2021
2 October 1, 2021 - September 30. 2022 October 31,2022
3 October 1,2022 - September 30.2023 October 31,2023
4 October 1,2023 - September 30,2024 October 31,2024
5 October 1, 2024 - September 30, 2025 October 31,2025
6 October 1,2025 - September 30,2026 October 31,2026
7 October 1,2026 - December 31,2026 March 31,2027

Report Period Covered Due Date
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c. Proiect Status: Once a project is entered the recipient will be asked to report on project
status each reporting period, in four categories:
. Not Started
. Completed less than 50 percent
. Completed 50 percent or more
. Completed

Proiect Demographic Distribution: Recognizing the disproportionate impact of the
pandemic-related recession on low-income communities, recipients must report whether
certain types of projectsls are targeted to economically disadvantaged communities, as
defined by HUD's Qualified Census Tract.16 Recipients will be asked to identify whether or
not the project is serving an economically disadvantaged community. To minimize the
administrative burden on recipients while ensuring that this important aspect of program
performance is tracked, recipients may assume that the funds for a project count as being
targeted towards economically disadvantaged communities if the project funds are spent
on:
. A program or service is provided at a physical location in a Qualified Census Tract (for

multi-site pro¡ects, if a majority of sites are within Qualified Census Tracts);. A program or service where the primary intended beneficiaries live within a Qualified
Census Tract;

. A program or service for which the eligibility criteria are such that the primary intended
beneficiaries earn less than 60 percent of the median income for the relevant
jurisdiction (e.9., State, county, metropolitan area, or other jurisdiction); or. A program or service for which the eligibility criteria are such that over 25 percent of
intended beneficiaries are below the federal poverty line.

Recipients may use reasonable estimates to determine if a project meets one of these
criteria, including identifying the intended beneficiaries of a program or service in terms of
income characteristics, geographic location, or othenruise estimating the beneficiaries of a
program based on its eligibility criteria. Recipients do not need to track information on
each individual beneficiary to make the determination of whether or not the project is
serving an economically disadvantaged community. lf a recipient is unable to measure
economic characteristics of the primary intended beneficiaries of a program or service
due to data limitations or for other reasons, that program or service may not be counted
as targeted to economically disadvantaged communities. Treasury recognizes that in
some circumstances, recipients may fund eligible programs or services that benefit
economically disadvantaged communities but may lack adequate data to assess
conclusively that such a program or service is targeted to economically disadvantaged
communities based on the criteria described above.

e. Subawards: Each recipient shall also provide detailed obligation and expenditure
information for any contracts and grants awarded, loans issued, transfers made to other
government entities, and direct payments made by the recipient that are greater than or
equal to $50,000.

15 Specifically recipients must report this information for projects in the Expenditure Categories that
are marked with "^" in the expenditure category listing in Appendix 1 of this guidance
16 HUD defines as a QCT as having "50 percent of households with incomeð below 60 percent of the
Area Median Gross lncome (AMGI) or have a poverty rate of 25 percent or more." To view median
income area for their jurisdiction, recipients may visit the U.S. Census website on median incomes
and select the geography for their jurisdiction and relevant unit of measurement (household or
individual) for the project.

Coronavirus State and Local Fiscal Recovery Funds
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f

Recipients do not also need to submit separate monthly subaward reports to FSRS.gov as
required pursuant to the 2 CFR Part 170, Appendix A award term regarding reforting
subaward and executive compensation, which is included in the SLFRF Ãward Íerms and
Conditions. Treasury will submit this reporting on behalf of recipients using the $S0,0OO
reporting threshold, timing, and data elements discussed in this guidance. lf recipients
choose to continue reporting to FSRS.gov in addition to reportingtirecfly to Treasury on
these funds, they may do so and will be asked to notify Treasury as part of their quarierly
submission.

ln general, recipients will be asked to provide the following information for each Contract,
Grant, Loan, Transfer, or Direct Payment greater than or equal to $50,000:. subrecipient identifying and demographic information (e.g., DUNS number and

location)
. Award number (e.9., Award number, Contract number, Loan number). Award date, type, amount, and description
. Award payment method (reimbursable or lump sum payment(s))
. For loans, expiration date (date when loan expected to be paid in full). Primary place of performance
¡ Related project name(s)
. Related project identification number(s) (created by the recipient). Period of performance start date
. Period of performance end date
. Quarterly obligation amount
. Quarterly expenditure amount
. Project(s)
. Additional programmatic performance indicators for select Expenditure Categories (see

below)

Aggregate reporting is required for contracts, grants, transfers made to other government
entities, loans, direct payments, and payments to individuals that are below $sb,ooo. rnis
information will be accounted for by expenditure category at the project level.

As required by the 2 CFR Part170, Appendix A award term regarding reporting subaward
and executive compensation, recipients must also report the names anl total compensation
of their five most highly compensated executives and their subrecipients' executives for the
preceding completed fiscal year if (f ) the recipient received 80 percent or more of its annual
gross revenues from Federal procurement contracts (and subcontracts) and Federal
financial assistance subject to the Transparency Act, as defined at 2 CFR 170.320 (and
subawards), and received $25,000,000 or more in annual gross revenues from Federal
procurement contracts (and subcontracts) and Federal financial assistance subject to the
Transparency Act (and subawards), and (2) if the information is not othenvise þublíc. ln
general, most SLFRF Recipients are governmental entities with executive salaries that are
already disclosed, so no additional information must be reported. The recipient is
responsible for the subrecipients' compliance with registering and maintaining an updated
profile on SAM.gov.

C¡vit n¡onts Complæ: Treasury will request information on recipients' compliance with
Ïitle Vl of the Civil Rights Act of 1964 on an annual basis. This information may include a
narrative describing the recipient's compliance with Title Vl, along with other quéstions and
assurances.

Coronavirus State and Local Fiscal Recovery Funds
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Required Proorammatic Data (other than infrastructure proiects): For all projects listed
under the following Expenditure Categories (see Appendix 1), the information listed must
be provided in each report.

1. Payroll for Public Health and Safetv Employees (EC 1.9):. Number of government FTEs responding to COVID-19 supported under this
authority

2. Household Assistance (EC 2.1-2.5):
. Brief description of structure and objectives of assistance program(s) (e.g., nutrition

assistance for low-income households)
. Number of individuals served (by program if recipient establishes multiple separate

household assistance programs)
. Brief description of recipient's approach to ensuring that aid to households

responds to a negative economic impact of Covid-lg, as described in the lnterim
Final Rule

3. Small Business Economic Assistance (EC 2.9):
. Brief description of the structure and objectives of assistance program(s) (e.g.,

grants for additional costs related to Covid-19 mitigation). Number of small businesses served (by program if recipient establishes multiple
separate small businesses assistance programs)

. Brief description of recípient's approach to ensuring that aid to small businesses
responds to a negative economic impact of COVID-19, as described in the lnterim
Final Rule

4. Aid to Travel, Tourism, and Hospitality or Other lmpacted lndustries (EC 2.11-2.12);. lf aid is provided to industries otherthan travel, tourism, and hospitality (8C2.12),
a description of pandemic impact on the industry and rationale for providing aid to
the industry

. Brief narrative description of how the assistance provided responds to negative
economic impacts of the COVID-19 pandemic

o For each subaward:
o Sector of employer (Note: additional detail, including list of sectors to be

provided in a users'guide)
o Purpose of funds (e.9., payroll support, safety measure implementation)

5. Rehiring Public Sector Staff (EC 2.14):
. Number of FTEs rehired by governments under this authority

6. Education Assistance (EC 3.1-3.5):
. The National Center for Education Statistics ('NCES') School lD or NCES District

lD. List the School District if all schools within the school district received some
funds. lf not all schools within the school district received funds, list the School lD
of the schools that received funds. These can allow evaluators to link data from the
NcES to look at school-level demographics and, eventually, student
performance. 17

r7 For more information on NCES identification numbers see https://nces.ed.gov/ccd/districtsearch/
(districts) and https://nces.ed. qov/ccd/schoolsearch/ (schools).

Coronavirus State and Local Fiscal Recovery Funds
Compliance and Reporting Guidance

19

g



@ U.S. DEPARTMENT OF THE TREASURY

7. Premium Pay (both Public Sector EC 4.1 and private Sector EC 4.2):¡ List of sectors designated as critical to the health and well-being of residents by
the chief executive of the jurisdiction, if beyond those included in the lnterim Fiñal
Rule (Note: a list of sectors will be provided in the forthcoming users' guide).. Number of workers to be served

. Employer sector for all subawards to third-party employers (i.e., employers other
than the State, local, or Tribal government) (Note: a list of sectors will be provided
in the forthcoming users' guide).

o For groups of workers (e.9., an operating unit, a classification of worker, etc.) or,
to the extent applicable, individual workers, for whom premium pay would
increase total pay above 150 percent of their residing State's average annual
wage, or their residing county's18 average annual wage, whichever is higher, on
an annual basis:
o A brief written narrative justification of how the premium pay or grant is

responsive to workers performing essentialwork during the public health
emergency. This could include a description of the essential workers' duties,
health or financial risks faced due to covlD-19, and why the recipient
government determined that the premium pay was responsive to workers
performing essential work during the pandemic. This description should not
include personally identifiable information; when addressing individual
workers, recipients should be careful not to include this information.
Recipients may consider describing the workers' occupations and duties in a
general manner as necessary to protect privacy.

8. Revenue replacement (EC 6.1):
Under the lnterim Final Rule, recipients calculate revenue loss using data as of four
discrete points during the program: December 31,2020, December 31,2021,
December 31, 2022, and December 31 , 2023. Revenue loss calculated as of
December 31,2020 will be reported in the lnterim Report, as described above. For
future calculation dates, revenue loss will be reported only in the Quarter 4 reports
due January 31, 2022, January 31, 2023, and January 31, 2024. Reporting on
revenue loss should include:
. General revenue collected over the past 12 months as of the most recent

calculation date, as outlined in the lnterim Final Rule (for example, for the
January 31,2022 report, recipients should provide 12 month general revenue as
of December 31,2021);

. calculated revenue loss due to the covid-19 public health emergency; and. An explanation of how the revenue replacement funds were allocated to
government services (note: additional instructions and/or template to be provided
in user guide).

ln calculating general revenue and the revenue loss due to the COVID-19 public
health emergency, recipients should follow the same guidance as described above
for the lnterim Report.

Required Proqrammatic Data for lnfrastructure Proiects (EC 5): For all projects listed under
the Water, Sewer, and Broadband Expenditure Categories (see Appendix 1), more detailed
project-level information is required. Each project will be required to report expenditure
data as described above, but will also report the fof lowing information:

h

18 County means a county, parish, or other equivalent county division (as defined by the Census
Bureau). See 31 CFR 35.3.
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All infrastructure proiects (EC S):
. Projected/actual construction start date (month/year)
. Projected/actual initiation of operations date (month/year)
. Location (for broadband, geospatial location data). For projects over $10 million:

a. A recipient may provide a certification that, for the relevant project, all laborers
and mechanics employed by contractors and subcontractors in the
performance of such project are paid wages at rates not less than those
prevailing, as determined by the U.S. Secretary of Labor in accordance with
subchapter lV of chapter 31 of title 40, United States Code (commonly known
as the "Davis-Bacon Act"), for the corresponding classes of laborers and
mechanics employed on projects of a character similar to the contract work in
the civil subdivision of the State (or the District of Columbia) in which the work
is to be performed, or by the appropriate State entity pursuant to a corollary
state prevailing-wage-in-construction law (commonly known as "baby Davis-
Bacon Acts"). lf such certification is not provided, a recipient must piovide a
project employment and local impact report detailing:
' The number of employees of contractors and sub-contractors working on

the project;

' The number of employees on the project hired directly and hired through a
third party;

' The wages and benefits of workers on the project by classification; and. Whether those wages are at rates less than those prevailing.le
Recipients must maintain sufficient records to substantiate this information
upon request.

b. A recipient may provide a certification that a project includes a project labor
agreement, meaning a pre-hire collective bargaining agreement consistent with
section 8(f) of the Nationat Labor Retations Act (29 u.s.c. 158(f)). tf the
recipient does not provide such certification, the recipient must provide a
project workforce contin u ity plan, detailing :

' How the recipient will ensure the project has ready access to a sufficient
supply of appropriately skilled and unskilled labor to ensure high-quality
construction throughout the life of the project;

' How the recipient will minimize risks of labor disputes and disruptions that
would jeopardize timeliness and cost-effectiveness of the project; and

' How the recipient will provide a safe and healthy workplace that avoids
delays and costs associated with workplace illnesses, injuries, and
fatalities;

' \y'úhether workers on the project will receive wages and benefits that will
secure an appropriately skilled workforce in the context of the local or
regional labor market; and. Whether the project has compfeted a project labor agreement.

c. Whether the project prioritizes local hires.
d. Whether the project has a Community Benefit Agreement, with a description of

any such agreement.

1e As determined by the U.S. Secretary of Labor in accordance with subchapter lV of chapter 31 of
title 40, United States Code (commonly known as the "Davis-Bacon Act"), for the corresponding
classes of laborers and mechanics employed on projects of a character similar to the contract ùork in
the civil subdivision of the State (or the District of Columbia) in which the work is to be performed.
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2. Water and sewer o (EC 5.1-5.15):
. National Pollutant Discharge Elimination System (NPDES) Permit Number (if

applicable; for projects aligned with the Clean Water State Revolving Fund). Public Water System (PWS) lD number (if applicable; for projects aligned with the
Drinking Water State Revolving Fund)

3. Broadband oroiects (EC 5.16-5.17):
. SPeeds/pricing tiers to be offered, including the speed/pricing of its affordability

offering
. Technology to be deployed
. Miles of fiber
. Cost per mile
. Cost per passing
. Number of households (broken out by households on Tribal lands and those not on

Tribal lands) projected to have increased access to broadband meeting the
minimum speed standards in areas that previously lacked access to service of at
least 25 Mbps download and 3 Mbps upload
o Number of households with access to minimum speed standard of reliable 100

Mbps symmetrical upload and download
o Number of households with access to minimum speed standard of reliable 100

Mbps download and 20 Mbps upload
¡ Number of institutions and businesses (broken out by institutions on Tribal lands

and those not on Tribal lands) projected to have increased access to broadband
meeting the minimum speed standards in areas that previously lacked access to
service of at least 25 Mbps download and 3 Mbps upload, in each of the following
categories: business, small business, elementary school, secondary school, higher
education institution, library, healthcare facility, and public safety organization
o Specify the number of each type of institution with access to the minimum speed

standard of reliable 100 Mbps symmetrical upload and download; and
o Specify the number of each type of institution with access to the minimum speed

standard of reliable 100 Mbps download and 20 Mbps uptoad

i. Distributions to NEUs - States and territories onlv (EC 7.4): lnformation on SLFRF
distributions to eligible NEUs. Each State and territory will be asked to provide an update
on distributions to individual NEUs, including whetherthe NEU has (1) received funding;
(2) declined funding and requested a transfer to the State under Section 603(c)(4) of thê
Act; or (3) not taken action on its funding. States and territories should be prepared to report
on their information, including the following:
o NEU name
. NEU DUNS number
. NEU Taxpayer ldentification Number (TlN)
. NEU Recipient Number (a unique identification code for each NEU assigned by the

State to the NEU as part of the request for funding)
. NEU contact information (e.9., address, point of contact name, point of contact email

address, and point of contact phone number)
. NEU authorized representative name and email address
¡ lnitial allocation and, if applicable, subsequent allocation to the NEU (before

application of the 75 percent cap)
. Total NEU reference budget (as submitted by the NEU to the State as part of the

request for funding)
. Amount of the initial and, if applicable, subsequent allocation above 75 percent of the

NEU's reference budget which will be returned to Treasury. Payment amount(s)
. Payment date(s)

co ro navi rus sHa: 
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For each eligible NEU that declined funding and requested a transfer to the State under
Section 603(c)(4), the State must atso attach a form signed by the NEU, as detailed in the
Guidance on Dístributions of Funds to n-Entitlement Units of Government

States with "weak" minor civil divisions (i.e., lllinois, lndiana, Kansas, Missouri, Nebraska,
North Dakota, Ohio, and South Dakota) should also list any minor civil divisions that the
State deemed ineligible.

rueU Oocumentation : Each NEU will also be asked to provide the following
information with their first report submitted by October 31,2021:. Copy of the signed award terms and conditions agreement (which was signed and

submitted to the State as part of the request for funding). CoPy of the signed assurances of compliance with Title Vl of the Civil Rights Act of
1964 (which was signed and submitted to the State as part of the requesl for funding). 9opy of actual budget documents validating the top-line budget total provided to the
State as part of the request for funding

).

C. Recovery Plan Performance Report

States, territories, metropolitan cities, and counties with a population that exceeds 250,000
residents will also be required to publish and submit to Treasury a Recovery Plan performance
report ("Recovery Plan"). Each Recovery Plan must be posted on the public-facing website of
the recipient by the same date the recipient submits the report to Treasury. Thls reporting
requirement includes uploading a link to the publicly available document ieport along witñ
providing data in the Treasury reporting portal.

The Recovery Plan will provide the public and Treasury information on the projects recipients
are undertaking with program funding and how they are planning to ensure program outcomes
are achieved in an effective, efficient, and equitable manner. While this guidance ouflines
so-me minimum requirements for the Recovery Plan, each recipient is encouraged to add
information to the plan they feel is appropriate to provide information to their conslituents on
efforts they are taking to respond to the pandemic and promote economic recovery. Each
jurisdiction may determine the general form and content of the Recovery plan, as lóng as it
includes the minimum information determined by Treasury. Treasury will provìde a
recommended template but recipients may modify this template as appropriate for their
jurisdiction. The Recovery Plan will include key performance indicators identified by the
recipient and some mandatory indicators identified by Treasury.

Theinitial RecoveryPlanwill covertheperiodfromthedateof awardtoJuly 31,2021 and
must be submitted to Treasury by August 31,2021. Thereafter, the Recovery Plan will cover
a 12-month period and recipients will be required to submit the report to Treasury within 30
days after the end of the 12-month period (by July 31). The table below summarizes the report
timelines:

Coronavirus State and Local Fiscal Recovery Funds
Compliance and Reporting Guidance

1 Award Date - July 31 ,202'l Auqust 31,2021
2 July 1, 2021 - June 30,2022 Julv 31 ,2022
3 July 1, 2022- June 30,2023 July 31 ,2023
4 July 1, 2023 - June 30,2024 July 31 ,2024
5 Ju ly 1 , 2024 - June 30, 2025 July 31 ,2025
6 July I ,2025 - June 30,2026 July 31 ,2026
7 July 1, 2026 - December 31 ,2026 March 31,2027

Annual Period Covered Due Date
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The Recovery Plan will include, at a minimum, the following information:

1. Executive Summary
Provide a high-level overview of the jurisdiction's intended and actual uses of funding
including, but not limited to: the jurisdiction's plan for use of funds to promote a response to
the pandemic and economic recovery, key outcome goals, progress to date on those
outcomes, and any noteworthy challenges or opportunities identified during the reporting
period.

2. Uses of Funds
Describe in further detail your jurisdiction's intended and actual uses of the funds, such as
how your jurisdiction's approach would help support a strong and equitable recovery from the
COVID-19 pandemic and economic downturn. Describe any strategies employed to maximize
programmatic impact and effective, efficient, and equitable outcomes. Given the broad eligible
uses of funds and the specific needs of the jurisdiction, please also explain how the fùnds
would support the communities, populations, or individuals in your jurisdiction. your
description should address how you are promoting each of the following, io the extent they
apply:
a. Pqblic Health (EC 1): As relevant, describe how funds are being used to respond to

COVID-19 and the broader health impacts of COVID-19 and the COVID-19 pubtic heatth
emergency.

b. Neoative Economic lmpacts (EC 2): As relevant, describe how funds are being used to
respond to negative economic impacts of the COVID-19 public health emergency,
including to households and small businesses.

c. Services to Disproportionately lmpacted Communities (EC 3): As relevant, describe how
fund_s are being used to provide services to communities disproportionately impacted by
the COVID-19 public health emergency.

d. Premium Pav (EC 4): As relevant, describe the approach, goals, and sectors or
occupations served in any premium pay program. Describe how your approach prioritizes
low-income workers.

e. Water. sewer. and broadband infrastructure (EC 5): Describe the approach, goals, and
types of projects being pursued, if pursuing.

f. Revenue Replacement (EC 6): Describe the loss in revenue due to the COVID-19 public
health emergency and how funds have been used to provide government services.

Where appropriate, recipients should also include information on your jurisdiction's use (or
planned use) of other federal recovery funds including other programs under the American
Rescue Plan such as the Emergency RentalAssistance, Housing Assistance, and so forth, to
provide broader context on the overall approach for pandemic recovery.

3. Promoting equitable outcomes
Describe efforts to promote equitable outcomes, including how programs were designed with
equity in mind. Please include in your description how your jurisdiction will conðider and
measure equity at the various stages of the program, including:
a. Çoals: Are there particular historically underserved, marginalized, or adversely affected

groups that you intend to serve within your jurisdiction?
b. Awareness: How equal and practical is the ability for residents or businesses to become

aware of the services funded by the SLFRF?
c. Access and Distribution: Are there differences in levels of access to benefits and services

across groups? Are there administrative requirements that result in disparities in ability to
complete applications or meet eligibility criteria?

Coronavirus State and Local Fiscal Recovery Funds
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d. Outcomes. Are intended outcomes focused on closing gaps, reaching universal levels of
service, or disaggregating progress by race, ethnicity, and other equity dimensions
where relevant for the policy objective?

Treasury encourages uses of funds that promote strong, equitable growth, including racial
equity. Please describe how your jurisdiction's planned or current use of funds prioritizes
economic and racial equity as a goal, names specific targets intended to produce meaningful
equity results at scale, and articulates the strategies to achieve those targets. ln addition,
please explain how your jurisdiction's overallequity strategy translates into the specific
services or programs offered by your jurisdiction in the following Expenditure Categories:
a. Negative Economic lmoacts (EC 2): assistance to households, small businesses, and

non-profits to address impacts of the pandemic, which have been most severe among
low-income populations. This includes assistance with food, housing, and other needs;
employment programs for people with barriers to employment who faced negative
economic impacts from the pandemic (such as residents of low-income neighborhoods,
minorities, disconnected youth, the unemployed, formerly incarcerated people, veterans,
and people with disabilities); and other strategies that provide disadvantaged groups with
access to education, jobs, and opportunity.

b. Services to Disproportionatelv lmpacted Communities (EC 3): services to address health
disparities and the social determinants of health, build stronger neighborhoods and
communities (e.9., affordable housing), address educational disparities (e.9., evidence-
based tutoring, community schools, and academic, social-emotional, and mental health
supports for high poverty schools), and promote healthy childhood environments (e.g.,
home visiting, child care).

The initial report must describe efforts to date and intended outcomes to promote equity.
Each annual report thereafter must provide an update, using qualitative and quantitative
data, on how the recipients' approach achieved or promoted equitable outcomes or
progressed against equity goals during the performance period. Please also describe any
constraints or challenges that impacted project success in terms of increasing equity. ln
particular, this section must describe the geographic and demographic distribution of
funding, including whether it is targeted toward traditionally marginalized communities.

For the purposes of the SLFRF, equity is defined in the Executive Order 13985 On Advancing
Racial Eouitv and Suo for Underserved Communities Throuoh th e Federal Government.
as issued on January 20,2021.

4. Community Engagement
Please describe how your jurisdiction's planned or current use of funds incorporates written,
oral, and other forms of input that capture diverse feedback from constituents, community-
based organizations, and the communities themselves. Where relevant, this description must
include how funds will build the capacity of community organizations to serve people with
significant barriers to services, including people of color, people with low incomes, limited
English proficient populations, and other traditionally underserved groups.

5. Labor Practices
Describe workforce practices on any infrastructure projects being pursued (EC 5). How are
projects using strong labor standards to promote effective and efficient delivery of high-quality
infrastructure projects while also supporting the economic recovery through strong
employment opportunities for workers? For example, report whether any of the following
practices are being utilized: project labor agreements, community benefits agreements,
prevailing wage requirements, and local hiring.

Coronavirus State and Local Fiscal Recovery Funds
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6. Use of Evidence
The Recovery Plan should identify whether SLFRF funds are being used for evidence-based
interventions2o andlor if projects are being evaluated through rigorous program evaluations
that are designed to build evidence. Recipients must briefly describe the goals of the project,
and the evidence base for the interventions funded by the project. Recipients must specifically
identify the dollar amount of the total project spending that is allocated towards evidence-
based interventions for each project in the Public Health (EC 1), Negative Economic lmpacts
(EC 2), and Services to Disproportionately lmpacted Communities (EC 3) Expenditure
Categories.2

Recipients are exempt from reporting on evidence-based interventions in cases where a
program evaluation is being conducted. Recipients are encouraged to use relevant evidence
Clearinghouses, among other sources, to assess the level of evidence for their interventions
and identify evidence-based models that could be applied in their jurisdiction; such evidence
clearinghouses include the U.S. Department of Education's What Works Clearinghouse, the
U.S. Department of Labor's CLEAR, and the Childcare & Early Education Research
Connections and the Home Visiting Evidence of Effectiúeness clearinghouses from
Administration for Children and Families, as well as other clearinghouses relevant to particular
projects conducted by the recipient. ln such cases where a recipient is conducting a program
evaluation in lieu of reporting the amount of spending on evidence-based interventions, they
must describe the evaluation design including whether it is a randomized or quasi-
experimental design; the key research questions being evaluated; whether the study has
sufficient statistical power to disaggregate outcomes by demographics; and the timeframe for
the completion of the evaluation (including a link to completed evaluation if relevant).22 Once
the evaluation has been completed, recipients must post the evaluation publicly and link to the
completed evaluation in the Recovery Plan. Once an evaluation has been completed (or has
sufficient interim findings to determine the efficacy of the intervention), recipients should
determine whether the spending for the evaluated interventions should be counted towards
the dollar amount categorized as evidence-based for the relevant pQect.

For all projects, recipients may be selected to participate in a national evaluation, which would
study their project along with similar projects in other jurisdictions that are focused on the same
set of outcomes. ln such cases, recipients may be asked to share information and data that is
needed for the national evaluation.

Recipients are encouraged to consider how a Learning Agenda, either narrowly focused on
SLFRF or broadly focused on the recipient's broader policy agenda, could support their
overarching evaluation efforts in order to create an evidence-building strategy for their
jurisdiction.23

Appendix 2 contains additional information on evidence-based interventions for the purposes
of the Recovery Plan.

20As noted in Appendix 2, evidence-based refers to interventions with strong or moderate levels of
evidence.
21 Of note, recipients are only required to report the amount of the total funds that are allocated to
evidence-based interventions in the areas of Public Health, Negative Economic lmpacts, and Services
to Disproportionately lmpacted Communities that are marked by an asterisk in Appendix 1:
Expenditure Categories.
22 For more information on the required standards for program evaluation, see OMB M-20-i2.
23 For more information on learning agendas, please see 
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7. Table of Expenses by Expenditure Gategory
Please include a table listing the amount of funds used in each Expenditure Category (See
Appendix 1). The table should include cumulative expenses to date within each category, and
the additional amount spent within each category since the last annual Recovery Plan.

8. Project lnventory
List the name and provide a brief description of all SLFRF funded projects. Projects are new
or existing eligible government services or investments funded in whole or in part by SLFRF
funding. For each project, include the project name, funding amount, identification number
(created by the recipient and used thereafter in the quarterly Program and Expenditure
Report), project Expenditure Category (see Appendix 1), and a description of the prolect which
includes an overview of the main activities of the project, the approximate timeline, primary
delivery mechanisms and partners, if applicable, and intended outcomes. lnclude a link to the
website of the project if available. This information will provide context and additional detail
for the information reported quarterly in the Project and Expenditure Report.

For infrastructure investment prolects (EC 5), project-level reporting will be more detailed, as
described for the Prolect and Expenditure Report above. Projects in this area may be grouped
by Expenditure Category if needed, with further detail (such as the specific project name and
identification number) provided in the Project and Expenditure Report. For infrastructure
projects, descriptions should note how the project contributes to addressing climate change.

9. Performance Report
The Recovery Plan must include key performance indicators for the major SLFRF funded
projects undertaken by the recipient. The recipient has flexibility in terms of how this
information is presented in the Recovery Plan, and may report key performance indicators for
each project, or may group projects with substantially similar goals and the same outcome
measures. ln some cases, the recipient may choose to include some indicators for each
individual project as well as crosscutting indicators.

Performance indicators should include both output and outcome measures. Output measures,
such as number of students enrolled in an early learning program, provide valuable information
about the early implementation stages of a project. Outcome measures, such as the percent
of students reading on grade level, provide information about whether a project is achieving
its overall goals. Recipients are encouraged to use logic models2a to identify their output anð
outcome measures. While the initial report will focus heavily on early output goals, recipients
must include the related outcome goal for each project and provide updated information on
achieving these outcome goals in annual reports. ln cases where recipients are conducting a
program evaluation for a project (as described above), the outcome measures in the
performance report should be aligned with those being evaluated in the program. To support
their performance measurement and program improvement efforts, recipients are permitted to
use funds to make improvements to data or technology infrastructure and data analytics, as
well as program evaluations.

10. Required Performance lndicators and Programmatic Data
\lúhile recipients have discretion on the full suite of performance indicators to include, a number
of mandatory performance indicators and programmatic data must be included. These are
necessary to allow Treasury to conduct oversight as well as understand and aggregate
program outcomes across recipients. This section provides an overview of the mandatory
performance indicators and programmatic data. This information may be included in each
recipient's Recovery Plan as they determine most appropriate, including combining with the

24 A logic model is a tool that depicts the intended links between program investments and outcomes,
specifically the relationships among the resources, activities, outputs, outcomes, and impact of aprogram. 

\
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section above, but this data will also need to be entered directly into the Treasury reporting
portal. Below is a list of required data for each Expenditure Category:

Household Assistance (EC 2.2 & 2.5) and Housing Suoport (EC 3.10-3.12):
. Number of people or households receiving eviction prevention services (including legal

representation)
. Number of affordable housing units preserved or developed

b. Negative Economic lmpacts (EC 2):
. Number of workers enrolled in sectoral job training programs
. Number of workers completing sectoral job training programs
. Number of people participating in summer youth employment programs

c. Education Assistance (EC 3.1-3.5):
. Number of students participating in evidence-based tutoring programs2s

d. Healthy Childhood Environments (EC 3.6-3.9):
. Number of children served by childcare and early learning (pre-school/pre-l(ages 3-

5)
. Number of families served by home visiting

The initial report should include the key indicators above. Each annual report thereafter should
include updated data for the performance period as well as prior period data, and a brief
narrative adding any additional context to help the reader interpret the results and understand
the any changes in performance indicators over time. To the extent possible, Treasury also
encourages recipients to provide data disaggregated by race, ethnicity, gender, income, and
other relevant factors.

ll.lneligible Activities: Tax offset Provision (states and territories only)
The following information is required for Treasury to ensure SLFRF funding is not used for
ineligible activities.

ln each reporting year, States and territories will report certain items related to the Tax Offset
Provision 31 CFR 35.8, as detailed below. As indicated in the lnterim Final Rule, Treasury is
seeking comment on reporting requirements related to the Tax Offset Provision, including
ways to better rely on information already produced by States and territories and to minimize
burden.

The terms "reporting year," "baseline," "covered change," "net reduction in total spending," and
"tax revenue" are defined in the lnterim Final Rule, 31 CFR 35.3. For purposes of calculating
a net reduction in total spending, total spending for the fiscal year ending 2019 should be
reported on an inflation-adjusted basis, consistent with the lnterim Final Rule, 31 CFR 35.3.
Similarly, for purposes of calculating baseline, tax revenue for the fiscal year 2019 should be
reported on an inflation-adjusted basis, consistentwith the lnterim Final Rule, 31 CFR 35.3.

For purposes of reporting actual tax revenue and calculating tax revenue for the fiscal year
ending 2019,26 (a) if available, recipients should report information using audited financials
and (b) recipients may provide data on a cash, accrual, or modified accrual basis, but must be
consistent in their approach across all reporting periods. Similarly, for purposes of calculating

25 For more information on evidence-based tutoring programs, refer to the U.S. Department of
Education's 2021 ED COVID-19 Handbook (Volume 2), which summarizes research on evidence-
based tutoring programs (see the bottom of page 20.
26 Tax revenue for fiscal year ending 2019 is relevant for calculating the recipient's baseline.
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a net reduction in total spending, recipients should report data using audited financials where
available.

a. Revenue-reducing Covered Changes:
For each reporting year, a recipient must report the value of covered changes that the
recipient predicts will have the effect of reducing tax revenue in a given reporting year
(revenue-reducing covered changes), similar to the way it would in the ordinary course of
its budgeting process. The value of these covered changes may be reported based on
estimated values produced by a budget model, incorporating reasonable assumptions,
that aligns with the recipient government's existing approach for measuring the effects of
fiscal policies, and that measures relative to a current law baseline. The covered changes
may also be reported based on actual values using a statistical methodology to isolate the
change in year-over-year revenue attributable to the covered change(s), relative to the
current law baseline prior to the change(s). Estimation approaches should not use
dynamic methodologies that incorporate the projected effects of the policies on
macroeconomic growth. ln general and where possible, reported values should be
produced by the agency of the recipient government responsible for estimating the costs
and effects of fiscal policy changes. Recipients must maintain records regarding the
identification and predicted etfects of revenue-reducing covered changes.

b. Baseline Revenue:
Baseline has the meaning defined in the lnterim Final Rule, 31 CFR 35.3.

Whether the revenue-reducing covered changes are in excess of the de minimis.
Recipients must determine whether the aggregate value of the revenue-reducing covered
changes in the reporting year is less than one percent of baseline revenue.

c. Actual Tax Revenue:
Actualtax revenue means the actual tax revenue received by the recipient government in
the reporting year. Tax revenue has the meaning defined in the lnterim Final Rule, 31 CFR
35.3.

d. Reduction in Net Tax Revenue:
The reduction in net tax revenue is equal to baseline revenue minus actual tax revenue in
each reporting year. lf this value is zero or negative, there is no reduction in net tax
revenue.

e. Any revenue-increasing covered changes:
A recipient must report the value of covered changes that have had or that the recipient
predicts will have the effect of increasing tax revenue in a given reporting year (revenue-
increasing covered changes), similar to the way it would in the ordinary course of its
budgeting process. The value of these covered changes may be reported based on
estimated values produced by a budget model, incorporating reasonable assumptions,
that aligns with the recipient's existing approach for measuring the effects of fiscal policies,
and that measures relative to a current law baseline. The covered changes may also be
reported based on actual values using a statistical methodology to isolate the change in
year-over-year revenue attributable to the covered change(s), relative to the current law
baseline prior to the change(s). Estimation approaches should not use dynamic
methodologies that incorporate the projected effects of the policies on macroeconomic
growth. ln general and where possible, reporting should be produced by the agency of
the recipient responsible for estimating the costs and effects of fiscal policy changes.

Coronavirus State and Local Fiscal Recovery Funds
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Recipients should maintain records regarding revenue-reducing covered changes and
estimates of such changes.

Net reduction in total spending. and tables of specific soending cuts:
Recipients must report on spending cuts. To calculate the amount of spending cuts that
are available to offset a reduction in tax revenue, the recipient must first consider whether
there has been a reduction in total net spending, excluding Fiscal Recovery Funds (net
reduction in total spending). As in the lnterim Final Rule, 35 CFR 35.3, net reduction in
total spending is measured as the recipient government's total spending for a given
reporting year excluding Fiscal Recovery Funds, subtracted from its total spending for its
fiscal yearending in 2019, adjusted for inflation using the Bureau of Economic nnálysis's
lmplicit Price Deflator for the gross domestic product of the United States. li tfrat
subtraction yields a positive value, there has been a net reduction; if it yields zeto or a
negative value, there has not been a net reduction. lf there has been no net reduction in
total spending, a recipient will have no spending cuts to offset a reduction in net tax
revenue.

Next, a recipient must determine and aggregate the value of spending cuts in each
"reporting unit," as defined below. For each reporting unit, the reeipient must report (1) the
amount of the reduction in spending in the reporting unit relative to its inflation-adjusted
FY 2019 level, (2) the amount of any Fiscal Recovery Funds spent in the reporting unit,
and (3) the amount by which the reduction in spending exceeds the Fiscal Recovery funds
spent in the reporting unit. lf a recipient has not spent amounts received from the Fiscal
Recovery Funds in a reporting unit, the full amount of the reduction in spending counts as
a covered spending cut and may be included in aggregate spending cuts. lf the recipient
has spent amounts received from the Fiscal Recovery Funds, such amounts generally
would be deemed to have replaced the amount of spending cut, and only reductions in
spending above the amount of Fiscal Recovery Funds spent on the reporting unit would
be eligible to offset a reduction in net tax revenue. Only such amounts above the amount
of Fiscal Recovery Funds spent on the reporting unit should be included in the aggregate
of spending cuts.

To align with existing reporting and accounting, the lnterim Final Rule considers the
department, agency, or authority from which spending has been cut and whether the
recipient government has spent amounts received from the Fiscal Recovery Funds on that
same department, agency, or authority. Recipients may also choose to report at a more
granula¡ sub-department level. Recipients are encouraged to define and report spending
in departments, sub-departments (e.g., bureaus), agencies, or authorities (each a
"reporting unit") in a manner consistent with their existing budget process and should, to
the extent possible, report using the same reporting unit in each reporting year. For
example, if a State health department maintains separate budgets for different units (e.g.,
medical and public health units), those units may be reported and considered separately.
Spending cuts must be reported relative to FY 2019 spending levels, adjusted for inflation,
and excluding Fiscal Recovery Funds from reporting year spending levels.

Recipients should maintain records regarding spending cuts. As discussed in the lnterim
Final Rule, in order to help ensure governments use Fiscal Recovery Funds in a manner
consistent with the prescribed eligible uses and do not use Fiscal Recovery Funds to
indirectly offset a reduction in net tax revenue resulting from a covered change, Treasury
will monitor changes in spending throughout the covered period. Evasions of the Tax
Offset Provision may be subject to recoupment.

Coronavirus State and Local Fiscal Recovery Funds
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Appendix I : Expenditure Gategories

The Expenditure Categories (EC) listed below must be used to categorize each project as
noted in Part2 above. The term "Expenditure Category" refers to the detailed level (e.g., 1.1
COVID-l0Vaccination). Whenreferredtoasacategory(e.g.,EC1)itincludesattExpenditure
Categories within that level.

Goronavirus State and Local Fiscal Recovery Funds
Compliance and Reporting Guidance

1.1 COVID-l9 Vaccination ^
1.2 COVID-19 Testing ^
1.3 COVID-19 Contact Tracing
1.4 Prevention in Congregate Setti ngs (Nursing Homes, Prisons/Jails, Dense Work Sites,

Schools, etc.)*
1.5 Personal Protective Equipment
1.6 Medical Expenses (including Alternative Care Facitities)
1.7 Capital lnvestments or Physical Plant Changes to Public Facilities that respond to the

COVID-19 oublic hea Ith emerqencv
Health Expenses (including Communications, Enforcement,1.8 Other COVID-19 Public

lsolation/Quarantine
Payroll Costs
covtD-19

for Public Health, Safety, and Other Pubtic Sector Staff Responding to1.9

1.10 Mental Health Services*
1.11 Substance Use Services*

2.1 Household Assistance: Food Programs* ^

1.12 Other Public Health Services

2.2 Hou sehold Assistance: Rent, Mortqaoe. and Utilitv Aid. ^2.3 Household Assistance: Cash Transfers* ^
2.4 Household Assistance: lnternet Access Programs* ^
2.5 Household Assistance: Eviction Prevention* ^
2.6 Unemployment Benefits or Cash Assistance to Unemployed Workers*
2.7 Job rraining Assistance (e.9., sectoraljob-training, subsidized Employment,

Employment Supports or lncentives)" ^2.8 Contributions to Ul Trust Funds
2.9 Small Business Economic Assistance (General)* ^
2.10 Aid to Nonprofit Organizations*
2.11 Aid to Tourism, Travel, or Hospitality
2.12 Aid to Other lmpacted lndustries
213 Other Economic Support* ^

3.1 Education Assistance: Early Learning* ^

2.14 Rehiring Public Sector Staff

3.2 Education Assistance: Aid to High-Poverty Districts ^3.3 Education Assistance: Academic Services* ^3.4 EducationAssistance: Social Emotional and Mental Health Services* ^3.5 Education Assistance: Other* ^
3.6 Healthy Childhood Environments: Child Care* ^
3.7 Healthy Childhood Environments: Home Visiting* ^3.8 Healthy Childhood Environments: Services to Foster Youth or Families lnvolved in

Child Welfare System* ^
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3.9 Healthy Childhood Environments: Other* ^
3.10 Housing Support: Affordable Housing* ^
3.11 Housing Support: Services for Unhoused Persons* ^
3.12 Housing Support: Other Housing Assistance* ^
3.13 Social Determinants of Health: Other* ^
3. 1 4 Social Determinants of H ea Ith Com mun ity Health Worke rS or Benefits Navi gators*
3.15 Social Determinants of Health: Lead Remediation ^
3.16 Social Determinants of Health: Commun ity Violence lnterventions* ^

4.1 Public Sector Employees
4.2 Private Sector: Grants to Other Employers

5.1 Clean Water: Centralized Wastewater Treatment
5.2 Clean Water: Centralized Wastewater Collection and Conveyance
5.3 Clean Water: Decentralized Wastewater
5.4 Clean Water: Combined Sewer Overflows
5.5 Clean Water: Other Sewer lnfrastructure
5.6 Clean Water: Stormwater
5.7 Clean Water: Energy Conservation
5.8 Clean Water: Water Conservation
5.9 Clean Water: Nonpoint Source
5.10 Drinking water: Treatment
5.11 Drinking water: Transmission & Distribution
5.12 Drinking water: Transmission & Distribution: Lead Remediation
5.13 Drinking water: Source
5.14 Drinking water: Storage
5.15 Drinking water: Otherwater infrastructure
5.16 Broadband: "Last Mile" projects

5.17 Broadband: Other

6.1 Provision of Government Services

7.1 AdministrativeExpenses
7.2 Evaluation and Data Analysis
7.3 Transfers to Other Units of Government
7.4 Transfers to Non-entitlement Units (States and territories only)

*Denotes areas where recipients must identify the amount of the total funds that are allocated
to evidence-based interventions (see Use of Evidence section above for details)

^Denotes areas where recipients must report on whether projects are primarily serving
disadvantaged communities (see Project Demographic Distribution section above for details)

27 Definitions for water and sewer Expenditure Categories can be found in the EPA's handbooks. For
"clean wate/' expenditure category definitions, please see:
https://www.epa.gov/sites/oroduction/files/2018-03/documents/cwdefinitions pdf. For "drinking water"
expenditure category definitions, please see: https://www.epa.qov/dwsrf/drinking-water-state-
revolvinq-fund-national-information-manaqement-system-reports.

Coronavirus State and Local Fiscal Recovery Funds
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Appendix 2: Evidenced-Based lntervention Additional lnformation

What is evidence-based?
For the purposes of the SLFRF, evidence-based refers to interventions with strong or
moderate evidence as defined below:

Strong evidence means the evidence base that can support causal conclusions for the specific
program proposed by the applicant with the highest level of confidence. This consists of one
or more well-designed and well-implemented experimental studies conducted on the proposed
program with positive findings on one or more intended outcomes.

Moderate evidence means that there is a reasonably developed evidence base that can
support causal conclusions. The evidence base consists of one or more quasi-experimental
studies with positive findings on one or more intended outcomes OR two or more non-
experimental studies with positive findings on one or more intended outcomes. Examples of
research that meet the standards include: well-designed and well-implemented quasi-
experimental studies that compare outcomes between the group receiving the intervention
and a matched comparison group (i.e., a similar population that does not receive the
intervention).

Preliminary evidence means that the evidence base can support conclusions about the
program's contribution to observed outcomes. The evidence base consists of at least one non-
experimental study. A study that demonstrates improvement in program beneficiaries over
time on one or more intended outcomes OR an implementation (process evafuation) study
used to learn and improve program operations would constitute preliminary evidence.
Examples of research that meet the standards include: (1) outcome studies that track program
beneficiaries through a service pipeline and measure beneficiaries' responses at the end of
the program; and (2) pre- and post-test research that determines whether beneficiaries have
improved on an intended outcome.

Coronavirus State and Local Fiscal Recovery Funds
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Revision Log

1.0 June 17,2021 lnitial publication
1.1 June 24,2021 , removed references to "summary" level with

respect to reporting by Expenditure Categories in the
lnterim Report to avoid confusion.
Pg. 13, revísed the coverage period end date for the
lnterim Report from June 30,2021to July 31,2021 to
align with the lFR.
Pg. 13, removed references to "summary" level with
respect to reporting by Expenditure Categories in the
lnterim Report to avoid confusion.
Pg. 31, removed references to "summary level" with
respect to Expenditure Categories in Appendix 1 to
avoid confusion.

a

a

a

a

Pg. 12

of esVersion Date Published Summa
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ATTACHMENT D

SCOPE OF WORK

The Board of Commissioners is directing up to $3,000,000 to small business relief using federal
ARPA funding, of which $500,000 is to be allocated specifically to businesses and nonprofits
that provide child care services in Clallam County, with the remaining $2,500,000 allocated to
other eligible small businesses and nonprofits located in Clallam County whose operations and
financial condition were adversely impacted by the COVID-I9 public health emergency,
including a reduction in revenues, increase in operating costs related to implementing COVID-19
prevention or mitigation tactics or due to other operating cost increases experienced during the
pandemic, business disruption or closure, event cancellation, andlor other similar circumstãnces
during the pandemic that created a financial hardship. These funds must be fully distributed by
December 3I,2024. The intent of this grant is to provide economic support grants through the
Lifeboat3 Program based on applicants meeting the eligible businesses and non-profit criteria
outlined in Item 1 below.

The Clallam County Economic Development Council ("CCEDC") will be responsible for
overseeing the program based upon the eligibility criteria, funding uses and process and deadline
for distribution outlined below. All funds outlined above must be fully distributed no later than
December 31,2024

1. Eligible Businesses and Non-Profit Organizations

Businesses and Non-Profît Organizations seeking ARPA funding through this program must:

o Be a Washington licensed business or non-profrt organization active in the state of
Washington, physically located and doing business in Clallam County;

o All business and non-profit types are eligible, however additional consideration will
be given to the following:

a. Small businesses who previously applied and qualified for funding through
Working Washington grants or prior Lifeboat grants that received no funding;

b. Small businesses who qualified for the 2"d PPP round of funding due to
incurring a25Yo or more reduction in revenues in a quarter, but did not receive
a 2nd ppp loan;

c. Startup businesses that commenced operations in20l9 or 2020 that were
negatively impacted by the COVID public health emergency through
additional costs associated with COVID-19 mitigating tactics or incurred
higher operating costs due to the pandemic, whose business is in an industry
specifically impacted by COVID-I9,that experience a loss of expected startup
capital due to the economic impacts and uncertainty of the pandemic, or due
to other similar circumstances;

10
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d. Fishing guides that did not qualify for any state or federal assistance programs
during the pandemic;

e. Small businesses banking through large national banks that had limited
funding made available through ppp loans;

f. Restaurants;

g. Non-profits whose revenue declined significantly due to cancellation of events
due to COVID;

h. Small businesses that were required to handle COVID patients but did not
receive funding to cover related expenses;

i. Event planner and festival operators negatively impacted by the COVID
pandemic who did not qualify for any local, state or federal assistance
programs;

j. Businesses that changed their business type in 2019 or 2020 who meet all
other criteria are eligible;

Have an active business license and UBI in V/ashington State;

Have a physical business or non-profit address in Clallam County;

Have been in operation since December 2020 or earlier;

Have not been debarred by the Federal Government;

Not have any delinquent L&I tax debts, or any license violations at the time of award
of Lifeboat3 funding;

Receipt of Paycheck Protection Program (PPP) funds, EIDL Loan grants or funds, or
CARES funding does not disqualify applicants, however applicants must include this
information to ensure we do not reimburse a business for funds that the federal
government already provided funds to support so as to avoid duplication of
reimbursement of eligible expenses;

Must certify that they have been negatively impacted by the CoVlD-related
emergency public health protections that were or are in place and,lor been subject to
mandatory full or partial business closure any time after March 1,2020 due tõ the
COVID-I9 public health emergency andlor the Governor's-related executive orders;

Must certify that grant funds received will only be used for eligible operating
expenses connected to the COVID-I9 emergency and not be spent on an expense that
has been funded by any other funder (whether private, Local, State or Federal);

Applicants must return an IRS form W-9 before they can receive any Lifeboat3
awarded funding.

a

a

a

o
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o Grant limitations: one Lifeboat3 Small Business Grant per owner/business/non-profit
entity or franchise holder.

2. Eligible Operating Costs

Funds are available to reimburse eligible business-related operating expenses incurred from
March 1,2020 thru December 31, 2024.

Businesses MAY Nor use the funding for the following activities:

' Any expense that would not be considered an eligible business expense by IRS rules;
. Any expense incurred prior to March 1,2020;
o Politicalcontributions;
o Bonuses to owners or employees;
o Charitablecontributions;
. Gifts or parties;
o Draw or salary to owner that exceeded the amount that they were paid on a weekly or

monthly basis for the same period in2019 (excluding startup businesses that commenced
operations in2019 or 2020);

. Pay down or pay off debt;

' Any expense paid for through PPP loan funds, EIDL Loan or EIDL target or
supplemental grant funds or other CARES funds;

o Legal settlements;
o Damages covered by insurance; and
. Capital Expenditures (outside of capital expenditures made to physical plant to enable

social distancing, enhanced cleaning efforts, barriers or partitions, or other similar
COVID mitigation improvements which are eligible).

3. Program Funding and Award Amount

The County shall make $3,000,000 of ARPA funds available to the Lifeboat3 program that
will be paid to CCEDC following receipt and approval of monthly A-1Ô equivalent
reimbursement requests submitted by CCEDC detailing the small business and nõn-profit
economic support grants to be disbursed by CCEDC based on eligible applications received,
reviewed and certified by the Subrecipient as meeting the eligibility requirements herein until
such ARPA funds are depleted. The amount of each small business and non-profit economic
support grant under the Lifeboat3 program shall range from $5,000 up to a maximum of
$20,000. [n the event that CCEDC identifies an applicant for which it believes an award in
excess of $20,000 is warranted based on the demonstrated severity of the negative economic
impact sustained by the applicant due to the COVID public health 

"-"tg.n.y, 
the importance

of the applicant's business/organization to the local economy of the Count¡ the significance
of mitigation actions taken by the applicant during the COVID pandemic for which no prior
reimbursement funding was provided, and other relevant factors, the CCEDC may request
approval of an award amount higher than the $20,000 maximum from the County. Approval

12
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of such a request will be subject to the County receiving, reviewing and approving of
sufficient additional justification and documentation to be provided by the CCEDC that
supports the higher requested grant amount to be awarded.

All funds are to be disbursed no later than December 31, 2024.

4. Promotion of Equitable Outcomes & Planned Program Awareness Outreach Efforts

Clallam County is a geographically large, rural county which has historically been an
economically distressed by federal and state standards. The entire county is considered a
Difficult Development Area according to HUD's 202I maps.

Based on the underinvestment of the County relative to populous thriving locations to east of
the County, much of the County could also be considered underserved from an equity
standpoint.

The County has three Qualified Census Tracts in Clallam County. One is the census tract
enveloping the City of Forks and the other two are within the City of Port Angeles. In
promoting the Lifeboat3 program, CCEDC will place special emphasis on outreach to
businesses operating within these three census tract areas.

Clallam County also has alarge Hispanic and Guatemalan population in the western side of
the County and in the City of Forks. Additionally, the County has four tribes residing within
it. One of those tribes has thrived economically and is one of the County's largest
employers, while the other, very remote tribes, have not. As part of its program outreach
efforts, CCEDC will reach out to tribal representatives to ensure they are aware of the
Lifeboat3 grant program.

The CCEDC will measure equity to ensure businesses within hard-to-reach populations in the
more remote western area of the county are made aware of the program, with outreach goals
including:
. Reaching out to four west end community and religious organizations where minorities

are members (First Baptist Church of Forks, Queen of Angeles in PA , St. Joes in
Sequim);

. Having flyers available and asking to speak during their service announcements (if
COVID protocols allow);

. Coordinating with the Center for Inclusive Entrepreneurship to ensure one-on-one
counseling is available; and

. Having the Lifeboat3 application translated to Spanish and Nam (Guatemalan language
spoken in Forks) and having a translator available if needed.

Buildins Prosram Awarenes s, Access and Distribution:

with over 6,000 businesses in Clallam County, the goal of reaching every small
business owner will be a challenge. CCEDC's will leverage its relationships with its
city and local partners (Chambers of Commerce, United Way, Food Banks and the
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Center for Inclusive Entrepreneurship) which it has utilized in the past in promoting
similar programs as part of its planned outreach and marketing efforts to reach as many
small business owners as possible, including those who were unable to access earlier
CARES Act funds.
To provide adequate time for the CCEDC and its partners to reach as many small
businesses in the County as possible, CCEDC will keep the Lifeboat3 application
window open for 90 days.
CCEDC will also use its weekly newsletters to promote the Lifeboat3 program to the
newsletter's over I 0,000 subscribers.
CCEDC will also promote the program through its ChooseClallamFirst.com business
resource website, as well through its Facebook and Instagram Accounts which generate
tens of thousands of social media views.

Application submission and Award Determination Timeline & process:

The first window to apply for Lifeboat3 grants will open on Tuesday, August 17, 2021 at 4
pm at which time the application portal link on ChooseClallamFirst.com will open.

Clallam businesses and non-proht organizations will have a 90-d,ay window to apply.
Applicants can apply at any time in the 90 day window.

The first application window will close at 4pm on Monday, Novembe r 15, 2021.

Applications will be reviewed by the Clallam County EDC team to verify the application
requirements.

Complete and eligible applications will be forwarded to the Clallam County Lifeboat3
Selection Committee for their grading and review.

The Lifeboat3 Grant Selection Committee is comprised of nine members representing the
following groups:

o Port Angeles Regional Chamber of Commerce
o Sequim Dungeness Chamber of Commerce
o Forks Chamber of Commerce
o City of Port Angeles
o City of Sequim
o City of Forks
o United V/ay
o Center For Inclusive Entrepreneurship
o Dr. Lynn Keenan (representing all Child Care Providers in Clallam County).

The Lifeboat3 Grant Selection Committee will review all qualified applications for the
Lifeboat3 program. Grant selection will occur on a points-based system. lJtilizing a
complete list of all Clallam County businesses which have previously received CARES Àct
Grants, points will be deducted from an applicant's score to the extent the applicant has
previously received a CARES Act-funded grant. If any member of the Clailám County

I4
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Lifeboat3 Selection Committee has a conflict of interest in regard to an application that
committee member will not grade the application and instead the average score from other
committee members will be used.

Once it is determined all eligibility criteria outlined in 'oltem 1. Eligible Businesses and Non-
Profit Otganizations" above have been met and award amounts are determined by the
Clallam County Lifeboat3 Selection Committee following conclusion of their applióation
grading and review process, CCEDC will prepare and submit an A-19 ôquivalent
reimbursement request to the County for approval.

Once approval of the related A-19 reimbursement request for such applications has been
received from the County, approved applicants will enter into a contract -ittt CCpnC.

6. Disbursement of Funds to Businesses and Non-profit Recipients

For Lifeboat3 grants to small businesses and non-profit organizations, funding will be
disbursed by CCEDC to applicants within 10 business days following CCEDÓ's receipt of
(1) a signed contract from the approved applicant, (2) acompleted W-9 from the applicant,
and (3) the ARPA Reimbursement Request Funds covering such grants from the Cùnty.

7. Reporting

CCEDC shall submit a monthly report on applications received, and provide an A-19
equivalent report and signed certification detailing funds disbursed to each business and non-
profit.

CCEDC shall maintain all documentation regarding the grants awarded and disbursed
through the contract period and will provide those materials to Clallam County electronically
for future audit or other use.
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ATTACHMENT E

COMPENSATION

To achieve the elements outlined in Exhibit A: Scope of Work, CCEDC's compensation for its
indirect administrative costs of the program during the contract period shall not exceed lTyo of
the ARPA funding provided to the Subrecipient and disbursed under the program, or up to
$300,000, with such compensation to be paid to the Subrecipient by the County as follows:

o 7.67%o, or up to $230,000, shall be paid from the County's Opportunity Fund, with the
stipulation that such funds must be applied entirely toward financing the costs of
personnel utilized by CCEDC in support of its operations including performance of its
duties under this Agreement ; and

o 2.33Yo, or up to $70,000, shall be paid from the ARPA funds paid to the Subrecipient by
the County under this Agreement.
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