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Description/Analysis

Issue Detail: In light of events related to the COVID-19 pandemic, the Office of the City
Auditor added Assessments of Revenues and Expenses Associated with the City’s COVID-19
Response to the FY2020/21 Audit Plan; the FY2020/21 Audit Plan was approved by City
Council on April 14, 2020. According to the City Council Rules of Procedures, the Budget and
Audit Committee shall receive, review, and forward to the council as appropriate, reports,
recommendations, and updates from the City Auditor. This report documents Assessments of
Revenues and Expenses Associated with the City’s COVID-19 Response — Report No. 3. This
report is the third in a series that will be released as the Office of the City Auditor fulfills the
objectives identified in the Objective, Scope, and Methodology section of this report.

Policy Considerations: The City Auditor’s presentation of the Assessments of Revenues and
Expenses Associated with the City’s COVID-19 Response — Report No. 3 is consistent with the
Mayor and City Council’s intent to have an independent audit function for the City of
Sacramento.

Economic Impacts: None.

Environmental Considerations: None.

Sustainability: None.

Commission/Committee Action: None.

Rationale for Recommendation: This staff report provides the Budget and Audit Committee
with information that may be used to meet its responsibility to provide oversight and
supervision of the City Auditor.

Financial Considerations: The cost of the Assessments of Revenues and Expenses
Associated with the City’s COVID-19 Response — Report No. 3 was funded out of the
FY2020/21 Office of the City Auditor Budget.

Local Business Enterprise (LBE): Not applicable.
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The City of Sacramento’s Office of the City Auditor can be contacted by phone at 916-808-7270 or at the
address below:

915 | Street
MC09100
Historic City Hall, Floor 2
Sacramento, CA 95814

Whistleblower Hotline

In the interest of public accountability and being responsible stewards of public funds, the

City has established a whistleblower hotline. The hotline protects the anonymity of those

leaving tips to the extent permitted by law. The service is available 24 hours a day, 7 days

week, 365 days per year. Through this service, all phone calls and emails will be received
anonymously by third party staff.

Report online at https://www.reportlineweb.com/cityofsacramento or call
toll-free: 888-245-8859.
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SACRAMENTO | AUDIT FACT SHEET

Ofrice ot the Cty Auditor Assessments of Revenues and Expenses Associated

with the City’s COVID-19 Response — Report No. 3

June 2021 | Report No. 2020/21-18

Office of the City Auditor COVID-19 Activities

Background
The City of Sacramento will be subject to future e Continuously update the City of Sacramento Regulatory
audits of State and Federal funds, such as the and Internal Control Framework for the City’s COVID-19
Coronavirus Relief Fund or FEMA Public Assistance. Response as City Council priorities are passed.
These audits would likely be conducted by an e Develop and execute pro-active auditing procedures for
Inspector General’s Office or the Government COVID-19 expenses and report findings to the City
Accountability Office. The key to successfully Manager’s Office for resolution.
withstanding any future audit will be the City’s ability e Investigate reports of fraud, waste, and abuse related to
to provide sufficient and appropriate documentation the COVID-19 pandemic received through the City’s
supporting the use of these funds. Whistleblower Hotline.

e Other activities, as requested.

Results of Compliance Testing with Post-Award Single Audit Requirements

Objective, Scope, and
GG Sulb-

CTVISCITS Sub-Recipient Risk Audit Monitoring | Closeout Report Methodology
Tested Face Sheet Assessment | Verification

The objective of these

assessments is to help the
In Compliance .
City prepare for State and
Federal audits of the City’s

) use of emergency funding.
Non-Compliant
Not Uploaded

This includes pro-active and
real-time assistance in

complying with regulatory
Folder X .
requirements, securing
| -
reimbursements, tracking
disaster recovery costs, and

Total Number of evaluating whether funds

Sub-Recipient are being used efficiently
Agreements

Reviewed and effectively.

Source: Auditor generated based on compliance testing with Single Audit requirements.
Note: Data as of April 7, 2021. Some sub-recipients have more than one agreement.
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Introduction

In accordance with the City Auditor’s 2020-21 Audit Plan, we have completed the Assessments of Revenues
and Expenditures Associated with the City’s COVID-19 Response — Report No. 3. This report is the third in a
series that will be released as the Office of the City Auditor fulfills the objectives identified in the Objective,
Scope, and Methodology section of this report. We believe this report meets our objectives in accordance
with Generally Accepted Government Auditing Standards Section 8.128.

We conducted this audit in accordance with Generally Accepted Government Auditing Standards. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and conclusions based on our audit
objectives.

The City Auditor’s Office would like to thank the City Manager’s Office, the City Attorney’s Office, and
project managers for their cooperation during the audit process.

Objective, Scope, and Methodology
The City of Sacramento will be subject to future audits of State and Federal funds received by the City. These
audits would likely be conducted by an Inspector General’s Office or the Government Accountability Office.

The objective of these assessments is to help the City prepare for State and Federal audits of the City’s use
of emergency funding. The key to successfully withstanding any future audit will be the City’s ability to
provide sufficient documentation regarding the appropriate use of State and Federal funds. The scope and
methodology of these assessments includes pro-active and real-time assistance in complying with regulatory
requirements, securing reimbursements, tracking disaster recovery costs, and evaluating whether funds are
being used efficiently and effectively.

Background

On March 11, 2021, the American Rescue Plan Act of 2021 (ARP Act) was signed into law; this act contained
additional stimulus funds to support the City’s COVID-19 response. Based on a high-level analysis of the ARP
Act, we believe there are two key provisions relevant to the City of Sacramento: (1) Establishes the
Coronavirus Local Fiscal Recovery Fund (CLFRF); and (2) Provides additional funds for emergency rental
assistance.

Coronavirus Local Fiscal Recovery Fund (CLFRF)
As part of the ARP Act, $45.57 billion was made available to units of local government defined as a
“metropolitan city” in the Housing and Community Development Act of 1974 “...to mitigate the fiscal

1 Section 102(a)(4) of the Housing and Community Development Act of 1974 (42 U.S.C. 5302(a)(4)) defines “metropolitan city” as
“(A\) a city within a metropolitan area which is the central city of such area, as defined and used by the Office of Management and
Budget, or (B) any other city, within a metropolitan area, which has a population of fifty thousand or more.”
Office of the City Auditor Assessments of Revenues and Expenses Associated
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effects stemming from the public health emergency with respect to the Coronavirus Disease (COVID-19).”
The funding allocation methodology relies on a formula? that accounts for the most recently available
population data3. With a population of approximately 514,000, the City of Sacramento became eligible for
over $112 million from the Coronavirus Local Fiscal Recovery Fund (CLFRF). The ARP Act requires that these
funds be distributed to units of local government in two portions; the City received the first portion,
approximately $56 million, on May 19, 2021 and expects to receive the second portion, approximately $56
million, in May 2022. All funds must be used for costs incurred by December 31, 2024.

In general, CLFRF can be used to “respond to acute pandemic response needs, fill revenue shortfalls among
these governments, and support the communities and populations hardest-hit by the COVID-19 crisis.”
While the CLFRF provides substantial flexibility for each jurisdiction to meet local needs, payments from the
fund may only be used for eligible costs, which are distinguished from ineligible costs in figure 1.

2 CLFRF uses the Community Development Block Grant (CDBG) Program formula, which incorporates several measures, including
population to allocate annual community development grants to states and local governments.
3 population data is as of 2019, since 2020 population data for metropolitan cities will not be publicly available until May 27, 2021.
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Figure 1: Eligible and Prohibited Expenses Under the Coronavirus Local Fiscal Recovery Fund

EI 181 ble Uses 1. To respond to the public health emergency with respect to the Coronavirus
Disease 2019 (COVID-19) or its negative economic impacts, including assistance to

Of Fu ndS households, small businesses, and nonprofits, or aid to impacted industries such as
tourism, travel, and hospitality.

2. Torespond to workers performing essential work during the COVID-19 public
health emergency by providing premium pay to eligible workers of the
metropolitan city, nonentitlement unit of local government, or county that are
performing such essential work, or by providing grants to eligible employers that
have eligible workers who perform essential work.

3. For the provision of government services to the extent of the reduction in
revenue of such metropolitan city, nonentitlement unit of local government, or
county due to the COVID-19 public health emergency relative to revenues
collected in the most recent full fiscal year of the metropolitan city,
nonentitlement unit of local government, or county prior to the emergency.

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

Prohibited 1. No metropolitan city, nonentitlement unit of local government, or county may
use funds made available under this section for deposit into any pension fund.

Use of Funds

Source: Auditor generated based on the American Rescue Plan Act of 2021.

In May 2021, the United States Department of the Treasury (Treasury) released a set of Frequently Asked
Questions, an Interim Final Rule document, as well as a Fact Sheet” to provide guidance on the use of
payment from the CLFRF. Treasury’s Interim Final Rule outlines additional impermissible uses within the
scope of the first eligible use category These ineligible uses include (a) contribution to rainy day funds or
financial reserves; (b) debt payments or services costs; (c) fees associated with the issuance of new debt;
and (d) satisfaction of any obligation arising under a legal settlement unless it requires the provision of
services that would respond to the COVID-19 public health emergency. We highlight examples of eligible

4 Treasury guidance was first published on May 10, 2021 and the set of Frequently Asked Questions was updated on May 27, 2021.
See Appendix A for copies of the most recent Treasury guidance as of the release of this report. For the most up-to-date guidance
please visit: https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-

fiscal-recovery-funds
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expenses under the CLFRF from Treasury’s Fact Sheet, which includes information from the Interim Final
Rule, in the following figure.

Figure 2: Examples of Eligible Expenses Under the Coronavirus Local Fiscal Recovery Fund

Support public
health response

Address negative
economic impacts
caused by the public
health emergency

Serve the hardest-hit
communities and
families

Replace lost public
sector revenue

Provide premium
pay for essential
workers

Invest in water and
sewer infrastructure

Invest in broadband

Infrastructure

* PPE purchases;
¢ Enforcement of public health orders;
e Capital investments in public facilities to meet pandemic operational needs;

¢ Payroll and covered benefits expenses for public health, healthcare, human services, public
safety and similar employees, to the extent that they work on the COVID-19 response.

¢ Supporting small businesses, helping them to address financial challenges caused by the
pandemic and to make investments in COVID-19 prevention and mitigation tactics, as well as to
provide technical assistance;

* Speeding the recovery of the tourism, travel, and hospitality sectors, supporting industries that
were particularly hard-hit by the COVID-19 emergency and are just now beginning to mend.
Similarly impacted sectors within a local area are also eligible for support.

¢ Addressing health disparities and the social determinants of health, through funding for
community health workers, public benefits navigators, remediation of lead hazards, and
community violence intervention programs;

¢ Investments in housing and neighborhoods, such as services to address individuals experiencing
homelessness, affordable housing development, housing vouchers, and residential counseling and
housing navigation assistance.

¢ Once a shortfall in revenue is identified, recipients will have broad latitude to use this funding to
support government services, up to this amount of lost revenue.

¢ Workers at farms, food production facilities, grocery stores, and restaurants;
* Janitors and sanitation workers;

® Public health and safety staff;

e Truck drivers, transit staff, and warehouse workers.

¢ Necessary improvements to their water and sewer infrastructures, including projects that
address the impacts of climate change;

¢ Drinking water infrastructure projects;

e Wastewater infrastructure projects.

¢ Investments in broadband be made in areas that are currently unserved or underserved;

¢ Build broadband infrastructure with modern technologies in mind, specifically those projects that
deliver services offering reliable 100 Mbps download and 100 Mbps upload speeds.

Source: Auditor generated based on the United States Department of the Treasury’s Fact Sheet on the Coronavirus State and Local
Fiscal Recovery Funds.
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In addition to the Coronavirus Local Fiscal Recovery Fund, the ARP Act provided funding to numerous federal
agencies. While some of this funding will be used to support the federal agencies’ response to COVID-19,
some funding will pass through the agencies and be offered as grants and other funding that the City could
apply for. For example, a total of $300 million will be available through the Federal Emergency Management
Agency for firefighter and emergency response grants while S50 million will be available through the
Environmental Protection Agency for grants and activities related to air quality monitoring and air pollution
prevention.

The Interim Final Rule describes how Treasury will establish a reporting framework for monitoring the
spending of CLFRF for eligible uses and identify when violations have occurred. Under the ARP Act, failure to
comply with the use of funds restrictions will result in a recoupment amount equal to the amount of funds
used in violation to the Secretary of the Treasury; this is known as claw-back.

Emergency Rental Assistance

On February 16, 2021, City Council passed resolution 2021-0046 which authorized the City Manager to
accept nearly $15.3 million in federal Emergency Rental Assistance funds® (ERA1) as well as nearly $16.5
million in state Emergency Rental Assistance funds. Additionally, this resolution authorized the City Manager
to execute an agreement with the Sacramento Housing and Redevelopment Agency (SHRA) to administer
the funds under the local Sacramento Emergency Rental Assistance Phase 2 (SERA2) Program. SHRA
released a revised work plan on April 20, 2021 detailing program timelines, procedures, and compliance
requirements. The City must comply with state regulations in order to administer a jointly funded program
that uses both state and federal Emergency Rental Assistance dollars. On May 13, 2021, the City signed its
agreement with SHRA for the transfer of ERA1 funds.

In addition to the ERA1 funds described above, the ARP Act authorized another $21.55 billion in Emergency
Rental Assistance funds (ERA2). As of May 11, 2021, the City has been approved to receive approximately
$12 million in ERA2 funds from Treasury and is pending the receipt of the first 40 percent of the funds.

Guidance on the use of ERA1 funds was initially provided on January 19, 2021 in a set of Frequently Asked
Questions by Treasury and updated on February 22, 2021. Another revision was released on May 7, 2021,
which addressed questions for both ERA1 and ERA2. According to this most recent update, Treasury is
seeking to implement ERA2 consistently with ERA1, to the extent possible, to help reduce the administrative
burden on grantees. Additional guidance was provided in a Fact Sheet, also released May 7, 2021. The figure
below summarizes terms and conditions for the two Emergency Rental Assistance funds.

5 These funds were made available under the Consolidated Appropriations Act of 2021, which was signed into law on
December 27, 2020.
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Figure 3: Emergency Rental Assistance Program Comparisons

Program Details

Name of Program

Emergency Rental Assistance

ERA1 ERA2

Emergency Rental Assistance

Authorizing Act

Consolidated Appropriations Act of 2021

American Rescue Plan Act

Enactment Date

December 27, 2020

March 11, 2021

Federal Administration

United States Department of the Treasury

United States Department of the Treasury

Total Funding $25 billion $21.55 billion
State/Local Grantees $23.785 billion $21.212 billion
Additional Funding for Not specified. $2.5 billion

High-Needs Grantees

Disbursement

Within 30 days of enactment.

Within 60 days of enactment for 40 percent
of each grantee's total allocation; remaining
funds to each grantee will be disbursed in
tranches only when the grantee has obligated
at least 75 percent of the funds previously
received.

Reallocation

Funds not obligated by grantees as of
September 30, 2021 may be recaptured and
reallocated or repaid to grantees who, as of
that time, have obligated at least 65 percent
of their original grant; the amount of
reallocation will be based on demonstrated
need.

Beginning March 31, 2022, funds allocated to
eligible grantees may be reallocated to other
eligible grantees, who must have obligated at
least 50 percent of their original allocated
amount.

Eligible Recipients

Renter households with incomes no more
than 80 percent of area median income (AMI)
who meet the following conditions: (1) one or
more individuals in the household has
qualified for unemployment benefits or
experienced a reduction in household
income, incurred significant costs, or
experienced other financial hardship due,
directly or indirectly, to the coronavirus
outbreak; and (2) one or more individuals in
the household can demonstrate a risk of
experiencing homelessness or housing
instability.

Renter households who meet the following
conditions: (a) one or more individuals in the
household has qualified for unemployment
benefits or has experienced a reduction in
household income, incurred significant costs,
or experienced other financial hardship
during or due, directly or indirectly, to the
coronavirus pandemic; (b) one or more
individuals in the household can demonstrate
a risk of experiencing homelessness or
housing instability; and (c) the household is a
low-income family (as defined in the United
States Housing Act of 1937).

Prioritization

Grantees must prioritize assistance to
households with incomes that do not exceed
50 percent of AMI and to households in
which one or more household members are
unemployed and have been unemployed for
90-day period preceding the date of
application.

Grantees must prioritize assistance to
households with incomes of no more than 50
percent of AMI or to households in which one
or more household members has been
unemployed for the 90-day period preceding
the date of application.

Office of the City Auditor
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Use of Funds

At least 90 percent of funds must be used for:

rent, rental arrears, utilities and home energy
costs, utilities and home energy arrears, and
other expenses related to housing incurred
due, directly or indirectly, to the pandemic.
No more than 10 percent for case
management and other services and no more
than 10 percent for administrative costs.
Administrative and housing stability services
do not share the same pot of funds.

Funds may be used for: rent, rental arrear,
utilities and home energy costs, utilities and
home energy arrears, other expenses related
to housing. No more than 10 percent for
housing stability services and no more than
15 percent for administrative costs.
Administrative and housing stability services
do not share the same pot of funds. Grantees
that have obligated at least 75 percent of
their total funds may, after October 1, 2022,
use remaining funds for any other affordable
housing purpose to assist very low-income
families.

Deadline to Spend
Funds

Funding is available until September 30, 2022.

Grantees that received a redistribution of
funds from amounts that remained
unobligated by September 30, 2021 may
request an extension.

Funding provided to an eligible grantee is
available through September 30, 2025.

Income Determination

Only consider household income for calendar
year 2020 or confirmation of the monthly
income at the time of application; household
income must be recertified every three
months if the household is receiving ongoing
rental assistance.

Not specified.

Duplication of Benefits

Ensure that households receiving rental
assistance provided under this program do
not also receive funding under any other
federally funded rental assistance program.

Not specified.

Time Limitation for
Assisting Households

Payments for any individual household
generally may not exceed 12 months,
however, a grantee may provide assistance
for an additional 3 months (for a total of 15
months) only if it is necessary to ensure
housing stability and if funding is available.
Payments for prospective rent cannot exceed
3 months.

Payments for any individual household
generally may not exceed 18 months
(inclusive of any assistance provided using
rental assistance for this program authorized
under ERA1).

Arrears Requirement

Cannot provide prospective rent payments
unless assistance to reduce an eligible
household's rental arrears was also provided.

Not specified.

Role of Landlords

Landlords and owners may apply on behalf of
eligible tenants if tenant cosigns the
application, the landlord provides
documentation to the tenant, and the
payments are used to satisfy the tenant’s
rental obligation to the owner.

Not specified.
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Reporting Quarterly public reports on the use of funds To ensure that Treasury's reporting
need to include the following information on requirements are fulfilled, grantees should

each grantee’s program: (1) the number of anticipate the need to collect from

eligible households that receive assistance, households and retain records on, but not

(2) the acceptance rate of applicants for limited to, the following: address of the
assistance, (3) the type(s) of assistance rental unit; landlord and utility providers
provided to each household, (4) the average names, addresses, tax identification

amount of funding provided per household, numbers; total amount of assistance; number
(5) incomes of eligible households by income | of months of assistance; household income;
tier (less than or equal to 30 percent of AMI, and gender, race, and ethnicity of the

between 30 and 50 percent of AMI, between | primary applicant.
50 and 80 percent of AMI), and (6) the
average number of monthly rental or utility
payments that each household received.

Treatment of Assistance provided to a household from an Not specified.
Assistance ERA payment shall not be regarded as
income.

Source: Auditor generated based on the Consolidated Appropriations Act of 2021, American Rescue Plan Act of 2021, and the United
States Department of the Treasury’s Emergency Rental Assistance Frequently Asked Questions Revised May 7, 2021.

Prior Reports

To review background information related to the COVID-19 Emergency Declaration or the State and Federal
funding that was issued prior to March 2021, please see our previous reports: Assessments of Revenues and
Expenditures Associated with the City’s COVID-19 Response — Report No. 1 and Assessments of Revenues and
Expenditures Associated with the City’s COVID-19 Response — Report No. 2, which can be found on our
website: www.cityofsacramento.org/Auditor/Reports/Audit-Reports.

COVID-19 Regulatory and Internal Control Framework

In April 2020, our office released the City of Sacramento Regulatory and Internal Control Framework for the
City’s COVID-19 Response; our office co-authored this document with the City Attorney’s Office. The purpose
of the framework is to describe the general regulatory and internal control environment the City of
Sacramento will operate under for the City’s COVID-19 response and all COVID-19 related activities. We
continue to update this guidance as funding priorities are memorialized by the City Council. For the most
recent version of this document, please visit our website: www.cityofsacramento.org/Auditor/Reports/IBA-
Reports.

Identify Risks to Minimize Potential Claw-Back of COVID-19 Funds

In anticipation of the City of Sacramento receiving a total of $112 million in Coronavirus Local Fiscal
Recovery Funds (CLFRF), our office is prepared to assist the City’s team with reviewing the eligibility of
proposed expenses and programs. Similar to our continuous review of Coronavirus Relief Fund compliance,
we will provide audit perspective on the use of CLFRF funds, such as identifying potential

Office of the City Auditor Assessments of Revenues and Expenses Associated
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risks and providing recommendations for mitigating those risks. Our goal is to minimize the risk of funds
being clawed-back in the event of future audit.

Additionally, our office continues to participate on the City’s review team by providing audit perspective on
Coronavirus Relief Fund compliance and identifying risks that could mitigate the impacts of future audits.

On-Going Monitoring of COVID-19 Revenues and Expenses

On-going monitoring enables an organization to continually review processes for adherence to and
deviations from their intended levels of performance and effectiveness, assess the effectiveness of controls
and detect associated risks, and execute timely quantitative and qualitative risk-related decisions. To
complete our objectives, we will perform on-going monitoring of the City’s COVID-19 revenues and
expenses, as described in the sections below.

Pro-Active and Real-Time Auditing of COVID-19 Expenses

As stated previously, the City may be subject to future audits of COVID-19 funds received. To ensure the City
is well prepared for future audits, we have developed pro-active auditing procedures for COVID-19
expenses. These procedures include reviews and analysis of general expense tracking, labor reporting,
procurement practices, sub-grantee documentation, federal reporting requirements, and internal controls.
Any issues identified as part of this pro-active auditing will be reported to management timely and we will
work with management to identify appropriate solutions.

Compliance with Single Audit Act Requirements

We received a request from the Office of the City Manager and the Finance Department to assist with pro-
active auditing of the sub-recipient monitoring procedures required by the Single Audit Act. Chapter 2, Title
2, Part 200 of the Code of Federal Regulations sets out various requirements for passthrough entities of
federal awards such as information that must be provided to sub-recipients and sub-recipient monitoring.
We developed testing procedures to determine whether the City complied with these requirements for sub-
recipients of federal funds passed through the City. We separated our testing into two phases: 1)
compliance with pre-award Single Audit requirements and 2) compliance with post-award Single Audit
requirements.

In Assessments of Revenues and Expenditures Associated with the City’s COVID-19 Response — Report No. 2,
we reported the findings of our compliance testing of pre-award Single Audit requirements. Those findings
indicated that the majority of agreements were either in compliance with or had only minor issues with pre-
award Single Audit requirements. However, we did find seven agreements were non-compliant with Federal
Award Identification requirements and nine agreements were non-compliant with Indirect Cost Rate
requirements. During our follow-up process, we identified that six of the nine agreements continue to have
issues with Indirect Cost Rate requirements.
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To determine compliance with post-award Single Audit requirements, we reviewed documentation
uploaded into the City’s central COVID-19 document repository as of April 7, 2021 for 66 subrecipients
identified in our compliance testing of pre-award Single Audit requirements. As part of our post-award
compliance testing, we reviewed the Sub-Recipient Face Sheet, a key document that identifies the entity
type and helps determine whether a risk assessment is required. The Risk Assessment Document was
developed to evaluate each sub-recipient’s risk of non-compliance with Federal requirements, which assists
project managers in determining how much monitoring is necessary for each sub-recipient. These two
documents are applicable for all entities categorized as sub-recipients.

The figure below illustrates the results of our compliance testing for post-award Single Audit Requirements
as of April 7, 2021. These results were communicated to the City Manager’s Office on May 11, 2021.

Figure 4: Results of Compliance Testing with Post-Award Single Audit Requirements

eG Sub-
Recipients Sub-Recipient Risk Audit
Tested Face Sheet Assessment Verification

In Compliance

Monitoring Closeout Report

Could Not Find
Folder
Not Applicable

Total Number of
Sub-Recipient
Agreements
Reviewed

Source:
Auditor generated based on compliance testing with Single Audit requirements.
Note: Data as of April 7, 2021.Some sub-recipients have more than one agreement.

As shown in figure 4 above, we found that approximately half or just less than half of the agreements were
in compliance with or had only minor issues with the sub-recipient face sheet, risk assessment, or
monitoring requirements. The remaining agreements were either non-compliant or did not have
documentation uploaded into the City’s central COVID-19 document repository to demonstrate compliance
with these applicable post-award Single Audit requirements.

Office of the City Auditor Assessments of Revenues and Expenses Associated
June 2021 | Report No.2020/21-18 13 with the City’s COVID-19 Response - Report No. 3
Page 16 of 105




While closeout report due dates were extended for some agreements®, closeout reports for 50 of the 84
agreements were not uploaded as of April 7, 2021. Similarly, 40 agreements did not have documentation
uploaded to demonstrate compliance with audit verification.

Although the extension provides more time to bring these agreements into compliance with monitoring
requirements, which can only be met while the performance period is still active, uploading monitoring
documentation in a timelier manner may help the City mitigate the risk of potential claw-back of federal
funds due to non-compliance. Failure to upload documents timely increases various risks such as losing
required documentation, key person risk, and lack of time to fix issues that could be identified by our audit
testing procedures. For example, during the course of this audit, one project manager with 28 agreements in
our testing sample separated from City employment. While another project manager was assigned to
oversee these agreements, our testing found that two of these agreements, which expired in March 2021,
did not have any monitoring documents uploaded into their respective folders. As such, we cannot
determine whether these agreements comply with monitoring requirements. The overall lack of uploaded
documents limits our ability to determine the extent of compliance with federal regulations.

As part of our post-award Single Audit compliance testing described in the previous section, we also noted
whether project managers followed the folder template set forth by the City Manager’s Office, including if
the four subfolders” were present and labeled correctly; we also noted if any of the four subfolders were
empty. The results of our review are summarized in the figure below.

6 The Consolidated Appropriations Act of 2021 was signed into law on December 27, 2020 and extended the deadline for use of
Coronavirus Relief Funds from December 30, 2020 to December 31, 2021. As a result, some agreements extended the agreement
term and closeout report due date.

7 Subfolders are titled in the template as “Contracts and Legal,” “Council Reports and Authorizing Documents,” “Financial
Documents,” and “Monitoring and Performance Outcomes.”
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Figure 5: Results of Testing for Documentation in the City’s Central Repository
Folder Structure Matches Template

Sub-
e Frla b L Folder Structure Could Not Find

PGG|P|6H+S Does Not Match Matches Template Folder TOTAL
Tested Template
Empty Folder 43% 0% 75%
Q
Q No Empty
3 Subfolder(s) 1% 21% 0% 23%
o
Y=
) .
S Could Not Find 0% 0% 2% 2%
(7 Folder
2
Q
I.lE.| TOTAL 33% 64% 2% 100%

Source: Auditor generated based on folder documentation testing.

Note: Data as of April 7, 2021. Percentages are out of the total 84 agreements reviewed and may not add up to 100
percent due to rounding.

We found that 64 percent of sub-recipient folders did match the template, but the majority of those folders
contained empty subfolders. While following the folder template may not be a federal requirement, it
assists with the organization of necessary documentation for confirming compliance with federal
requirements. Additionally, it ensures the consistency and completeness of documentation across the
various programs.

On April 27, 2021, the City Manager’s Office reminded project managers to upload documents into the City’s
central repository no later than three months after the agreement has ended. For the many agreements
that expired on March 31, 2021, the deadline to upload documentation is June 30, 2021.

COVID-19 and the City’s Whistleblower Hotline

In addition to conducting continuous monitoring, our office investigates reports of fraud, waste, and abuse
related to the COVID-19 pandemic received through the City’s Whistleblower Hotline. The Assessments of
Revenues and Expenditures Associated with the City’s COVID-19 Response — Report No. 2 reported 35
complaints related to COVID-19 as of December 31, 2020. The City’s Whistleblower Hotline has received an
additional 9 complaints related to COVID-19 for a cumulative total of 44 COVID-19 complaints received as of
April 30, 2021. For complaints that are related to employee health and safety,
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we refer the information to the City’s Risk Management Division. Complaints related to the public’s health
and safety are referred to Sacramento County. Complaints are referred in compliance with California
whistleblower regulations, which require our office to protect the identity of the whistleblower. Figure 6
below illustrates the disposition of all COVID-19 whistleblower complaints as of April 30, 2021.

Figure 6: Disposition of COVID-19 Whistleblower Complaints as of April 30, 2021

Investigated and Referred 1
Informational Referral 18
Duplicate 5
Resolved Prior To or During Investigation 2
Unsubstantiated 5
Not Enough Information Provided 3
Unrelated to the City 10
TOTAL 44

Source: Auditor generated based on data from EthicsPoint as of April 30, 2021.
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Appendix A: United States Department of the Treasury Coronavirus State
and Local Fiscal Recovery Fund Frequently Asked Questions, Interim Final
Rule, and Fact Sheet

Coronavirus State and Local Fiscal Recovery Fund Frequently Asked Questions Revised

May 27, 2021

Office of the City Auditor

AS OF MAY 27, 2021

Coronavirus State and Local Fiscal Recovery Funds

Frequently Asked Questions

AS OF MAY 27, 2021

This document contains answers to frequently asked questions regarding the Coronavirus State
and Local Fiscal Recovery Funds (CSFRF / CLFRF, or Fiscal Recovery Funds). Treasury will
be updating this document periodically in response to questions received from stakeholders.
Recipients and stakeholders should consult the Interim Final Rule for additional information.

For overall information about the program_ including information on requesting funding,
please see hitps:/home treasury gov/policy-issues/coronavins/assistance-for-state-local-
and-fribal-governments

For general questions about CSFRF / CLFRF, please email SLERP@treasury gov

Treasury is seeking comment on all aspects of the Interim Final Rule. Stakeholders are
encomged to subm.lt commeuts electronically ﬂlrough the Federal eRulemaking Portal
gul /TREAS- on or before July
16, 2071 Please be adwsed that comuments received wﬂ] be part ofthe public record and
subject to public disclosure. Do not disclose any information in your comment or
supporting materials that you consider confidential or inappropriate for public disclosure.

Questions added 5/27/21: 1.5, 1.6, 2.13.2.14. 2.15,3.9. 4.5, 4.6, 10.3. 104 (noted with “[5/27]7)

1. Eligihility and Allocations

LL

1.1

L3

Which governments are eligible for funds?

The following governments are eligible:

States and the District of Columbia

Territories

Tribal governments

Counties

Metropolitan cities

Non-entitlement vnits, or smaller local governments

Which governments receive funds directly from Treasury?

Treasury will distribute funds directly to each eligible state, territory, metropolitan city,
county, or Tribal government. Smaller local governments that are classified as non-
entitlement units will receive funds through their applicable state government.

Are special-purpose units of government eligible to receive funds?

1
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Special-purpose units of local government will not receive funding allocations; however,
a state, territory, local, or Tribal government may transfer funds to a special-purpose unit
of government. Special-purpose districts perform specific functions in the comnmnity,
such as fire, water, sewer or mosquito abatement districts.

1.4. How are funds being allocated to Tribal governments, and how will Tribal
governments find out their allocation amounts?

$20 billion of Fiscal Recovery Funds was reserved for Tribal governments. The
American Rescue Plan Act specifies that $1 billion will be allocated evenly to all eligible
Tribal governments. The remaining $19 billion will be distributed using an allocation
methodology based on enrollment and employment.

There will be two payments to Tribal governments. Each Tribal government’s first
payment will include (i) an amount in respect of the $1 billion allocation that is to be
divided equally among eligible Tribal governments and (i1) each Tribal government’s pro
rata share of the Enrollment Allocation. Tribal governments will be notified of their
allocation amount and delivery of payment 4-5 days after complefing request for funds in
the Treasury Submission Portal. The deadline to make the initial request for funds is
June 7, 2021.

In late-May or shortly after completing the mitial request for funds, Tribal governments
will recerve an email notification to re-enter the Treasury Submission Portal fo confirm or
amend their 2019 employment numbers that were submitted to the Department of the
Treasury for the CARES Act’s Coronavimus Relief Fund. The deadline to confirm
employment numbers is June 21, 2021, Treasury will calculate each Tribal government’'s
pro rata share of the Emplovment Allocation for those Tribal governments that confirmed
of submitted amended emplovment numbers. In late-Tune, Treasury will communicate to
Tribal governments the amount of their portion of the Employment Allocation and the
anticipated date for the second payment.

=
n

My county is a unit of general local government with population under 50,000, Will
my county receive funds directly from Treasury? [5/27]

Yes. All counties that are units of general local government will receive funds directly
from Treasury and should apply via the online portal. The list of county allocations 15
available here.

1.6. My local government expected to be classified as a nonentitlement unit. Instead, it
was classified as a metropolitan city. Why? [5/27]

The American Rescue Plan Act defines, for purposes of the Coronavirus Local Fiscal
Recovery Fund (CLFRF), metropolitan cities to include those that are currently
metropolitan cities under the Commumity Development Block Grant (CDBG) program
but also those cities that relinguish or defer their status as a metropolitan city for purposes
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of the CDBG program. This would include, by way of example, cities that are principal
cities of their metropolitan statistical area. even if their population is less than 50,000, In
other words, a city that is eligible to be a metropolitan city under the CDBG program is
eligible as a metropolitan city under the CLFRF, regardless of how that city has elected to
participate in the CDBG program.

Unofficial allocation estimates produced by other organizations may have classified
certain local governments as nonentitlement units of local government. However, based
on the statutory definitions, some of these local governments should have been classified
as metropolitan cities.

2. Eligible Uses — Responding to the Public Health Emergency / Negative
Economic Impacts

2.1. What types of COVID-19 response, mitigation, and prevention activities are
eligible?

A broad range of services are needed to contain COVID-19 and are eligible uses,
mcluding vaccination programs; medical care; testing; contact tracing: support for
isolation or quarantine; supports for vulnerable populations to access medical or public
health services; public health surveillance (e.g . monitoring case trends, genomic
sequencing for varants); 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 kev settings like schools; ventilation
improvements in congregate seftings. health care seftings. or other key locations;
enhancement of public health data systems; and other public health responses. Capital
mvestments in public facilities to meet pandemic operational needs are also eligible, such
as physical plant improvements to public hospitals and health clinics or adaptations to
public buildings to implement COVID-19 mitigation tactics.

[
[

If a use of funds was allowable under the Coronavirus Relief Fund (CRT) to
respond to the public health emergency, may recipients presume it is also allowable
under CSFRE/CLTRE?

Generally, funding uses eligible under CRF as a response to the direct public health
mmpacts of COVID-19 will continue to be eligible under CSFRF/CLFRF, with the
following two exceptions: (1) the standard for eligibility of public health and safety
pavrolls has been updated; and (2) expenses related to the issuance of tax-anticipation
notes are not an eligible funding use.

2.3, If a use of funds is not explicitly permitted in the Interim Final Rule as a response to
the public health emergency and its negative economic impacts, does that mean it is

prohibited?
3
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The Interim Final Rule contains a non-exclusive list of 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 of
Fiscal Recovery Funds not explicitly listed. The Interim Final Rule also provides
flexibility for recipients to use Fiscal Recovery Funds for programs or services that are
not identified on these non-exclusive lists but which meet the objectives of section
G02(cH(1A) or 803(c)(1)(A) by responding to the COVID-19 public health emergency
with respect to COVID-19 or its negative economic impacts.

2.4. May recipients use funds to respond to the public health emergency and its negative
economic impacts by replenishing state unemployvment funds?

Consistent with the approach taken in the CRF, recipients may make deposits into the
state account of the Unemplovment Trust Fund up to the level needed to restore the pre-
pandemic balances of such account as of JTanuary 27, 2020, or to pay back advances
received for the pavment of benefits between January 27, 2020 and the date when the
Interim Final Rule is published in the Federal Register.

!-l
in

What types of services are eligible as responses to the negative economic impacts of
the pandemic?

Eligible uses in this category include assistance to households; small businesses and non-
profits; and aid to impacted industries.

Assistance to households includes, but is not limited to: food assistance; rent, mortgage,
of utility assistance; counseling and legal aid to prevent eviction or homelessness; cash
assistance; emergency assistance for burials, home repairs. weatherization, or other
needs; infernet access or digital literacy assistance; or job fraining to address negative
economic of public health impacts experienced due to a worker’s occupation or level of
training.

Assistance to small business and non-profits includes. but is not limited to:

s loans or grants fo mitigate financial hardship such as declines in revenues or
impacts of periods of business closure, for example by supporting payroll and
benefits costs, costs to retain emplovees, mortgage, rent, or utilities costs, and
other operating costs;

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

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

2.6. May recipients use funds to respond to the public health emergency and its negative
economic impacts by providing direct cash transfers to households?

4
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Yes, provided the recipient considers whether, and the extent to which, the household has
experienced a negative economic impact from the pandemic. Additionally, cash transfers
st 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-192 public health emergency or its negative impacts. In particular, when
considering appropriate size of permissible cash transfers made in response to the
COVID-19 public health emergency, state, local, territorial, and Tribal governments may
consider and take guidance from the per person amounts previously provided by the
federal government in response fo the COVID crisis.

1.7. May funds be used to reimburse recipients for costs incurred by state and local
governments in responding to the public health emergency and its negative
economic impacts prior to passage of the American Rescue Plan?

Use of Fiscal Recovery Funds is generally forward looking. The Interim Final Eule
permits funds to be used to cover costs incurred beginning on March 3, 2021.

1.8. May recipients use funds for general economic development or workforce
development?

Generally, not. Recipients must demonstrate that funding uses directly address a negative
economic impact of the COVID-12 public health emergency, including funds used for
economic or workforce development. For example, job training for unemployed workers
may be used to address negative economic impacts of the public health emergency and be
eligible.

1.9, How can recipients use funds to assist the travel, tourism, and hospitalicy
indusiries?

Aid provided to tourism, travel, and hospitality industries should respond to the negative
economic impacts of the pandemic. For example, a recipient may provide aid fo support
safe reopening of businesses in the tourism, travel and hospitality industries and to
districts that were closed during the COVID-19 public health emergency. as well as aid a
planned expansion or upgrade of tourism, travel and hospitality facilifies delayed due to
the pandemic.

Tribal development districts are considered the commercial centers for tribal hospitality,
gaming, fourism and enfertainment industries.

2.10. May recipients use funds to assist impacted industries other than travel, tourism,
and hospitality?

Yes, provided that recipients consider the extent of the impact in such industries as
compared to tourism, fravel, and hospitality, the industries enumerated in the statute. For
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example. nationwide the leisure and hospitality industry has experienced an
approximately 17 percent decline in employment and 24 percent decline in revemie, on
net, due to the COVID-19 public health emergency. Recipients should also consider
whether impacts were due to the COVID-19 pandemic. as opposed to longer-term
economic of industrial trends unrelated to the pandemic.

Recipients should maintain records to support their assessment of how 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.

2.11. How does the Interim Final Rule help address the disparate impact of COVID-19 on
certain populatons and geographies?

In recognition of the disproportionate impacts of the COVID-19 vims on health and
economic outcomes in low-income and Native American communities, the Inferim Final
Rule identifies a broader range of services and programs that are considered to be in
response to the public health emergency when provided in these communities.
Specifically. Treasury will presume that certain types of services are eligible uses when
provided in a Qualified Census Tract (QCT). to families living in QCTs. or when these
services are provided by Tribal governments.

Recipients may also provide these services fo other populations, households. or
geographic areas disproportionately impacted by the pandemic. In identifying these
disproportionately-impacted commumnities. recipients should be able to support their
determination for how the pandemic disproportionately impacted the populations,
households, or geographic areas to be served.

Eligible services include:

*  Addressing health disparities and the social determinants of health, including:
community health workers, public benefits navigators, remediation of lead paint
or other lead hazards, and community violence intervention programs;

* DBuilding stronger neighborhoods and commumnities, including: supportive housing
and other services for individuals experiencing homelessness, development of
affordable housing, and housing vouchers and assistance relocating to
neighborhoods with higher levels of economic opportunity;

»  Addressing educational disparities exacerbated by COVID-19, including: early
leaming services, increasing resources for high-poverty school districts,
educational services like tutoring or afterschool programs, and supports for
students’ social. emotional, and mental health needs; and

» Promoting healthy childhood environments. including: child care, home visifing

programs for families with voung children. and enhanced services for child
welfare-involved families and foster vouth.

]
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2.12. May recipients use funds to pay for vaccine incentive programs (e.g., cash or in-kind
iransfers, lottery programs, or other incentives for individuals who get vaccinated)?

Yes. Under the Interim Final Rule, recipients may use Coronavirus State and Local
Fiscal Recovery Funds to respond to the COWVID-19 public health emergency, including
expenses related to COVID-19 vaccination programs. See forthcoming 31 CFR
35.6(b)1)(1). Programs that provide incentives reasonably expected to increase the
mumber of people who choose to get vaccinated, or that motivate people to get vaccinated
sooner than they otherwise would have, are an allowable use of funds so long as such
costs are reasonably proportional to the expected public health benefit.

2.13. May recipients use funds to pay “back to work incentives” (e.g., cash payments for
newly emploved workers after a certain period of time on the job)? [5/27]

Yes. Under the Interim Final Rule, recipients may use Coronavirus State and Local
Fiscal Recovery Funds to provide assistance to unemploved workers. See forthcoming
31 CFR 35.6(b)(4). This assistance can include job training or other efforts fo accelerate
rehiring and thus reduce unemployment, such as childcare assistance, assistance with
transportation to and from a jobsite or interview, and incentives for newly emploved
workers.

1.14. The Coronavirus Relief Fund (CRF) included as an eligible use: "Payroll expenses
for public safety, public health, health care, human services, and similar employees
whose services are substantially dedicated to mitigating or responding to the
COVID-19 public health emergency.” What has changed in CSFRF/CLFREF, and
what tvpe of documentarion is required under CSFRE/CLFRFE? [5/27]

Many of the expenses authorized under the Coronavirmus Relief Fund are also eligible uses
under the CSFEF/CLFEF. However, in the case of payroll expenses for public safefy,
public health health care, hmman services, and similar employees (hereafter. public
health and safety staff), the CSFRF/CLFRT does differ from the CRF. This change
reflects the differences between the ARPA and CARFES Act and recognizes that the
response to the COVID-19 public health emergency has changed and will confinue to
change over time. In particular, funds may be used for payroll and covered benefits
expenses for public safety. public health. health care, human services, and similar
employees, including first responders, to the extent that the employee’s time that is
dedicated to responding to the COVID-19 public health emergency.

For administrative convenience, the recipient may consider a public health and safety
employee to be entirely devoted to mitigating or responding fo the COVID-19 public
health emergency, and therefore fullv covered. if the emplovee, or his or her operating
unit or division, is primarily dedicated (e g, more than half of the emplovee’s time is
dedicated) to responding to the COVID-19 public health emergency.
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Recipients may use presumptions for assessing whether an employee, division, or
operating unit is primarily dedicated to COVID-19 response. The recipient should
maintain records to support its assessment, such as pavroll records, attestations from
supervisors or staff, or regular work product or correspondence demonstrating work on
the COVID-19 response. Recipients need not roufinely track staff hours. Recipients
should periodically reassess their determinations.

[E]
(==
rn

. What staff are included in “public safetv, public health, health care, human
services, and similar emplovees™? Would this include, for example, 211 operators,
morgue staff, medical examiner staff, or EMS staff? [5/27]

As discussed in the Interim Final Rule, funds may be used for payroll and covered
benefits expenses for public safety, public health health care, human services, and
similar employees, for the portion of the employee’s time that is dedicated to responding
to the COWVID-19 public health emergency.

Public safety emplovees would include police officers (including state police officers),
sheriffs and deputy sheriffs, firefighters, emergency medical responders, correctional and
detention officers, and those who directly support such employees such as dispatchers
and supervisory personnel. Public health employees would include employees involved
m providing medical and other health services to patients and supervisory personnel,
mcluding medical staff assigned to schools, prisons, and other such institutions, and other
support services essential for patient care (e g., laboratory technicians, medical examiner
or morgue staff) as well as emplovees of public health departments directly engaged in
matters related to public health and related supervisory personnel. Human services staff
mclude emplovees providing or adnunistering social services; public benefits; child
welfare services; and chuld, elder. or fanuly care. as well as others.

3. Eligible Uses — Revenue Loss
3.1. Howis revenue defined for the purpose of this provision?

The Interim Final Rule adopts a definition of “General Revenue™ that is based on, but not
identical, to the Census Bureau’s concept of “General Revenue from Own Sources™ in the
Anmual Survey of State and Local Government Finances.

General Revenue includes revenue from taxes, current charges, and miscellaneous
general revenue. It excludes refunds and other correcting fransactions, proceeds from
1ssuance of debt or the sale of investments, agency or private trust transactions, and
revenue generated by utilities and insurance trusts. General revenue also includes
mtergovernmental transfers between state and local governments, but excludes
mtergovernmental transfers from the Federal government, including Federal transfers
made via a state to a locality pursuant to the CRF or the Fiscal Recovery Funds.
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Tribal governments may include all revenue from Tribal enterprises and gaming
operations i the definition of General Revenue.

3.2. Will revenue be calculated on an entity-wide basis or on a source-by-source basis
(e.g. property tax, income tax, sales tax, etc.)?

Recipients should calculate revenue on an entity-wide basis. This approach minimizes
the administrative burden for recipients. provides for greater consistency across
recipients, and presents a more accurate representation of the net impact of 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.

3.3. Does the definidon of revenue include outside concessions that contract with a state
or local government?

Recipients should classify revenue sources as they would if responding to the 1.5,
Census Bureau’s Anmual Survey of State and Local Government Finances. According to
the Census Burean’s Government Finance and Employment Classification manual, the
following is an example of current charges that would be included in a state or local
government’s general revenue from own sources: “Gross revenue of facilities operated by
a government {swimming pools, recreational marinas and piers. golf courses, skating
rinks, musenms, zoos, efc.); awxiliary facilities in public recreation areas (camping areas,
refreshment stands, gift shops. etc.); lease or use fees from stadiums, audiforivms. and
community and convention centers; and rentals from concessions at such facilities ™

3.4. What is the trime period for estimating revenue loss? Will revenue losses experienced
prior to the passage of the Act be considered?

FRecipients are permitted to calculate the extent of reduction in revenue as of four points
in time: December 31, 2020; December 31, 2021; December 31. 2022; and December 31.
2023. This approach recognizes that some recipients may experience lagged effects of the
pandemic on revenues.

Upon receiving Fiscal Recovery Fund payments, recipients may immediately calculate
revenue loss for the period ending December 31, 2020.

-
i

What is the formula for calculating the reduction in revenue?

A reduction in a recipient’s General Revenue equals:

L.
Max {[Base Year Revemue* (1+Growth Adjustment)(™] - Actual General Revenue, - 0}

Where:
o
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Base Year Revenue is General Revenue collected in the most recent full fiscal year prior
to the COVD-19 public health emergency.

Growth Adfusiment 15 equal to the greater of 4.1 percent (or 0.041) and the recipient’s
average annual revenue growth over the three full fiscal vears prior to the COVID-19
public health emergency.

1 equals the number of months elapsed from the end of the base yvear 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 calculation date.

3.6. Are recipients expected to demonstrate that reduction in revenue is due to the
COVID-19 public health emergency?

In the Interim Final Rule, any diminution in actual revenue calculated using the formula
above would be presumed to have been “due to” the COVID-19 public health emergency.
This presumption is made for administrative ease and in recognition of the broad-based
economic damage that the pandemic has wrought.

3.7. May recipients use pre-pandemic projections as a basis to estimate the reduction in
revenue?

No. Treasury is disallowing the use of projections to ensure consistency and
comparability across recipients and to streamline verification. However, in estimating
the revenue shortfall using the formula above, recipients may incorporate their average
anmual revenue growth rate in the three full fiscal vears prior to the public health
EIETEENCY.

3.8. Once a recipient has identified a reduction in revenue, are there any restrictions on
how recipients use funds up to the amount of the reduction?

The Interim Final Rule gives recipients broad latinde to use funds for the provision of
government services to the extent of reduction in revemue. Government services can
mclude, but are not limited to, maintenance of mfrastructure or pay-go spending for
building new mfrastructure, including roads; modernization of cybersecurity, including
hardware, software, and protection of critical infrastructure; health services;
environmental remediation; school or educational services; and the provision of police,
fire, and other public safety services.

However, paying interest or principal on outstanding debt, replenishing rainy day or other

reserve finds. or paying settlements or judgments would not be considered provision of a
government service, since these uses of funds do not entail direct provision of services to

10
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cifizens. This restriction on paying interest or principal on any outstanding debt
mstrument, includes, for example, short-term revenue or tax anticipation nofes, or paying
fees or issuance costs associated with the issuance of new debt. In addition. the
overarching restrictions on all program funds (e g, restriction on pension deposits,
restriction on using funds for non-federal match where barred by regulation or statute)
would apply.

3.9. How do I know if a certain type of revenue should be counted for the purpose of
computing revenue loss? [5/27]

As discussed in FAQ #3.1, the Interim Final Rule adopts a definition of “General
Revenue” that is based on, but not identical, to the Census Bureau’s concept of “General
Revenue from Own Sources™ in the Anmal Survey of State and Local Government
Finances.

Recipients should refer to the definition of “General Revenue™ included in the Interim
Final Rule. See forthcoming 31 CFR 35.3. If a recipient is unsure whether a particular
revenue source 1s included in the Interim Final Rule’s definition of “General Revenue.”
the recipient may consider the classification and instructions used to complete the Census
Bureau’'s Annmual Survey.

For example, parking fees would be classified as a Current Charge for the purpose of the
Census Burean’s Anmial Survey, and the Interim Final Rule’s concept of “General
Revenue” includes all Current Charges. Therefore, parking fees would be included in the
Interim Final Rule’s concept of “General Revenue ™

The Census Bureau’s Government Finance and Emplovment Classification manual is
available here.

4. Eligible Uses — General

4.1. May recipients use funds to replenish a budget stabilization fund, rainy day fund, or
similar reserve account?

No. Funds made available fo respond to the public health emergency and its negative
economic impacts are intended to help meet pandemic response needs and provide
immediate stabilization for households and businesses. Contributions to rainy day funds
and similar reserves funds would not address these needs or respond to the COVID-19
public health emergency, but would rather be savings for future spending needs.
Similarly, funds made available for the provision of governmental services (to the extent
of reduction in revemue) are intended to support direct provision of services to citizens.
Confributions to rainy day funds are not considered provision of government services,
since such expenses do not directly relate to the provision of government services.

11
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4.2. May recipients use funds to invest in infrastructure other than water, sewer, and
broadband projects (e.g. roads, public facilities)?

Under 602(c){10C) or 603(c)(1)(C), recipients mav use funds for maintenance of
mfrastructure or payv-go spending for building of new infrastructure as part of the general
provision of government services, to the extent of the estimated reduction in revenue due
to the public health emergency.

Under 602(c){ 1)} A) or 603(c)(1)(A), a general infrastructure project typically would not
be considered a response fo the public health emergency and its negative economic
mmpacts unless the project responds to a specific pandemic-related public health need
(e.g., investments in facilities for the delivery of vaccines) or a specific negative
economic impact of the pandemic (e g., affordable housing in a Qualified Census Tract).

4.3. May recipients use funds to pay interest or principal on outstanding debt?

No. Expenses related to financing, including servicing or redeeming notes, would not
address the needs of pandemic response or ifs negative economic impacts. Such expenses
would also not be considered provision of government services, as these financing
expenses do not directly provide services or aid fo cifizens.

This applies to paving interest or principal on any outstanding debt instument, including,
for example, short-term revenue or tax anticipation notes, or paying fees or issuance costs
associated with the issuance of new debt.

4.4. May recipients use funds to satisfy nonfederal matching requirements under the
Stafford Act? May recipients use funds to satisfv nonfederal matching requirements
generally?

Fiscal Recovery Funds are subject to pre-existing limitations 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 of Federal finds to meet matching requirements. For
example, expenses for the state share of Medicaid are not an eligible use. For information
on FEMA programs, please see here.

i
rn

Are governments required to submit proposed expenditures to Treasury for
approval? [5/27]

No. Recipients are not required to submit planned expenditures for prior approval by
Treasury. Recipients are subject to the requirements and guidelines for eligible uses
contained in the Inferim Final Rule.

4.6. How do I know if a specific use is eligible? [5/27]

Fiscal Recovery Funds mmst be used in one of the four eligible use categories specified in
the American Rescue Plan Act and implemented in the Interim Final Rule:

12
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a) To respond to the public health emergency or ifs 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-19 public health emergency relative to revenues collected in
the most recent finll fiscal year prior to the emergency; and

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

Recipients should consult Section II of the Interim Final Rule for additional information
on eligible uses. For recipients evaluating potential uses under (a), the Interim Final Rule
contains a non-exclusive list of programs or services that may be funded as responding to
COVID-19 or the negative economic impacts of the COVID-192 public health emergency,
along with considerations for evaluating other potential uses of Fiscal Recovery Funds
not explicitly listed. See Section 2 for additional discussion.

For recipients evaluating potential uses under (c), the Interim Final Rule gives recipients
broad latitude to nse funds for the provision of government services to the extent of
reduction in revenue. See FAQ #3.8 for additional discussion.

For recipients evaluating potential uses under (b) and (d). see Sections 5 and 6.

Fll

5. Eligible Uses — Premium Pav

5.1. What criteria should recipients use in identifving essential workers to receive
premium pay?

Essential workers are those in critical infrastructure sectors who regularly perform in-
person work, interact with others at work, or physically handle items handled by others.

Critical infrastructure sectors include healtheare, education and childcare. transportation,
sanitation, grocery and food production, and public health and safety, among others, as
provided in the Interim Final Rule. Governments receiving Fiscal Recovery Funds have
the discrefion to add additional sectors to this list. so long as the sectors are considered
critical to protect the health and well-being of residents.

The Interim Final Rule emphasizes the need for recipients to prioritize premium pay for
lower mcome workers. Premium pay that would increase a worker's total pav above
150% of the greater of the state or county average annual wage requires specific
justification for how it responds to the needs of these workers.

13
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5.2. What criteria should recipients use in identifving third-party emplovers to receive
grants for the purpose of providing premium pay to essential workers?

Any third-party emplovyers of essential workers are eligible. Third-party contractors who
employ essential workers in eligible sectors are also eligible for grants to provide
premium pay. Selection of third-party emplovers and contractors who receive grants is at
the discretion of recipients.

To ensure any grants respond fo the needs of essential workers and are made in a fair and
transparent manner, the mle imposes some additional reporting requirements for grants to
third-party employers, inchuding the public disclosure of grants provided.

h
-

May recipients provide premium pay retroactively for work already performed?

Yes. Treasury encourages recipients to consider providing premium pay retroactively for
work performed during the pandemic. recognizing that many essential workers have not
vet received additional compensation for their service during the pandemic.

6. Eligible Uses — Water, Sewer, and Broadband Infrastructure
6.1. What tvpes of water and sewer projects are eligible uses of funds?

The Interim Final Rule generally aligns eligible uses of the Funds with the wide range of
types or categories of projects that would be eligible to receive financial assistance
through the Environmental Protection Agency’s Clean Water State Revolving Fund
{CWSEF) or Drinking Water State Revolving Fund (DWSEF).

Under the DWSEF, categories of eligible projects include: treatment, transmission and
distribution (including lead service line replacement), source rehabilitation and
decontamination, storage, consolidation, and new systems development.

Under the CWSEEF. categories of eligible projects include: construction of publicly-
owned treatment works, nonpoint source pollution management. national estuary
program projects, decentralized wastewater treatment systems, stormwater systems, water
conservation, efficiency, and rense measures, watershed pilot projects, energy efficiency
measures for publicly-owned treatment works, water rense projects, security measures at
publicly-owned treatment works, and technical assistance to ensure compliance with the
Clean Water Act.

As mentioned in the Interim Final Rule, eligible projects under the DWSEF and CWSEF
support efforts to address climate change. as well as to meet cybersecurity needs to
protect water and sewer infrastmucture. Given the lifelong impacts of lead exposure for
children, and the widespread nature of lead service lines, Treasury also encourages
recipients to consider projects to replace lead service lines.

14
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May construction on eligible water, sewer, or broadband infrastructure projects
continue past December 31, 2024, assuming funds have been obligated prior to that
date?

Yes. Treasury is interpreting the requirement that costs be incurred by December 31,
2024 to only require that recipients have obligated the funds by such date. The period of
performance will mn until December 31, 2026, which will provide recipients a
reasonable amount of time to complete projects funded with Fiscal Recovery Funds.

May recipients use funds as a non-federal match for the Clean Water State
Revolving Fund (CWSET) or Drinking Water State Revolving Fund (DWSRI)?

Recipients may not use funds as a state match for the CWSRF and DWSET due to
prohibitions in utilizing federal finds as a state match in the authorizing statutes and
regulations of the CWSEF and DWSEF.

Does the Nadonal Environmental Policy Act (NEPA) apply to eligible infrastucture
projects?

NEPA does not apply to Treasury’'s administration of the Funds. Projects supported with
payvments from the Funds may still be subject to WEPA review if they are also funded by
other federal financial assistance programs.

What types of broadband projects are eligible?

The Interim Final Rule requires eligible projects to reliably deliver minimum speeds of
100 Mbps download and 100 Mbps vpload. In cases where it is impracticable due to
geography, topography. or financial cost to meet those standards. projects must reliably
deliver at least 100 Mbps download speed. at least 20 Mbps upload speed, and be
scalable to a minimm of 100 Mbps download speed and 100 Mbps upload speed.

Projects nmst also be designed to serve unserved or underserved households and
businesses, defined as those that are not currently served by a wireline connection that
reliably delivers at least 25 Mbps download speed and 3 Mbps of upload speed.

For broadband investments, may recipients use funds for related programs such as
cybersecurity or digital literacy training?

Yes. Recipients may use funds to provide assistance to households facing negative
economic impacts due to Covid-19. including digital literacy training and other programs
that promote access to the Infernet. Recipients may also use funds for modernization of
cybersecurity, including hardware, software. and protection of critical infrastructure, as
part of provision of government services up to the amount of revenue lost due to the
public health emergency.
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7. Non-Entitlement Units (NEUs)
7.1. Can states impose requirements or conditions on the transfer of funds to NEUs?

As the stafute requires states to make distributions based on population, states mav not
place additional conditions or requirements on distributions to WEUs, beyond those
required by the ARPA and Treasury’s implementing regulations and guidance.

For example, states may not impose stricter limitations than permitted by statute or
Treasury regulations or guidance on an NEUs use of Fiscal Recovery Funds based on the
NEU’s proposed spending plan or other policies. nor permitted to offset any debt owed
by the NEU against its pavment. Further, states may not provide funding on a
reimbursement basis (e.g.. requiring WEUs to pay for project costs up front before being
reimbursed with Fiscal Recovery Fund payments), because this approach would not
comport with the statutory requirement that states make distributions to NEUs within the
statutory timeframe.

7.2. Can states transfer additional funds to local governments bevond amount allocated
to NEUs?

Yes. The Interim Final Rule permits states, territories, and Tribal governments to transfer
Fiscal Recovery Funds to other constituent units of government or private entities beyond
those specified in the statute, as long as the transferee abides by the transferor's eligible
use and other requirements. Similarly, local governments are authorized to transfer
Fiscal Recovery Funds to other constiment units of government (e g., a counfy is able to
transfer Fiscal Recovery Funds to a city, town or school district within it).

7.3. What is the definition of “budget™ for the purpose of the 75 percent cap on NEU
payments, and who is responsible for enforcing this cap?

States are responsible for enforcing the “75 percent cap™ on NEU payments. which is a
statutory requirement that distnibutions to NEUs not exceed 75 percent of the WEU s
most recent budget. Treasury interprets the most recent budget as the NETU' s most recent
annual fotal operating budget, including its general fund and other funds, as of January
27, 2020, States may rely for this determination on a certified top-line budget total from
the NEU. Funding amounts in excess of such cap must be returned to Treasury.

7.4. May states use funds to pay for the administrative costs of allecating and
distributing money to the NEUs?

Yes Ifnecessary, states may use Fiscal Recovery Funds to support the administrative

costs of allocating and distributing money to NEUs, as disbursing these funds itselfis a
response to the public health emergency and its negative economic impacts.
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8. Ineligible Uses

8.1. What is meant by a pension “deposit”? Can governments use funds for routine
pension contributions for employvees whose payroll and covered benefits are eligible
expenses?

Treasury interprets “deposit™ in this context to refer to an extraordinary payment into a
pension fund for the purpose of reducing an accrued, unfunded liability. More
specifically, the mnterim final rule does not permit this assistance to be used to make a
payment into a pension fund if both: (1) the pavment 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 pavments.

Under this interpretation. a “deposit”™ is distinct from a “payroll 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. In general. if an emplovee’s wages and salaries are an eligible use of Fiscal
Recovery Funds, recipients may treat the emplovee’s covered benefits as an eligible use
of Fiscal Recovery Funds.

9. Reporting
0.1. What records must be kept by governments receiving funds?

Financial records and supporting documents related to the award muist be retained for a
period of five vears after all fimds have been expended or returned to Treasury,
whichever i1s later. This includes those which demonstrate the award funds were used for
eligible purposes in accordance with the ARPA_ Treasury’s regulations implementing
those sections, and Treasury’'s guidance on eligible uses of funds.

0.2, What reporting will be required, and when will the first report be due?

Recipients will be required to submit an interim report. quarterly project and expenditure
reports, and annual recovery plan performance reports as specified below, regarding their
utilization of Coronavirus State and Local Fiscal Recovery Funds.

Interim reports: States (defined to inclhude the District of Columbia). territories,
metropolitan cities, counties, and Tribal governments will be required to submit one
interim report. The interim report will include a recipient’s expenditures by category at
the summary level and for states, information related to distributions to nonentitlement
units of local government nmst also be included in the interim report. The inferim report
will cover activity from the date of award fo July 31, 2021 and must be submitted to
Treasury by August 31, 2021. Nonenfitlement units of local government are not required

to submit an interim report.
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Quarterly Project and Expenditure reports: State (defined to include the District of
Columbia), territorial, metropolitan city, county, and Tribal governments will be required
to submit quarterly project and expenditure reports. This report will include financial
data, information on contracts and subawards over $50,000, types of projects fimded, and
other information regarding a recipient’s utilization of award funds. Reports will be
required quarterly with the exception of nonentitlement units, which will report annually.
An interim report is due on August 31, 2021, The reports will include the same general
data as those submitted by recipients of the Coronavirus Relief Fund, with some
meodifications to expenditure categories and the addition of data elements related to
specific eligible uses. 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 nmst be submitted to Treasury within 30 days after the end of each calendar
quarter.

Nonentitlement units of local government will be required to submit the project and
expenditure report annually. The inifial anmual Project and Expenditure report for
nonentitlement units of local government will cover activity from the date of award to
September 30, 2021 and must be submitted to Treasury by October 31, 2021. The
subsequent annual reports must be submitted to Treasury by October 31 each vear.

Recovery Plan Performance reports: States (defined fo include the District of Columbia).
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 fo
Treasury. This report will include descriptions of the projects funded and information on
the performance indicators and objectives of each award, helping local residents
understand how their governments are using the substantial resources provided by
Coronavirus State and Local Fiscal Recovery Funds program. The inifial recovery plan
performance report will cover activity from date of award to July 31, 2021 and must be
submitted to Treasury by August 31, 2021. Thereafter, the 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, 2021 to June 30, 2022 and
st be submitted to Treasury by July 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 further guidance and instructions on the reporting requirements for
program af a later date.

0.3, What provisions of the Uniform Guidance for grants apply to these funds? Will the
Single Audit requirements apply?

Most of the provisions of the Uniform Guidance (2 CFR Part 200) apply to this program,
mcluding the Cost Principles and Single Andit Act requirements. Recipients should refer
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to the Assistance Listing for detail on the specific provisions of the Uniform Guidance
that do not apply to this program. The Assistance Listing will be available on
beta. SAM gov.

10. Miscellaneous

10.1. May governments retain assets purchased with Fiscal Recovery Funds? If so, what
rules apply to the proceeds of disposition or sale of such assets?

Yes, if the purchase of the asset was consistent with the limitations on the eligible use of
funds. If such assets are disposed of prior to December 31, 2024, the proceeds would be
subject to the restrictions on the eligible use of payments.

10.2. Can recipients use funds for administrative purposes?

Recipients may use funds to cover the portion of payroll and benefits of employees
corresponding fo time spent on administrative work necessary due to the COVID-19
public health emergency and its negative economic impacts. This includes, but is not
limited to, costs related to disbursing pavments of Fiscal Recovery Funds and managing
new grant programs established vusing Fiscal Recovery Funds.

10.3. Are recipients required to remir interest earned on CSFEF/CLERF pavments made
by Treasury? [5/27]

No. CSFEF/CLFEF payments made by Treasury to states, territories, and the District of
Columbia are not subject to the requirement of the Cash Management Improvement Act
and Treasury’s implementing regulations at 31 CFR. part 205 to remit interest to
Treasury. CSFREF/CLFRF payments made by Treasury to local governments and Tribes
are not subject to the requirement of 2 CFR 200.305(b){8)—{%) to maintain balances in an
mterest-bearing account and remit payments to Treasury.

10.4. Is there a deadline to apply for funds? [5/27]
The Interim Final Rule requires that costs be incurred by December 31, 2024 Eligible
recipients are encouraged to apply as soon as possible. For recipients other than Tribal

governments, there is not a specific application deadline.

Tribal governments do have deadlines to complete the application process and should
visit www treasury. gov/SLERPTribal for gnidance on applicable deadlines.
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DEPARTMENT OF THE TREASURY over 32 million and killed over 575,000  COVID-19, including testing, contact
Americans.® The disease has impacted  tracing, isolation anr?quaranti ne, public

31 CFR Part 35 avery part of life: As social distancing communications, issuance and

HIN 1505-ACTT became a necessity, businesses closed,  enforcement of health ordars,

Coronavirus State and Local Fiscal
Recovery Funds

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

suMMARY: The Secretary of the Treasury
(Treasury) is issuing this interim final
rule to lmplementr&e Coronavirus State
Fiscal Recovery Fund and the
Coronavirus Local Fiscal Recovery Fund
established under the American Rescue
Plan Act.

DATES: tive dute: The provisions in
this inle?:ﬂnal rule are eﬁ:ctive May
17, 2021.

Comment date: Comments must ba
received on or before July 16, 2021.
ADNDRESSES: Pleasa submit comments
alectronically through the Federal
eRulemaking Portal: http://
www.regulotions. gov. Comments can be
mailed to the Office of the
Undersecretary for Domestic Finance,
Department of the Treasury, 1500
Pannsylvania Avenue NW, Washington,
IC 20220, Bacause postal mail may be
subject to processing delay, it is
recommendad that comments be
submitted electronically. All comments
should be captions with “Coronavirus
State and Local Fiscal Recovery Funds
Interim Final Rule Comments.” Fleaze
include your name, organization
affiliation. addrezs, 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 httpsfwww. regulations. gov
without change, including any business
or personal information I|:lr|:nrided.
Comments received. including
attachments and other supportin
materials, will be part of the public
record and subject to public sisclnaure.
Do not enclose any information in your
comment or supporting materials that
you consider confidential or
inappropriate for public disclosura.

FOR FURTHER INFORMATION CONTACT:
Katharine Richards. Senior Advisor,
Office of Recovery Programs,
Department of the Treasury, (844) 520—
9527.

SUPPLEMENTARY INFORMATION:
I. Background Information
A. Chverview

Since the first case of coronavirus
disease 2019 [COVID-19) was
discovered in the United States in
January 2020, the disease has infected

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.® As of April
2021, there were still 8.2 million fewar
jobs than before the pandemic_* During
this time, a significant share of
houssholds have faced food and
housing insecurity+ Economic
disruptions impaired the flow of credit
to households, State and local
governments, and businesses of all
sizes.s As businesses weathered
closuras and sharp declines in revenue,
many were forced to shut down,
especially small businesses.®

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

T Cantars for Disaasa Contral and Provandson,
CONVTD Data Tracker, fttpfwww.covid.ode. gov!
covid-dmn konfEd, kor-home (last visited
May B, 2021).

LS. Burean of Labor Statistics, Umsﬂmm
Fata [UNRATE], retrisved from FREIL, Fa
Resarva Bank of 5. Louis; fdfps
Jrod_stiouisfod. ony'seres TUNRATE, May 3. 2021
U.5. Burgau of Labar Statistics, Employmant Laval
[LNLiazo0o0ma], retrieved from , Fadaral
Resarva Bank of 5. Louis; fdtpss
oo _stivuisod. ong'seresLNL G000000, May 2,
021,

5. Burean of Labor Statistics, All Employeas,
Tatal Monfarm [PAYEMS]. retrievad from FRED,
Fadaral Resarve Bank of 5t. Loais; httpsY
Jred_sticuisfed. org/series/PA YEMS, May 7, 2021.

4 Nirmita Panchal ot al., Tha Implications of
COVI-14a for Montal Health and Suhstanos Abusa
(Feh. 10, 2021), hatps:'www. kfif.org/ooronavirus-
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for-mental-heahh-and-substanoo-usa/s: - oxt =
Mdar¥ 2iadulisT20ara¥ 20also% 20

e, priar % 20tn % 20tha % 20cwrneet % 20crisis; LS.

Cansus Burean, Household Pulss Survaey:
Measuring Social and Evonomic Impacts during the
Caranavirus Pandiermic, S www cemsus.gov/
programs-sarveys housahald-pubse-survay Btm]
(last wisitad Apr. 26, 2021]; Rebeora T. Loeb et al.,
Mantz] Health-Related Emengency Dapartment
Visits Among Children Aged <18 Years During tha
CONVTD Pandemic—Unitad States, [anuary 1—
Octabar 17, 2020, Morb. Mortal. Wkly. Rap.
EA[45) 167580 [Nov. 13, 2020), htps!

www.ode govimmwn volemes/ 65 wr!

memBE®45a3. him.

% Board of Govarnars of the Fedaral Resarva
Systeem, Monetary Policy Rapont (Juna 12, 2020),
hitpsfuwww. federimesene. gov/mosetarypodicy”
202006 pr-summ ary-film.

& Josaph B. Biden, Remarks by Prasident Biden on
Halping Small Businasses [Fab. 22, 2021), ftpsy
www. wiitefowse gov/briefisg-room/speeches-
remorks 2021702 28 remorks-by-presidend-biden-
an-heiping-smail-businesses’.

Thichanl Loachman, House Bud

expansions to health system capacity
like alternative care facilities, and in
recent months, a massive nationwide
mobhilization around vaccinations.
Governments also have supported major
afforts to prevent COVID-19 spread
through safety measures in settings like
nursing homes, schools, congregate
living settings, dense worksites,
incarceration settings. and public
facilities. The pandemic’s im on
behavioral health, including the toll of
pandemic-related stress, have increased
the need for behavioral health resources.

At the same time, State, local and
Tribal governments launched major
afforts to address the economic impacts
of the pandemic. These efforts have
been tailored to the neads of their
communities and have includad
expanded assistance to unemployed
waorkers; food assistance; rent, morgage,
and utility support; cash assistance;
internet access programs; expanded
services to su Ep-urt individuals
experiencing homelessness; sup
individuals with disabilities an
adults; and assistance to small
busineszes facing closures or revenue
lozs or implementing new safaty
maasures.

In responding to the public health
emergency and its negative economic
impacts, State, local, and Tribal
governments have ssan substantial
increases in costs to provide these
services, often amid substantial declines
in revenue due to the economic
downturn and changing economic
patterns cluri:;i'{J the pandemic.” Facing
thesa 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

ovarnments reduced their workforces
E:.r more than 1.5 million jobs and. in
April of 2021, State. local, and Tribal
government employment remainaed
nearly 1.3 million jobs below pre-

andemic levels.s These cuts to State,
ocal, and Tribal government workforces

rt for
older

Bill Provides
Moaded Fiscal Aid for States, itias, Tribal
Matioms, and Tarritaries (Fob. 10, 2021], kitpss
www.chpp.orgresearchisimte-budget-os d-dox
house-budged-bill-provides-meeded- fTscal-aid-for-
states-localities.

A1.5. Burean of Labor Statistics, All loyess,
State Covernment [CES0920000001 | and ALl
Employaes, Local Covarnmant [CESa093000001].
metrigved from FRED, Fadaral Reserva Bank of 51
Louis, hitpsffred. stovisied orgsaries’
CESa00000007 and hitpsfred stlorisod. og’
sares/CESM03000007T (last visited May 8, 2021).
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come at a time when demand for

overnment services is high. with State,
ocal, and Tribal governments on the
fromtlines of fighting the pandemic.
Furthermore, State, local, and Tribal
E-:wemment austerity measures can

ampar overall economic growth, as
oocurred in the recovery from the Great
Recession.®

Finally, although the pandemic’s

impacts have beon widespread, both the
public health and economic impacts of
the pandemic have fallen most severaly
on communities and populations
disadvantaged before it Eegan. Low-
income communities, people of color,
and Tribal communities have faced

higher rates of infection, hospitalization,

and death,' as well as higher rates of
unemployment and lack of basic
necessities like food and housing.1? Pre-
existing social vulnerahilities magnified
the pandemic in these communities,
where 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=19 health outcomes. 12
Similarly, communities or households
facing economic insecurity before the
andemic were lass able to weather
siness closures, job losses, or declines
in earnings and were lass able to
participata in remote work or education
due to the inequities in access to
reliable and affordable broadband
infrastructure.” Finally, though schools
in all areas faced challenges, those in
high poverty areas had fewer resources
to adapt to remote and hybrid learning
mudels. 1+ Unfortunately, the pandemic

#Tracy Cordon, State and Locz] Bo and tha
Croaa Booassion, Brookings Institution (Dac. 31,
2012], hitp # www brookisge edufortichkes/stato-ord-
local-badgets-os d-the-greot-recessics.

10 Eobgstian [N Bomano at al., Trends in Bacial
and Ethmic Disparities in COVID-19
Hospitalizations, by Region—Unitod States, March—

bar 2020, Marb Mortal Wkly Fap
2021, PicEE0-565 (Apr. 16, 20E1), o
www. oo g mmwn o e 0w
mm T sel htmPfs_cid=mmr0I5e2_w.

" Cantar om Ha and Policy Pricritios,
Tracking tha CL) 1% Bacession's Effacts on
Food, Housing, and loymant Hardships,
h@#ﬂm.ipp.n%pﬂﬂr@wp;
imequaliy/trockis g-the-oovid- 1 S-recession s-affects-
an-honseg-amd (last visited May 4. 20211

1Z Lisz B. Fortuma at al., Inequity and the
Disproportsonats Impact of COVII-19 an
Communities of Color in tha United States: The
Moad for Trauma-Informed Sccial Justice Eosponss,
Psychologial Truma Yol. 12(5)443-45 (2020],
available af tpsYpasonel.opoonpfulltect/ 2020
37320-001. pof.

T Emily Voglos of al., 53% of Amoncans Say tha
intarnat Has Essantial During tha COVII-19
Cuathraak [(Apr. 20, 2020), https"

W pewesnarch.orgin tere b/ 2020004/ 3005 3-of-
americans-sry-the-intormet-bos- been-assential-
durimg-the-cowid- 15-cuthrook/.

M Emma Dom at al., COVII-19 and studant
lazrning in the Unitad States: Tha hurt cowld kst

also has raversed many gains made hy
communities of color in the prior
economic expansion.®

B. The Stotute and Interim Final Rule

On March 11, 2021, the American
Rescue Plan Act (ARPA] was signad into
law by the President.’s Section 9901 of
ARPA amended Title V1 of the Social
Sacurity 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).™® ']%1& Fiscal
Recovery Funds are intended to provida
support to State, local. and Tribal
povernments (together, recipients) in
responding to the impact of COVID-19
and in their efforts to contain COVID-
19 on their communities, residents, and
businessaz. The Fiscal Recovery Funds
build on and expand the support

rovided to these governments over the
ast year, including through the
Coronavirus Relief Fund [CRF).1?

a lifatima June 2020], hitps¥

wilest chuldrensimstitute. et Sites dafou o e
documents GOV 158 d-studem- earmimg-in-Lfe-
mited-States_FINAL pdf; Andrew Bacher-Hicks ot
al., Inaguality in Househald Adaptaticn to
Schooling Shocks: Covid-Indued Onlina

enant in Rzl Tima, . of Public Econ. Vol
1930C) Fuly 2020), availobie of biips
www.nber.org/popers/ w2555,

1 See, eg., Tylar Atkinson & Alex Richer,
Fandamic ﬁispmpurt.inmaml'_r Affects Woman,
Minority Labar Faroa P:.rtl.ﬂpal.iun. htipsfy
www.dalimsfied. crgfresearchfeoorom ics 202601 1 16
(last wisitad May 9, 2021k Jared Barnstein & Janalla
Jonas, The Impact of tha COVI19 Racession on the
Jobe and Incomes of Parsons of Colar, hitpss
www.chppLong/sitesdefin il atoms{ies's-2-
2otrd_0.pdf [last visited May 9, 2021].

15 Amarican Rascua Plan Act of 2021 [ARPA), mc.
9001, Public Law 117-2, codifiod a1 42 1.5, 802
ot s The term “'state™ as used in this
EUPFLEMENTARY INFORBATION and dofined in section
602 of tha Ad moans aach of the 50 Satos and the
District of Columbia. Tha tarm “territory” as used
in this EUPPLEMERTAAY INFORMATION and dafimod in
saction 602 of tha Act means the Commonwaalth
of Puario Rico, tha United States Virgin Islands,
Guam, tha Commuonweakh of Morthern Mariana
Isdlands, and Amarican Samoa. Tribal govarnmant is
dafined in the Art and the intorim final ruls to
maan “‘the mongnized governing body of any [ndian
or Alaska Mative tribe, band, naticn, poablo, willaga,
comenunity, componant band, o componoat
mﬂl.iﬂ?l individually identifiad [imdiﬂa
paranthaticzlly) in the list published most recontly
as af tha dain of anactmant of the [Americn Besous
Flan Act] purssant to section 104 of tha Fedarall
Recognized Ind@n Tribe List At of 1994 (25 ULEC
5131).7 Sea section 602{gH7) of the Social Security
Act, as added by the Amarican Boscue Plan Ac. On
January 24, 2021, tha Burmu of Indian Affairs
publishad a current list of 574 Tribal entitics. Soo
85 FE 7554, January 20, 2021. The torm “locl
povernmants" as ussd in this EUPPLEMENTARY
INFORMATION includas matropolitan citias, counties,
and noneatitlemant units of leal governmsat.

1742 ULS.C. BO1 &t seq.

1 Baetions 602, 603 of tha A

10Tha (RF was esiablishad by the section 601 of
tha Act as addad by the Coromavirus Aid. Ralief,
and Economic Secarity Act (CARES Ac), Public
Law 116136, 134 Stat. z81 (2020).

Through the Fiscal Recovery Funds,
Congress provided State, local, and
Tribal governments with significant
razources to respond to the COVID-19
public health emergency and its
aconmmic impacts four
catepories of eligible uses. Section 602
and section 603 contain the same
aligible usas; the primary difference
betwean 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 of local government, and counties.
Sections B02(c)(1) and 603(c](1) provide
that funds may be used:

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

(b) To respond to workars performing
essential work during the COVID-10
public health emergency by providing
]:|remiu1:|:1]\ﬂa;.r to Elig:ih]e workers;

() For the provision of government
services to the extent of the reduction in
revenue due to the COVID-18 public
health emergency relative to revenues
collected in the most recent full fiscal
year prior to the emergency; and

[dJPT.:. make necessary investments in
water, sewer, or broadband
infrastructure.

In addition, Co s clarified two
types of uses which do not fall within

sge four ca ries. Sections
602(c)(2)B] and 603(c)(2) provide that
these eligible uses do not include, and
thus fungla may not be used for,
depositing funds into any pension fund.
Section 602(c){Z)A) 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
rezulting from a change in law,
regulation, or administrative
interpretation.™

The ARPA provides a substantial
infusion of resources to meet pandemic
rezponse neads and rebuild a stronger,
muore aguitable economy as the country
recovers. First, payments from the Fiscal
Recovery Funds help to ensure that
State. local, and Tribal governments
have the respurces neaded to continue
to take actions to decrease the spread of
COVID-19 and bring the pandemic
under control. Payments the Fiscal
Recovery Funds may also be used by
recipients to provide suppaort 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
povernment revenue lost due to COVID-
18, 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

stemic public health and sconomic

allenpges that may have contributed to
more severe impacts of the pandemic
among low-income communities and
paopla of color.

Within the eligible use categorias
outlined in the Fiscal Recovery Funds
provisions of ARPA, State, local. and
Tribal governments have flaxibility to
determine how best to use payments
from the Fiscal Recovery Funds to mest
the neads of their communities and

pulations. The interim final rule

ilitates swift and effective

implementation by establishing a
framewuork for determining the trpea of
programs and services that are eligible
under the ARPA along with examples of
uses that State, local, and Tribal

overnments may consider. These usas
Euild on eligible expenditures under the
CEF, including some expansions in
aligible uses to respond to the public
health emergency, such as vaccination
campaigns. They alzo reflact changes in
the needs of communities, as evidenced
by, for example, nationwide data
demonstrating disproportionate impacts
of the COVID-10 public health
emergency on certain populations,
geographies, and economic sectors. The
interim final nule takes into
consideration these disproportionate
impacts by recognizing a broad range of
aligible uses to help States, local, and
Tribal governments sup 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 as
of the interim final rule and, to better
facilitate public comment. has includad
specific questions throughout this
SUPPLEMENTARY INFORMATION. Treasury
encourages State, local, and Tribal

overnments in particular to provide

back and to engage with Treasury

regarding issues that may arise
regarding all aspects of this interim final
rule and Treasury’s work in
administering the Fiscal Recovery
Funds. In addition. the interim final
rule establishes certain regular reporting
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requirements, including by requiring
State. local, and Tribal governments to
publish information regarding uses of
Fiscal Recovery Funds payments in
their local jurisdiction. These reparting
requirements reflect the need for
transparency and sccountability, while
recognizing and minimizing the burden,
particularly for smaller local
governments. Treasury urges State,
territorial, Tribal, and local governments
to engage their constituents and
communities in developing plans to use
these payments, given Ele scale of
funding and itz potential to catalyvze
broader economic recovery and

rebuilding.
I1. Eligible Uses
A. Public Health and Economic Impacts

Sections B02(c][1)(A] and G02(c](1(A)
provide significant resources for State,
territorial. Tribal governments. and
counties, metropolitan cities, and
nonentitlement units of local
governments (each referred to azs a
recipient] fo mest the wide range of
public health and economic impacts of
the COVID-19 public health emergency.

These provizions 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-
18 public health emergency, including
assistance to households, small
businessaz, and nonprofits and aid to
impacted industries, such as tourism,
travel, and hospitality.=o

Accordingly, to assess whether a
program or service is included 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
o™ the COVID-19 public health
emergency requires the recipient to,
first, identify a need or negative impact
of the COVID-108 public health
emergency and, second, identify how

rogram, service, or other
intervention addrezses the identified
nead or impact. While the COVID-19
public health emergency affected many
aspects of American life, aligible uses
under this category must be in response
to the disease itsslf or the harmfu
consaquences of the economic
disruptions resulting from or
axacerbated by the COVID-19 public
health emergency.

0 Bactions BOZ[CI[1A), 6B02{cH1)(A] of the Ao

The interim final rule implements
thesa provisions by identifying 2 non-
exclusive list of programs or services
that may be funded az responding to
COVID-19 or the negative economic
impacts of the COVID-19 public health
emergency, along with considerations
for evaluating other potentizl uses of the
Fiscal Recovery Funds not explicitly
listed. The interim final rule alsa
provides flexibility for recipients to use
payments from the Fiscal Recovery
Funds for programs or services that are
not identified on these non-exclusive
lists but that fall under the terms of
section 602 (c)(1)iA) or BO3(c)(1)A) by
rezponding to the COVID-19 public
heal:].fit 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-19
Fu'l:l:ic health ememency, the interim

inzl rule provides that payments from
the Fiscal Recovery Funds should be
desipned to address an economic harm
rezulting from or exacerbated by the
public health ememency. Recipients
should assess the connection betwean
the tive economic harm and the
COVID-19 public health BMETZENCY, the
nature and g:tent of that harm, arll;?hl:mr
the use of this funding would address
such harm.

As discussed. the pandemic and the
necezsary actions taken to control the
spread had a severs impact on
households and small businesses,
including in particular low-income
workers and communities and people of
color. While eligible uses under sections
602(c)[11[A) and 603cI1)A) provide
flexibility to recipients to identify the
mast pressing local needs, Treasury
encourages recipients to provide
assistance to those houssholds,
businesses. and non-profits in
communities most disproportionately

impacted by the pandemic.
1. Responding to COVID-18

On January 21, 2020, the Centers for
Disease Control and Prevention (CIC)
identified the first case of novel
coronavirus in the United States.= By
late March, the virus had spread to
many States and the first wave was
growing rapidly, centered in the
northeast. =2 This wave brought acute

I Pross Baloass, Contars for Diseasa Coatrol and

Pravamtion, First Traval-ralated Casa of 20019 Novel
Cormnavirus Detacied in United States (Jan. 21,
2020], hitpswww.cde.gow'medin/releoses 200"
P12 1 -movel-corer ovines-troval-cose.flm .

= Anne Schuchat ef al., Public Health Bespansa
to the Imitiation and Spread of Pandemic COVID-
19 in tha United Statas, Fabruary 24-April 21, 2021,
MMWE Morh Mortal Wkly Rap 2021, 69(18):551-
56 May 8, 2021), Atpsfwwwecde govdnmmwe’
volumon S0 wrn w601 8o flm.
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strain on health care and public health
systems: Hospitals and e
medical SEI"-"ICES struggled to manage a
major influx of patients; res
personnel faced shortage
protective equipment;
virus was scarce; and mngregate IJ'.'mg
facilities like nursing homes a.n.d.jvcrian:rna
zaw rapid spread. State_ local, an
Tribal governments mobilized to
ort the health care system, izsue
public health orders to mitigate virus
spread, and communicate safety
measures fo the public. The United
States has since E.ae:l at least twa
additional COVID-18 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. =
By early May 2021, the United States
has experienced over 32 million
confirmed COVID-19 cases and over
575,000 deaths. >+
Mitigating the impact of COVID-19.
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 responze from State, local and
Tribal governments. New or heightened
public health needs include COVID-18
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 meat new
demands or scaling needs. State, local,
and Tribal governments have also
supported major efforts to prevent
COVID-19 sEread through safety
measures at key settings like nursing
homes. schools, congregate living
settings, dense worksites. incarceration
settings, and in other public facilities.
Thiz has included implementing
infection prevention mezsures or
making ventilation improvements in
congregate settings, health care settings,
or other key locations.
Other response and adaptation costs
include capital investments in public
facilities to meet pandemic operational

G DF;IEL’EDM[

LCantars for Disaase Controd and Pravention,
COVID Data Tracker: Trends in Mumbsr af
COVI-19 Cases and Dhaths in the LIS Raparted to
(I, by Stated Tarritary, fttpsYeowd.odegow’
covid-doto-trocker/#trends_doilytres dscoses [last
visited May 8, 2021].

ELY
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neads, such as physical plant
improvements to public Iimapil.als and
health clinics or adaptations to public
buildings to implement COVID-19
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 administerad to date. ==

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

ublic and, if vaccinations are approved

r children in the future, eventually for
youths. This also includes monitoring
the spread of COVID-19 variants,
understanding the impact of these
variznts (especially on vaccination
efforts), developing approaches to
respond to those variants, and
manitoring global COVID-19 trends to
understand continued risks to the
United States. Finally, the long-term
health impacts of COVID-19 will
continue to require & public health
re?unse ml:]ud.l.ng medical services for

idualz with " COVID,” and
research fo und.eratsn how COVID-19
impacts future health needs and raises
isks for the millions of Americans who
have been infected.

Other areas of public health have also
been negatively impacted by the
COVID-19 pandemic. For example, in
one survey in January 2021, over 40
percent of American adults reported
sympioms of depression or anxiety, up
from 11 percent in the first half o
2018.2 The proportion of children's
emergency department visits related to
mental health has also risen
noticeably.= Similarly, rates of
substance misuse and overdose deaths
have aEil:Ed: Preliminary data from the
CDC show a nearly 30 percent increase
in drug overdose mortality from
September 2019 to September 20202
Stay-at-home orders and other
pandemic responses may have also
raduced the ability of individuals
affected by domestic violence to access

2t Canders for Dissass Control and Preveotion,

COVID Data Tracker: COVID-19 Vaocinations in tha
United States, httpseovid.coe. govovid-doio-
trocker/fvoccinations (last visited May 2, 2021

% Panchal, nate 4; Mark E Creislar ot al.,
Mamtz] Health, Substance Abusa, and Suicidal
Ideation Daring COVID-19 Pandamic— Uniied
Statas, Juna 2430 2020, Morb. Mortal. Wily. Eap.
69[32)-1043-57 [Aug. 14, 2020), hr.q::_.-'.-'
M:dr,gwfmmwhww
mmER3Zalhtn.

T Lash, suprr nota 4.

i Contors for Dissase Provention and Control,
Maticnal Cander for Health Statistics, Provisional
Drug Ovardose Death Couands, Aitpssfwww ool gow”
schsfmvssivsrridrug-overdose-doto. it (last visibed
May 8, 2021).

services. = Finally, some preventative
public health measures Iiﬁe childhood
vaccinations have been deferred and
potentially forgone, ™
While the pandemic affectad
communities across the country, it
dla]:lrnp-urhnnalel]. impacted some
ographic groups and exacerbated
he-a]ﬂ'- inequities along racial, ethnic,
and socioeconomic lines.® The CDC
has found that racial and ethnic
minorities are at increased risk for
infection, hospitalization, and death
from COVID-19, with Hispanic or
Latino and Mative American or Alaska
Mative patients at highest risk.=?
Similarly, ]uu-ml:nm.e and socially
vulnerable communities have seen
most severe health impacts. Far
example, counties with hi verty
rates Elsa:- have the highesﬁ-laﬁ of !
infections and deaths, with 223 deaths
per 100,000 compared to the LS.
average of 175 deaths per 100,000, as of
May 2021.7 Counties with high social
vulnerability, as measured by factors
such as poverty and educational
attainment, have also fared more poorly
than the national average, with 211
deaths per 100,000 as of May 20214

S agan L. Evans, at al.. A Pandemic within a

Fandamic—Intimata Parinar Viclance during
Caovid-19, M. Engl. |. Mad.. 383:2302-04 [Tac. 10,
2020, availoble o htipsswwwenoin. o doifull!
10, 1056/ NEMp202 4046,

Meanna M. Santoli et al., EFmas of tha
COVID-19 Pandamic on Routine Pediatric Yaocing
Ordaring and Administration—United Statas, Morh.
Martal, Wkly. Rep. 6a[19):501-93 (May 8, 2020,
hitps=Fuww. cdc.ﬂuv."mmmfmhmaﬁsn-‘m
w68 T2 frim; Marisa l.'mg,dnnhlrrd al.,
MNotes from tha Fiald: Eebound in Boatine
Childbhood Vaocne Administration Following
Dacline During the COVIT-19 Pandamic—MNaw
York City. March 1-Juna 27, 2020, Morh. Moral.
Whly. Rep. 69(20):999-1001 (Jul. 31 2020), httpsy
wrw. cde povw mmwn volumes S0 wn
mnE83nad htm.

TDffce of tha White Housa, Mational Strategy for
tha COVID- 192 Responsa and Pandaenic
Pruparednoss (Jan. 21, 2021), ktps
www. wihido friowrse gowwp-cor ter Linpdoods/ 202 10 14
Notismail-Strategy-for-the-OO0VID- 18- Response-amd-
Pax demic-Preparedness. pdf.

TIn a study of 13 stams fom Oaober 1o
Davambar 2020, the CIN foand that Hispanic or
Lating and Native Amarican or Alska Native
individuals wera 1.7 times mara likely to visit an
amargancy ronen for COVI-19 than White
individuals, and Black individuals wana 1.4 times
mora likaly to do so ihan White individuals. Sea
Romano, supra nata 1.

A antars for Disease Control and Prevention,
CONVID Data Tracker: Trands in COVID-19 Casas
and Deaths in the United States. by County-Javal
Fopulaticn Factars, ftpssoowid.ode powfoowid-
detn-trackenSpop-foctors_totaldemths (last visited
May B, 2021).

HTha (s Social Vulnarability Index includoes
fifteen variables moasuring social vulnarshility,
incloding umnrnplnyrnm‘lt povarty, education
lavals, :lnal pameat housaholds, disability status,
noan-English speaking housahalds, crowdad
Bousing, and transporation aocass.

Camtars for Diseasa Control and Prevention,
CONVID Data Tracker: Trands in COVID-19 Casas
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Ower the last year, Native Americans
have experienced more than one and a
half times the rate of COVID-19
infections, more than triple the rate of
hospitalizations. and more than double
the death rate compared to White
Americans.?® Low-income and minority
communities also exhibit higher rates of
pre-axisting conditions that may
contribute to an increased risk of
COVID-19 m-:urtalit:.r.-""'

In addition, individuals living in low-
income communities may have had
more limited ability to socially distance
ar to self-isolate when ill, resulting in
faster spread of the vimus, and were
over-represented among essential
waorkers, who faced greater rizk of
exposure.”” Social distancing measures
in response to the pandemic may have
also exacerbated pre-existing gu lic
health challenges. For example, for
children living in homes with lead
paint. spending substantially more time
at home raizes the risk of developing
elevated blood lead levels. while
soreenings for elevated blood lead levels
declined during the pandemic.™ The
combination of these underlying social
and health vulnerabilities may have
contributed to more severe public health
outcomes of the pandemic within these
communities, rEEulI:ing in an
axacerbation of pre-existing disparities
in health outcomes_ 1=

and Deaths in the United Btates, by Social
Vulnarzhility Index, htipseovid cde gow/oovid-
dmin-tracken®pop-foctors_fsfoldoeat frs last visiind
May 8, 2021).

1L Candars for Disaass Control and Pravention,
Risk for COVID-19 Infecticn, Hospitalization, and
Daath By RacndEthnicity, Bipswwew coogow’
ooromavirm s 201 5 moow! oovid -data v vestigmiion s-
disooveryhospitmlizmtion-death-byroce-
ethaicity fdmi (las visited Apr. 26, 2021).

36 Zow, eg, Cantars for Dizaaso Control and
Provantion, Risk of Severo llness or Death froom
COVI-19 [Mec. 10, 20E0], Shpswemw.ode.gow”
coromavim s’ 200 f-roovoommus ity health-aguity!
rociol-athe ic-disporitics disparitics- il ess. Atm )
(last wisited Apr. 26, 2021).

37 Milona Almagro ot al., Racial Disparities in
Fromtline Workers and Housing Crowding During
COWI-19: Evidenca Fram Geclocation Data (Sspt.
22, 2020), NYL Starn School of Basinas
(forhecoming), cvailable ot hitpspapers serm.com
soldpapers.ofimfobstroct_id=3685249; Lo
MeCarmaek ot al, Esonomic Vulnarability of
Houscholds with Essaotial Workars, JAMA
2zal4-388-00 (2020), ovailable of fitps0
emanatwerk.comdorrmalsfamoifiliarticle”

2FETEI0.
36 Boe, e, Josaph G. Courtnay at al., Docreasaes
in Young Children Who Rooaived Blood Load Lewal

Tasting Dhring CIOVID-19—34 Jurisdictions,
January-May 2020, Mark. Mot Wkly. Eap.
70[5]:155-61 (Feb. 5, 2021], kitps - www.ode. gow’
mmwrvolnnes 70 wr/mm F0Sa . him; Emily A.
Hanfer & Lindsay F. Wilay. Hoalth Justica Strategias
to Combat COVIT-19: Protacting Vulnarahla
Communities During a Pandomic, Hmlth Affirs
Hiog (Mar. 13, 2020, Sbipswwwbeaitffjmis. o
de 10,1377 hidog20200219, FE 783 fullf,

0 Zow eg., Cantars for Disaase Conteod and
Frovantion, suprr nota 34; Banfor & Wiloy, supra
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Eligible Public Health Uses. The
Fiscal Recovery Funds provide
resources bo meet and address these
emergent public health needs, including
through measures to counter the spread
of COVID-19, the provision of
care for those impacted by the virus,
and through programs or services that
address disparities in public health that
have been exacer! by the pandemic.
To facilitate implementation and wse of
payments from the Fiscal Recovery
Funds, the interim final rule identifies
a non-exclusive list of eligible uses of
funding to respond to the COVID-19

ublic health emargency. Eligible uses

isted under this saction build and
axpand upon permissible expenditures
under the CRF, while recognizing the
differences between the ARPA and
CARES Act, and recognizing that the
rezponze to the OOVID-19 public health
emergency has changed and will
continue to l:.ha.nge over time. To assess
whether additionzal uses would be
aligible under this category, recipients
should identify an effect of COVID-18
on public health, including either or
b:vl.ﬂln;f immediate effects or effects that
may manifest over months or years, and
assess how the use would respond to or
address the identified nead.

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

« COVID-19 Mitipation and
Prevention. A bmaﬁang& of sarvices
and p ming are needed to contain
COVID-19. Mitigation and prevention
afforts for COVID-19 include
vaccination programs: medical care;
testing; contact tracing; suppaort for
isnlation or quarantine; supports for
vulnerable populations to access
meadical or p‘uE]ic health services;
public health surveillance (e.g.,
monitoring case trends, BENMIC

uencing for varianis); enforcement of
public health orders; public
communication efforts; enhancement to
health care capacity, including through
alternative care facilities; es of

rsonal protective equipment; support

r prevention, mitigation, or other
services in congregate living facilities
(... nursing homes, incarceration
settings. homelass shelters, group living
facilities) and other key settings |i.i]na
schools; #° ventilation improvements in

nota 38; Nathanial M. Lowis ot al., Disparities in

CONI-19 Incidenon, Hospitalzations, and Tosting
by Araa-Laval Deprivation—Utah, March 3 July 9,
2020, Marh. Mortal. Wily. Rop. 69(38):12609-73
(Sapt. 25, 2020), hbipsywwwcde, govmm we'
voltmes E0 wrdm i FE3Eed .

40This includas implemanting mitigation
strategias consistent with the Camters for Diseasa
Caontrod and Provemtion's (CIDC) Dperaticnal

congregate settings, health care seftings,
or other key locations; enhancement of
public health data systems; and other
public health responses #* They also
include capital investments in public
facilities to mest pandemic operational
neads, such as physical plant
improvements to ]:lul:lliclilma]:l:itals and
health clinics or adaptations to public
buildings to implement COVID-19
mitigation tactics. These COVID-19

revention and mitigation and
Emiues. among nm:’:s. “'E{I':IE efi ihla
expenditures under the CRF and are
eligible uses under this category of
aligible uses for the Fisml Recovery
Funds.sz

+ Medical Expenses. The COVID-19

uhlic health emergency continues to
Eave devastating ef on puhblic
health: the United States continues to
average hundreds of deaths per day and
the spread of new COVID-19 variznts
haz raised new risks and genomic
surveillance needs.s> Moreover, our
understanding of the potentially serious
and long-term effects of the 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.** State
and local governments may nead fo
continue to provide care and services to
address these near- and longer-term
neads A5

Stratngy for K-12 Schools through Phased

Frovamtion, available of fittps e ode. gow!
cormnavine’ 200 88 cow'oon menity/schos
childeare/sporation. stratogy. it L

41 Many of thesn axpenses wors also aligibla in
tha CRF. Canarally. funding uses aligible under CRF
as a rasponsa bo the direct puhlic health impacts of
COVI-19 will continua to ba eligible under tha
ARPA, including thosa not explicitly listed hora
[m.g., talomadicing costs, costs io facilfae
compliante with public health crdars, disinfaction
of public araas, facilitating distancs laarning,
increased solid wasto disposal neads related to PPE,
paid sick and paid family and medical leave to
public employess to anahle compliance with
COVI-19 public haahth procautions), with tha
following two axcaptions: (1) The standard for
aligibality of public: health and safaty payrolls has
beon npdated |seo section LA of this
SUPFLEMENTARY IMFOAMATION] and (2] axpansas
ralated to the issuance of tax-anticipation notes ara
oo loagar an aligibla funding usa (sea dismossion af
debt sarvica in saction 11.B of this SUPFLENENTARY
INFORMATION].

42 Coronavines Ralief Fund for States, Trikal
Covemeanis, and Cartain Eligible Lol
Covernmants, B6 FR 4182 (Jan. 15, 2021}, avrilmbls
at hitps:Tome troesury. govarstemfiles 136/ CHF-
Guidrs ce-Fedenal-Regisier_20271-00827. pdy.

4 Cantors for Dissase Control and Provantion,
sppn node 24,

i Cantars for Dissass Controd and Provention,
Loap-Tarm Effocts (Apr. 8, 2021), hetps-¥
www.ode gov/ooros evines 2018-noov Tos g-erm-
wffiects html [last visited Apr. 26, 20E1).

45 Pursuamt to 42 CFR 432 51 and 45 CFF. 75,306,
Fiscal Becovary Funds may not sarva as a State or
locality's oo ution of cartain Foderal funds.
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+ Behavioral Health Care. In addition,
new or enhanced State, local, and Trikal
government services may be needed to
meet behavioral health needs
exacerbated by the pandemic and
respond to other public health impacts.
These services include mental health
treatment, substance misuse treatmant,
other behavioral health services,
hotlines or warmlines, crisis
intervention, overdose prevention,
infectious disease prevention, and
seTVices or DUUEEEEI to promote access
to phiysical or behavioral health primary
care and preventative medicine.

+ Public Health and Safsty Stjf.
Treasury recognizes that responding to
the ]:ul:-i;c health and negative economic
impacts of the pandemic, including
administering the services described
above, requires & substantizl
commitment of State, local, and Tribal
government human resources. As a
result. the Fiscal Recovery Funds ma
be used for payroll and covered bene;;ts
expenses for public safaty. public
health, health care, human services, and
similar employees, to the extent that
their services are devoted to mitigating
or responding to the COVID-19 public
health emergency.*® Accordingly, the
Fiscal Recovery Funds may be used to
mpﬁlurl the payroll and covered benefits
for the portion of the employes'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 employess to be entirely
devoted to mitigating or responding to
the COVID-18 public health emergency,
and therefore fully covered, if the
emsll-:n:.ree. or his or her operating unit
or division, is primarily dedicated to
responding to the COVID-19 public
health emergency. Recipients may
consider other presumptions for
assessing the extent to which an
employes, division, or operating unit is
engaged in activities that respond to the
COVID-19 public health emergency.
provided that the recipient reassesses
periodically and maintains records to
support its assessment, such as payrall
records. attestations from supervisors or
staff, or regular work product or
con'espl:mgenne demonstrating work on

A8 [ . 1f an ampl ‘s wages and slarios
ara an aligibla usa nl'l'i:: Eoonvery Funds,
macipiants may treat tha amployea’s covened
benafits as an eligihls use of Fiscal Racovary Funds.
For purposes of tha Fismal Recowvery Fands, oowened
benafits inclwde costs of all types of leave [vacation,
family-relatnd, sick. mili . bersavemani,
sabbatical, jury duty], amployes insaranca (health,
lifa, dantal. vision), mtimmant (pensions, 400(k]],
unamplaymant banafit plans (Fedoral and stata),
warkers compensation insuranos, and Fedaral
Insuranca Contributions Aot (FICA) taxas (which
incdudes Social Secarity and Medicars taxes).
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the COVID-19 rezponse. Reniﬂ:‘i:ents
nead not routinely track staff hours.

+ Expensss to Improve the Design and
Execution of Health and Public Health
Programs. State, local. and Tribal

overnments may use payments from

Fiscal Recovery Funds to engage in
planning and analvsis in order to
improve p 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 fo Address Disparities in
Public Health Outcomes. In addition, in
recognition of the disproportionate
impacts of the COVII-19 pandemic on
health outcomes in low-income and
HNative American communities and the
importance of mitigating these effects,
the interim final rule identifies a
broader range of services and ams
that will bETreaumed to be regfpzﬁ-ding
to the public health emergency when
prowi in these communities.
Spacifically, Treasury will presume that
certain types of services, outlined
below, are eligible uses when provided
in a Qualified Census Tract (QCT) A7 to
familias living in QCTs, or when thesa
services are provided by Tribal
governments 4% Recipients may also
provide these services to other
populations, houssholds, or geographic
araas that are disproportionately
impacted by the pandemic. In
identifying these disproportionately-
im]:lad.ed communities, recipients
should be able to support their
determination that the pandemic
rezulted in disproportionate public
health or economic outoomes fo the

AT Quzlifiod Cansus Tracts ars 2 comman, radily-

acnassibla, and geographically granular mathod of
identifying communitios with a large propomtion af
low-monima residants. Using an axisting maasara
may speed implamentation and docreasa
administrativa burden, whils idantifying areas of
moad at a highly-localizod lovel.

Whila QCTs ame an afective ool ganemlly, many
trit] communitios have houssholds with a wide
ranga of incoma levals dua in part to non-tribal
enambar, high incomsa residents living in the
comenanity. Mixed income communities, with a
significant share of tribal membors at the lowast
lavals of incoma, are often oot included a5 eligihle
(CTs et trital rsidonts arn axparioncing
disproparticnate impacts doa to the pandemic
Tharafare, including all sarvicns provided by Tribal

mants is a more affective maans of ansuring
that disproportionately impacted Tribal mambars
Call MKEive Sarvicus.

ARTLE, of Housing and Urban
Davalopmamnt (HUD), Qualified Cansus Tracts and
Difficult Devalopmant Areas, fttps
www. hurdusor gow [idatasat s/t fim ! (last
visited Apr. 26, 2021); U.S. Dapartmant of the
Intarior, Bureau of Indian Afairs, Indian Lands of
Fadarally Rooognizad Tribes of the Unitod States
(Tuma 2016}, htipswww.bio gov'sitesbia govfiles’
aszoiz hin/ots wohtonn/pdfiide 1028535, palf [last
wisited Apr. 25, 2021).

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

Given the exacerbation of health
disparities during the pandemic and the
role of pre-existing social vulnerabilities
in driving these disparate outcomes,
services to address th disparities are

resumed to be responsive to the public

ealth impacts of the pandemic.
Specifically, recipients 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
Euhlic assistance programs and build

ealthier environments, such as:

+ Funding community health workers
to help community members access
health sarvices and services to address
the social determinants of health; 4=

+ Funding public benefits navigators
to assist community members wi

navigating and applying for available
Federal, State, E.I'lé:lﬂll:a. public benefits
OF SErVices;

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

+ Eemediation of lead paint or other
lead hazards to reduce ﬂBTD[ elevated
blood lead levels among children; and

+ Evidence-based community
violence infervention programs o
prevent violence and mitigate the
increase in violence during the

pandemic.sa

2, Respunding 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.
Az businesses closed, consumers stayed

home, schools shifted to remote

9Tha social determinants of health are tha social

and anvircnmental manditinns that affect health
outcomas, specifically sconoemic stahility, health
car aceess, social contast, neighborhoods and bailt
anvirnament, and edwation aomss. Sew, .., U5
Dapartmant of Hoalth and Human Servioes, (ffica
of Disaasa Pravantion and Health Promation,
Hoahhy Poople 2030: Social Detarminants of
Healih, https="‘herith. gov/healthypeoplafoliieciives.
and datofrocinl delermizoets-harith (last visited
Apr. 25, 2021).

EiNational Commission on COVID-19 and
Criminal Justice. Impact Report: COVID-19 and
Crima (Jan. 31, 2021), Afps=y
covid] f.couscilsnel g 202 1/0 17 71 fimpact-report-
covid-19-anrd-crime-2/ (showing a spike in
bhoemicida and assaults); Brad Boesrup at al.,
Alarming Tronds in US domastic violonos daring
tha COVID-19 pandemi:, Am. |. of Emerg. Med.
28(12}: 275355 (Dec. 1, 2020), merilabie at https
www.aiemiouwrmal.comdmiicle 073 5.

E75F A 203077 fulltext (showing a spika in
domesix: violencal.
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education, and travel declined
recipitously. over 20 million jobs were
ost in M and April 20205
Although many have returned to work,
as of April 2021, the sconomy remains
8.2 million jobs below its pre-pandemic
ak,** and more than 3 million workers
ave dropped out of the labor market
altogether relative to February 2020.5
Rates of unemployment are
particularly severe among workers of
color and workers with lower levels of
aducational attzainment; for example. the
overall unemployment rate in the
United States was 6.1 percent in April
2021, but certain groups saw much
higher rates: 0.7 percent for Black
workers, 7.9 percent for Hispanic or
Latino workers, and 8.3 percent for
waorkers without a high school
diploma.s Job losses have also besn
particularly steep am.unilnw wage
warkers, with these workers remaini
furthest from recovery as of the end o
202055 A severe recession—and its
concentrated impact among low-income
waorkers—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
astimated 10.7 million adults living in
households that were not current on
rent.ss Over the course of the pandemic,

S111.5. Burmau of Labor Statistics, All Employvesrs,
Total Nanfarm (PAYEME]. retrieved from FRED.
Faderal Rasarve Bank of 5t. Louis; httpsy/
Jfrod_stiouisfed. orgfsenes/PA YEMS (last visitod May
B, 2021).

52

5311.5. Burmau of Labor Statistics, Civilian Labor
Foroa Leval [CLF160V], retrieved from FREL,
Faderal Rasarve Bank of 5t. Louis, httpss/

Jired stiowis fed. orgseries ACLF 160V (last visitod May
&, 2021).

=15 Burau of Labor Statistics, Labor Forco
Statistics from the Curremt Popu ktion Survey:
Employment status of the civilian population by sax
and age (May B 2021), AtipsYwwwbis gov’
waws. relooss'ampsid. 000 him (last visitad May 8,
2021); U5, Bureaw of Labor Statistics, Labor Foroa
Statistics from the Currom Popaktion Survoy:
Employment status of the civilian noninstitutional
population by race, Hispanis ar Latino athnicity,
sox, and age May B, 2021), Atpswwubis gov’
weliom psitcpraeod. btm [last visited May B,
2021]; U.S. Bursaw of Labor Statisixes, Labor Foros
Statistics from the Curremt Popu ktion Survey:
Emplovment status of the civilian noninstitutional
population 25 years and ower by eductional
attainmant [May 8, 2021), htdpsfwww. bls.govweb’
empsitcpseaols. htm [last visited May B, 2021).

55 Elme Could & Jor Kandra, Wages in 2020
becawsa the bottom fall at of tha luw-m lahar
markst, Economic Policy Institute (Fab. 24, 2021),
hetpsfiles. api.o/pdi 2104 18 pdf. Sew also,
Michael Daltan ot al., Tha K-Shaped Recovery:
Examining tha Divarging Fortunes of Workars in tha
Beonwary from tha 149 Pandamic using
Husinass and Housshold Survey Micomdata, 1.5,
Huaraau of Labar Statistics Working Papar Series
(Feh. 2021}, Abpsfawwbils goviosmr/reseonch-
popers’ 2021 pdTec2 10020, pdf.

6 Cantor oo Hu and Policy Pricritias,
Tracking tha OO 19 Racession's Effocts on
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inequities also manifested along pender
]'Lnlrs. a5 schools closed to jn—pEErag;n
activities, leaving many working
families without child care during the
day.** Women of color have been hit
aspecially hard: The labor force

articipation rate for Black women has

llen by 3.2 percentage pointss# during
the pandemic as compared to 1.0
percentage points for Black men ** and
2.0 percentage points for White
women,

As the economy recovers, the effects
of the pandemic-related recession may
continue to impact households,
including a risk of longer-term effects on
aarni and economic potential. For
exmﬁ:. unemployed workers,
aspecially those who have experienced
longer perinds of unemployment, earn
lower wages over the long term once
rehired.s In addition to laber
market consaquences for unemployed
workers, recessions can also cause
longer-term economic challenges
through, among other factors, damaged
consumer credit scores 52 and reduced
familial and childhood wellbeing. "=

Food, Housing. and Employmant Hardships,
hitps-famww. i researchpoverty-oed-
i.rr.ngslfﬂ.ﬁ.r_lﬂ'hacglrp -covid-1 !Fmﬁg i
an-food-housimg-ord (last visied May 8, 2021).

T Warman have carried o larger share of dhildcars
msponsibilities than men during the COVID-19
crisis. Sow, @g., Goma Famarmo & Maria . Prados,
Cander differences in couplas’ division of
childcare, work and mantal health during COVID-
14, Rav. Econ. Housahald 19:1 |-1n1:.~n;?[l].
available ot fltps: A link springer.comfonticle’
1010067 5T 1 ISLGHI-095 34 7: Titan Alon ot al_, Tha
Impact of COVID-19 on Cander Equality, National
Hureau of Econcanis Ressarch Waorking Paper 26947
(April zoza), ovailabile ot httpswww. pber.org’
popars/w2E9d7.

115, Bursau of Labor Statistics, Labor Fons
Participaticn Fate—20 Yrs. & Ovar, Black or African
Amarican Woman [LNS1130003z2], retriaved from
FREI}, Fudaral Resarva Bank of 5t Louis; fltpsoi
Jred stiouisfed, org'seriesLNE1 T 300032 (last visited
May B, 2021).

SA115. Buraau of Labor Statisties, Labor Foms
Participation Rato—20 Yrs. & Owar, Black or African
Amarican Man [LNS11300031], retrieved from
FRED), Fodaral Resarva Bank of 5t Louis; fdtpso
Jred _stiouisfed. org'senesLN51 1300031 (last visiad
May B, 2021].

E011.5, Bursau of Labor Statistics, Labor Fons
Participation Bate—20 Yrs. & Owar, White Woman
[LNS11300029], retrieved from FREI, Fadaral
Fesarva Bank of 51, Louis; ftpsy
Jred stiouigfed. orgfsere=LNS1 1700029 (last visited
May B, 2021).

1 Sew, e.g., Michasl Greanstone & Adam Loonay,
Unamploymeat and Earnings Lossas: A Look at
Long-Tarm Im of tha Grmeat Eocession on
Amarican Wo , Brookings Institation (Mav. 4,
2021), httpsYwww. brookings edu/hlogfobs/200 1/
1 14 un employm enl-ord-com e gs-hosses-o-dook-
at-lang-tiorm -im pocts-of-the-grom - oo son-o8 -
americar-workers?,

EZChi Chi W, Solving the Credit Conundmam:
Helping Consumars” Credit Records Impaired by tha
Fomclosmarn Crses and Croat Recession [Doc. 2003),
https-feww. s cic org/images pdf
repont-cradil-conurdrum-2002.pdl

&3 [rwin Carfinkal, Sam Mclanahan, Christophar
Wimer, ads, Children of the Creat Booessan,

These potential long-term economic
o uences underscore the continued
nead for robust policy mme.
Impacts on Businesses. The pandemic
has also severaly impacted many
businesses, with small businesses hit
especially hard. Small businesses make
up nearly half of U.5. private-sector
employment & and play a key role in
supporting the overall economic
recovery as they are responsible for two-
thirds of net new jobsss Since the
beginning of the pandemic. however,
400,000 small businesses have closed,
with many more at risk.™ Sectors with
a larpe share of small business
amplo nt have been among those
wil lee most drastic drops in
employment. The negative outlook for
small businesses has continued: As of
April 2021, approximately 70 ant of
sn]:all huaineslilés rep ll'mtp'rftl:
pandemic haz had a moderate or large
negative effect on their business, an
over a third expect that it will take owver
& months for their business to return to
their normal level of operations, v

Thiz negative outlook is likely the
rezult of many small businessez having
faced periods of closure and having seen
declining revenues as customers stayed
home. " In general, small businesses can
face preater hurdles in accessing
CI'Ed:I%I.T‘“ and many small businesses
were already financially fragile at the
outset of the pandemic 71 Non-profits,
which provide vital services to
communities, have similarly faced

Fussall Sage Foundation [Aug. 2016, availoblz af

h#tpe-reww rmssallarge. ang/publicotior s/'childron-
- NS STENT.

i Hoard of Covernoms of tha Fedorl Resarvo
Syslem, supra nota 5.

=15, Small Busmess Adminstratson, ce of
Advoeacy, Small Businasses Canerate 44 Parcent of
U5, Ecomomin Activity (lan. 20, 2009), fitps
advacocy. sha, gov/ 200901 30 s ol busis esses-
genanate-d4-perces -of-u-s-soomom ic-octividy’.

& Hiden, supra notn 6.

& Daniel Wilmoth, U.E. Small Business
Administration (ffice of Advoracy, Tha Effects of
tha COVID- 19 Pandemic on Small Businosses, Issua
Briaf No. 16 [Mar. 2021}, ovaileble af hitps7
cdn.rdveoncy. she. govwwp-content/uplood s 20217
237021 123180V 19-Impacl-On -Small-
Busimess. pdf.

E15. Consos Burcan, Small Business Pulsa
Survay, fttpsyiportal censwes, gov pulse'dato (st
visitad May B, 20211

Bliwia 5. Kim at 2l., Bevanue Collapses and tha
Consumpticn of Small Basinass Ohwnars in tha
Early Stagas of the GOVID-19 Pandeeni: [Nov.
2020), hitpsYwww.sberorg/popers w28 151

™ See e, Board of Governars of tha Fedaral
Fesarva Systam, Rapart to Congress on tha
Avaikhility of Credit o0 Small Businesses [Sopt.
2017]. availmble o hbips 2w federoireserve. gov”
publicotion 2017 -seplember-availability-of-credit-
to-sm all-businesses. fim.

7L Alaxandar W. Bartik et al., Tha Impat of
COVI-19 on small business outoomas and
uxpectations, PNAS 117(30k 17656-66 (uly 28,
2020, availobla ol hlips s www.pe os.ong/oos toe 1
117/ 20F 1 FESE.
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economic and financial challenges due
to the pandemic. ™

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

Exacerbation of Pre-existing
Disparities. The COVID-19 public
heaﬁﬁi emergency may have lasting
negative effects on economic outcomes,
particularly in exacerbating disparities
that existed prior to the pandemic.

The negative economic impacts of the
COVID-19 pandemic are particularly

ronounced in cerfain communities and

ilios. Low- and moderate-income

jobs make up a substantial portion of
both total pandemic job losses 7+ and
jobs that require in-person frontline
work, which are exposed to greater risk
of contracting COVID-18.7% Both factors
compound pre-existing vulnerabilities
and the likelihood of food, housing, or
other financial insecurity in low- and
moderate-income families and, given
the concentration of low- and moderate-
income families within certain
communities, ™ raise a substantial risk
that the effects of the COVID-19 public
health emergency will be amplified
within these communities.

Thesa compounding effect of
recessions on concentrated poverty and
the long-lasting nature of this effect
were observed after the 2007-2000
recession, including a large increase in
concentrated poverty with the number
of people living in extramely poor

I Fadoral Resarve Hank of San Francisoo, Impacts
of COVIE-19 on Nonprofits in the Wastern United
Statas (May 2020), kitps www. fribsforg”
connerty-dovelepmentilesimpact-al-covid-
Boxprofitssenisg-westiorn-urited- sotes, poft

73 Burean of Labor Statistics, supro note 8; Eliah
Marano & Haathar Sobropana, T:ri&.l antilias remain
rasiliant as COVID-19 battars their finanoes,
Faderal Rosarve Bank of Minompolis (Mov. 10,
m021), hitps=fwww.miznoopolisiod orplarticle’
2070 tribal-anlil min-rasiliend-as-covid- 19-
batiers-their-firanoes.

™ EKim Parkar ot al., Economic Fallout Erom
COVID-19 Continuas to Hit Lowar-Income
Amaricans the Hardest, Pew Resaarch Camter [Sapt.
24, 2020), tipsfvww. powresoarch.ongsecial
trands 2050006/ 24/ economic-fallow from covd- 19
oo i es - St -Lower-i oo e-americos s L
hordest!; Gowld, supre nota 55.

7k Bow imfra Section ILB of this Supplemaatary
Information.

"% Elmaboth Kneehone, The Changing geograpky
of US paverty, Brookings [nstitation (Feh. 15, 2017),
hitpszfwww. brookings. edudiostimor fesThe
chm gin g-geographr-of-us-povery’.

neighborhoods more than doubling by
2 0-2014 relative to 200077
Concentrated poverty has a range of
deleterious impacts, including
additional burdens on families and
reduced economic potential and social
cohesion.# Given the disproportionate
impact of COVID-19 on low-income
households discussed above, there is a
risk that the current pandemic-induced
racession could further increase
concentrated poverty and cause long-
term damage to economic pros in
nej h-:-r}E-:»eda chun:entrF;tedF:;vﬁerty.
e negative economic impacts of
COVID-18 also include significant
impacts to children in
disproportionately affected families and
include impacts to education, health,
and walfare, all of which contribute to
long-term economic outcomes. ™ Man
low-income and minority students. w
were disproportionataly served by
remote or hybrid education during the
pandemic, i];lche-d the resources to
articipate fully in remote schooling or
ive in houssholds without adults
available throughout the day to assist
with online coursework.® Given thess
trends, the pandemic may widen
aducational disparities and worsen
outcomes for low-income students,» an

7 Elizabath Knoobono & Natalio Holmes, 1.5,
conoantrated poverty in tho waks of tha Creat
Recassion, Brookings Institution (Mar. 31, 200&),
https=fwww. brookings.edu/researchiy-5
conoarbrated-poverty-in- the wake-of- e groat-
recession).

i Dawid Erickson at al., The Enduring Challonge
of Conmertrated Povarly in Amarica: Casa Studias
from Communitiss Across the LS. (2008), ovailable
at hitpsVwww. frbsf og/comnunity-dovelopmant’
[ilosicp_fuilmpart pdf.

" Educational quality, as aarly as Kin L
has a bong-tarm impart on childran's public health
and eonomic caboomes. See, a.g., Tylar W, Watts
ot al., Tha Chicago Schoaol Headiness Projoct:
Examining tha long-erm i of an arly
childhood intervantion, ONE 13[7] (2018],
available of fitps:feamals plos.ogdplosera’
articiefid= 10137 Lfeurmal pone 02001 44;
&p-urlunil'_r]u ights, How Can Wa Amplify

ucation as an Engine of Mobility? Using hig data
to balp children get tha most from schoal, ktps
apy ityinsigh gedeoations’ (last visitad
Apr. 25, 2021); U.S. Dapartment of Haalth and
Human Sarvices (HHS), 0ffico of Discass
Fravantion and Health Promotion, Early Childhood
Davalopmant and Education, hitpss!
wiww. heaitiypeople pov 2020/ opics-oliectives”
toypic/zocial-d, i hoalih i

mesources’party-childbood-devalopmes f-med-
wducation (last visied Apr. 26, 2021)L

50 Spo, o.p., Bachor-Hicks, sppro node 14,

1 A Department of Edmation sarvey found that,
as of Fobruary 2021, 42 parcant of fourth grada
studants nativawida wers offersd oaly ramota
educztion, compared to 48 parcant of coonomazlly
disadvantaged studants, 54 parcant of Black
students and 57 peroant of Hispanic students. Large
districts often dispcrup-urlim:iﬁ; sarva low-incoma
studients. S Instrtuta of Education Sciances,
Maonthly Schoal Sarvey Dashboard, hitps-0
ips. o powfzcheoleurvey (last visited Apr. 26, 2021).
In summer 2020, a raview found that 74 percont of
tha largast 100 districts choso ramots learning anly.

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,
aducational, and economic outcomes of
young children.»: Evidence suggests
that adverse conditions in early
childhood, including exposure to
poverty, food insemurity, housing
insacurity, or other economic hardships,
are Earticu]a.rl].r impactful **

The pandemic’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, Mative American
unemployment spiked to 26 percent
and, while partiaIIJ]].' recovered, remains
at nearly 11 percent.® Tribal enterprizes
are a significant source of revenue for
Tribal governments to support the
provision of government services. These
enterprises, notably concentrated in
ing, tourism, and hospitality,

uently closed, significantlv reducing
both revenues to Tribal governments
and employment. As a result, Tribal
governments have reduced assantial
services to their citizens and
communities, =5

Eligible Uses. Sections 602(c](11(A)
and &03(c) (1A permit use of payments
from the Fiscal Recovery Funds to
rezpond to the negative sconomic
impacts of the COVIT-19 public health
emergency. Eligible uses that respond to
the negative economic impactz of the
public health emergency must ha
designed to address an economic harm
rezulting from or exacerbated by the
public health emergency. In considering
whether a program or service would be

Sow Edocation Waak, School Districts” Heopening

Plans: A Snapshot (Jul. 15, Hmi.hnglu:ﬂ'
www. edwonk orgfleadershipfsciool districs
reoper ing-plans-o-smapsbot 2020007 (last visitad
May 4, 2021).

R HHE, supro nuta 79

A Hirokazu Yoshikawa, Effacts of tha Clobal
Caoronavirus Dissase—2010 Pandomic on Early
Childboed Davalopment: Shoet- and Long-Term
Risks and Mitigating Program and Policy Aations,
I. of Padiatrics Yol, 223:180-93 [Aug. 1, 2020),
availmhie o hips A fwww jpod's comfarticlke’So022-
FATE AN 20606-5 abstrad,

# Hased on calouktions conductad by the
Minnsapolis Fad"s Canter for Indian Counfry
Davelopmant using Flood ot al. [2020)"s Carrant
Fopalaticn Sarvey.” Sarah Flood, Miriam King,
Fenan Rodgars, Stavan Kuggles and ]. Robart
Warran. Integrated Pablic Uses Microdata Sarias,
Curment Fopalation Survey: Vorsion 8.0 [dataset].
Min olis, MN: [PLIMS, 2020, f¥doi.o
]ﬂ.]::'ﬂzpam.ﬂ.ﬂ; son mlsa Dmhl:i.ﬁnir E Eﬂll?lair-lm
Golding, Mative Employmast Daring COVID-1%:
Hard hit in April but Starting to BEebount? (Aug. 5,
2020]), hitpsSwwwmirssopolisfed og/onticle’
205 native-em ployment-during-cowid- F9-hit-bard-
in-april-bet-sdartivg-do-reboend.

T Moreno & Sobropena, sepa noto 73,
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aligible under this category, the
recipient should assess whether, and the
axtent to which, there has been an
economic harm, such as loss of earnings
O TEVETLE, l.hﬁ rnzﬁ.th]Eﬂ-dl from the 4
COVID-19 public health emergency an
whether, EmFd the extent to which, the
use would respond or address this
harm.= A recipient should first
consider whe an economic harm
exists and whether this harm was
caused or made worse by the COVII-19
public health emergency. While
economic impacts may either be
immediate or delaved, 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 this
category.

In addition, the eligible use must
“respond to” the identified negative
aconomic 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 ufEEu'm experienced
would not be eligible uses. Where thare
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)(1)(A) and
&03(c)(1)(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

hn:_;s_pital:ilr't'.

0 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 emargency.

+ Assistance fo Unemployved Workers.
Thiz includes assistance to unemplovad
workers, including services like job
l:sinlm]: to accelerate rehiring of
unemploved workers; these services
may extend to workers unemployed dus
to 'Lie pandemic or the resulting
receszion, or who were already

unemploved when the pandemic began

6 [m zama r2s0s, 2 use may ba permissiblo undar
anather oligile usa ry aven if it Ealls outsido
the stops of section (1A of tha Act.

Office of the City Auditor
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and remain so due to the negative
economic impacts of the pandemic

+ State Unemployment Insurance
Trusf Funds. Consistent with the
approach taken in the CEF, recipients
may make deposits into the state
account of the Unemployment Trust
Fund established under section 904 of
the Social Security Act (42 US.C. 1104)
up to the level needed to restore the pre-
pandemic balances of such sccount as of
January 27, 2020 or to pay back
advances received under Title XII of the
Social Security Act (42 TLE.C. 1321) for
the payment of benefits between January
27, 2020 and May 17, 2021, %i'l.ren the
close nexus between Unemployment
Trust Fund costs, solvency of
Unemployment Trust Fund systems,
and pandemic economic impacts.
Fm1fler. Unemployment Trust Fund
deposits can decrease fiscal strain on
Unemployment Insurance systems
:imﬂaded 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, aﬁer exhansting the balance,
required advances to fund continui
obligations to claimantz. Because ho
of these impacts were driven directly by
the nead for assistance to unemployed
workers during the pandemic,
replenishing Unemployment Trust
Funds up to the pre-pandemic level
rezponds to the pandemic’s negative
economic impacts on unemployed
workers,

+ Aszisfance to Households.
Assistance to households or populations
facing negative economic impacts due to
COVID-19 is alzo an eligible usa. This
includes: Food assistance; rent,
muortgage, or utility assistance;
counsaling and legal aid to prevent
eviction or homelessness; cash
assiztance [dizcussed below): emergency
assistance for burials, home repairs,
weatherization, or other needs; internet
access or digital literacy assistance; or
job training to address negative
ecanomic or public health impacts
experienced due to a worker's
ocoupation or level of training. As
discussed above, in considering whether
a potential use is eligible under this
category, & 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 ]ilresum.e that a housshold or
population that experienced
unemployment or increased food or
housing insecurity or i= low- or
moderate-income experienced negative

economic impacts resulting from the
pandemic. For example. a cash transfer
program may focus on unemployed

waor ar low- and moderate-income
familiez, which have faced
disproportionate economic harms due to
the pandemic. Cash transfers must be
reasonably proportional to the negative
economic impact they are intendad 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 rasponse 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-18 public health &

State, local and Tribal governments may
consider and take guidance from the per
person amounts previously provided Er}
the Federal Government in response to
the COVID-19 crisis. Cash transfers that
are grossly in excess of such amounts
would be outzide the scope of eligible
uses under sections G02[(c1)A) and
B03c)IMA) and could be subject to
recoupment. In addition. a recipient
could provide survivor's benefits to
surviving family members of COVID-19
victims, or cash assistance to widows,
widowers, and dependents of eligible
COVID-19 victims.

+ Expanses to Im prove 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 Elnallj}'sis.

consumer outreach,
improvements to data or technology
infrastructure, and impact evaluations.

+ Smuall Businesses and Non-profits.
As discussed above. small businesses
and non-profits faced significant
challenges in covering payvroll,
mortgages or rent, and other rating
costs as a result of the public health
emergency and measures taken to
contain the spread of the virus. State,
local, and Tribal governments may
provide assistance to small businesses
to adopt safer operating procedures,
weather periods of closure, or mitigate
financial hardship resulting from the
COVID-19 public health emergency.
including:

2 Loans or grants to mitigate financial
hardship such zs declines in revenuas
or impacts of periods of business
closure, for example by supporting
payroll and benefits costs, costs to retain
employees, mortgage, rent, or utilities
costs, and other operating costs;

 Loans, grants, or in-kind assistance
to implament 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

2 Technical assistance. counsaling. or
other services to assist with business
planning needs.

As discussed above, these services
should respond to the negative
aconomic impacts of COVID-19.
Recipients may consider additional
criteria to target assistance to businesses
in nead, including small businessas.
Such criteria may include businesses
facing financial insecurity, substantial
declines in gross receipts (e.g.,
com ble to measures used to assess
aeligibility for the Paycheck Protection
Program|, or other economic harm due
to the pandemic, as well as businesses
with lass capacity to weather financial
hardzhip, such as the smallest
businesses, those with less acoess to
credit, or those serving disadvan
communities. Recipients should
consider local economic conditions and
business data when establishing such
criteria. ==

+ Rehiring State, Local, and Tribal
Government Staff. State, local, and
Tribal governments continue to ses
]andem:ic impacts in overall staffing

evels: State, local, and Tribal
owernment Empln}'ment remains more
n 1 million jobs lower in April 2021
than prior to the pandemic_ =
Emp]E_-,n:u.enl losses decrease a state or
local government's ability to effectively
administer services. Thus, the interim
final rule includes as an aligible use
payraoll, covered benafits, and other
costs associated with rehiring public
sector staff, up to the pre-pandemic
staffing leval of the government.

+ Aid to Impacted Industries.
Sactions G0Z(c)(1)(A] and GOZ(cI(1iA]
recognize that certain industries, such
as tourism, travel. and hospitality, were
disproportionately and negatively
impacted by the COVID-19 public
health emergency. Aid provided to
tourizm, travel, and hospitality
industries should respond to the
negative economic impacts of the

5T Zow Foderal Reserve Bank of Cleveland, An
Uphill Bastla: COVIT-19"s Outsizad Tall on
Minority-Dwned Firms (Oct. 8, 2020, hitps
www. cheniandfed.org newsroom -and-eves i
prblicatiosscommunity-developmant-bricfs/di-
2020 1008-misera-repen.aspx [discussing the
impact af QOVID-19 on minorty awned
businasses).

56 1.5, Barmau of Labor Statistics, All Ernlplng,w.
Stata Covarnmeet [CES0002000001] and All
Employess, Local Governmant [CESS092000001],
rutrioved from FRED, Fadoral Rosorve Bank of St.
Lavais, htpsffred stivuisfod. omserns’
CHSe0a2000001 and hitps:ffrod stiouisiod. o’
sories/CES f08300000 1 (last visited May 8, 021).

pandemic on those and similarly
impacted industries. For exam ]IE. aid
may include assistance to implement
COVID-19 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 'H.".ilEl infection
prevention Elnmiesainnals to develop safe
reopening plans.

Aid may be considerad responsive to
the negative pconomic impacts of the
pandemic if it supports businesses,
Eltrani'.tinns. hu;iness districts, and Tribal

avalol nt districts operating prior to
the ]:lanPg:ll:Lic and a[fectp;drh;r IEqF.Li.I.'Ed
closures and other efforts to contain the
pandemic. For example, a recipient may

rovide aid to support safe reopening of
Eus:ineases in the tourism, travel, an
hospitality industries and to business
districts that were closed during the
COVID-19 public health emergency, as
well 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 axtent of the economic
imgaﬂ as compared to tourism, traval,
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
dacline in employment nationwide dua
to the COVID-19 public health
emergency.® 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

i Fram February 2020 to April 2021,

amployment in “Laisara and Bospitality™ has Gllan
by approximataly 17 parcent. See U5, Bursan of
Labor Statistics, All Employess, Laisure and
Hospitality, rariaved From FRHED, Fademal Rasarva
Hank af 5t Lowis, btipsfred stleuisfed. ongfsories
IFSLAH (last visited May 8, 2021). From 200904 to
20200, gross output [2g. revenoa) in arts,
potertainmant, moreation, accommodatson, and
food services has fallen by approximataly 24
parcent. See Burcan of Econaomic Analysis, News
Bedimsa: Gross Domestic Product [Third Estimats),
Carpaorate Profits, and CIF by Industry, Founh
(Craarter and Year 2020 (Mar. 25, 2021), Table 17,
https:fwww. hoo powsitesdafm 8T e 202 1037
ga‘_pdq.:‘q_,:lrd.pn!fa

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 of how businesses or
business districts receiving assistance
were affected by the negative economic
im of the pandemic and how the
aid provided responds to these impacts.
As discuszed above, economic

disparities that existed prior to the
COVID-19 public health emergency
amplified impact of the pandemic

among low-income and minority
groups. These families were more likely
to face housing, food, and financial
insecurity; are -:Ner-represenled among
low-wage workers; and many have seen
their livelihoods deteriorate further
during the pandemic and economic
contraction. In recognition of the
dia]:lmp-urtiunsle negative economic
impacts on cerfain communities and
populations, the interim final rule
identifies services and programs that
will be presumed to be responding to
the tive aconomic impacts of the
COVID-19 public health emergency
when provided in thess 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 (JCTs, or when these sarvices
are provided by Tribal governments.
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 abla
to support their determination that the
pan ic 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 of uses that address the
dia]:lmpurtiunsle negative economic
effects of the COVID-18 public health
emergency, including:

¢ Building Stronger Communities
through Investments in Housing and
Neighborhoods. The economic impacts
of COVID-19 have likely been most
acute in lower-income neighborhoods,
including concentrated areas of high
unemployment, limited economic
opportunity, and housing insecority.™

PIHLUT, supra nobe 48.

B Btmart M. Hutlor & Jonathan Crabinsky,
Tackling the lagacy of parsistent wrban inequality
and concentratod povarty, Brookings nstitation
(MNov. 16, 2020), ftpsyfwwwbrookisgs.edeblog’
up-frost 202077 1/ 16 tockiing-the lngocy-of-

Continund
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Sarvices 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, namely concentrated areas
with limited economic opportunity and
inadequate or poor-guality housing.o=
Eligible services include:

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

- ordable housing development to
increase supply of affordable and high-
quality living units; and

» Housing vouchers, residential
counseling. or housing navigation
assistance to fadlitate household moves
to neighborhoods with high levels of
aconomic opportunity and mobility for
low-income residents, to help residents
increase their economic opportunity
and reduce concentrated areas of low
BCONOmic anhurtunit:.r.""

¢ Addressing Educational Disparities.
As outlined above, school closures and
the transition to remote education raised
particular challenges for lower-income
students, potentially exacerbating
aducational 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 educational supports to
halp mitigate impacts of the pandemic.
Eligible services include:

s Mew, expanded, or enhanced early
learning services, including pre-
kindargarten, Head Start, or
partnerships between pre-kindergarten
programs and local education
authorities, or administration of those
BEIVICES;

= Providing aszsistance to high-poverty
school districts to advance equitable
funding across districts and

aphies;
BEng'.'];denﬂ&bﬁaed educational
services and practices to address the
academic needs of students, including
tutoring, summaer, afterschool, and other

persistent-urian-isequelity-and-conoe trated-
povirtyp

2115, Departmeat af Health and Human Servis
[(HHE], Offica of Diseass Prevention and Health
Fromotion, Cuality of Housing, hitpsY
www. hoaithypeople gow2 pics-oliectives’
topicizociol-determ imamds- healthimber I
resorroesiguality-of-housings 12 (last visited Apr.
6, 2OEL).

¥ The Opportunity Atlas, fdtps:
WAW. rius dymthas.ong! (last visitad .I'LTg: 26,
2021]; Baj Chetty & Nathanie]l Handron,
Impacts of Meighbarhoods on Interganeraticnal
Muobility I: Childhood Exposure Efects, Cuoarterly J.
of Emon. 123[3]:1107-162 [201 &), avmiimbie m
hitpeiin nityinsights. =
seighbomoadidr | PR

extended leamning and enrichment
programs; and

» Evidence-based practices to address
the social. emotional, and mental health
neads of students;

< Promoting Healthy Childhood
Environments. Children's economic and
family circumstances have a long-term
impact on their future economic
oubcomes.®s Increases in economic
hardship. material insecurity, and
]:Euentaratress and behavioral health
challenges all raise the risk of long-term
harms to today’s children due to the
pandemic. Eligible services to address
this challenge include:

s New or expanded high-quality
childeare to provide safe and supportive
care for d‘.l:il.lfﬂ!n;

s Home visiti rograms to provide
structurad ﬁailanE:Eanpeallh. ]:larrlent
educators, and social service

rofessionals to pregnant women or
Fa:l:u'lies with young children to offer
education and assistance navigating
rezources for economic support, health
neads, or child development: and

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

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 sconomic
impacts and, in icular, the needs of
houssholds and inessas that were
disproportionately and negativel
im]!lja.d.z.;l by the ]::Jlul:-lic Egg]l.h '
emergency. As highlighted abova, low-
income communities and workers and
Ee«:\f:lle of color have feced more severe

galth and economic outcomes durin
the pandemic, with pre-existing social
vulnarahilities like low-wage or
insecure employment, concentrated
neighborhoods with less sconomic
opportunity, and pre-existing health
diaps:ilieﬂikel:.r contributing to the
magnified impact of the pamfemjr.. The
Fiscal Recovery Funds provide
rezources to not only respond to the
immeadiate harms -:-I}rthe pandemic but
also to mitigate its longer-term impact in
compounding the systemic public
health and economic challenges of
disproportionately impactad
]JDFIJ'EI“.D]‘.IE. Treasury encour
recipients to consider funding uses that
foster a strong, inclusive, and equitable
recovery, especially uses with long-term
benefits for health and sconomic
oubcomes,

™ Zoo supr notas 52 and 84,

Uses Ouiside the Scope of this
Category. Certain uses would not be
within the soope of this aligible use
catepory, although may be eligible under
other eligible use categories. A peneral
infrastructure project. for exampla,
typically would not be included unless
IILE project responded to a specific
pandemic ]:lul:-lljic health need (e.g..
investments in facilities for the cﬁ
of vaccines) or a specific negative
economic impact like those describad
above (e.g., affordable housing in a
QCT). The ARPA explicitly includes
infrastructure if it iz “necessary™ and in
water, sewer, or broadband. See Section
L1 of this SUPPLEMENTARY INFORMATION.
State. local, and Tribal governments also
may use the Fiscal Recovery Funds
under sections 602{c)(1)(C] or
603(c)(1)C) to provide “government
servicas" bman:ﬁ:.r to the extent of their
reduction in revenue. Ses Section [LC of
this SUPPLEMENTARY INFORMATION.

This category of eligible uses also
would not include contributions to
rainy dav funds. financial reserves, or
similar I{nd.a. Resources made available
under this eligible use category are
intendead to help mest pandamic
rezponse needs and provide relief for
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
rezpond to the COVID-18 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 balow, payments from the
Fiscal Recovery Funds are intended to
be used prospectively and the interim
final rule precludes uze of these funds
to cover the costs of dabt incurred prior
to March 3, 2021. Fees or issuance costs
associated with the issuance of new
debt would alzo not be coverad using
payments from the Fiscal Recovery
Funds because such costs would not
themselves have been incurred ko
addrezs the needs of pandemic response
or itz negative economic impacts. The
purposa of the 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 reazonz, this category of
aligible uses would not include
satizfaction of any obligation arising
under or pursuant to a settlement
agreement, judgment, consent decree, or
judicially confirmed debt restructuring

livery
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plan in a judicial, administrativa, or
regulatory procesding. except to the
axtent 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
itsalf reaspond to COVID-18 with respect
to the public health emergency or its
negative economic impacts, unless the
settlement raquires the provision of
services or aid that did directly respond
to these needs, as described above.

In addition. as described in Section
V.11 of this SUPFLEMENTARY
IMFORMATION, Treasury will establish
reporting and record keeping
requirements for uses within this
category, including enhanced reporting
requirements for certain types of uses,

Question 1: Are there other types of
services or costs that Treasury should
consider as eligible uses to respond fo
the public health impacts of COVID-197
Describe how thess respond to the
COVID-18 public health emengency.

Question 2: The interdm final ru.l'L
permits coverage of payroll and benefits
costs ilp ublic fls!a?.r.ﬂaund' safely staff
primarily dedicated to COVID-13
response, as well as rehiring of public
sector staff up to pre-pondemic levels.
For how should these measures
remuain in place? What other measures
or presumptions m;'fht Treasury
consider to assess the extent to which
public sectar staff are méqu'ged' in
COVID-18 response, and therafore
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 fanuary 27, 2020,
Does this approach adequately measure
the pr&-panr:ﬂ'mic staffing level in @
manner that is both accurate and easily
administrable? Why or why not?

Question 4: The interim final rule
permits deposits bo Unemployment
Insurance Trust Funds, or using funds
to puy bock advances, up fo the pro-
pﬂndrsmic balance. What, if any,
conditions should be considered to
ansure that funds repair sconomic
impacts of the pandemic and strengthen
unem ployment insunance systoms?

Question 5: Are there a.tﬁar!ﬁas of
services or costs that Treasury should
consider as eligible uses to respond fo
the negative sconomic impocts
COVID-18F Describe how these respond
to the COVID-19 public health
eme :

Question &: What other measures,
presumption s, or considerations could
be used to assess " impacted industries”
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affected by the COVID-19 public health
EmMETgEncy’?

Cuestion 7: What are the advantages
and disadvantages of using Qualified
Census Trocts and services provided by
Tribal governments to delineate where o
broader range of eligible uses are
ﬁr&sumsd to be responsive to the public

ealth ond economic impocts of
COVID-197 What other measures might
Treasury consider? Are there other
populations or geographic areas thot
ware dispropartionately impacted by the
pandemic that should be explicitly
included?

(uestion 8: Are there other services or
costs thot Treasury showld consider as
aligible uses to respoand to the
disproportionate impacts of COVID-19
an fow—u'nmmsﬁpufatim and
communities? Describe how these
respond to the COVID-19 public health
smergency or its negative economic
im pacts, including its exacerbation of
pre-existing challenges in those areas.

Question 9: The interim final ruls
includes eligible uses to support
affardable housing and stronger
neighborhoods in disproportionately-
im pacted com munities. Discuss the
advantoges and disadvantoges of
aprIcILgFincrﬁlnghnlﬁsr Lrssictfa
support affordable housing and sfronger
nafgﬁﬁhmﬁgrﬂdm J‘ndudingﬂgrsfmbﬂitaﬁun
of blighted properties or demalition of
abandoned or vacont properties. In
what ways does, or does not, this
putan.!iu; uze address public health or
econom ic impocts 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."® Thesa are
waorkers 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-14G
public health emergency in January
2020, essential workers have put their
physical wellbeing at risk to meet the
daily neads of their communities and to
provide care for others. In the course of
this work, many eszential workers have

& Bections GOZ[CI[1NB), G03[cI1](E) of tha A

contracted or died of COVID-19.%
Several examplez reflect the severity of
the health impacts for essential workers.
Meat processing plants became
“hotspots” for transmission, with 700
new cases reported at a single plant on
a single day in May 2020.97 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.®® Furthermore, many
essential workers are people of color or
low-wape workers.™ These workers, in
particular, have borne a
disproportionate share of the health and
economic impacts of the pandemic.
Such workers include:

+ Staff at nursing homes, hospitals.
and home care settings;

+« Workers at farms, food production
facilities, procery stores, Eu'n!:I
restaurants;

+ Janitors and sanitation workers;

# Truck drivers, transit staff, and
warehouse workers;

+ Public health and safaty staff;

+ Childcare workers, educators, and
other school staff; and

+ Spcial service and human services
stalf.

During the public health emergency.
emplo " policies on COVID-19-
related hazard pay have varied widely,
with many essential workers not yet
compensated for the heightenad risks
they have faced and continue to face, 100

B Sew, ey, Canters for Dissass Control and

Frovamtion, COVID Data Tracker: Casas & Death
among Healthoars Parsonnal, bltps 2 oodd.cdc.gov!
covid-drir-trockens hoofth-cone persommel (Lt
visitad May 4, 2021} Cantars for Dissasa Contral
and Preventicn, COVID Data Trackar: Coafirmad
COVID-19 Cases and Daaths among Staff and Rate

ar 1,000 Residont-Wesk= in Nursing Homes, by

wak—United States, htps¥oowd.ode.gow/covid-
dir-tracken®mursing-home-staff (last visitod May
4, 2021).

W Zpp, v.g., Tha Lanoat, The plight of essantial
workers during tha COVID-19 pandamic, Val. 395,
Iszue 10237:1587 (May 23, 2020), availobls of
hitps-~www thelos ool comAisumals loncelforticle’
PIS0140-6726%2820% 203 1. 200-5¢ fellaxd,

.

H [ganma Gaitens at al., Covid-19 and essantial
workers: A narrativa raview of health outcomas and
moral mjury, Imt'l ]. of Envtl. Besaarch and Pab
Hoahh 18(4):1446 (Fob. 4, 2021), maridabie at
hitps-pubmed mohi s imnif gow 33557075/ Tiana
M. Rogars ot al., Racial Disparities in OOVID-19
Morality Among Essantial Workers in the United
Statos, World Mod. & Health policy 12(3)k311-27
[.'Lug. 5, 2020), availmhle of fttps
onlisatibrony. wilor.oon /deiffull 0. 1002 wmhy 358
(Ainding that vulnarability o coronavirus expasara
was inreased among non-Hispanic blacks, wha
dsproporticnately oocupied the top nine essantizl
oooapations).

1®Emaomic Policy L11|.1.i1.1.|t,n.ﬂ11.|! 20% of thosa
working outsida thair home are recolving
pay (Juma 16, 2020), AEps*wew.eplorgpressfonly-
20-ofthose-workisg-owtsido- their-hem eare-
recervinghozond-pay-black-ond-hispamic-woerkers
are-most-ooncers od-about-Bringing-tha-
coromavins-home’,
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Many of these workers sarn lower wages
on average and live in
socioeconomically vulnerable
communities as compared to the general
;c-pulalinn.“‘ A recent study found that
5 percent of essential workers were
estimated to have low household
income, with 13 nt in high-risk
households. 10z low pay of many
essential workers makes tham 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 fa.cll:itﬁ!s sndnsxieumﬁespﬁgve 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 sociveconomic inequities.

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 emargency. To ensure that

remium pay is targeted to workers that
Fa.aed or face heightened risks due to the
character of their work, the interim final
mule 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 eng, in
essential work and, sccordingly may not
receive pramium pay, for telework
performed from a residence.

Sections 602(g)(2] and 603g)(2)
define eligible worker to mean “those
workers neaded to maintain continuity
of operations of eszential critical
infrastructure sectors and additional
sectors as each Governor of a State or
territory, or each Tribal povernment,
may designate as critical to protect the
health and well-being of the residents of
their State, territory, or Tribal

overnment.” * Tha rule incorporates

is definition and provides a list of

industries recognized as essential
critical infrastructure sectors. 1 These
sectors include healthcare, public health
and safety, childcare, education,
sanitation, transportation, and food
production and services, among others

10 MeiCarmack, supra noba 37.

M g

1M Sactions B02igliz), 603(gN2) of the Ad.

104 Thia list of crama) infrastructurs ssctars
prowided in the intarim final rula is basod an tha
list of essential workors undar Tha Haroas Act, H.E
B8040, 116th Comg. (2020).

as noted above. As provided under
sections 602(g)(2) and 603(g)(2], the
chief executive of each recipient has
discretion to add additional sectors to
this list, so long as additional sectors are
deemed :riL'ir.a?tn protect the health and
well-being of residents.

In providing premium pay to essential
waorkers or grants to eli iElE employers.
a recipient must consider whether the
pay or grant would “respond to” to the
waorker or workers performing essentizl
work. Premium pay or grants provided
under this saction 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

rforming critical essential services are

ow- or moderate-income workers, such
as those described above. The ARPA
recognizes this by defining premium

ay to mean an amount up to $13 per
En:\u: in addition to wages or
remuneration the worker otherwise
receives and in an gate amount not
to excead $25,000 per eligible worker.
To ensure the provision is implemented
in a manner that compensates these
workers, the interim final mle provides
that any premium pay or grants
provi using the Fiscal Recovery
Funds should prioritize compensation
of those lower income eligible workers
that UET“ eas:edntis] work.

AsS . prowidi remium payv to
aligible workers reanEanda to Eul.'ﬁ'l '
workers by helping address the
disparity batween the critical services
and risks taken by essential workers and
the relatively low compenzation they
tend to receive in exchanpe. If premium
pay would increase a worker's El:l-'t!s] pay
above 150 percent of their residing
state’s average annual wage for all
occupations, as defined by the Bureau of
Labor Statistics” Occupational
Employment and Wage Statistics, or
their reziding county's average annual
wage, as defined by the Burean of Labor
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
perfnrm.i.nﬁ essential worker during the
public health emergency. ==

UG County madian annual wage is takon to be that

of the matropolitan ar nonmetropolitan area that
includes the county. Soe U5, Bursaw of Labor
Statistics, Stain Occupational Employmant and
Waga Extimatos, wwwbis gov/oos oo £
oessrest.him (kst visited May 1, 2021); ULS. Burmau

The threshold of 150 percent for
requiring additional written justification
iz based on an analysis of the
distribution of labor income for a
sample of 20 ocoupations that gf:;ral]}'
correspond to the essential workers as
defined in the interim final rule 10% For
these ocoupations. labor income for the
vast majority of workers was under 150
percent of average annual labor income
across all ocoupations. Treasur
anticipates that the threshold of 150

ercent of the annual average wage will

e greater than the annual average wage
of the vast majority of aligible workers
performing essential work. These
enhanced reporting requirements help
to ensure grants are directed to essantial
workers in critical infrastructure sectors
and responsive to the impacts of the
pandemic observed among eszential
workers, namely the mis-alignment
between health risks and compensation.
Enhanced reparting alzo provides
transparency to the public. Finally,
using & localized measure reflects
differences in wages and cost of livin
across the country, making this standard
administrable and reflective of essential
worker incomes across a diverse range

of geographic areas.

}Euﬂel?more, hecause premium pay is
intended to compensate essential
waorkers for heightened risk due to
COWID-19, it must be entirely additive
to & worker's regular rate of wages and
other remuneration and may not be used
to reduce or substitute for a worker's
normal eamnings. The definition of
premium pay also clarifies that
premium pay may be provided
retrospectivaly for work performed at
any time since the start of the COVID-
18 public health emergency, where
those workers have yet to ba
compensated adequately for work
praviously performed. ™ Treasury
encourages recipients to prioritize
]:lm'l.rjdlng retrospective premium pay
where possible, recognizing that many
assential workers have not yet received
additional compenzation for work
conductad over the course of many

of Labor Statistics, May 2020 Motropalitan and

Monmatropalitan Ama Estimatas listed by county or
tovwn, e bis povforsiourmonticousty
link=_htm (last visited May 1, 2021).

1 Treasury performed this analvsis with daa
froen the 1.5, Consus Burmau's 20019 Annual Social
and Exznomic Supplament. 1o determining which
oocmpations b includs in this analysis, Troasury
uncluded managemant and suparvisary positions, as
such positions may not necessarily invoelva ragu lar
in-Tam intoractions or physical handling of itame
to the sama axtent 25 non-managaerial positians.

18 Howaowar, such oompansation must ba “'in
addition 0™ ramunaration or wages almeady
mecaivad. That is, senployars may not reducs sudch
workors" current pay and wsn Fiscal Becowvary Funds
oo unsata thamsalves for premism pay
pmmﬁﬂy provided to the workar. i
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months. Essential workers who have
already earned premium pay for
assential work rmed during the
COVID-19 public health emergency
remain eligible for additional payments,
and an essential worker may receiva
both retrospective premium pay for
prior work az well as prospective
premium pay for current or ongoing
work.

To ensure any grants respond to the
neads of essential workers and are made
in a fair and fransparent manner, the
rule imposes some additional reporting
requirements for grants to third-party
aemployers, including the suhlic
disclosure of graniz provided. See
Section VIII of this SUPPLEMENTARY
INFORMATION, discussing reporting
requirements. In responding fo the
neads of essential workers, a grant to an
employer may provide premium pay to
aligible 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
aligible 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 aligible to receive a grant to provide
premium pay for these eligible workers,

Question 10: Are there additional
sectors bevond those listed in the
interim final rule thot should be
considered essential critical
infrostructure sectors?

Question 11: What, if any. additional
criteria should Treasury consider fo
ansure that premium pay responds to
essential workers?

Question 12: What considerotion, if
any, should be given to the criteria on
mf]r;.ry threshald, including measure and
level, for requiring written justification?
C. Revenue Loss

Recipients may use pa nis from
the Fiscal Recovery Funds for the
provision of government services to the
axtent of the reduction in revenue
axperienced due to the COVID-18
puﬁ]ﬁ: health emergency. ™ Pursuant to
sections B02{c){1)(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 eme .

Many Stslljte. local. and ﬁrmr]u:}
governments are experiencin
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

W ARPA, srpro note 16,
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period 2009, At the local level, nearly
40 percent of cities have reported being
less able to mest tha fiscal needs of their
communities and, on average, cities
expect a double-digit decline in general
fund revenues in their fiscal year
20217 Similarly, surveys of Tribal

overnments and Tribal enterprises
iund majorities of respondents
reporting substantial cost increazes and
revenue decreases, with Tribal
Envernments reporting reductions in

ealthoare, housing, social services, and
economic development activities as a
result of reduced revenues. 17 These
budget shortfalls are particularly
problematic in the current environment.
as State, local, and Tribal governments
waork to mitigate and contain the
COVID-19 pandemic and help citizens
weather the sconomic downturn.

Further, State, local, and Tribal

povernment budgets affect the broader
acanomic recovery. During the period
following the 2007—-2008 recession,
State and local government bu
pressures led to fiscal austerity
a significant drag on the overall
BCOMMNIC FecoOvVery. 112 Inflation-
adjusted State and local government
ravenue did not return to the ious
peak until 20013,2* while State, local,
and Tribal government employment did
not recover to its prior peaE for over a
decade, until August 2018—just a few
muonths before the COVID-19 public
health emergancy began. 1+

at was

10 Major sources incloda personal income tax,

corporata inonma tax, salas tax, and propecty tax.
Sew Lucy Dadayan., Sates Raporied Bevenua
Crowih in July—Septamber Quartar, Reflocting
Eevenua Shilts from the Pror (uarter, Stale Tax
and Econ. Fev. I:q 1, 2020], avoriohls o hnp:.-.f.f
www.erbos. ong/sites dofoullTles publicotion”
103928 stre-dmx-on d-eoes o io-raview-2020.93
o.pdf.

0 National Leagua of Cities, City Fiscal
Caonditions (2020], oveiloble of hitps-Ywww.sicorg’
wp-rontentupleads 2020508 Uity _Fiscal_
Conditions_ 2020 FINAL pdyf.

M Survays candocted by the Cantar for Indian
Country Devalopmant at the Faderal Raserve Bank
of Minnsapolis in March, April, and Saptember
2020 See Morano & Sobrepana, sepro note 73,

N2 Sew, .., Fitzpatrick, Haughwout & Satran,
Fiscal Drag from tha State and Local Sectar?,
Libarty Strom Economics Blog, Foderal Rasorva
Hank of Now York (una 27, 2002), hitpss¥
wiww libertystresteconomicsmewyorkfad. oo/ 201 2/
06/ fTecal-drog-from-the-stele-anrd-leorl-soctor kiml;
Jiri Jonas, Great Recession and Fiscal Squesen at
115, Subnatsonal Governmant Laval, Working
Fapar 127184, (July 2012), availnble of kitpsl
www imf ovgdemtarmal/prebs it wpd 201 2/
w2184 pdfl; Cordon, supno noto 9.

"3 Siata and hocal govarnment general revanoa
froen cwn scurons, adpastad for inflation using tha
GDOF prics index. L5 Cansus Bursaw, Annna
Survay of Stata Covernment Finances and 1.5,
Hureaw af Ecomomar Analysis, National Incoma and
FProduct Aconants.

14115, Bureaw of Labor Statistics, All Employoas,
Stata Covernment [CES90a2000001] and All
Employess, Lol Covernment [CES9092000001],

Sactions G02{c)(1)(C) and 603 (=) 1))
of the Act allow recipients facing budget
shortfalls to use payments from ﬁ'l.e
Fiscal Recovery Funds to aveid cuts to

overnment services and, thus, enable
tate. local, and Tribal governments to

continue to provide valuable services
and ensure that fizcal austerity measures
do not hamper the broader economic
TECOVEry. interim final rule

implements these provisions by
Estghlishlng a deﬂﬁlﬁnn af "gI;Leral
revenue” for purposas of calculating a
lozs im revenue and by providing a
methodology for calculating revenua
lost due to the COVID-19 public health
EIMETEENCY.

Generol Hevenue. The interim final
rule adopts a definition of “general
revenue’ hased 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
purposaz of this interim final rule. helps
to ensura that the components of genaral
revenue would be calculated in a
consistent manner.?*= 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 diversa st of recipients.

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 of tax
revenues, a5 well as other types of
revenue that are available to sup!:lnrl
government servicas,* ™" In caloulating
revenue, recipients should sum across
all revenue streams covered as general
revenue. This approach minimizes the
administrative Eun:l.en for recipiants,
provides for greater consistency across
recipients, and presents a more accurate
representation of the overall impact of

rutrigved from FREI, Fodaral Beserva Bank of 51
Loais, hitpsfred. siovisfed. orpsemies”
CESwnon0mN 1 and hitps:ifred. stiomisod org’
sares/CESHISI0000T [last visted Apr. 27, 2021).

TS, Consus Bursau, Annual 5 of Siata
and Lowz] Covernmant Finances, Bips:.

WO, ORI O DO Mm-S ey s gov-
Jimowces himd (last visited Apr. 30, 2021).

14 The intarim final rele would defing tax
revanoa in a manner consistont with the Consas
Bumau's definition of tax revenoa, with cerain
changes [i.e., indusion of revanue from liguor
stores and cortain intargovernmental transfors).
Curreet charges ara dafined as “charges imposed for
prowiding carrant servicas or for the sla of
produds in coanection with ganeral govemmant
activitios.” [t incluwdes ravanues soch as public
sducation institution, public hospatal, and wll
revenwis. Missellaneous genaral mevenes comprises
of all othar ganeral ravanus of governmants from
thair cwn sourcas (F.e., other than liquar stom,
wtility, and insurance trast mvenus)], inclued ing
remts, royaltios, lottary procoads, and fines.
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the COVID-18 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
sg;;rEEates revenus 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
dabt or the sale of investments, and
agency or private trust transactions. The
definition of general revenue also would
exclude revenua generated by utilities
and insurance trusts. In this way, the
definition of general 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 control a particular
sctiv:itfr."“ For example, public utilities
:.L'Eica ly require financial support from

State. local, or Tribal government,
rather than providing revenue to such
government, and any revenue that is
generated by public utilities t}eri:alI}' is
used to support the public utility’s
continued operation, rather than being
used az a source of revenue to support

overnment services generally.

The definition of general revenue
would include all revenue from Tribal
enterprises, as this revenue is penerated
from economic activity and i=s available
to fund government services. Tribes are
not ahle to generate revenue throw
taxes in the same manner as State and
local povernments and, as a result,
Tribal enterprises are critical sources of
revenue for Tribal governments that
enable Tribal governments to provide a
range of services, including elder care,
hEEﬁﬂl clinics. wastewater management,
and forestry.

Finally, the term “general revenue"
includes intergovernmental transfars
betweaen State and local governments,
but excludes intergovernmental
tranzfers from the Federal Government,
including Federal transfers made viz a
State to a local government pursuant to
the CRF or az part of the Fiscal Recovery
Funds. States and local povernments
often share or collect revenue on behalf
of one another, which results in

17 Fund-ariseted mporting, such as what is usd
undor the Governmantal Acoounting Standards
Heard (CASH), focusas on tha types of usas and
activitias funded by tha ravanue, as opposed to the
peonomic activity from which tha raovanue is
sourced. See Covarnmental Aocounting Standards
Saries, Statemant No. 54 of the Covernmental
Accounting Standards Beard: Fand Balanesn
Eaporting and Covernmantal Fund Typa
Dafiniticns, No. 287-B [Fob. 200a).

113 Sppra 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
refains the revenue and assigns the
revenue to the unit of government that
meets at least bwo of those three
factors.» 1 For purposes of measuring
lozs in general revenue due to the
COVID-19 public health emergency and
to batter allow continued provision of
government services, the retention and
ability to use the revenue i= a more
critical factor. Accordingly, and to better
measure the funds available 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 povernment revenua 129
Calculation of Loss. In peneral,
recipients will compute the extent of the
reduction in revenue by compari
actual revenue to a counterfactual trend
representing what could have bean
expectad to ocour in the absence of the
]:andemic. This approach measures
osses in revenue relative to the most
recent fiscal yvear prior to the COVID-19
public health emargency by using the
most recent pre-pandemic ﬁal:alfyea: as
the starting point for estimates o
revenue growth absent the pandemic. In
other words, the counterfactual trend
startz with the last full fiscal year prior
to tha COVID-19 public healih
emergency and then assumes growth at
a constant rate in the subsequent years.
Because recipients can estimate
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 im .
Although revenue may decline for

NaLE. Census Burean, Governmant Finanoe and

Employment Classification Manual [Doec. 2000),
hitpswwwz oos sus_ gowpovs'clss/clrs el pdf.

10 For gxampls, in 2008, stato transfars o
locxlities accounted for approximataly 27 parcant of
local revenoas. LS. Cansus Buraau, Annual Sureay
of Stata and Local Covarnmant Financas, Tahla 1
(2018), Attpswww.censws. gow'dota/dotosets 70 18/
woosslocalpublic-uzo dotosets html

12 For gxample, following tha 200704 rocassion,
Izl govarnmant proparty tax oollections did not
begin to decling until 2011, suggesting that proparty
tax collaction doclines can lag downturns. Soo 115
Hursaw of Ecomoman Analysis, Parsonal current
taxas: State and lol: Propanty taxes
[S210401 ADZFNBEA], ratriavad from Fodaral
Fesarva Ecomomic Data, Faderml] Resarve Bank of St.
Lowis, hitps:red stfowisfod arggroph/ 7 g=rs YT (st
wisited Apr. 22, 2021). Estimating the mduction in
rovenus a1 points throughout the oovared pariod
will allow for this type of lagged affect to ba taken
inio account during the caovared pariod.

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-10
public hEEI?ﬂ'I SMErgency, any
diminution in actual revenues relative
to the counterfactual pre-pandemic
trend would be presu to have been
due to the COVID-19 public health
EIETEEnCy.

For purposes of measuring revenue
growth in the counterfactual trend,
recipients may use a growth odjustment
of pither 4.1 percent per year or the
recipient’s average annual revenue
growth over the three full fiscal years
prior to the COVID-18 public health
emergency, whichever is higher. The
option of 4.1 percent re ents the
average annual growth across all State
and local government “General Revenue
from Own Sources” in the most recent
three years of available data.’** 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 revenus
growth that exceeded the national
average prior to the COVID-18 public
health emergency by parmitting these
recipients to use their own revenue
growth rate over the precading three
VEars.

" Recipients should calculate the extent
of the reduction in revenue as of four
points in time: December 31, 2020;
December 31, 2021; December 31, 2022;
and December 31, 2023, To calculate the
axtent of the reduction in revenue at
each of these dates, recipients should
follow a four-ste GEss:

+ Step 1:1den 'irnevenues collected
in the most recent full fizcal year prior
to the public health emergency (i.e., last
full fiscal year before January 27, 2020),
called the hase year revenue.

+ Step 2: Estimate counterfoctual
revenue, which is equal to base year
revenue * [[1 + growth adjustment] ~ (n/
12]). where 1 is the number of months
elapsed since the end of the base year
to the calculation date, and ,chrwih
adjustment is the greater of 4.1 percent
and the recipient’s average annual

revenue growth in the three full fiscal

1T wilh revomnue from liquaor stomes from
2015 to 2004, This astimata doas not includa any
intergovermmantal transfars. A recipiont using tha
thres-year average to @lculate thair growth
adjustment must ba based om the definitson of

maral revenus, including tretmaont of
infterpgovemmantal tansfars. 2015-2008 represants
tha mast recent availabla data. See U5, Cansus
Bumgau, Hate & Local Covernmant Finance
Historial Datasets and Tablos (2008), ftps:#
WWH. OO SELE. e e veysgov-i
e/ dwdrsels. filml.

v
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years prior to the COVID-19 public
health emergency.

» Step 3: Identify ocfual revenue,
which equals revenues collected over
the past twalve months as of the
caloulation date.

+ Step 4: The extent of the reduction
in revenue is equal to coun terfoctual

revenue less actuwal revenue. If actual
ravenue exceeds counterfactual revenue,
the axtent of the reduction in revenue is
set to zero for that calculation date.

For illustration, consider a
hypothetical recipient with base vear
revenue equal to 100, In Step 2.
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. Furthermaore, this
recipient’s base year ends June 30. In
this illustration, r (months elapsed) and
counterfoctual revenue would be equal
to:

As of: 127312020 12531/2024 12312022 1273452023
1 {MOnhE BlEPEET] oot et e e s er s et s e 18 30 42 B4
CounianBoiEl FEVBIUB. ..o e e e e et e es 106.2 1108 1151 1198
The overall methodology for
calculating the reduction in revenue is
illustrated in the figure below:
140 —= Base year revenue
s Extent of reduction in revenue
130 I cieal revenue (last twelve months)
— = = Counterfactual revenus
120 -
110 I -
00 ="
40
a0
o g A v iid

Upon receiving Fiscal Recovery Fund
payments, recipients may immediately
calculate revenue loss for the period
ending December 31, 2020,

Sections 602(c)(1)(C) and 603 () (1)0C)
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 *** of infrastructure, including
roads; modernization of cybersecurity,
including hardware, software, and

rotection of critical infrastructure;

salth services; environmental
remediation; school or educational
services; and the provision of police,
fire, and other puEI:ic safety services.
However, expenses associated with
obligations under instruments
avidencing financial indebtedness for

13 Pay-go infrastructure funding mefars to the
pradios of funding capital projects with cash-on-
Band from taxaes, foas, gramts, and athar sourss,
mather than with borowad sams.
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borrowed money would not be
considenad the provision of government
services, as these financing expensas do
not directly 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 anticipation
notes, or fees or issuance costs
associated with the issuance of new
debt. For the same reasons, government
services would not include satisfaction
of any ohligation arising under or
pursuant to a settlement agreement.
judgment, consent decree, or judicially
confirmed debt restructuring in a
judicial, administrative, or regulatory
proceeding, except if the judgment or
zettlement required the provision of
government services. That is,
satisfaction of a settlement or judgment
itsalf is not a povernment service, unless
the settlement required the provision of
government services. In addition,
replenishing financial reserves (eg.,
rainy day or other reserve funds) would

o

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

Question 13: Are there sources
revenue that either showld or should not
be included in the interim final mile’s
measure of “general revenue” for
recipients? If so, discuss why these
sources either should ar should not be
included.

Question 14: In the interim final rule,
recipients are expected to colewlate the
reduction in revenue on an aggregate
basiz. DNscuss the advantages and
disadvanfoges of, and any potentiol
concerns with, this approuch, including
circum stances in which it could be
mecessary or appropriate to calculate
the reduction in revenue by source.

Cuestion 15: Treasury is considering
whether to fake into eccount other
factors, including octions taken by the
recipient as well as the expiration of the
COVIN-19 public health emergency, in
determining wheother to presume that
revenue losses are 'due ta™ the COVID-
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18 public health emergency. Discuss the
advantages and disadvantoges of this
presumption, including when. if ever,
during the covered period it would be
appropriate to resvalucte the
presumption that all losses ore
attributabls to the COVID-19 public
health emergency.

Cuestion 16: Do recipients anticipate
lagged revenue effocts of the public
health emergencyT If z0, when wounld
these la effects be expected fo
occer, and what can Treesury to do
support these recipients through its
implementation of the progrom?

Question 17: In the interim final rofe,

ing interest or principal on
ggi}':nfmsnt debt fﬂiﬂfﬂsmd
provision of a government service.
Discuss the advantoges and
disadvantages of this approach,
including circumstonces in which

ing interest or principal an
gsi}':nfmsnt debt could be considered

provision Dfﬂ government service.
0. Investments in Infrastructure

To assist in meeting the critical need
for investmentz 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 that improve access to clean
drinking water, improve wastewater and
stormwater infrastructure systems. and

rovide access to high-quality

adband service. Mecessary

investments are designed to provide an
adequate minimum level of sarvice and
are unlikely to be made using private
sources of funds. Necessary investments
include projects that are required to
mzintain a level of service that. at least,
meets applicable health-basad
standards, taking into account resilience
to climate change, or establizshes or
improves broadband service to unserved
or underserved populations to reach an
ad te level to permit & household to
work or attend schoal, and that are
unlikely to be met with private sources
of funds. =<

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

134 Traasury notes that using fands to support ar
opposa callectiva bargaining wouald oot be included
as E:.rt of " necessary investmants in watar, sewar,
or broadhand infrastnactare.™

Office of the City Auditor
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ansure 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 include local hire provisions,

not only to promote effective and
aefficient 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
ENEUTE 3 rEliEElE supply of skilled labor
that would minimize disruptions, such
as those associated with labor disputes
or workplace infuries.

To provide public transparency on
whether projects are using practices that
promote on-time and on-budget
dalivery, Treasury will seek information
from recipients on their workforce plans
and practices related to water, sewer,
and broadhand 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 infrastructure.”** By permitting
funds to be used for water and sewer
infrastructure needs, Congress
T nized the critical role that clean
drinking water and services for the
collection and treatment of wastewater
and stormwater play in protecting

ublic health. Understanding that State,
ocal, and Tribal governments have a
broad range of water and sawer
infrastmcture needs, the interim final
rule provides these governments with
wide latitude to identify investments in
water and sewer infrastructure that are
of the highest priority for their own
communitiss, 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 catepories of projects
ll't:itg'a'n:nul1'II be eligjhl:!gfn rece:ivl:-le
financial assistance through the
Environmental Protection Agency's
(EPA) Clean Water State Revolving
Fund (CWSRF) or Drinking Water State
Revolving Fund [DWSRF).126

155 Bpctinns 021 D), s03{ck 1)) of tha Act.

15 Environmental Protection Agency, Drnking
Water State Bevolving fand, hifpsfwww.epo gown’
dwesrf [last visited Apr. 30, 2021); Environmantal
Protection Agency, Clean Water Stata Ravolving
Fund, hh]‘pﬂffm.m.guv.-‘mmf[lﬂ visited Apr.
a0, Izl

Establizhed by the 1087
amendments '*7 to the Clean Water Act
(CWA),*™ the CWSRF provides
financial assistance for a wide range of
water infrastructure projects to improve
water quality and address water
pollution in a way that enables each
State to address and prioritize the needs
of their populations. The types of
projects eligible for CWSRF assistance
include projects to construct, improve,
and repair wastewater treatment plants,
contro m:ln-?uint sournces of pollution,
improve resilisnce of infrastructure to
severs weather events, create green
infrastructure, and protect waterbodies
from pollution. 2= Each of the 51 State
Emgrama established under the CWSRF

ave the flexibility to direct funding to
their particular environmental neelgs.
and each State may also have its own
statutes, rules, ancirregu]atinna that
guide project eligibility.>="

The DWSRF was modeled on the
CWSRF and created as part of the 1906
amendments to the Safe Drinking Water
Act [SDWA),*™ with the principal
objective of helping public water
svetems obiain Enan:ing for
improvemants necessary to protect
public health and comply with drinking
water regulations.»»= Like the CWSRF,

127 Water Quality At of 1987, Public Law 100
4

128 F pdaral Water Pollation Control Act as
amandad, codifiad at 33 U5 1251 o saq.,
comencn nama [Claan Watar Add). [n 23004, the
Amorkan Bocovery and Eeinvastment Act croated
tha Croan Prapst Besarva, which inereascd the
focus on groan infrastructune, water and anergy
afficiont, and environmemtally innovativa Jacts.
Fublic Law 111-5. Tha CWA was amendad by the
Water Resources Reform and Davelopmant Act of
2014 to farther expand tha CWSERFs aligibilities.
Fublic Law 113-121. The CWSHF s edipibilitios wora
Jurthor expordod in 2008 by dho Amorion’s Wator
Infrastructirne Act of 2018, Public Laow 115-270.

128 Sz Envircnmantal Protection Agency, Tha
Drinking Watar State Rovolving Funds: Financing
Amarica’s Drinking Water, EFA-816-R-00-023
(Nov. 2o0a), S mepis.epo.gov ExedZyPOF. ogi
2024 WE .Dnckn}'-ﬁl?ﬁ'ﬂ + Som
Environmentz] Protection Agency, Leorn About the
Cleos Water State Revoliisg Fusd, hitps:y
W, iewsnfiimarn-mbowrt-cloor- waler-state-
revalveg-fund-cwst [lo=t wisided Apr. 30, 2071

1333 [1.5.0 1382|c). See also Ervirosmemio]
Protaction Agos oy, Chiorview of Clean Water State
Revalving Fand Blgibifities [May 2016), httpssy
WHW.Ep. gov/sites productionfiles 2016077
document=overview_of cwsrf aligibiites_may_
2008 pdf; Clandio Copeland, Clars Water Act: A
Summary of the Law, Corgressiosa] Hesearch
Sirvice (Ot 18, 2016], https-"frs.cog/sgpdorstmise’
RIao030. pdf: lonathes L Romsenr, Wostewaler
Infrastruchirne: Overview, Funding, ond Legisimie
Developmants, Cosgressional Reseanch Servion
(Miy 22, 2018], hitps//fos.orgsgpiorsdmisc’
Re4953.pdf.

Mgz L5 20012

122 Environmental Protection Agency. Drinking
Water State Bawalving Fund Elsgibility Handbook,
Tumna 2017], Aitpsfwaaapo. gowsites productios’
Filess 20176 document="dwerf_cligibilite_
how dibook_fume_13_2017_updried 508 _wersion.pdf;
Enviranmental Protection .fgm'u:y. Drinking ﬂlﬁrﬂ-
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the DWSRF provides States with the
fexibility to mest the needs of their
populations.* 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. 174+
In administering these programs, States
must give priority to projects that ensure
cmpﬁance with ap pficsble health and
environmental safety requirements;
address the most serious risks to human
health; and assist systems most in need
an 4 par hnusehn-]dyl:-asia according to
State affordability criteria.1ms

By aligning use of Fiscal Recovery
Funds with the ca ries or typas of
aligible projects under the existing EFA
state revolving fund programs, the
interim final rule provides recipients
with the flexibility to respond to the
neads of their communities while
ensuring that investments in water and
sewer infrastructure made wsing 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
campliance with wastewater and
drinking water health standard=*" The
nead to provide funding through the
state revolving funds t= that thesa
projects are less likely to be addressed
with private sources of funding; for
example, by remediating failing or
inadequate infrastructure, m of
which is publicly owned, and by
addressing non-point sources o
pollution. This approach of aligning
with the EPA state revolving fund
programs also supports expadited
project identification and investment so
that needed relief for the people and
communities most affected by the
pandemic can deployed expeditionsly
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
E]::.E'i. ility criteria.

Infrastructurs Nesds Survey and Assassment: Sixth
Eoport to Congrass (March 2018), hitpe
www.apa. gov'sites productioniles 20 18- 1of
documentsoermecied_sivdb_drimking water_
infrestructure_meeds_sunvey_ond ossessmestpdl

13 [

134 [

136 42 11.5.C. 200§-12(hH )AL

1% Enviranmantal Protection Agency, Laarn
About the Clean Watar State Revolving Fund,

hittps:fwww.apa.gow/owsnl learn-mbowt-cleon-waler-
state-revall md-cwsr (last visited Apr. 30,
2021); 42 ULELC 20012
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In addition. responding to the
immeadiate needs of the COVID-19
public health emergency may have
divertad both personnel and financial
resources from other State, local, and
Tribal priorities, including projects to
ensure compliance with applicable
water health and quality standards and
provide safe drinking and usable
water.*™ Through sections 602(c)(1)(D)
and 603c)(1)(D], the ARFA provides
rasources to address these neads.
Muoreover, using Fiscal Recovery Funds
in accordance with the priorities of the
CWA and SWDA to "assist systems
muost in need on a per household basis
according to state affordability criteria™
would also have the benefit u} providing
vulnerable populations with =afe
drinking water that is critical to their
health and, thus, their ability to work
and learp. 1

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.

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

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

15 Housa Committes on tha Budget, State and

Local Govarnmants ara in Dire Need of Fedaral
Ralief [Aug. 19, 2020, hitps:budget. fowse gow’
publicotios srepoentstmie-and- feonl-govers ments-
13 Environmental Protection Agency, Drinking
Water State Bovolving Fund [Nov. 2019), httpss?
WWW.0 isitosprodirctiondTles/Fore 12/
dmmm_-_w_jgwaijmL
i paf; Environmantal Prolecticn Agency, National
Banafits Analysis for Drinking Water Rogulations,
hitpsfwww.epa. gov/sdwomatismal b afits-
lvsis-drinking-water-egulotion s (last visitad
Apr. 30, 2030]).

support efforts to address climate
change. For example, by taking steps to
manage potential sources of pollution
andcﬁreventing these sources from
reaching sources of drinking water,
projects eligible under the DWSRF and
the ARPA may reduce energy required
to treat drinking water. Similarly,
projects eligible under the CWSRF
include measures to conserve and rewse
water or reduce the energy consumption
of public water freatment facilities.
Treasury encour recipients to
consider green infrastructure
investments and projects to improve
resilience to the effects of climate
change. For example, more frequent and
axtreme precipitation events combinad
with construction and development
trends have led to increased instances of
stormwater runoff, water pollution, and
flooding. Green infrastructure projects
that support stormwater system
reziliency could include rain gardens
that provide water storage and filtration
benefits, and grean streets, where
vegetation, soil, and engineered systems
are combined to direct and filter
rainwater from impervious surfaces. In
cazes of a natural disaster, recipients
may also use Fiscal Recovery Funds to
provide relief. such as interconnecting
water systems or rehabilitating existing
wellz during an extended drought.
Question 18: What are the advantages
and disadvantoges of oligning eligible
uses with the eligible project type
requirements of the DWSRF and
CWSHF? What other water or sewer
project categories, if any, shoold
Troasury consider in addition to DWSREF

and CWSRF eligible projectsF Should
Treasury consider a der general
categary of water and sewer projects?

Cuestion 19: What additional waler
and sewer infrastructure categories, if
any, should Treasury consider to
ﬂdgrss.s and respond to the needs af
unserved, undeserved, or rural
communities? How do these projocts
differ from DWSFE and CWSRF eligible
projects?

Cuastion 20: What new cotegoriss of
water and sewer infrostructure, if any,
should Treasury consider fo support
Stte, local, and Tribal governments in
mitigating the negative im pacts af
climate chongeF Discuss emerging
technologies and processes that support
resiliency of water and sewer
infrastructure. Discuss any challenges
faced by States and Jocal governments
when pursuing or implementing climate
resilient infrastructure projects.

Cuastion 21: Infrastructure projects
ralated to dams and reservoirs are
generally not eligible under the CWSHF
and DWSRF catsgories. Should Treasury
consider expanding eligibla
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infrastructure under the interim final
rule to include dam and resenvair
prajects? Discuss public health,
enviranmental, climate. or equity
benefits and costs in expanding the
sligibility to include these types of
prajects.

2. Broadband Infrastructure

The COVID-18 public health
emergency has underscored the
importance of universally available,
high-s , reliable, and affordable
broadband coverage as millions of
Americans rely on the internet to
participate in, amon critical activities,
remote school, healtheare, and work.
Recognizing the need for such
connectivity, the ARFA provides funds
to State, territorial, local, and Tribal
povernments to make necessary
investments in broadband
infrastructure.

The Mational Telecommunications
and Information Administration (NT1LA)
highlighted the growing necessity of
broadband in daily lives through its
analysis of NTIA Internet Use Survay
data, noting that Americans burn to
broadband internet access service for
every facet of daily life including work,
study, and healthzare. 122 With increased
uze 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, howeaver,
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.#® By contrast, as
noted below, many households use
upload and d.uwn?uad speeds of 100
Mhbp= to meet their daily needs. Even in
areas where broadband infrastructure

18 Soo, g, h St weww.mhio, gov/hloe 20200
nmhﬁ#’-ﬂﬁmiﬁ:-hmwhﬂdsf‘mdqunb
heolth-relotod activitfes- 201 8- piio-dmio-show;
hitpssfwww.mbim gov/biog! 20250 axrly- third-
american-am pleyees-worked-rem obedy- 20T S-rifs-
dmin-show; and rally, fttps s www s tio gow”
drte'digitel-s miron-doto-e R

W0 Ax an example, data fom tha Fedaral
Coommunications Commission shows that as of Juns
2020, 9.07 percant of the ULS. population had oo
availabla zabla or fiber broadband prowvidars

roviding graatar than 25 5 download 5 5
Eru‘l 3 - upload q:nnd:.!?ﬂilihility mpﬂd
significantly lass for rural versus urban popalations,
with 3557 parcent of tha rural population lacking
such ancess, oom with 257 percant of the
wrban population, Availability was also
significantly lass for tribal versas nen-trikal
populations, with 25.92 percent of the trkal
populaticn lacking such ansess, coamparad with 874
of tha non-tribal popuktion. Fedoral
Communications Commissaon, Fixed Broadband

lovmant, fitps: oo dbon &1 (last
S e eser e
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exists, broadband access may be oot of
reach for millions of Americans because
it is unaffordable. as the United States
haz some of the highest broadband
En'nea in the Organisation for Economic
p-operation and Development
(OECD).*+* 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. %2 Moreover,
rapidly growing demand has, and will
]i.EE]}' 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. 142

The interim final rule provi that
aligible investments in broadband are
thoze that are designed to provida
services mesting adequate speads and
are 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 design the project.

Under the interim il:l:ln.a{ rule, aligibla
projects are expected to be designed to
daliver, upon project completion,
service that reliably meets or exceads
symmetrical upload and download
speeds of 100 Mbps. There may be
instances in which it would not be
practicable for a project to deliver such
service speeds because of the geography,
topography, or excessive costs
associated with such a project. In these
instances, the affected project would be
expected to be d.eaigneg to deliver, upon
project completion, service that relilelj.r
meets or exceeds 100 Mbps download
and betwaen at least 20 Mhpz and 100
Mhbpz upload speeds and be scalable to

1 Hew Do ULS, Intarnst Costs Compara Te The
Fest (O Tha Warld?, BroadbandSear:h Blog Post,
availoble af flfpsfwww broodbandsearch. et Biog”
intermel-costscom pared- worldwide,

12 Sow, o4, Fadera]l Communications
Cammissian, Fourisanth Broadband Deployment
Eeport, available at ktpssYdocs, for powpublic/
attochmertsFOC 27 18A 1 pdf.

3 Sew, ag., inois Departmant of Commenca &
Ervonumic Opportunity, Broadband Grants, b (last
wisited May 0. 2021, Fdtpso w2 il ois gow”
dees'Cons ectllinois Poges Hroadband Gror bos pa;
Kanszs (Wice of Broadband Davelopment,
Broadband Aceeleration Grant, htips:Y
www. kansosrammeroe. gov wp-contendn ploods”
2070/ 11 Broodbard- Acceleratios -Gros tpdyf [last
wisited May 9, 2021]; New Yark Stata Association
of Counties, Univwrsal Broadband: Deploying High
Spead Internet Accass in NYS (Jul. 2017), hitps"
WHW.TSaC. Ues/Broodbas Jd17 "

Repont 20771 | pdf.

a minimum of 100 Mbps symmetrical
for download and upload speads.*+* In
zetting these standards, Treasury
identified speeds necessary to ensure
that broadband infrastructure is
sufficient to enable users to generally
meat household needs, including the
ahility to support the simultaneous use
of work, education, and health
applications, and alzo sufficiently
robust fo meet increasing household
demands for bandwidth. Treasury also
recognizes that different communities
and their members may have a broad
range of internet needs and that thoze
needs may change over time.

In considering the appropriate speed

regquirements for eligible projects,
TEL:E:Eury cnnsiderefestirﬁates of typical
households demands during the
pandemic. Using the Fedaral
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 100 Mbps download
to work simultanecusly. '#% In
households with more members, the

demands may be greater, and in
households with lewer members, the
demands may be less.

In considering the appropriate speed
requirements for eligible projects,
Treasury also consi data u
patterns and how bandwidth needs have
changed over time for 1.5, households
and businesses as people’s use of
technology in their daily lives has
avolvad. In the few years ading the
pandemic, market mmmﬁta Eﬁn;:vwed
that average upload spesds in the
United States surpassed over 10 Mbps
in 2017 ™ and continued to increase
significantly, with the average upload
speed as of November, 2018 increasing
to 48.41 Mhps#7 attributable, in part to
a shift to using broadband and the

internet by individuals and businesses

1# This swlability threshold is consistant with

sealability requiremants used in other jurisdictions.
Id.

145 F pderal Communications Commission,
Hroadband Spead Cuida, bitps 2w focgow!
COTSI ideshroodband-speed-gride [kst
visitad Apr. 20, 2021).

1% Lotaar from Lisa K. Youngoers, Presidant and
CEO of Fibar Broadband Association to FCC WO
Dockst Mo, 19-126 (fled Jan. 3, 20200, incheding an
Appandix with resazrch from BVA LLE, Data
Roview Of The Importanos of Uplood Speeds Jan.
2020, and Dokla spaad I.Hiqg:a. availmblie o
hitps-iocfsapi. foc.gov! e TO1030085 1 8517/
FLC% 20HADOF % 200on %205 % 20
Ex'%e 20Parte.pdf Additional mformation cn histaric
prowth in data u=ags is provided in Schools, Health
& Libraries Broadband ition, Common Semse
Solutions for Clozing the Digital [¥vide, Apr. 29,
2.

147 [d. Zpe adso Unitod Statos’s Mobile and
HBroadband mtarnet 5 peads—S peedtest Global
Indax, ovailable ot httpsfwww. spesdtest st
global-imdecius ited-stolest fixed.
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to create and share content using video
sharing, video conferencing, and other
applications. 148

The increasing use of data accelerated
markedly during the pandemic as
houssholds across the country becamea
incr]essmgly r'ie]]lant on tools and
a ications that uire internet
cg]]:scil}', both ta ﬂm]um bt also
to upload data. Sending information
became as important as receiving if. A
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. 149 Az an
example, some video conferancing
l.edmul-:nﬁy platforms indicate that
download and upload speeds should ba
roughly equal to support two-way,
interactive video meetings.**® For both
wuork and school, client materialzs or
completed school assignments, which
may be in the form of POF files, videos.
or graphic files, alzo need to be shared
with others. This is often done by
uploading materials to a collaboration
gite, 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. 151 These activities
require significant capacity from home
internet connections to both download
and upload data, especially when thera
are multiple indivifua]a in ona
housshold engaging in these activities
simultansously.

Thiz 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 ohserved by OpenVault, par-
subscriber average data usage for the
fourth quarter of 2020 was 482.6
gigabyies per month, representing a 40
percent intrease over the 344 gigabytes
consumed in the fourth quarter of 2019
and a 26 percent increase over the third
quarter 2020 average of 383.8

14

12 (Ina high definition Foom mesting or class
magjuires approximataly 2.8 Mbhps/2.0 Mbps [op/
down).

1 Sog, .. m wirements for
Windows, |:|1=H:I5 mvg{mux R.;?!ps_-".-"
support.zoom.us'hofen-ws/articles’ 201 352022
Systam-raquine o ts-for- Windews-m oo0S -and.
Lﬂuﬂk_d??ﬂc&'f?ﬂd—ﬂﬂs-b]h OEaBf3r0e 6P
(last visited May B, 2Z021).

151 By ana astimata, to upload 2 ane gigahit video
fila ta ¥ouTuba would take 15 minutes at an wpload
spaad of 10 Mbps comparad with 1 minuta, 30
sacmnds 2t an upload spaad of 10 Mbps, and 30
samnds 2t an upload spoaad of 200 Mbps.
Enuilwsmr What is Symmetrical imtermat? March
2020].
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pigal g‘t 5.152 Elpen'i.-’ault also noted
significant increases in upsiream usage
among the data users it ocheerved. wi
upstream data usage growing 63
peri:enl—fmm 19 gigabytes to 31
gigabytes—between December, 2010 and
December, 202015 According to an
OECD Broadband statistic from June
2020, the largest percen of U.5.
hmsdbanda.:ﬁham?iebers 1::%2 services
providing speeds between 100 Mbpz
and 1 Ghps.1ss

Jurisdictions and Federal programs
are II'IEI'EEE]I.'I.E'._'," responding to
Eﬂwmg demands of their u:lm.mumlles

both heightened download and

upload speads. For example, [llinois
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 spead
levels, prioritized by other Federal
programs alﬂ;pnﬂing broadband
projects. Bids submitted a= part of the
FCC in its Rural Digital Opportunity
Fund (RDOF], Esl,abl:iahecﬂn support the
construction of broadband networks in
rural communities across the country,
are given priority if they offer faster
service, with the service offerings of 100
Mhbps download and 20 Mbps upload
being included in the “above baseline”™
performance tier set by the FCC.5* The
Broadband Infrastructure Program

{BBIP) *=5 of the D t of
Commerce, which provides Faderal
funding to deploy broadband

122 WEL: Cowid-19 Drove 15 panmat Incraasa in
Brogadband Traffic in 2020, OpenVaalt, Cuarerdy
Advasory, (Feb. 10, 2021, availabie o hﬂp::'."
opesvrull.comfovhi-oovid- 19-drove-5 1-incnorse-in-
bmu\d'h:.rﬂhh'nﬂ':m 2020; Soe DpanVaul's data so

information on usage by subscribars

i.EI'D‘IS multipla continents, incleding Morth
Amurica and Europa. Additional data and detail on
increases in the amoumnt of data usars consume and
tha broadband speads thay ara using is providad in
OnenVault Brondbosd I sighls i34,
(aarterly Advisory (Fob. 10, 2021), avmilobie o
hitpsYopes voull. com//oen plimerdory-repod-4G20¢,

1= (WHI Spacial Repart: 202 Upstream Crowth
Moarly 4X of Pre-FPandamic Yaars, Dpan¥ault,
(uarterly Advisory, (Aprl 1, 20201), avriloble o
httpzYopos vrult. com fovhi-spacial. _20-
upsiream-growdh-rate-nearly-4x-of-pre-pandemic-
years’; Additional data is provided in Opes Vael
Broadbosd [esigits Pandemic Impocat or Ulpsiroom
Broadbasd Lsage and Network Capacity, availiable
at https=Yopesvoull. oo fupstream.- white paper’.

1 (rganisation for Economic Co-operation and
Davalopmeant, Fixed broadband subscriptions par
100 inhabitants, par spoed tiars (Juna 2020}, Akips
www.iowod. cngelibroodband’s. 1 Fixed BE-
EpdedeM :lrI: WWw. md' ongshiS

155 Rurral ol i Furrd EBaport and
Ordar, 25 Rniﬁ 60, Em o (2020),
available at fftpssSwww foc gev/docamentfioc-
Inunches-20-billice -nrral-digital-epportus dy-fund-
[

158 The BIPF was awthorizad by the Consolidated
Appropriations A, 2021, Saction 905, Public Law
116—250, 134 Stat. 1182 [Dec. 27, 202a).

infrastructure to eligible service areas of
the country also prioritizes projects
designed to provide broadband service
with a download speed of not less than
100 Mbps and an upload speed of not
less than 20 Mbps. 357
The 100 Mbps upload and download
speeds will support the increased and
owing needs of households and
USINesses, RE:nséanmg 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
100 Mbps in such instances. To provide
for investments that will accommodate
technologies requiring symmetry in
dnwn]nag andEEplna SE}-E.:dE' as noted
above, aligible projects that are not
designed to deliver, upon project
completion, service that reliably mests
or exceeds symmetrical speads of 100
& because it would be impracticable
to do =0 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 commumnities.
Under the interim final rule, eligible
]Jmpects are expected to focus on
ocations that are unserved or
underserved. The interim final rule
treats users az being unserved or
underserved if they lack access to a
wireline connection capable of reliably
delivering at least minimum s 50
25 Mbps download and 3 Mbps upload
as households and businesses lacking
this level of access are penerally not
viewed as being able to originate and
raceive high-guality voica, data,
graphics, and video
telecommunications. This threshold is
consistent with the FCOC's benchmark for
an “advanced telecommunications
capahility.” 15% This threshold is also
consistent with thresholds used in other
Federal programs to identify eligible
areas to E-e sarved by programs to
improve broadband services. For
example, in the FCC's RIOF program,
E]lgll:-lre areas include those without
current (or already fundad) access to
terrestrial broadband service pr:r'.'iding
25 Mbps download and 3 Mbps upload
speeds ™ The Department DF!
Commerce's BEIF also considers
households to be "unserved”™ generally
if they lack access to broadband service

167 Soetion B05(d) (4] of the Consolidated

Approgriations Act, 2021,

168 Deploym avt Ropon, supro nota 142

152 Rurrad Digitel Opporterity Furd, sepro note
156,

Assessments of Revenues and Expenses Associated

55

with the City’s COVID-19 Response - Report No. 3

Page 58 of 105



26806

Federal Register/Vol. 86, No. 93/ Monday, May 17, 2021/ Rules and Regulations

with a download speed of not less than
25 Mhbps duwnln:-aifand 3 Mbps upload,
among other conditions. In selecting an
area to be served by a project, recipients
are encouraged to avoid investing in
locations that have existing agreements
to build reliable wireline service with
minimum s of 100 Mhps
download and 20 Mbps upload by
December 31, 2024, in order to avoid
duplication of efforts and resources.
ipiants are also encouraged to

consider ways to integrate afford ability
options into their program design. To
meet the immediate needs of unserved
and underserved households and
businesses, recipients are encouraged to
forus on projects that deliver a physical
broadband connection by prioritizing
projects that achieve las{ 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—

roviders with less pressure to turn
profits and with a commitment to
serving entire communities.

Under sections 802(c)(1){A) and
B03cI{1MA), assistance to houssholds
facing negative economic impacts due to
COVID-19is also an eligible use,
including internet access or digital
literacy assistance. As discussed abowve,
in considering whether a potential usa
is eligibla unjer this category, a
recipient must consider whether, and
the extent to which, the household has
exp-erlenl:ed a negative economic impact
from the pandemic.

Question 22: What are the advantages
and disadvartages of setting minimum
symmetrical downlood ond upload
speeds of 100 MbpsF What other
minimum standards would be
appropriate and wﬁ%'?

estion 23: Would setting such a
minimum be impractical for particular
.HEEE of projects? If so, where and on

af buziz should those projects be
identified? How could such a standard
be zat while alzo taking into account the
practicality of using this stondord in
particular types of projectsF In addition
to topography, geography, and finan cial
factors, what other constraints, if any.
are relevant to considering whether an
investment is im practicable?

Question 24: What are the advanfoges
and disadvartagss of setting a
minimum level of service at 100 Mbps
download and 20 Mbps upload in
projfects where it is im practicable to set
minimum symmetrical download and
uplood speeds of 100 Mbps?F Whot are
.Lgs adventages and disodvontaoges of
setting o scalability requirement in these
cases? What other minimum standards
would be appropriate and why?

Question 25: What are the odvantoges
and disadvantagss of focusing these
investmenis on those withouf access to
a wireline connection that reliably
delivers 25 Mbps download by 3 Mbps
uplod? Waulfanathsr threzhold be
appropriate and why?

Suss.!iﬂu 26: What are the advantages
and disodvantoges of sefting any
particular .I'.hmfafdfar identifying
unrserved or underserved areas,
minimum speed stondards or sealability
minimum ¥ Are there other standards
that should be set (e.g., latencyl? If so,
why and how? How can such threshold,
standards, or minimuom be set in o way
that balances the public's interest in
muaking sure that relioble broodband
services meeting the doily needs of all
Americans are availoble throughout the
country with the providing recipients
fexibility to meet the varied needs of

their communities?
1. Restrictions on Use

As discussed above, recipients have
considerable flexibility to use Fiscal
Recovery Funds to address the diverse
neads of their communities. To ensure
that payments from the Fismal Recover
Funds are used for these c-:-ngreasiunaﬁ'}'
parmitted purposes, the ARFA includes
two provisions that further define the
boundaries of the statute's eligible uses.
Saction 602(c){ZNA) 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]{2)(B) and
603{c)(Z) 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 uze of funds for the
congressionally permitted posas
describad in Section 11 of this
Supplementary Information by

roviding a backstop against the use of
E.mds for purposes outzide of the
E]i.'Fil:ll.E use categories,

hese provisions give force to

Congress's clear intent that Fiscal
Recovery Funds be spent within the
four eligible uses identified in tha
statute—(1] to respond to the public
health emergency and its negative
economic impacts, (2] to provide
premium pay to essential workers, (3] to
provide povernment services to the
axtent uFelig:ihle governments’ revenue
lozses, and (4] to make necessary water,
sewer, and broadband infrastructure
investments—and not otherwise. These

four eligible uses reflact Congress's
judgment that the Fiscal Recovery
Funds should be expended in particular
ways that sup recovery from the
COVID-19 public health emergency.
The further restrictions refloct
Congress's judgment that tax cuts and
pension deposits do not fall within
these eligible uses. The interim final
rule describez how Treasury will
identify when such uses have ocourred
and how it will recoup funds put
toward these impermissible uses and. as
discussed in Section VIII of this
SUPPLEMENTARY INFORMATION, establizhes
a reporting framework for monitoring
the use of Fiscal Recovery Funds for
aligible 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 contaxt to
rafer to an extraordinary payment into a
pension fund for the purpose of
reducing an accrued, unfunded liability.
Muora spacifically, the interim final rule
does not permit this assistance to be
used to make a payment into 2 pension
fund if both:

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

2. the payment ocours outside the
recipient’s regular timing for making
such Ea}ments.

Under thiz interpretation, a “deposit”
is distinct from a “payroll
contribution,” which ocours when
amplovers make payments into pension
funds on regular intervals, with
contribution amounts based on a pra-
determined percentage of employess’
wages and salaries.

As discussed above, eligible uses for
premium pay and FEE]JCII'ISin to the
negative economic imrs:ts of the
COVID-18 public health emergency
include hiring and compensating public
sector employess. Interpreting the scope
of “deposit™ to exclude contributions
that are part of payroll contributions is
maore consistent with these eligible nses
and would reduce administrative
burden for recipients. Accordingly. if an
amployee's wages and salaries ara an
aligible use of Fiscal Recovery Funds,
racipients maé' treat the ml]:]u].ree's
covered benefits as an aligible use of
Fiscal 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, jur
duty], smployes insurance (health, life,
dental. vision), retirement [pensions,
401 (k]), unemployment bensfit plans
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(Federal and State), workers”
compensation insurance, and Federal
Insurance Contributions Act taxes
(which includes Social Security and
Medicare taxes).

Treasury anticipates that this
approach to employess” covered benefits
will be comprehensive and, for
amployess whoze wage and salary costs
are eligible expenses, will allow all
covered hanefitz listed in the previous
paragraph to be eligible under the Fiscal
Recovery Funds. Treasury expects that
this w‘ﬁ?nﬂnimim the sgniniatrallve
burden on recipients by treating all the
specified covered benefit types as
Eﬁble expenses, for employess whose
wage and salary costs are eligible
- msi? Z7: Beyond a *dsposit” and

estion 27:
a “payroll contribution,” are there utﬂar
fypes ol ents into o pension fun
.L%Et HLTE should mmpfql:far? !

B. Offset a Reduction in Net Tax
Revenue

For States and territories (recipient

Eilr:ermnents"ﬂ']. section B02(c)2)(A)—

offset provision—prohibits the use
of Fiscal Recovery Funds to directly or
indirectly offset a reduction in net tax
revenue resulting from a change in law,
regulation, or administrative
interpretation ' during the coverad
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 tFFlIE
imparmizsible offset and (ii} the amount
received by the State or territory under
the ARPA. See Section IV of this
SUPPLEMENTARY INFORMATIOM. 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 full allocation to
offset a reduction in net tax revenueal or
any non-ARPA funding received.

g 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 valua

the sources of funds that will offset—

18 I this sub-saction, “recipisn governments™
rufiars oaly to States and tarritorias. In other
sertions, “recipiant governmants™ mfars mom
broadly to eligihle govarmments mcaiving fonding
from the Fiscal Recovary Funds.

16l For bravity, refarred o as “changes in law,
regulaticn, ar interprotation”™ far the mmaindar of
thiz proambla.
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ig., cover the cost of—any reduction in
nat tax revenue resulting from such
changes. A recipient government would
only FI;JE considered to have used Fiscal
Recovery Funds to offsat a reduction in
nat tax revenue resulting from changes
in law, regulation, or interpretation if,
and to the extent that, the redipient
gfvernment could not identify sufficient
nds from sources other than the Fiscal
Recovery Funds to offset the reduction
in net tax revenue. If sufficient funds
from other sources cannot be identifiad
to cover the full cost of the reduction in
net tax revenue resulting from changes
in law. ragulation, or interpretation, the
remaining amount not coverad by thesa
spurces will be considerad to have bean
offzet by Fiscal Recovery Funds, in
contravention of the offset provision.
The interim final rule recognizes threa
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 typas of information and modeling
already used by States and territories in
their own fiscal and budgeting
Emneases. By incorporaling existing

udgeting 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. Thiz approzch ensures that
recipient governments have the
information they need to understand the
implications of their decisions regarding
the use of the Fiscal Recovery Funds—
and, in particular, whether l.l:ue'jI 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 Stale's or territory’s covered
tax changes that would reduce tax
revenus will enable identification of,
and recoupment for, use of Fiscal
Recovery Funds to directly offset
raductions in tax revenue resulting from
tax reliaf. Moreover, this approach
recognizes that, because money is
fungible, even if Fiscal Recovery Funds
are not explicitly or directly used to
cover the costs of cha at reduce
nat 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 bean
neaded to cover the costs of the
raduction. 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 the 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 thiz preamble, the framework sat
forth in the interim final rule establishes
a step-by-step process for determinin
whefgn!_-:r}. an extent to which, Fisis]
Recovery Fundz have been usad to offset
a reduction in net tax revenue. Based on
information reported annually by the
recipient government:

+ First, each year, each recipient
government mﬂ identify and valua 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 neads to “pay
for'” with sources other than Fiscal
Recovery Funds (total value of revenue
raducing changas).

» Second. the interim final rule
recognizes that it may be difficult to
pradict how a change would affect net
tax revenue in future years and,
accordingly. provides that if the total
value of the 1:]i'|.an,gea in the year for
which the recipient government is
reporting is below a de minimis lavel,
as discussed balow, 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
graater than the amount of tax revenue
recaived by the recipient for the fiscal
year ending 2018, adjusted annually for
inflation, the recipient government will
not be considerad to have violated the
offset provision because there will not
have been a reduction in net tax
revenue.

+ Fourth, if the recipient

overnment’s actual tax revenue is less

an 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 coverad tax changes other than
Fiscal Recovery Funds. These are:

= State or territory tax changes that
would increase any source of general
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fund revenue, such as a change that
would increase a tax rate; am:FI;

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

e recipient government will
calculate the value of revenue reduction
remaining after zpp]}'i these sources
of offsetting funding to the total value of
TEVENLLE reguc:in,g Esng&s—ﬂnat. is, how
much of the tax change has not been
paid for. The recipient government will
then comy that value to the
difference between the basaline and
actual tax revenue. A recipient
government will not be required to
repay to the Treasury an amount that is
greatar than the recipient government's
actual tax revenue sﬁurtfa | relative to
the baseline (i.e., fiscal vear 2019 tax
revenue adjusted for im}lah'un]_ This
“revenue reduction cap,” togather with
Step 3, ensures that recipien
governments can use organic revenue
grovwth to offset the cost of revenue
reductions.

+ Finally, 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
del,alrin 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 aligible
uses, while avoiding undue interference
with State and territory decisions
regarding tax and spending policies.

e interim final rule also
implements a process for recoupi
Fiscal Recovery Funds that were used to
offset reductions in net tax revenues,
including the calculation of any
amounts that may be subject to
recoupment, a process fora recipient
government to rezpond to a notice of
recoupment, and clarification regarding
amounts excluded from recoupment.
See Section IV of this SUPPLEMENTARY
INFORMATION.

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

vered chaonge. The offset provision
is triggered by a reduction in net tax
revenue razulting from “a change in
law, regulation, or administrative
interpretation.” A coverad change
includes any final lagislative or
regulatory action, a new or cha
EIdEﬂ.i]‘.l:iﬂErElli.'I."E inter tion, El?']%eﬁ]e
phase-in or taking effect of any statute

or rule where the phase-in or taking
affect was not prescribed prior to the
start of the 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 coverad period; the operative change
in thoze circumstances is the underlyving
legislation or regulation that ccourred
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
trigpered automatically and based on
statutory or regulatory criteria in effact
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 sea
its EITC payments automatically
increase—and thus its tax revenue
reduced—because of the Faderal
Government's expansion of the EITC in
the ARPA 182 This would not be
considered a covered change. In
addition, the offset provizion applies
only to actions for which the l:ll:ange in
p«:lic}' ocours during the covered period;
it excludes regulations or other actions
that implement a change or law
substantively enacted prior to March 3,
2021. Finally, Treasury has determined
and previously announced that incoms
tax changes—even those made during
the coverad period—that simply
conform w‘h‘E recent changes in Federal
law [including those to conform fo
recent changes in Faderal taxation of
unemployment insurance henefits and
taxation of loan 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
[baselina). The baseline will be
calculated as fiscal year 2019 [FY 2010)
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. 1sa

FY 20189 was chosen as the starting
vear for the baseline because it is the
last full fiscal yaar prior to the COVID-

12 5o, e, Tax Policy Center, How do siata
sarnad income tax credits work?, httpst"
wiw. toxpolicyoemiar. crg/brisfing-bookthow.do-
state-sarmed-Iroome-dax-credits-work (last visied
May 8, 2021).

RS, Dapartmant of Comeeroa, Baraau of
Economic Analysis, CIP Prica Deflator, hittpsf
wiw. e powdota pricos- imflotioe./ T8
defTmior (last 'ri:ihnfnh'[;y 1, lIIE?‘:-IIJ. gep-pr

109 public health emergency.*®* This
basaling year is consistent with the
approach directed by the ARPA in
sections B02(c)(1IC] and BO3(C)01)(C),
which identify the “most recent full
fiscal year of the [State, territory. or
Tribal governmant| prior fo the
emergency” as the comparator for
measuring revenue loss. 11.5. Eross
domestic product i= projected to
rebound to pre-pandemic levels in
2021,% suggesting that an FY 2019 pre-
pandemic baseline is a reasonable
comparator for future revenue levels.
The FY 2019 basaline revenue will be
adjusted annually for inflation to allow
for direct comparison of actual tax
revenue in year [reported in
nominal terms) to baseline revenue in
commaon units of measurement; without
inflation adjustment. each dollar of
reported actual tax revenue would be
worth less than each dollar of baselina
Tavenus expresszed in 2019 terms.

Raporting year. Thea interim final rule
defines “reporting year™ as a single year
within the covered period, aligned to
the current fiscal year of the recipient
E-vernmenl during the covered period,

r which a recipient government
reports the value of covered changes
and any sources of offsetting revenue
increases (“in-year” value], regardless of
when those changes were anacted. For
the fiscal years ending in 2021 or 2025
(partial years], the term ““reporting year”
refers to the portion of the year fsﬁing
within the coverad period. For example,
the reporting vear for a fiscal year
beginning July 2020 and ending June
2021 would be from March 3, 2021 to
July 2021.

ax revenue. The interim final rule’s

definition of “tax revenus™ is based on
the Census Bureau's definition of taxes,
used for its Annual Survey of State
Government Finances 5 [t provides a
consistent, wall-astablished definition
with which States and territories will be
familiar and is consistent with the
approach taken in Section ILC of this
SUPPLEMENTARY INFORMATION describing
the implementation of sections
602(c)1)C) and B03(c)1NC) of the Act,
regarding revenue loss. Consistent with
the approach described in Section ILC
of this SUPPLEMENTARY INFORMATION, fax

154 Using Fisral Yoar 2019 is consistant with

saction 602 & Congress provided for osing that
basaling for detarmining the impact of ravanue loss
affecting the provision of governmant services. Soe
sactiaon B0 1]ICL

185 wonal Bodget Offca, An Dvorview of
tha Economic Outlook: 2021 to 2031 (Fehnary 1.
2021), avoilmhle m htipsy e cho, gov’
publicotion /55965,

18115, Cansus Burmau, Annual Survay of Stata
and Lowl Covernmant Finanoes Clossary, Fltpso
m.::rrst.luirm'."pn# vy fadsoud’
glozsmry_hi [last vissted Apr. 20, 2021).
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revenue does not include revenue taxed
and collected by a different unit of
E',n:wermnent (g.g., revenue from taxes
ewvied by a local government and
tranzferred to a recipient government).

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

(1) Covered changes that reduce fax
revenue. For each reporting
recipient guvernm.en]:lmwd] Jmf} and
value covered changes that the recipient
government predicts will have the effect
of reducing tax revenue in a given
reporting vear, similar to the way it
would in the ordinary course of its
budgeti ':gh]:lrn-neas The value of these
covered chanpges may be reported basad
on estimated values produced by a
budget model, incorporating reasonable
assumptions, that aligns with the
recipient government's existin
approach for measuring the ef of
fiscal policies, and that measures
relative to a current law basaline. The
covered chanpges may also be reported
based on actual values using a statistical
methodology to isolate the
VEAr-0ver-year Tevenue atl.rlbuli%‘]!e to
the covered change(s), relative to the
current law baseline prior to the
changals). Further, estimation
approaches should not use dynamic
methodologies that incorporate the
projected effects of macreconomic
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 macreconomic

owth rely on fewer assumptions and
Eua pmu‘ide 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
rEpnrtinptmef&md.ulng}r based on their
existing budget scoring practices and
capahilitiez. In addition, the approach of
using the projected value of changes in
law that enact fiscal policies to estimate
the nat effect of such policies i=

consistent with the way many States

Office of the City Auditor

June 2021 | Report No. 2020/21-18

and territories already consider tax
changes, 57
(2] In excess of the de minimis. The
recipient government will next calculate
the total value of all covered changes in
the reporting resulting in revenus
reductions. identified in Step 1. If the
total value of the revenue reductions
rezulting from these changes i= balow
the de minimis level, the recipient
government will be deamed not to have
any revenue-reducing changes for the
purposa of determining the recognized
net reduction. If the total is above the de
minimis level, the recipient government
must identify sources of in-year revenue
to cover the full costzs of changes that
reduce tax revenue.
The de minimis level is caloulated as
1 percent of the reporting year's
basaline. Treasury recognizes that,
pursuant to their taxing authority, States
and territories may ma nie 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 ]:lr-:-]ecl.ed 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
consaquence. Treasury determined the 1
parcent level aasessmg the historical
EffEl:ts of state-level tax policy changes
in state EITCs implementad to effect
policy goals other than reducing net tax
revenues. '™ The 1 percent de minimis
level reflects the historical reductions in
revenue due to minor changes in state
fiscal policies.
(3] Safe harbor. The recipient
g-:-vemment will then compare the
year's actual tax revenue to
ll'ue- baseﬁne 1f actual tax revenue is
Eleater than the baseline, Treasury will
sam the recipient government not to
have any remgnizeg net reduction for
the reporting vear, and therefore to be in
a safe harbor and outside the ambit of
the offset provision. This approach iz
consistent with the ARPA, which
contemplates recoupment of Fiscal
Recovery Funds anly in the event that

167 Spw, a.g., Mogan Randall & Kim Rusban, Tax

Policy Cantar, Sustainable Budgating in the Statas:
Evidenon om Stata Budget Institutions and Practices
(Mow. 2007), avwilabie at hitps/Y
www.taxpelicyoender. org's itesdefmu b Tiles”
peblicotioss 140 186 sustminabhe-bo dpetin g-in-the-
states_1pdf.

1E Nata prowidaed by the Urban-Brookings Tax
Policy Cantar for state-level EITC changas for 2004—
0

fundi

such funds are used to offset a reduction
in net tax revenue. If net tax revenue has
not been reduced, this provision does
naot a|:||:l|1.- In the event that actual tax
revenue is above the baseling, the
organic revenue growth that has
occurred, plus any other revenue-raising
changes, by definition must have been
anough to offset the in-year costs of the
covered changes.

(4) Consideration of other sources of

. Maxt, the recipient government
will id.entlf} and call:uli'sl.e the total
value of changes that could pay for
revenue reduction due to coversd
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 calegurles

{a) Tax and other increases in
revenue. The recipient government must
identify and consider coverad changes
in policy that the recipient government
pradicts will have the effect of
increasing general revenue in a given
rE]ik:\rting vear. As when identifying and
valuing covered changes that reduce tax
revenue, the value of revenue-raising
changes may be reported based on
astimated values produced by a budget
model, incorporating reasonable
assumptions, aligned with the recipient
government's existing l]:l'!:lrl:ﬁd'.l for
measuring the effects of fiscal polides,
and measurad relative to a current law
basaline, or based on actual values using
a statiztical mathodology to isolate the
change in year-over-year revenusa
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 separataly under the
interim final rule. In general and where

oszible. reporting should be produced
E}r the agency of the recipient

overnment responsible IEur estimating
ﬁ'lE oosts and effects of fiscal policy
changes. This approach offers recipient

overnments the flexibility to determine
ﬁ'lEi.l’ reporti Eﬂun:-dnl.um- based on
their existin n%:udpet sooring practices
and capabilitias.

(b} Covered spending cuts. A recipient
government also mag::lr.ut spending in
certain areas to pay for covered changes
that reduce tax revenue, up to the
amount of the recipient government’s
net raduction in total spending as
described below. Thess changes must be
reductions in government outlays not in
an area where the recipient government
has spent Fizcal 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,
ar authority. This approach was selectad
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
IEI.'.I]J:IIE'I.'Lt government's net reduction in
total spending. If they have. the Fiscal
Recovery Funds generally would be
desmed 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
counk.

To calculate the amount of spending
cuts that are available to offset a
reduction in tax revenue, the recipient

overnment must first consider whather
has been a reduction in total net
spending, excluding Fiscal Reco
FE::‘.IdE [ngl-zt rEdu:hc-[ii in total spel;eﬂngj
Thiz approach ensures that reported
spending cuts actually creste fiscal
space, rather than simply offsetting
other spending increases. A net
reduction in total spending is measurad
as the difference between total spending
in each reporting year, excluding Fiscal
Recovery Funds spent. relative to total
spending for the recipient’s fiscal vear
ending in 2019, adjusted for inflation.
Measuring reductions in sp-e-ru:lmg
relative tn 2119 reflects the fact that the
fiscal space created by a spending cut
E:rsisla a0 long as spending remains
low its original level, even if it does
not decline further, relative to the same
amount of revenue. Measuring spending
cuts from year to year wuu]d.gb}
contrast, not recognize any available
funds to offset revenue reductions
unless spending continued to decling,
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

ssible, rEpnIl.L should be produced

E;j the agency Df e recipient
overnment responsible I[:::u' estimating
costs and effects of fiscal policy
changes. Treasury chose this approach
because while many recipient
overnments may score budget
? islation using projections, spending
cula are readily nEs.enrahle using actual
values.

Thiz approach—allowing onl
spending reductions in areas where the
recipient government has not spent
Fiscal Recovery Funds to be used as an
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offset for a reduction in net tax
revenue—aims to prevent recLI:llenl
governments from using Fiscal Reoo

Funds to supplant State or territory
funding in |EE eligible use areas, and
then use those State or territory 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
povernments use Fiscal Recovery Funds
in a manner consistent with the
prascribed eligible uses and do not use
Fiscal Recovery Funds to indirectly
offset a reduction in net tax revenue
rezulting from a covered change,
Treasury will monitor changes in
spending thr ut the coverad
period. If, over the course of the covered
period, a spending cut iz subsequently
raplaced with Fizcal Recovery Funds
and used to indirectly offset a reduction
in net tax revenue resulting from a
coverad change, Treasury may consider
such change to be an evasion of the
restrictions of the offset provision and
zeek recoupment of such amounts.

(5) Iden tiffcation of amounts subject
to recoupment. If a recipient
ﬁuvernment (i} reparts coverad changes

t reduce tax revenue (Step 1); (i to
a degree greater than the de minimis
(Step ZJ; ?u] has experienced a
reduction in net tax revenue (Step 30;
and liv) lacks sufficient revenuea from
other, permissible sources to pay for the
entirety of the reduction (Ste P‘:i then
the racipient government will be

considerad 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 and actual tax revenue 2 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
]:Eu'd for with other, permissible sources,
anic menuen?uwl.h haz implicitly
et a portion of the reduction. For
example if a recipient government
raduces tax revenue by 51 billion,
makes no other changes, and
axperiences revenue growth driven by
organic economic growth worth $500
million. it need only pay for the
remaining $500 million with sources
other than Fiscal Recovery Funds. The
revenue reduction cap implements this

18 This cap is applied in §35.8() of the interim
final rula, clcualating the amount of fands wsad in
violation of the tax provisian.

approach for permitting organic revenue
grcr\-rﬂu to cover the cost of tax cuts.

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

To fadilitate the implementation of
the framework above, and in addition to
reporting required on eligible uses, in
each vear of the reporting period, each
State and territory will report to
Treasury the following items:

o Actual net tax revenue for the

reportin

FG acﬁ revenu.e-redumng change
msde to date during the covered pariod
and the in-year value of each change;

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

« Each covered spending cui made fo
date during the covered period. the in-
year value of each cut, and
documentation demonstrating that each
spending cut is coverad as prescribed
under the interim final rula;

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

estion 28: Does the interim fina!
rule’s definition of tax revenue accord
with existing State and territorial
practice uﬁ, if not, are there other
definitions or elements Treasury should
consider? Discuss why or why not.

Question 29: The inferim final rule
permits cerfain spending cuts fo cover
the costs of reductions in fox revenue,
including cuts in o department, agency,
or authority in which the recipient
government is not using Fiscal Recavery
Funds. How shonld Treasury and
recjpfsnt governments consider the

ﬁa of a department, agency. ar
uut n!}’far the use of funds to ensure
spending cuts are not being substitufed
with Fiscal Recovery Funds while also
avoiding an overbroad definition of that
captures spending thot is, in foct,
distinct?

Cruestion 30: Discuss the budget
scoring methodelogies currently used by
Stirfes and territories. How should the
interim final mie toke info
consideration differences in
approaches? Please discuss the use of
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practices including but not limited to
macrodynamic scoring, microdynamic
scoring. and length q(g udget windows.

Cuestion .?I.-'ﬁ:n recipient government
has a balanced budget requirement, how
will that requirement impoct its use of
Fiscal Recovery Funds and ability ta
implement this framework?

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

Tamewaork.

Cmestion 33: Discuss Stotes’ and
territories” ability to produce the figures
and numbers required for reportin
under the inferim final mile. What
additional reparting tools, such as a
strn dordize tam;f:rta, would facilitote
States’ and territories” ability to
complete the reporting required under
the interim final rule?

.. Other Restrictions on Use

Payments from the Fiscal Recovery
Funds are also subject to pre-existin
limitations provided in o Feder;i
statutes and regulations and may not be
used as non-Federal match for other
Fadaral pr = whose statute or
regulations bar the use of Federal funds
to meet matching requirements. For
example, payments from the Fiscal
Recovery Funds may not be used to
satisfy the State share of Medicaid. 7o

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
Principlas, and Audit Requirements for
Faderal Awards (2 CFR 200) (the
Uniform Guidance), including the cost
principlas and restrictions on genaral
provisions for selected items of cost.

. Timeline for Use of Fiscal Recovery
Funds

Section 602(c){1) and section 603(c)i1)
require that payments from the Fiscal
Recovery Funds be used only to cover
costs incurred by the State, territory,
Tribal government, or local government
by December 31, 2024, Similarly, the
CARES Act provided that payments
from the CRF be used to cover costs
incurred by December 31, 2021.77" The

170 Sao 42 CFR 433 .51 and 45 CFR 75.306.

171 Saction 1001 of Division W of the Gonsolidated
Appropriations Act, 2021 amended saction
601[d)(3) of tha Aot by axtending the end of tha
cowared paricd for CRF expenditures from
Daceenbar 30, 2020 to Decambar 31, 2021.
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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 usad 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 dalivery DFE’IE goods acquired
must ocour by December 31, 2021. In
contrast, the ARPA, passed at a different
stage of the COVID-19 public health
aemergency, was intended to provide
muore general fiscal relief over a broader
timeline. In addition, the ARPA
axpressly Ferm.its 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 6003 that costs
be incurred by December 31, 2024, to
require only t{'rlat recipients have
obligated the Fiscal Recovery Funds by
such date. The interim final rule adopts
a definition of “obligation” that is bazed
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 from the Fiscal Recovery
Funds are grants provided to recipients
to mitigate the fiscal effects of the
COVID-18 public health emergency and
to respond to the public health
emergenay, consistent with the eligible
uses pnumerated in sections EI]I[CF[I]
and B03[c){1).'7* As such. these funds
are intended to provide economic
stimulus in areas still recovering from
the economic effects of the pandemic. In
implementing and interﬂleh’n,g thesa
provisions, including what it means to
“respond to” the COVID-19 public
health emergency, Treasury takes into
consideration pre-pandemic facts and
circumstances [a.g_, AVETAZE TEVETLE
growth prior to the pandemic) as well as
impact of the pandemic that predate the
anactment of the ARFA (s.g.,
replenishing Unemployment Trust
I:la]ilannes drawn during the pandemic).
While assessing the e of the
COVID-18 public health emergency
necessarily l::hea into consideration the
facts and circumstances that predate the
ARPA, use of Fiscal Recovery Funds is
forward looking.

As discu above, recipients are
permitted to use payments from the
Fiscal Recovery Funds to rezspond to the
public health emergency, o respond to
workers performing essential work by

providing premium pay or providing

172 Bdions 602(a), s03(a), s02{ch1) and s03i:i1]

of the At

173 Civan tha natura of this

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(c){1){C) and
6023(c)1)C) permit recipients to use
Fiscal Recovery Funds for the provision
of government services. This clansa
provides that the amount of funds that
may be used for this purpose is
meazured by reference to the reduction
in revenue due to the public health
emargency relative to revenues collected
in the most recent full fiscal year, but
this reference does not relate to the

eriod during which recipients may use
ﬂ'lE funds, H'Eid‘.l instead refers to
prospactive uses, consistent with the
other eligible uses,

Although as discuszed above the
eligible uses of payments from the
Fiscal Recovery Funds are all

TS ive in nature, Trea i
Ennslijj.:rla the beginning of E?cmered
period for purposes of determini
compliance with section G02(ch(2)(A] to
be the relevant reference point for this
purpaose. The interim final mle thus
permits funds to be uzed to cover costs
incurred beginning on March 3, 2021,
Thiz 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
ahble to cover them using these
payments. 173

As sot 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 802(c) and 603(c) of the Act
may result in recou nt of funds.174
The interim final rule implements these
provisions by establishing a process for
recoupment.

Identification and Notice of
Violations. Failure to comply with the
restrictions on use will be identified

based on reporting provided by the

ram, racipients
will not ba parmittad 0 usa funds o cover pra-
award costs, L., thoesa incarred prior to March 2,
piiks

174 Sacbons 602(a) and 603(e) of the Ad.
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recipient. As discussed further in
Sections IILB and VI of this
SUPPLEMENTARY INFORMATION. Tl’EBﬂlJ.I':."
will collact information regarding
aligible uses on a qua.ﬂ.erl}r basiz and on
the tax offset provision on an annual
basiz. 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.

Request for Reconsideration. Under
the interim final rule, & 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 exampla,
additional information regarding the
recipient’s use of Fiscal Recovery Funds
or its tax revenues. The process also

provides the Secreh.? with an
opportunity to consider all information

relevant to whether a violation has
occurred, and if so, the appropriate
amount for recoupmeant.

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
calendar days of receipt of such
notice. The request must include an
explanation u?wh:.r the recipient
beliaves 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
IEEDI.'I.EiEEIEItiEIT.I. 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 responsas to the recipient's
supporting reasons and consideration of
additionzal information provided.

The process and timeline established
by the interim final rule are intended to
provide the rE:E:ient with an adequate
opportunity to fully present any issues
or arguments in response to the notice
of recoupment.»7= This process will
allow the Secretary to respond to the

175 Tha intarim fimal ruba alse providas that
Troasury may extend any deadlings.
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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 'LnE:urmallnn.
Repayment. Finally, the interim final
rule provides that anl';' amounts subject
to recoupment must be repaid within
120 calendar days of receipt of any final
notice of recoupment or, if the recipient
haz not requested reconsideration,
within 120 calendar days of the initial
notice provided by the Secretary.
Question 34: Discuss the timeline for
requesting reconsiderstion under the
interim final male. What, if any,
challenges does this timeline present?

V. Payments in Tranches to Local
Governments and Certain States

Section 603 of the Act provides that
the Secretary will make payments to
local governments in two tranches, with
the second tranche being paid twelve
months after the first payment. In
addition, section EDZ&]{E]L"I-] (il
provides that the Secretary may
withhold payment of up to 50 percent
of the amount allocated to each State
and territory for a period of up to twalve
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
raguired to be based on the
unemployment rate in the State or
territory as of the date of the
cartification.

The Secretary has determined to
provide in this interim final mle for
withholding of 50 percent of the amount
of Fiscal Recovery Funds allocated to all
States (and the District of Columbia)
other than those with an unemployment
rate that is 2.0 parcentage points or
muore above its pre-pandemic (ie.,
February 2020) level. The Secretary will
refer to the latest available monthly data
from the Bureau of Labor Statistics as of
the date the certification is vidad.
Based on data available at the time of

ublic release of this 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
raquirement in saction 603 of the Act to
make payments from the Comonavirus
Local Fiscal Recovery Fund to lol
governments in two tranches, 7o

176 With raspact to Fodioral financial assistanco

mona genarally, Siatas am subject to tha
requiramasts of the Cash Managomant
Improvamant Act (CMIA), undar which Fedaral
funds are drawn upon only on an as nesded basis
and States are required 1o ramit imerest on unwsed
balances to Traasary. Givan tha statatory
requiramast for Traswry o make paymants to
Statas within a cartain period, thess requiraments

Splitting payments to States into two
tranches will help encourage recipients
to adapt, as necessary. to new
developments that could arise over the
coming twelve months, includi
potentizl changes to the nature of the
public health emergency and its
negative economic impacts. While the
1.5, economy has been recovering and
adding jobs in agate, there is still
cnnsiferahle u:ﬁlrt:l;?nt in the
economic outlook and the interaction
betwesn the pandemic and the
economy. ™ For these reasons. Treasury
believes it will be appropriata for a
majority of recipients to adapt their
plans as the recovery evolves. For
axample, a faster-than-expected
economic recovery in 2021 could lead a
recipient to dedicate more Fiscal
Recovery Funds to longer-term
investments starting in 2022 In
contrast, a slower-than-expected
economic recovery in 2021 could lead a
recipient to use additional funds for
near-term stimulus in 2022,

At the same time, the statute
contemplates the possibility that
alevated unemplo nt 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 ex; ation 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
lewals. 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 implamsnting

megulaticns at 31 CFR part 205 will nat apply 1o
payments from tha Fiscal Bocovery Funds.
Providing funding in two tranches to the majority
of Statas reflects, o the maximum axtent permittad
lI:_|3.'s:|||:ti.|:m1Elil‘.!l\:|Flh,n.F-.n:l.lh.v:. aral principlas af

aderal cash managemant an ship of
Foderal funding, wet will ba much lass mestrictive
than the usual requiremants to which Statas ar
suhjad.

177 Tha potantial courss of the virus, and its
impact on the sconomy, has contribated o a
heightenad degms of uncertainty ralative io prior
pariods. Sae, a.4., Dava Altig ot al., Economic
unerainty before and duaring the COVID-19
pandamic, J. of Public Eoon. (Mow. 2020), awifabis
at httpswww.sciemoedinec. comsoier onlmriicle’
abs/pii/ 50047 7727 70301 385,
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pandemic starting point. Consequently,
Treasury is delineating States with
significant remalnin;iglevatinn in the
unemployment rate, based on the net
difference to pre-pandemic levels.

Treasury has establishad that
significant remaining elevation in the
unamployment rate is a nat changs in
the unemplovment rate of 2.0
percentage points or more relative o
pre-pandemic levels. In the four
pravious recessions going back to the
early 1960s, the national unemployment
rate rose by 3.6, 2.3, 2.0, and 5.0
percentage points, as measured from the
start of the recession to the eventual
peak during or immediately following
the recession. »™ Each of these increases
can tharefors rapresent a recession’s
impact on unemployment. To identify
States with significant remaining
alevation in unemployment, Treasury
took the lowest of these four increasses,
2.0 percentage points, to indicate states
where, despite improvement in the
unemployment rate, current labor
mizrket conditions are consistent still
with a historical benchmark for a
TeCession.

Mo U5, 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.8 percent, as of March 2021 7] is
sufficiently high such that Treasury
should not withhold any portion of its
payment from the Fiscal Recovery
Funds regardless of its change in
unemployment rate relative to its pre-
pandamic lavel. For U5, 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.

VL. Transfer

The statute authorizes State,
territorial, and Tribal governments;
counties; metropolitan cities; and
nonentitlement units of local
government (counties, metropolitan

173 Incdudas tha paricd during and immediataly
following recessions, as dafined by the Naticnal
Hursaw of Economic: Rassarch. National Bumau of
Eronomic Resmarch, US Busingss Cyclea Expansions
and Contractions, htipsfwww_nbororgreseonchy’
dminns-besimessopolo-exprs sioe s-or d-
oortractions (last visited Apr. 27, 2021). Basod an
data from U5, Bursau of Labor Statistaes,
Unamploymant Rato [UNEATE], retrieved from
FRED, Fadaral Reserva Bank of 51 Louis, hfpss
frod_stiouisfed. org/series/ INRA TE (last visited Apr.
27, 20E1]).

179105, Bursau of Labor Statisties, Ecomomic
MNows Rolease—Tahle 1. Civilian bor forn and
unamplaymant by state and solectad area,
seasonally adjusted. fitps 2w bis gow’
l:nsjrdms:."hus.m!.hhn la=t visitad Apr. 20,
021).
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cities, and nonentitlement units of local
government are collectively refarred 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 SEEE] ng 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. Thiz
includes sp-eclal-ﬂlurpuse districts that
perform specific functions in the
community, such as fire, water, sewer,
or mosquifo abatement districts,

Specifically, under section 602(c)(3), a
State, territory. or Tribal governmeant
may transfer funds to a “private
nonprofit organization . . . a Tribal
organization . . . a public benefit
corporation involved in the
transportation of passengers or cargo, or
a special-purpose unit of State or local

overnment.”” " Similarly, saction
603(c){3] authorizes a local government
to transfer funds ko the same entities
(other than Tribal organizations).

The interim final rule clarifies that the
lists of transferees in sections 602(c)(3)
and 603(c)(2) 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 suthorized 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 iljrur to private
entities. This approach is intended to
halp provide funding to loeal
governments with neads 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
G02(z){3] and Eﬂ:][l:ﬁ.{:;] will ba a
subracipient. Subrecipients are entities
that receive a subaward from a recipient
to carry out a program or project on
hEh:i-E:uf the IEC?S:EI‘I[ with the
recipient’s Federal award funding. The
recipient remains responsible for
monitoring and overseeing the
subracipient’s use of Fiscal Recovery
Funds and other activities related to the
award to ensure that the subrecipient
compliss with the statutory and

18 Saction G0Z[C)(3) of the Act.

regulatory requirements and the terms
sn%i cnn&iﬁm of the award. Recipients
also remain responsible for reporting to
Treasury on their subrecipients” use of
ayments from the Fiscal Recovery
Funds for the duration of the award.

Transfers under sections 602(c)(3) and
603(c)(3) must qualify az an aligible use
of Fizcal 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 and 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
u:arr:.rlnﬁ.l:ul the county’s goal. This also
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
transfaror (county A]I.J be an eligible use
in county A.

Baction 803(c)(4) se tely provides
for transfers by a local government to its
State or territory. A transfer under
section 603{ci(4) 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)(4) will
result in a cancellation or termination of
the award on the part of the transferor
loral government and a modification of
the award to the transferes 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
rezponzible 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
Envernmenl under saction 603(c){4) will

e hound by all of the uze restrictions
et forth in section 602(c) with respect
to the use of those 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.

Cuestion 35: What are the odvantaoges
and disadvantages of ireating the list of
transferees in sections 602(cN 3] ond
603(c)(3) as nonexclusive, allowing
States and localities to transfer funds to
entities outside of the Iist?

Question 36: Are there alternative
ways of defining “special-purpose unit
of State or Iam"fgavsmman.!“ and
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* public benefit corponation” that would
better further the aims of the Funds?

VIL 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 (WELUs); local governments
which generally have populations balow
50,000, These local povernments have
not yat raceived direct fizcal relief from
the Federal Government during the
COVID-18 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 NELUs based on population
within 30 days of receipt unless an
axtension iz granted by the Sacretary.
The interim final rule clarifies certain
aspects regarding the distribution of
Fiscal Recovery by States and territories
to MEUz, as well as requirements around
timely payments from the Fiscal
Eecovery Funds.

The A requires that States and
territories allocate funding to NEUs in
an amount that bears the zame

roportion as the population of the NEU
5 to the total population of all NEUs
in the State or territory, subject to 2 cap
[described below). 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 thosa
required by the ARPA and Treasury’s
implementing regulations and guidanca.
For Example_ a State may not impose
stricter limitations than parmitted by
statuie or Treasury regulations or
puidance on an MEU's use of Fiscal
Recovery Funds based on the NEL's
proposed spending plan or other
policies. Statas sng territories are also
not permitted to offset any debt owed by
the NELI against the NEL's distribution.
Further, States and territories may not
rovide funding on a reimbursemant
is—e.pr., requiring NEUs to pay for
projact cg-slamfp &uﬂ]ﬁ before b-e]:lln‘[.g
reimbursed with Fiscal Recovery Funds
payments—hbecanse this funding model
would not comport with the statutory
requirement that States and territories
make distributions to MEUz 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 excesd 75
rcent of the NEL"s most recent

udget. The most recent budget is
defined as the NEU's most recent annual
total operating bu . including its
general fund and other funds, as of
January 27, 2020. Amounts in excess of
such cap and therefore not distributed
to tha NEU must be returned to Treasury
by the State or territory. States and
territories may rely for this
determination on a certified top-line
budpget total from the NELL

Under the interim final rule. the total
allocation and distribution to an MELT,
including the sum of both the first and
second tranches of funding, cannot
expeed the 75 percent cap. States and
territories must permit NELUs without
formal budgets as of January 27, 2020 to
self-certify their most recent annual
expenditures as of January 27, 2020 for
the purpose of calculating the cap. This
approach will provide an administrable
mezns to implement the cap for small
local governments that do not adopt a
formal budget.

Saction 603(b)(3] of the Social
Security Act provides for Treasury to
make payments to counties but provides
that, in the case of an amount to ba paid
to a county that is not & unit of general
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 sach
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
of such units of general local
government bears to the total population
of such county. As with NEUSs, States
may not place additional conditions or
requirements on distributions to such
units of general local povernment,
beyond those required by the ARPA and
Treasury's implementing regulations
and puidance.

In case of consolidated
governments, section 603(b](4) allows
consolidated governments (e.g., a dity-
county consolidated government) to
raceive payments un each allocation
based on respective formulas. In the
caze of a consolidated government,
Treasury interprets the budget cap to
apply to the consolidated government's
HNEL allocation under section &03(k)J(2)
but not to the consolidated
government’s county allocation under
section ORI

1f necessary, States and territories may
use the Fiscal Recovery Funds undar
section B0Z(c)(1)(A] to fund expenses
ralated to administering paymants to
MEUs and units of general local

government, as disbursing these funds
itsalf is a response to the public health
SMETEENCY and its negative economic
impacts. If a State or territo requires
more time to dishurse 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
BOZ(LIZNCHIII). Additional extensions
may be granted at the discretion of the
Secretary.

Question 37: What are alternative
ways for Stofes and territories to enforce
the 75 percent cap while reducing the
administrative burden on them ¥

Question 328: What criteria should
Trmsu:}'emsidsr in a@szessing requests
for extensions ?fﬂrfun'.ﬁﬂr time fo
distribute NEU payments?

VIII. Reporting

States (defined to include the District
of Columbia), territories, metropolitan
citiez, countiss, 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
31, 2026. The interim report will
include a recipient’s expenditures by
category at the leval from the
date of award to July 31, 2021 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
raquired to submit an interim report.

he gquarterly Project and Expenditure

reports will include financial data,
in];l:?rmslimu on contracts and subawards
over $50,000, types of projects funded,
and other information regarding a
racipient’s utilization of the award
funds. The reports will include the sama
peneral data (e.g.. on obligations,
expenditures, contracts, grants, and sub-
awards) as those submitted by recipients
of the CEF, with some modifications.
Muodifications will include updates to
the expenditure categories and the
addition of data elements related to
Eeciﬁc aligible uses, including some of

e reporting elements described in
sections above. The initial quartarly
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 guarter 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
overnment will cover activity from the
ate of award to Saptember 30, 2021
and must be submitted to Treasury by
Octobar 31, 2021. The subsequent
annual re must be submitted ko
Treasury by October 31 each year.

States, territories, m.etru]:k:-lltan cilias,
and counties with a population that
axceeds 250,000 residents will also be
required to submit an annual Recovery
Plan Performance report to Treasury.
The Recovery Flan 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 achisved in
an effective, efficient, and equitable
manner. Each jurisdiction will have
some flaxibility in terms of the form and
content of the Recovery Flan
Parformance report, as long as it
includes the minimum information
required by Treasury. The Recovery
Plan Parformance n;.'ﬂpcu't will includa
key performance indicators identified
by u!l:lE recipient and some mandatory
indicators identified by Treasury, as
well as programmatic data in specific
aligible use categories and the specific
reporting requiremeants described in the
sections ahove. The initial Recovery
Plan Performance report will cover the
period from the date of award to July 31,
2021 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 Ferformance report will
cover the period from July 1. 2021 to
Tune 30, 2022, and must be submitted to
Treasury by July 31, 2022. Each annual
Recovery Flan Performance report must
be posted on the public-facing website
of the recipient. Local governments with
fewrer than 250,000 residents, Tribal
povernments, and nonentitlement units
af 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
g:ll.' the Fiscal Recovery Funds at a later

ate.

IX. Comments and Effective Date

This interim final rule is being i=sued
without advance notice and public
comment to allow for immediate
implementation of this program. As

Office of the City Auditor
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discussed below, the requirements of
advance notice and pmic comment do
not apply “to the extent that there is
inwal . . . a matter relating to agency
.. .grants.” " The interim final rule
implements statutory conditions on the
aligible uses of the Fiscal Recovery
Funds grants, and addresses the
payment of those funds, the repaorting
on uses of funds, and pnl.ent;:ip
consagquences 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 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.” 52 This good cause
justification also supports waiver of the
Gil-day delayed effective date for major
rules under the Congressional Review
Act at 5 U.5.C. BOB(Z). Although this
interim final rule is effective
immadiately, comments are solicited
from interested members of the public
and from recipient governments on all
aspects of the interim final rule.

These comments must be submitted
on or before July 16, 2021,

X. Regulatory Analyses
Executive Orders 12866 and 13563

This interim final rule is
aconomically significant for the
purposes of Executive Orders 12866 and
13563, Treasury, however, is procesding
under the emergency provision at
Executive Order 12866 section &(a){3)(D)
basad on the need to act expeditiously
to mitigate the current economic
conditions arising from the COVID-19

ublic health emergency. The rule has

een reviewed by the Office of
Ma nit and Budget (OMB] in
accordance with Executive Order 12E66.
This rule is necessary to implemant the
ARFA in order to provide economic
relief to State. local, and Tribal
povernments adversely impacted by the
COVID-19 public health emergency.

Under Executive Order 12866, OMB
must determine whether this regulatory
action iz “significant” and, therefore,
subject to the requirementz of the
Executive Order and subject to review
by OMB. Section 3{f) of Executive Order
12866 defines a significant regulatory

g LE.C. 553z

iz 5 11.5.C. 553mIa) M) see alse 5 LLEG.
553(d)2) |croating am excoption to the requiramsont
of a 20-day delay bafara tha affective date of a rale
"'I'ﬁ d tmuse found and published with the
rala™).

action a= an action likely to result in a
rule that may:

(1) Have an annual effect on the
economy of $100 million or more, or
advemejy affect a sactor of the sconomy;
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] Creale a serious inconsistency or
otherwise interfere with an action taken
or planned by another agenoy;

ﬁ] Materially alter the hu?gela:}'
impacts of entitlements, grants, usar
fes, or loan programs or the rights and
obligations D][]recl ients thereof; or

[4? Raise novel legal or policy izsues
arising out of legal mandales_'ale
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) of Executive Order 12866.
Treasury has also reviewad these
regulations under Executive Order
13563, which supplements and
explicitly reaffirms the principles,
structures, and definitions governing
regulatory review established in
Executive Order 12866. To the extent
permitted by law, section 1(h) 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 quantifyl;

(2] Tailor its regulations to impose the
least burden on society, consistent with
obtaining regulatory DEjEEL‘i'U’EE taking
into account, among other things, and to
the extent ]:lractic.a]:ﬁe. the costs of
cumulative regulations;

(3] Select, in choosing among
alternative regulatory approzches, those
approaches that maximize net benafits
(including potentizl sconomic,
environmental. public health and safaty,
and ather advantages; distributive
im ; and equity];

4] To the extent faasible, specify
Eerﬂ:lrm.anne objactives, rather than the

ehavior 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 parmits—to encourage the
desired behavior, or providing
information that enables the public to
make choices.

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

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

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

Thiz Regulatory Impact Analysis
discuszes the need for regulatory action,
the potential benefits, and the potential
ok,

Need for Regulatory Action. This
interim final rule implements the $350
billion Fiscal Recovery Funds of the
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. As the agency
charged with execution of these
programs, Treasury has concluded that
this interim final rule is needed to
ansure that recipients of Fiscal Recovery
Funds fully understand the
requirements and parameters of the
program as set forth in the statute and
deploy funds in & manner that best
lEl]lJects Congress’ mandate for targeted
fiscal relief.

This interim final rule iz primarily a
transfer rule: It transfers $350 billion in
aid from the Federal Government to
states, tarritories, Tribal governments.
and localities, generating a significant
macroeconomic effect on the 1.5,
aconomy. 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, territories, Tribal
governments, and localities while
maintaining their flexibility to respond
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to local needs; and limiting
administrative burdens.

Analysis of Benefits. Relative to a pre-
statutory baseline, the Fiscal Recovery
Funds provide a combined 350 billion
to State, lncal, and Tribal governments
for fizcal relief and support for costs
incurred responding to the COVID-19
pandemic. Treasury balieves that this
transfer will generate substantial
additional economic activity, although
given the flexibility accorded to
racipients in the use of funds, it is not
possible to precisely estimate the extent
to which this will cour and the iming
with which it will ocour. Economic
research has demonstrated that state
fiscal ralief is an efficient and effective
way to mitigate declines in jobs and
output durjng AN BCOMOms:
downturn. @2 Absent such fiscal relief,
fiszal austerity among State, local, and
Tribal governments could exert a
prolonged drag on the overall sconomic
recovery, as occumed following the
2007-08 recession. '™

Thiz interim final rule provides
benefits across several areas by
implementing the four aligible funding
uses, a5 defined in statute:
Strengthening the response to the
COVID-18 public th emergency and
its ezonomic impacts; easing fiscal
prassure on State, local. and Tribal
gpovernments that might otherwise lead
to harmful cuthacks in employment or
government services; providing
premium pay to essential workers; and
msking necessary investments in cerfain
types of infrastructure. In implementing
lILeﬁRPA. Treasury also sought to
support disadvantaged communities
that have bean disproportionately
impacted by the pandemic. The Fiscal
Recovery Funds as implemented by the
interim final rule can be ex ed to
channel resources toward these uses in
order to achieve substantial near-term
economic and public health benefits, as
well as longer-term benefits arizing from
the allowable investments in water,
sewer, and broadband infrastructure and
aid to families.

18 Cahrial Chodorow-Reich at al., Doas State

Fiszal Relief during Racessions Intreasa

Employmant? Evidencn fram the Amarican

Fecovary and Reinvastment Act. American Eoon. ].:

Econ. Policy, 4:2 11845 (Aug. 2002), cvailable at

https-Sfuwww. aooweh orgfonticles fide 101 2577
42718,

1 Sow, a.g., Fitrpatrck, Haughwout & Satran,
Fizcal Drag from tha State and Local Soctar?,
Libarty Stront Economics Blog, Foderal Rasarva
Hank of New York (une 27, 2002), Mtpss
W Ty STl RO T O TR . T o) g 2012/
ﬂEFﬁrﬂf—n‘ﬁzg—fm-mnHmMJacwﬁ.hmf;
Jiri Jonas, Groat Becossicn and Fismal Squeses at
1.5, Subnational Covernmant Laval, IMF Working
FPapar 1271584, (July 2012), ovailable af kitpssi
www.imf org/extarmal/ prebsiftfwnd 201 27
w1 2184, pf; Gordon, supra note 9.

These benefits are achioved in the
interim final rule through a broadly
flexible approach that sets clear
iuidel.ines on eligible uzes of Fiscal

ecovery Funds and provides Stata,
local, and Tribal government officials
discretion within those eligible uses to
direct Fiscal Recovery Funds to areas of
greatest need within their jurisdiction.
While erving recipients’ overall
flexihility. the interim final rule
includes several provisions that
implement statutory requirements and
Wi.H halp support use of Fiscal Recovery
Funds to Eld!l::iE"'n'E the intended benefits.
The remainder of this section clarifies
how Treasury’s approach to key
provisions in the interim final mle will
contribute to greater realization of
benefits from the program.

+ Revenue Loss: Recipients will
compute the extent of reduction in
revenue by comparing actual revenue to
a :nunteré:tus] trend representing what
could have plausibly been expected to
ocour in the absence of the pandemic.
The counterfactual trend begins with
the last full fizcal year prior to the
public health emergency (s required by
statute) and projects forward with an
annualized growth adjustment.
Treasury's ision to incorporate a
growth adjustment into the calculation
of revenue loss ensures that the formula
muore fully captures revenue shortfalls
ralative to recipients” pre-pandemic
axpectations. Moreover, recipients will
have the opportunity to re-calculate
revenue loss at several points
throughout the program, recognizing
that some recipients may experience
revenue effects with a lag. This option
to re-caleulate revenue loss on an
ongoing basis should result in more
support for recipients to avoid harmiful
cutbacks in future years. In calculating
revenue loss, recipients will look at
ﬁ:ners] revenue in the aggregate, rather

an on a spurce-hy-source basis. Given
that recipients may have experienced
offsefting changes in revenues across
sources, Treasury’s approach provides a
more accurate representation of the
affect of the pandemic on overall
TEVENLES.

« Premium Fay: Per the statute,
recipients have broad latitude to
designate critical infrastructure sectors
and make grants to third-party
emplovers for the purpose of providing
premium pay or otherwise reapnm:l to
assential workers. While the interim
final rule generally preserves the
flexihility 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
datermine a lavel 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

ay, would likely have greater omal
Enan:is] resources to cope with the
affects of the pandemic. Treasury
beliaves the Lﬂfeshuld in the interim
final rule strikes the appropriate balance
between presarving flexibility and
halping encourage use of these
resources to help those in greatest need.
The interim final rule also requires that
aligible workers have lar in-person
interactions or regular physical
handling of items that were also
handled by others. This requirement
will zlzo help encourage use of finandal
resources for those who have endured
the heightened risk of performing
esaentjah'ﬁr;j; 7

» Wit ing of Payments o
Recipients: Treﬁu I:-e}ﬁ;m that for
the vast majority of recipient entitiss, it
will be appropriate to receive fundsz in
two saparate payments. As discussad
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 2022 or later.
However, consistent with authorities
granted to Treasury in the statute,
Treasury recognizes that a subsat of
States with significant remaining
alevation in the unemployment rate
could face heightened additional near-
term needs to aid unemployed workers
and stimulate the recovery. Therafore,
for a subset of State governments,
Treasury will not withhold any funds
from the first payment. Treasury
beliaves that this approach strikes the
appropriate ha]an.nepbetween the general
reasons to provide funds in two
payments and the heightened additional
near-term needs in specific States. As
discuszed above, Treasury sef a
thrazhold based on historical analysis of
unen;}:]uym.enl rates in recessions.

+ Hiring Public Ssctor Emplovess:
The interim final rule states explicitly
that recipients may use funds to restore
their workforces up to pre-pandemic
levels. Treasury belioves 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 levels).

Finally, the interim final rule aims to
promaote and streamline the provision of
assistance to individuals Elm:'ljm
communities in greatest need,
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articularly communities that have been
Eiatnri:al]}' dizadvantaged and have
experienced disproportionate impacts of
the COVID-149 crisis. Targeting relief is
in line with Executive Order 13085,

* Advancing Racial Equity and Suppaort
for Underserved Communities Through
the Federal Government,” which laid
aut an Administration-wide priarity to
support “equity for all, including peopla
of color and others who have been
historically underserved, marginalized,
and adversely affected by persistent
poverty and inequality.” 182 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 these
communities; establishes the
characteristics of essential workers
aligible for premium pay and

ETICOT nt to serve workers basad
on financial need; provides that
recipients may use Fiscal Recovery
Funds to restore (to pre-pandemic
lewels) state and local workforces, where
women and people of color are
disproportionately represented; 10e and
targets investments in broadband
infrastructure to unserved and
underserved areas. Collectively, these
provisions will promaote use ugresuurnes
to facilitate the provision of assistance
to individuals and communities with
the greatest need.

Analysis of Cosfs. This regulatory
action will generate administrative costs
ralative to a pre-statutory baseline. This
includes, chiefly, costs required to
administer Fiscal Recovery Funds,
overses subrecipients and beneficiaries,
and file periodic reports with Treasury.
It also requires States to allocate Flzl-cL:l}
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 he moderata for a
grant program of its size. Treasury
expects that most recipients receive
direct ar indirect funding from Federal
Government programs and that many

Uiz Exgpoutive Ordar on Advancing Racial Eqguity
and Sappart for Undarsarsed Communities throagh
tha Fedaral Covwemmant (Jan. 20, 2021) (85 FR roan,
January 25, 2021], hitps=fwww. whitefowse gow’
brigfing-room/presidential-oction s/ 202 150 1/ 200
expcutive-order-advarcimg-rocinl-equiy-and-
suppon-for-undersenved-com menities-through- -
fodamni-government! (last visitad May 9, 20210

1% David Coupar, Mary Gabla & Algemon Anstin,
Econoenic Policy [nstitata Briefing Papar, Tha
Puhlic-Sactar Jabs Crizis: Woman and African
Amaricans hit hardast by job lossas in state and
lncal govarnmants, hitpsSwww. opi.org’
peblicatios fpd20-pablic-sector-fobs-crizis (last
wisited May 0. 2021).

have familiarity with how to administer
and report on Federal funds or grant
funding provided by other entitiss. In
articular, States, territories, and large
ocalities will have received funds from
the CRF and Treasury expects them to
raly heavily on established processes
developed last year or through prior
Eﬂnl funding. mitigating burden on

ese povernments.

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

racise extent to which this interim
inal rule generates administrative
burden for State, local, and Tribal
overnments, but seeks comment to
etter estimate and account for thess
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 [Elireraliam
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 doss not impose substantial,
direct compliance costs on State, local,
and Tribal governments or pt state
law within the meaning of the Executive
arder. The compliance costs are
imposed on State, local, and Tribal
E?vernmenls by sections 602 and 603 of

e Social Security Act, as enacted by
the ARPA. Notwithstanding the above.
Treasury has engaged in efforts to
consult and work cooperativaly with
affectad State, local. and Tribal

overnment officials and associations in
e process of developing the interim
ﬂnamle_ Pursuant to the requirements
set forth in section 8{a) of Executive
Order 13132, Treasury certifies that it
has complied with the requirements of
Executive Order 13132,

Administrative Procedure Act

The Administrative Procedure Act
(APA), 5 1.5.C. 551 af seq., generally
requires public notice :ﬁ?l an
opportunity for comment before a rule
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becomes effective. However, the APA
provides that the requirements of 5

L.5.C. 553 do not apj:h- ‘to the extent
that there is involw . a matter
relating to agency . . . grants.” The

interim final rule implements statutory
conditions on the eligible uses of the
Fiscal Recovery Funds grants, and
addresses the pa}lm.eni of those funds,
the reporting on uses of funds, and
potential consequences of ineligible
uses, The rule is thus “both clearly and
diractly IEIaie:l to a federal grant
program.” Notional Wildlife Federation
v. Spow, 561 F.2d 227, 232 (D.C. Cir.
1676). The rule sets forth the “process
necessary to maintain state . . .
aligibility for federal funds,™ id., as wall
as the “method|s] by which states can
. qualify for federal aid,” and uLhEI

“integral part]s] of the grant program,’
Contar for Auto Safoty v. Tiemann, 414
F. Supp. 215, 222 D..c 1076). Asa
result, the requirements of 5 U.8.C. 553
do not apply.

The APA also provides an exception
to ordinary notice-and-comment
procedures “when the agency for good
cauze finds (and incorporates the
finding and a brief statement of reasons
therafor in the rules issusd] that notice
and public procedure thereon are
impracticable, unnecessary, or contrary
to the public interest.” 5 U.S.C.
553BICINEB]; see also 5 ULE.C. 553(dI(3)
(creating an exception to
requirement of a 30-day delay before the
effective date of a rule “for good cause
found and published with the rule™).
Assuming & U.5.C. 553 applied,
Treasury would still have good cause
under sections 553(b](3){B] and
553d)(3] for not undertaking section
551"s requirements. The ARFA is a law
responding to a historic economic and

public health emergency; it is
“extraordinary” lagizlation about which
“hath Congress and the President
arlu:ulated a profound sense of
‘urgency.”™ Pefry v. Block, 737 F.2d
1193, 1200 (D.C. Cir. 1984). Indesd,
several provisions implemented by this
interim final rule (sections 602(c)(1){A)
and &03c)(1)(A)) explicitly provide
funds to "respnnd to the public health
emergency,” and the urgency is further
exemplified by Congress’s command (in
sections GB02(B)EIB) and 603(BLITI(AT
that. “[tlo the extent practicable,” funds
must be provided to Tribes and cities
“not later than 60 days after the date of
enactment.” See Philodelphia Citizens
in Action v. Schweiker, 660 F.2d 877,
884 (3d Cir. 1982) [finding good cause
under circumstances, inl:lgud:lng
statutory time limits, where APA
procedures would have been “virtually
impossible”]. Finally, thers is an u:geni
nead for States to undertake the
planning neceszary for sound fiscal
policymaking, which requires an
understanding of how funds provided
under the ARPA will augment and
interact with existing budgetary
rezources and tax policies. Treasury
understznds that many states requira
immadiate rles on which they can rely,
aspecially in light of the fact that the
ARPA “covered period” began on
March 3. 2021, T]1]1e statutory urgency
and practical necessity are good cause to
forego the ordinary requirements of
notice-and-comment rulemaking.

Congressional Review Act

The Administrator of QOIRA has
determined that this is a major rule for
purposes of Subtitle E of the Small
Business Regulatory Enforcement and
Fairness Act of 1096 (also known as the

Congressional Review Act or CRA) (5
L1L5.C. B04(2) ef seq.). Under the CRA,
a major rule takes effect 60 days after
the rule is published in the Federal
ister. 5 U15.C, 801(a)(3).
Motwithstanding thiz requirement, the
CRA allows agencies to dispense with
the requirements of saction 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 delermines. 5 U.S.C. 80&(2].
Pursuant to section BOB(2), for the
reasons discussed above, Treasury for
good cause finds that a 60-day :lElaE to
provide public notice is impracticable
and contrary to the public interest.

Paperwork Reduction 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
Pa rk Reduction Act [44 U.S.C.
chapter 35) (FRA] emergency processing
procedures and assigned control
number 15050271, The information
oollections related to ongoing reporting
requirements, as discussed in this
interim final rule, will be submitted to
OME 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 balow.
Burden estimates below are preliminary.

Humiber of Murmier of HOurs per Tatal burden Cost to respondent
Aepoding f:imnmmamm e st Totsl rEsponses rEEpONse in hours [ S4B B0 per hiour)
Aeciplent PEyMEent FOM ... 5,050 | .25 {15 minutes) ... 1,282.5 $61,810
AcEpienca of Awerd Tams . - B.050 | 25 (16 minutes) ... 1,282.6 61,810
Titie VI Assurencas .. 5,050 | .50 (30 minutes) ... 2 536 123,230
Cuariedy Froject end Expendiilre He- 20200 |25 .. 506,000 24,544,000
part.
annual Project end Expendiure Re TED | 1 per year .. $20,000-40,000 [ 16 oo | 300,000-500,000 | 14,640,000-28, 280,000
port from MELS.
annual Aecowery Plan Parommancs 418 | 1 per year ... B (100 41,800 2,038,840
report
TolEd oo [ ] L — 56, 788-75. 760 | 141 ... | B51B&0-1,151,850 | 41,670, 28066210280
“Buroau of Labor Stafishcs, U.S. Deperiment of Lebor, Oocupaliona) Qutiook Hendiok., Acouuriants and AuxgSor, on 1o intnct ot i bte go woonviuer:
Hﬁ&ﬂ?}mmmﬁﬂ?mmﬁﬂﬂﬂ sited March 28, EEI.BH:]]"-E Base 'Ig}}l! of §33.E3hour Increasad Oy 44 percent 1o account for fully ampioyar
DI:GIB'DEGD_ compensaion (benefis, etc.) fol & fully loadad wage
afar first .
HEEUI‘E l:H'II]'; HEE
Parindic reporting is required by As discussed in Section VI of this and thereafter quarterly Project and

section B02(c) of Section VI of the Social
Security Act and under the interim final
rule.
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SUPPLEMENTARY INFORMATION, reci Pi.EI'ItE
of Fizcal Recovery Funds will be
required to submit one interim report

Expenditure reports until the end of the
award period. Recipients must submit
interim reports to Treasury by August
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11, 2021, The quarterly Project and
Expenditure reports will include
financial data, information on contracts
and subawards over §50,000, types of
projacts fundad, and other information
regarding a recipient’s utilization of the
award funds.

Monentitlement unit recipients will be
required to submit annual Project and
Expenditure reports until the end of the
award period. The initizl annual Project
and Expenditure report for
Monentitlement unit recipients 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 exceads 250,000
residents will alzo 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 sward.
Each annual Recovery Plan Performance
report must be posted on the public-
facing website of the 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 un consideration
and will be submitted to OMB for
approval under the PRA emergency
provisions in the near future.

Treasury invites comments on all
aspects of the reporting and
recordkesping n];;uire:gu.enls including:
{a) Whether the collection of
information is necessary for the proper
performance of the functions of E-:
agency, including whether the
information has practical utility; (b) the
accuracy of the estimate of the burden
of the collection of information; (o] ways
to enhance the quality, utility, and
clarity of the ln'lanrmatinn to
collected; (d) ways to minimize the
burden of the collection of information;
and (] 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 the uww_rsgu.fuﬁum.gw docket with
a copy to the Office of Information and
Regulatory Affairs, U5, Office of
Management and Budget, 725 17th
Streat NW, Washington. DC 20503; or
amail to oire_submission@omb.sop.gov.

Regulotory Flexibility Analysis
The Regulatory Flexibility Act (RFA)

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

pursuant to section 553(b) of the
Administrative Procedure Act or
another law, the agency must prepare a
ragulatory flexibility analysiz that meats
the raquirements of the RFA and
publish such analysis in the Federal
llegl'sh:l’. 5 ULE.C. 603, 604
ules that are exempt from notice and

comment under the APA are also
axempt from the RFA requiremeants,
including the requirement to conduct a
rep;u]a.lur'}; flexibility analysis, when
among other things the agency for good
cauze finds that notice and public
procedure are impracticabla,
unnecessary, or contrary to the public
interest. Since this rule is exempt from
the notice and comment requirements of
the APA. Treasury is not reguired to
conduct a repulatory fexibility analysis,
List of Subjects in 31 CFR Part 35

Execufive compensation, Public

health emergency, State and local
governments, Tribal governments.

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

PART 35—PANDEMIC RELIEF
PROGRAMS

B 1. The authority citation for part 35 is
revised to read as follows:

Awpthority: 42 U.5.C 802(f); 42 U.E.L.
803(0); 31 U.S.C. 321; Division N, Titla V,
Subtitle B, Pub. L. 116-260, 134 Stat. 1182;
Saction 1044, Pub. L. 103-325, 108 Stat.
2180, a5 amended (12 LUL.5.C. 4701 af seq);
Pub. L. 117-2, 135 Stat. 4 (42 UL5.C. 802 of

seq).
B I Revise the part heading to read as
set forth abowve.

® 3. Add subpart A to read as follows:

Subpart A—Coronavirus State and
Local Fiscal Recovery Funds

Sac.
35.1
6.2
a6.3
5.4
365
5.6
A5.7
A58

D58

E“rl:ll[mbiljt].r.

Definitions.

Resarvation of authority, reporting.

Use of funds.

Eligible uses.

Pansions.

Tax.

4 Compliance with applicable laws.

36.10 Recoupment.

35.11 Payments to States.

35.12 Distributions to nonentitlement units
of local government and units of genaral
loczal government.

5351 Purpose.

This subpart implements saction 9001
of the American Eescue Plan Act
(Subtitle M of Titla IX of Pub. L.

117-2], which amends Title VI of the
Social Security Act [42 U.S.C. 801 &f

zoq.] by adding sections 602 and 603 fo
establish the Coronavirus State Fiscal
Recovery Fund and Coronavirus Local
Fiscal Recovery Fund.

§35.2 Applicability.

This subpart applies to States,
territories, TﬁbaFguvernm.ems.
matropolitan cities, nonentitlement
unitz of local government, counties, and
unitz of general local government that
accept a payvment or transfer of funds
made under section 602 or 603 of the
Social Security Act.

§35.3 Dafinitions.

A5 used in thiz subpart:

Baseline means tax revenue of the
recipient for its fiscal vear ending in
20148, adjusted for inflation in each
reporting vear using the Bureau of
Economic Analysis's Implicit Price
Deflator for the gross domestic product
of the United States.

County means a county, parish, or
ather equivalent county division (as
defined by the Census Bureau).

Coversd benefits include, but are not
limited to, the costs of all types of leave
(vacation, family-related, sick, military,
bereavement, sabbatical, jury duty),
amploves insurance (health, life. dental,
uislnnjt:tiremenl (pensions, 401(k]).
unemployment benefit plans (Federal
and State), workers' compensation
insurance, and Federal Insurance
Contributions Act taxes [which includes
Social Security and Maedicare taxes).

Covered change means a change in
law, ragulation, or administrative
inte?_:lretah'un. A change in law includes
any final legislative or regulatory action,
a new or changed administrative
interpretation, and the B-in or
taking effect of any statute or rule if the
phase-in or taking effect was not
prascribed prior to the start of the
coverad period.

Covered period means, with respect fo
a State, Territory, or Tribal government,
the period that:

(1) Begins on March 3, 2021; and

(2] Ends on the last day of the fiscal
year of such State, Territory, or Tribal

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

COVI-19 means the Coronavirus
Disease 2010

COVID-12 public kealth emergency
means the period beginning on January
27, 2020 and until the termination of the
national emargency concerning the
COVID-19 outhreak declared pursuant
to the Mational Emergencies Act (50
U5.C. 1601 et seq.).
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Depazit means an extraordinary
ayment of an aocrued, unfunded
iability. The tarm deposit does not refer

to routine contributions mada by an
amployar to E-enai-:nn funds as part of the
amplover’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 liahilities
caloulated by reference to the
employer’s payroll costs.
igible emplover means an employer

of an eligible worker who performs
EE&EI‘IUEFWII}L

Eligible workers means workers
neadad to maintain continuity of
operations of essential criti
infrastructure sectors, including health
Care; emMergency response; sanitation,
disinfection, and cleaning work:
maintenance work; grocery stores,
restaurants, food production, and food
dalivery; 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
waorks public health work: vital sarvices
to Tribes: any work performed by an
employes of a State, local, or Tribal
povernment; educational work, school
nutrition work, and other work required
to operate a school facility; laundry
wurﬁ elections work; solid waste or
hazardous materials management,
response, and cleanup work; work
requiring physical interaction with
patients; dental care work;
transportation and waleh-:-usinf; work at
hotel and commercial lodging facilities
that are used for COVID-19 mitigation
and containment; work in a mortuary;
waork in critical clinical 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
axecutive officer of such recipient may
designate a5 critical to protect the health
and wall-being of the residentz of thair
metropolitan city, nonentitlement unit
of local government, or county; or

(2) With respect to a State, ¥En'ilur].r,

ar Tribal government, workers in any
additional sectors as each Governor of a
State or Territory, or each Tribal
government, may designate as oritical to
protect the health and well-being of the
residents of their State, Territory. or
Tribal government.

Essential work means work that:

(1] 1= not performed while

teleworking from a residence; and

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

{ii] Begular physical handli
that weﬂmm?:l by, or are to
handled by patients, the public, or
coworkers D]i:'llhe individual that is
performing the work.

Funds means, with respect to a
recipient. amountz provided to the
recipient pursuant to a payment made
under section #02(h) or 603(h) of the
Social Security Act or transferred to the
recipient pursuant to section 603(c){4)
of the Sodal Security Act.

General revenue means money that is
received from tax revenue, current
charges, and miscellaneous general
revenue, excluding refundz 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 9901 of the American Bescus
Plan Act. General revenue does not
include revenues from utilities. Revenue
from Tribal business enterprises must ba
included in general revenue.

Intergovernmental transfers means
maoney received from other
governments, including grants and
shared taxes.

Matrapolitan cify has the meani

iven that term in section 102[z){4) of

Housing and Community

Development Act of 1974 (42 UL5.C.
5302({a)(4)] and includes cities that
ralinquish or defer their status az a
metropolitan city for p as of
receiving allocations under section 106
of such Act (42 U.5.C. 5306) for fiscal
year 2021,

Nat reduction in tofol spending is
measurad as the State or Territory's total
spending for a given reportin
egl:ludin?g its s]Eendlng]::G[ funFi;:la}tm
subtracted from itz total spending for its
fisczal year ending in 2018, adjusted for
inflation using the Bureau of Economic
Analysiss Implicit Price Deflator for the
gross domestic product of the United
States.

Nonentitlement unit of local
govermment means a “city,” as that term
is defined in section 102(a)(5) of the
Housing and Community Development
Act of 1074 (42 11.5.C. 5302(a)(5)), that
is not a metropolitan city.

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

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

of items

contracts, subawards, and similar
transactions that require payment.

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

Premium poy means an amount of up
to $13 per hour that is paid to an
aligible worker, in addition to wages or
remuneration the eligible worker
otherwise receives, for all work
performed by the aligible worker during
the COVID-19 public health emergency.
Such amount may not exceed $25.000
with respect to any single eligibla
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 wurk?l'al.at the
aligible worker previously performed.
pay and remuneration EquEel.l;:l the sum
of all wages and remuneration

reviously received plus up to $13 par

our with no reduction, substitution,
offset, or other diminishment of the
aligible worker's previous, current, or
pros ive wages or remuneration; or

(2] with regard to work that the
aligible worker continues to perform,
pay of up to $13 that is in addition to
the e]lgiElE worker's regular rate of
w. or remuneration, with no
reduction, substitution, offset. or othar
diminishment of the workers' current
and prospective wages or remuneration.

COualified census tract has the same
meaning given in 26 [1.5.C.

42(d s BMINI.

Recipienf means a State, Territory,
Tribal government, metropolitan city,
nonentitloment unit of local

overnment, county, or unit of general
ocal government Lﬁsl receives a
payment made under section 602(b) or
603(h) of the Social Security Act or
transfer pursuant to section 603(c)(4) of
the Social Security Act. :

Reporfing year means a singla or
]:larli.El :.rgd"jﬂlin tha :nuere[f:l ane_a;dl
aligned to the current fiscal year of the
State or Tarritory during the coverad
period.

Secretary means the Secretary of the
Treasury.

State means each of the 50 States and
the District of Columbia.

Small business means a business
concern or other nization that:

(1) 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

E:-!l] Is a small business concern as
defined in section 3 of the Small
Business Act (15 U.5.C. 632).
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Tax reven ue means revenue received
from a compulsory contribution that is
exacted by a government for public
purposes Excfuding refunds and
corrections and, for pu.rﬂs:-a of §35.8,
intergovernmental transfers. Tax
revenue does not include payments for
a spacial privilege granted or service
rendered, employes or amployer
assessments and contributions to
finance retirement and social insurance
trust systems, or sp-e-r.ial assessments to
pay for capital improvements.

Territory means the Commonwealth
of Puerto Rico, the United States Virgin
Islands, Guam, the Commonwealth of
the Morthern Mariana [slands. or
American Samoa.

Tribal enterpriss means & business
CORCETTL

(1) That is wholly owned by one or
maore Tribal governments, ar g:.r a
corporation that is wholly owned by one
ar more Tribal governments; or

(2) That is owned in part by one or
muore Tribal povernments, or by 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.5.C. 657alb){2)(D).

Tribal government means the
recognized governing body of any
Indian or Alaska Native tribe, band.
nation, pueblo, village, community,
component band. or component
reservation, individually identified
lincludi slenlh.eticailll}'] in the list
]Jubliaherﬁ v the Bureau of Indian
Affairs on January 29, 2021, pursuant to
section 104 of the Federally Recognized
Indizn Tribe List Act of 1004 (25 U.S.C
5131).

Unemployment rate means the 11-3
unemployment rate provided by the
Bureau of Labor Statistics as part of the
Local Area 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 of the Social Security
Aot (42 ULS.C. 1104).

Unit of general local government has
the meaning given to that term in
section 102 Eﬁ[‘l] of the Housing and
Community Development Act of 1974
(42 1.5.C 5302 {a)(1]).

Unzerved and un derserved
househalds or businesses means one or
more households or businesses that are
not currently servad by a wirelins
connection that reliably delivers at least
25 Mbps download speed and 3 Mbps
of upload speed.

5354 BReservation of authority, reporting.

(a) Aeservation 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.

(bl Extensions or accelerations of
timing. The Secretary may extend or
accelerate any deadline or compliance
date of this subpart, including reporting
requirements that implement this

e&aﬂ, if the Secretary determines that
extension ar acceleration is
appropriate. In determining whether an
extension or acceleration is appropriate,
the Secratary will consider the period of
time that would be extended or
accelerated and how the modified
timeline would facilitate compliance

with this subpart.

(c) Hsporting and requests for other
information. During the covered period,
recipients shall provide to the Secretary
periodic reports pruu‘iding‘;udetailed
accounting of the uses of funds, all
modifications to a State or Territory’s
tax revenue sources, and such other
information as the Secretary ma
require for the administration of this
section. In addition to regular reporting
raquirements, tha Secretary may request
other additional information as may be
necessary of appropriate. including as
may be necessary to prevent evasions of
the requirements of this subpart. False
statements or claims made to the
Sacretary may result in criminal, civil,
or administrative sanctions, including
fines, imprisonment, civil da and
penalties, debarment from participating
in Federal awards or contracts, and/or
any other remedy available by law.

§35.E Use of funds.

(a) In general. A recipient may only
uze funds to cover costs incurred during
the period beginning March 3, 2021, and
ending December 31, 2024, for one or
more of the oees enumerated in
sections 602(c)i1) and 603{c)(1) of the
Social Security Act, as applicable,
including those enumerated in section
£135.6, subject ko the restrictions set
forth in sections 602(c)(2) and 603(:)(2)
of the Social Security Act, as applicable.

(b) Costs ircurred. A cost shall be
considersd to have been incurred for
purposes of paragraph (a) of this section
if the recipient has incurred an
obligation with respect to such cost by
December 31, 2024,

(c) Bsturn of funds. A recipient must
return any funds not obligated by
Decamber 31, 2024, and any funds not
expended to cover such obligations by
December 31, 2026,

=i
L

5356 Eligible uses.

(a) In general. Subject to §§ 35.7 and
15.8, a recipient may use funds for one
or more of the purposes described in
paragraphs (b) through (8] of this section

(b) Responding to the public health
emergency or its negative economic
impacts. A racipient may use funds to
respond to the public health emergency
or its negative economic impacts,
including for one or more of the
followin SEST

(1] Cﬂi D-18 response and
prevention. Expenditures for the
mitigation and prevention of COVITN-14,
including:

(i) Expenses related to COVID-19
vaccination programs and sites,
including staffing, acquisition of
aquipment or supplies, facilities costs,
and information technology or other
administrative BXPENSEs,

(i) COVID-19-related expenses of
Etblic hospitalz, clinics, and similar

ilitias;

(ifi) COVIN-19 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) Expenzes of establishing
tempaorary public medical facilities and
other measures to increase COVID-10
treatment capacity, including related
construction costs and other capital
investments in public facilities to meat
COVID-19-related operational needs:

(v) Expenses of establishing
tempaorary public medical facilities and
other measures to increase COVID-10
treatment capacity, including related
construction costs and other capital
investments in public facilities to meat
COVID-19-related operational needs;

{wi) Costs of providing COVID-19
testing and monitoring, contact tracing,
and monitoring of case trends and
genomic sequencing for variants;

[wii) Emergency medical response
AXPEnses, inr.lud‘ing emergency medical
transportation, related to COVID-19;

(wiii] Expenses for establishing and
operafing public telemadicine
capabilities for COVID-1%related
treatment;

(ix) Expanzes for communication
related to COVID-19 vaccination
programs and communication or
enforcement by recipients of public
health orders related to COVID-18;

(x] Expenses for acquisition and
distribution of medical and protective
supplies, including sanitizing products
and personal protective equipment;

(xi) Expenszes for disinfection of
public areas and other facilities in
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response to the COVID-19 public health
SMErEENDy:
{xi:ﬁEExpenm for technical assistance
to local authorities ar other entities on
mitigation of COVID-19-related threats
to public health and safety:

iii) Expenses for quarantining or
isolation o indlw'duﬂs;

(xiv) Expenses of providing paid sick
and paid family andplé‘:edi:al leave to
public employees to enable compliance
with COVID-19 public health
precautions;

(xv]) Expenszes for treatment of the
long-term symptoms or effects of
COVID-19, including post-intensive
care syndrome;

(xovi) Expenses for the improvement of
ventilation systems in co e
settings, public health facilities, or other
public facilities:

(ovii] Expenses related to establishing
or enhancing public health data
systems; an

[xeviii) Mental health treatment,
substance misuse treatment, and other
behavioral health services.

(2] Public health and safety staff.
Payroll and coversd benefit expenses for
Eu]:-lic zafety, public health, health care,

uman services, and similar employess
to the extent that the employes’s time i=
spent miLigallnf or responding to the
COVID-19 public health ETICY.

(3] Hiring Stote and local government
staff. Payroll. covered benefit, and other
costs associated with the recipient
increasing the number of its employess
up to the number of employess that it
amploved on January 27, 20200

(4] Assistance fo unemployed
workers. Assistance. including job
training. for individuals who want and
are available for work, including those
who have looked for work sometime in
the past 12 months or who are
emploved part time but who want and
are available for full-time work.

(5] Contributions fo State
unem ployment insunance trust funds.
Contributions to an unemployment trust
fund up to the level required to restors
the unemplovment trust fund to its
balance on January 27, 2020 or to pay
back advances received under Title XII
of the Social Security Act (42 U.S.C.
1321) for the payment of benefits
between January 27, 2020 and May 17,
2021

(6] Small businesses. Assistance to
small businesses, including loans,
grantz, in-kind assistance, technical
assistance or other services, that
responds to the negative economic
impacts of the COVID-19 public health
SMErEENCY.

(7] Nonprofits. Assistance to nonprofit
organizations, including loans, grants,
in-kind assistance, technical assistance
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or other services, that responds to the
negative economic impacts of the
COVID-19 public health emergency.

(8] Assfstém’ucs to houscholds.
Assistance programs, including cash
assistance programs, that respond to the
COVID-19 public health & ETICY.

(9] Aid to impocted industries. Aid to
tourism, travel. hospitality, and other
impacted industries that responds to the
negative economic impacts of the
COVID-19 public health & ETICY.

(10} Expenses to im prove efficacy of
public health or economic relisf
programs. Administrative costs
associated with the recipient’s COVID-
19 public health emergency assistance
programs, including services responding
to the COVID-18 public health
emergency or its negative economic
:im{pada, at are not federally funded.

11} Survivor's benefits. Benefits for
the surviving family members of
individuals who have died from
COVID-19. including cash assistance to
widows, widowers, or dependentz of
individuals who died of COVID-18.

(12} Misproportionately impacied
populations and communities. A
program, service, or other assistance
that is provided in a qualified census
tract, that is provided to households and
populations riu'lng in a qualified census
tract, that is provided by a Tribal

overnment, or that is provided to other
Enusehnlds. businesses, or populations
disproportionataly imra:ted by the
COVID-19 public health emergency,
such as:

(i) Programs or services that facilitate
access to health and social services,
including:

(A) Assistance aocessing or applying
for public benefits or services;

(B] Remediation of lead paint or other
lead hazards; and

(C) Community violence intervention
programs;

(il Programs or services that address
housing insecurity, lack of affordable
housing, or h-:rme?essneas. including:

(A) Supportive housing or other

TOErams or services to improve access
to stable, affordable howsing among
individuals who are homeless:

(B] Development of affordable
housing to increase supply of affordable
and h%‘l—qﬂs]lt}: living units; and

(C) Housing vouchers and assistance
relocating to neighborhoods with higher
levels of eoonomic opportunity and to
reduce concentrated areazs of low
economic opportunity;

(iii) Programs or services that address
or mitigate the impacts of the COVID-
19 public health emergency on
aducation, including:

(A) New or Expanﬁed early learning

SATVICES

(B] Assistance to high-poverty school
districts to advance equitable funding
across districts and geographies; and

() Educational and Evi:fance—hased
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) Mew or expanded childears;

(B] Programs to provide home visits
by health professionals, parent
aducators, and social service
professionals to individuals with young
children to provide education an
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. copin
skills, or recovery for mental health an
substance use.

(el Providi reminm pay to eligible
workers. A rﬁgent ma].rﬂ-;e ﬁ.lm:llgl.n
provide premium pay to eligible
workers of the recipient who parform
essential work or to provide grants to
aligible employers, provided that an
premium pay or grants provided under
this paragraph [I:?'musl. raspond to
aeligible workers performing essential
work during the COVID-19 public
health emergency. A recipient uses
premium pay or grants provided under
this paragraph [I.'.Fjl"h:! rezpond to eligible
war rming eszential work
during the COVIN-19 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 [l:?'responds to eligibla
wula-rs perE:lrming essential work if the
premium paﬁr aor grant would increase an
aligible worker's total wages and
remuneration ahove 150 percent of such
aligible worker's residing State’s average
annual wage for all ocoupations or their
residing county’s average annual wage,
whichever iz higher.

(d) Providing government services. 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 (2) of
this section.

(1) Frequency. A recipient must
calculate the reduction in its general
ravenue using information as-of
December 31, 2020, December 31, 2021,
December 31, 2022, and December 31,
2023 (each, a calculation date) and
following each calculation date.
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(2] Calculation. A reduction in a
recipient’s general revenue equals:

,
Max {|Base Year Revenue * (1 4 Growth Adju_srment){l_lt}] — Actual General Revenue,; 0}

Where:
Base Year Revenue is the recipient's ral

revanua for the most recant full 1
vear prior to the COVD-19 public health

BINETRENICY,

Crowth Adjustment is equal to the greater of
4.1 percent (o7 0.041) and the recipient's
average annual revenue growth over the
three full Ascal years me the
COVID-8 public bealth emergency.

0 equals the number of months elapsed fro
the end of the base year 1o the
leulation date.

Actur! Genenrl Revenue is a recipient’s
actual general revenue collecied during
12-month period ending on each
caleulation date;

Subscript § denotas the specific calculation
data.

(8] To make necessary investments in
infrastructurs. A recipient may use
funds to make investments in:

(1) Clean Water Stote Revolving Fund
and Drinking Watsr State Bevolving
Fund investments. Projects or activities
of the type that would be eligible undear
section 603(c) of the Federal Water
Pollution Control Act (33 U.S.C.
13&3(c)) or section 1452 of the Safe
Drinking Water Act (42 1.8.C. 300§-12);

(2] Broadban d. Broadband
infrastructure that is designed to
provide service to unserved or
underserved households and businesses
and that is designed to, upon
completion:

(i) Raliably meet or excead
s}'rrunetricsf 100 Mbpz download spead
and upload speads; or

{ii) In cases where it is not
practicable, because of the excessive
cost of the project or geography or
lupngra]:lh}?z? the a:ega tl::";:uepsewed by
the project, to provide service meating
the standards set forth in paragraph
(e)i2){i) of this section:

(A) Reliably meet or exceed 100 Mbps
download speed and batween at least 20
Mbps and 100 Mbpz upload speed; and

(B] Be scalable to & minimum of 100
Mbps download speed and 100 Mbps
upload spaad.

5357 Pensions.
A recipient may not use funds for
deposit into any pension fund.

5358 Tax

(a) Restriction. A State or Territory
shall not use funds to either directly or
indirectly offset & reduction in the net
tax revenue of the State or Taerritory

rasulting from a covered change duri
the i:n:nvneﬁ}ed period. e "

(b)) Vialation. Treasury will consider a
State or Territory to have used funds to
offset a reduction in net tax revenue if,
durjng a reporting year:

(1) Covered chonge. 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 basad on projections that use
reasonable assumptions and do not
incorporate the effects of
macroeconomic growth to reduce or
increase the projected impact of the
coverad change, the State or Tarrito
assesses has had or predicts to have the
effect of reducing tax revenue relative to
current law;

(2] Exceeds the de minimis threshold.
The gate amount of the measurad
or ]:lre%icted reductions in tax revenue
caused by covered chanpes identified
under paragraph (b1(1) of this section, in
the aggragate, exceeds 1 percent of the
State’s or Termritory's baseline;

(3] Reduction in net tax revenue. The
State or Territory reports a reduction in
net tax revenue, measured as the
difference between actual tax revenue
and the State’s or Tarritory's basaline,
each measured as of the end of the

ras in sand
ﬁ&ﬁﬁm!iﬂn of other chan ges.
The gate amount of measuregenr
pradicted reductions in tax revenue
caused by covered changes i=s greater
than the sum of the following, in each
case, as calculated for the reporting
yEar:

(i) The aggregate amount of the
ExpE:tEd increases in tax revenue
caused by one or more coverad changes
that, either based on a reasonable
statistical methodology to isolate the
impact of the covered change in actual
ravenue or basad on projections that use
reasonable assumptions and do not
incorporate the effects of
macroeconomic growth to reduce or
increase the projected impact of the
coverad change, the State or Tarritory
assesses has had or predicts to have the
affect of increasing tax revenue; and

(i) 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) artments, agencies, or
auﬂ'l.ulr';fi];s in whl:tfgﬂie State or
Territory is using funds, in an amount
aqual to the value of the spending cuts
in those departments, agencies, or
authorities, minus funds usad.

{c) Amount and revenue reduction
cap. Ifa S-talte or Territory is mnsidereﬂ
to in violation pursuant to par
(b} of this EE:tjun.PﬂlE amnuntpua:ﬁrfrll]
violation of paragraph (a) of this section
is equal to the lasser of:

{1} The reduction in net tax revenue
of the State or Territory for the reporting
vear, measured as the difference
between the Stale's or Territory's
basaline and its actual tax revenue, each
measured as of the end of the reporting
year; and,

(2] The aggregate amount of the
r-a|=:1||.1i:l.;1=:]|:mflI in tax gzven}f:ica.used by .
coverad changes identified in El
(b)(1) of this EEEech'un. minus ﬂuﬂ nl?
the amountz in identified in paragraphs
(b}£Mi) and (ii).

5358 Compliance with applicable laws.

A recipient must comply with all
other applicable Federal statutes,
ragulations, and Executive orders, and a
recipient shall provide for compliance
with the American Eescue Plan Act, this
subpart, and any interpretive guidance
by other parties in any agresments it
enters into with other parties relating to
these funds.

§35.10 Recoupment

(a) Identification of violations—{1) In
general. Any amount used in violation
of §35.5, §35.6, or §35.7 may be
identified at any time prior to December
31, 2026.

(2) Annuoal reporting of amounis of
violations. On an annual basis, a
racipient that is a State or Territory
must calculate and report any amounts
used in violation of § 35.8.

(b) Calculation of amounis subfect fo
recoupment—1) In general. Except as
provided in paragraph (b)(2]) of this
section, Treasury will caloulate any
amounts subject to recoupment
resulting from a violation of § 35.5,
£ 356, or §35.7 as the amounts used in
violation of such restrictions.

(2] Violations of § 35.8. Treasury will
calculate any amounts subject to
recoupment resulting from a violation of
§35.8, equal to the lesser of:

E:ii] The amount set forth in § 35.8(c);
and,
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(i) The amount of funds received by
such recipient.

() Watsce. If Treasury calculates an
amount subject to recoupment under
paragraph (b) of this saction, Treasury
will prowide the recipient a written
notice of the amount subject to
TECOU t along with an explanation
DEEL'ICE amounts. ¢ .

(d) Request for reconsideration.
Unlazs Traasury extends the tima
period, within 60 calendar days of
receipt of a notice of recoupment
provided under paragraph (c) of this
section, a recipient may submit a
written request to Treasury requesting
reconsideration of any amounts subject
to recoupment under paragraph (b of
this section. To request reconsideration
of any amounts :E?Jpect to recoupment,
a FECLFIE]'.II. must submit fo Treasury a
written request that includes:

(1) An explanation of why the
recipient balieves 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} Firal amount subject to
recoupmen . Unless Treasury extends
the time period, within 60 calendar days
of receipt of the recipient’s request far
rE:nn&iSeratiun provided pursuant to
paragraph (d) of this section. the
recipient will be notified of tha
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.

(f) Repayment of funds. Unlesz
Treasury extends the time period. a
recipient shall repay to the Secretary
any amounts subject to recoupment in
accordance with instructions provided
by Treasury:

(1) Within 120 calendar day= -D[
receipt of the notice of recou
provided under paragraph ( ufl.hls
section, in the case DE a recipient that
does not submit a request for
reconsideration in accordance with the

reguirements of paragraph (d) of this
section; or

(2) Within 120 calendar days of
receipt of the Secretary’s decision under
paragraph (8] of thiz section, in the case
of & recipient that submits a request for
reconsideration in accordance with the
reguirements of paragraph (d) of this
section.

§35.41 Payments to States.

(a) In genenzl. With respect to any
State or Tarritory that has an
unemployment rate as of the date that
it submits an initial certification for
payment of funds pursuant to saction
602(d)(1] of the Social Security Act that
is less than two percentage ]:k:-mls above
its unemployment rate in February
2020, the Secretary will withhold 50
percent of the amount of funds allocated
under section 602(b) of the Social
Saecurity Act to such State or territory
until the date that is twelve months
from the date such initial certification is
provided to the Secretary.

(k) Fayment of withhe, ' amount. In
order to receive the amount withheld
under paragraph (a} of this section, the
State or Tarritory must submit to the
Secretary at least 30 days prior to the
date referenced in paragraph (a) the
following information:

(1) 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] of the Social Security Act
and will use the payment in compliance
with section 602(c) of the Social
Sacurity Act; and,

(2) Any reports required to be filed by
that date pursuant to this subpart that
have not yet been filed.

§35.12 Distributions to nonentitlement
units of local government and units of
general local government

(a) Nonentitlement wnits of local
government. Each State or Territary that
receives a payment from Treasur
pursuant to section 603(b])(2)(B) of the
Sorcial Security Act shall distribute the
amount of the payment to
nonentitlement units of government in
such Stata or Territory in accordance

with the requirements set forth in
section 603(b)(2ZNC) 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 EﬂEﬂ:][Z]?E] of the
Sorcial Sscurity Act and paragraph (a) of
this secltion in excess of the amount

aqual to 75 parcent of the most recent
budﬁet for nonentitlement unit of
local government as of January 27, Z020.

A Btate or Territory shall p-e-rm:lt a
nonentitlement unit of local government
without a formal budget as of January
27, 2020, to provide a certification from
an authorized officer of the
nonentitlement unit of local government
of its most recent annual expenditures
as of January 27, 2020, 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 G0E(b)(ENB)(§E) of the Social
Security Act, in the case of an amount
to be paid to a county that is not a unit
of general local povernment, shall
distribute the amount of the payment to
units of general local government within
such county in aocordance with the
requirements set forth in section
603B)3)BNiE) of the Social Security
Act and without offsetting any debt
owed by such units of general 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 povernment or units of general
local government bayond those required
by section 603 of the Social Security Act
or thiz subpart.

Laurie Schaffer,
Apcting Ganeral Counsel.
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Coronavirus Local State and Local Fiscal Recovery Fund Fact Sheet Released May 10, 2021

FACT SHEET: The Coronavirus State and Local Fiscal Recovery Funds Will Deliver
$350 Billion for State, Local, Territorial, and Tribal Governments to Respond to the
COVID-19 Emergency and Bring Back Jobs

May 10, 2021

Aid to state, local, territorial, and Tribal governments will help turn the tide on the pandemic, address its
economic fallout, and lay the foundation for a strong and equitable recovery

Today, the U.5. Department of the Treasury announced the launch of the Coronavirus State and Local
Fiscal Recovery Funds, established by the American Rescue Plan Act of 2021, to provide 5350 billion in
emergency funding for eligible state, local, territorial, and Tribal governments. Treasury also released
details on how these funds can be used to respond to acute pandemic response needs, fill revenue
shortfalls among these governments, and support the communities and populations hardest-hit by the
COVID-19 crisis. With the launch of the Coronavirus State and Local Fiscal Recovery Funds, eligible
jurisdictions will be able to access this funding in the coming days to address these needs.

State, local, territorial, and Tribal governments have been on the frontlines of responding to the
immense public health and economic needs created by this crisis — from standing up vaccination sites to
supporting small businesses — even as these governments confronted revenue shortfalls during the
downturn. As a result, these governments have endured unprecedented strains, forcing many to make
untenable choices between laying off educators, firefighters, and other frontline workers or failing to
provide other services that communities rely on. Faced with these challenges, state and local
governments have cut over 1 million jobs since the beginning of the crisis. The experience of prior
economic downturns has shown that budget pressures like these often result in prolonged fiscal
austerity that can slow an economic recovery.

To support the immediate pandemic response, bring back jobs, and lay the groundwork for a strong and
equitable recovery, the American Rescue Plan Act of 2021 established the Coronavirus State and Local
Fiscal Recovery Funds, designed to deliver 5350 billion to state, local, territorial, and Tribal governments
to bolster their response to the COVID-19 emergency and its economic impacts. Today, Treasury is
launching this much-needed relief to:

*  Support urgent COVID-19 response efforts to continue to decrease spread of the virus and bring
the pandemic under control;

*  Replace lost public sector revenue to strengthen support for vital public services and help retain
jobs;
*  Support immediate economic stabilization for househaolds and businesses; and,

*  Address systemic public health and economic challenges that have contributed to the inequal
impact of the pandemic on certain populations.

The Coronavirus State and Local Fiscal Recovery Funds provide substantial flexibility for each jurisdiction
to meet local needs—including support for households, small businesses, impacted industries, essential
waorkers, and the communities hardest-hit by the crisis. These funds also deliver resources that
recipients can invest in building, maintaining, or upgrading their water, sewer, and broadband

infrastructure.
1
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Starting today, eligible state, territorial, metropolitan city, county, and Tribal governments may request
Coronavirus State and Local Fiscal Recovery Funds through the Treasury Submission Portal. Concurrent
with this program launch, Treasury has published an Interim Final Rule that implements the provisions
of this program.

FUNDING AMOUNTS

The American Rescue Plan provides a total of 5350 billion in Coronavirus State and Local Fiscal Recovery
Funds to help eligible state, local, territarial, and Tribal governments mest their present needs and build
the foundation for a strong recovery. Congress has allocated this funding to tens of thousands of
jurisdictions. These allocations include:

Amount
Type (5 hillions)
States & District of Columbia 51953
Counties S65.1
Metropolitan Cites S45.6
Tribal Governments 520.0
Territories 845
Mon-Entitlement Units of 5195

Local Government

Treasury expects to distribute these funds directly to each state, territorial, metropolitan city, county,
and Tribal government. Local governments that are classified as non-entitlement units will receive this
funding through their applicable state government. Treasury expects to provide further guidance on
distributions to non-entitlement units next week.

Local governments should expect to receive funds in two tranches, with 50% provided beginning in May
2021 and the balance delivered 12 months later. States that have experienced a net increase in the
unemployment rate of more than 2 percentage points from February 2020 to the latest available data as
of the date of certification will receive their full allocation of funds in a single payment; other states will
receive funds in two equal tranches. Governments of LS. territories will receive a single payment.
Tribal governments will receive two payments, with the first payment available in May and the second
payment, based on employment data, to be delivered in June 2021,

USES OF FUNDING

Coronavirus State and Local Fiscal Recovery Funds provide eligible state, local, territorial, and Tribal
governments with a substantial infusion of resources to meet pandemic response needs and rebuild a
stronger, more equitable economy as the country recovers. Within the categories of eligible uses,
recipients have broad flexibility to decide how best to use this funding to meet the needs of their
communities. Recipients may use Coronavirus State and Local Fiscal Recovery Funds to:
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+  Support public health expenditures, by funding COVID-19 mitigation efforts, medical expenses,
behavioral healthcare, and certain public health and safety staff;

+  Address negative economic impacts caused by the public health emergency, including
economic harms to workers, households, small businesses, impacted industries, and the public
sector;

*  Replace lost public sector revenue, using this funding to provide government services to the
extent of the reduction in revenue experienced due to the pandemic;

*  Provide premium pay for essential workers, offering additional support to those who have
borne and will bear the greatest health risks because of their service in critical infrastructure
sectors; and,

+  Invest in water, sewer, and broadband infrastructure, making necessary investments to
improve access to clean drinking water, support vital wastewater and stormwater
infrastructure, and to expand access to broadband internet.

Within these overall categories, Treasury's Interim Final Rule provides guidelines and principles for
determining the types of programs and services that this funding can support, together with examples
of allowable uses that recipients may consider. As described below, Treasury has also designed these
provisions to take into consideration the disproportionate impacts of the COVID-12 public health
emergency on those hardest-hit by the pandemic.

1. Supporting the public health response

Mitigating the impact of COVID-19 continues to require an unprecedented public health response from
state, local, territorial, and Tribal governments. Coronavirus State and Local Fiscal Recovery Funds
provide resources to meet these needs through the provision of care for those impacted by the virus
and through services that address disparities in public health that have been exacerbated by the
pandemic. Recipients may use this funding to address a broad range of public health needs across
COVID-19 mitigation, medical expenses, behavioral healthcare, and public health resources. Among
other services, these funds can help support:

+  Services and programs to contain and mitigate the spread of COVID-19, including:

¥ Vaccination programs ¥ Enhancement of healthcare capacity,
¥ Medical expenses including alternative care facilities
¥ Testing ¥ Support for prevention, mitigation, or
¥ Contact tracing other services in congregate living
¥"  Isolation or quarantine facilities and schools
¥ PPE purchases ¥ Enhancement of public health data
¥ Support for vulnerable populations to systems
access medical or public health services  +  Capital investments in public facilities to
¥ Public health surveillance (e.g., meet pandemic operational needs
monitoring for variants) ¥ Ventilation improvements in key settings
¥ Enforcement of public health orders like healthcare facilities

¥ Public communication efforts
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+  Services to address behavioral healthcare needs exacerbated by the pandemic, including:

¥ Mental health treatment ¥" Crisis intervention

¥ Substance misuse treatment ¥ Services or outreach to promote access
¥ Other behavioral health services to health and social services

¥ Hotlines or warmlines

*  Payroll and covered benefits expenses for public health, healthcare, human services, public
safety and similar employess, to the extent that they work on the COVID-19 response. For
public health and safety workers, recipients can use these funds to cover the full payroll and
covered benefits costs for employees or operating units or divisions primarily dedicated to the
COVID-19 response.

2. Addressing the negative economic impacts caused by the public health emergency

The COVID-19 public health emergency resulted in significant economic hardship for many Americans.
As businesses closed, consumers stayed home, schoaols shifted to remote education, and travel declined
precipitously, over 20 million jobs were lost between February and April 2020. Although many have
since returned to work, as of April 2021, the economy remains more than 8 million jobs below its pre-
pandemic peak, and mare than 3 million workers have dropped out of the labor market altogether since
February 2020.

To help alleviate the economic hardships caused by the pandemic, Coronavirus State and Local Fiscal
Recovery Funds enable eligible state, local, territorial, and Tribal governments to provide a wide range
of assistance to individuals and houssholds, small businesses, and impacted industries, in addition to
enabling governments to rehire public sector staff and rebuild capacity. Among these uses include:

+  Delivering assistance to workers and families, including aid to unemployed workers and job
training, as well as aid to households facing food, housing, or other financial insecurity. In
addition, these funds can support survivor's benefits for family members of COVID-12 victims.

+  Supporting small businesses, helping them to address financial challenges caused by the
pandemic and to make investments in COVID-19 prevention and mitigation tactics, as well as to
provide technical assistance. To achieve these goals, recipients may employ this funding to
execute a broad array of loan, grant, in-kind assistance, and counseling programs to enable
small businesses to rebound from the downturn.

+  Speeding the recovery of the tourism, travel, and hospitality sectors, supporting industries that
were particularly hard-hit by the COVID-12 emergency and are just now beginning to mend.
Similarly impacted sectors within a local area are also eligible for support.

*  Rebuilding public sector capacity, by rehiring public sector staff and replenishing
unemployment insurance (U1} trust funds, in each case up to pre-pandemic levels. Recipients
may also use this funding to build their internal capacity to successfully implement economic
relief programs, with investments in data analysis, targeted outreach, technology infrastructure,
and impact evaluations.
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3. Serving the hardest-hit communities and families

While the pandemic has affected communities across the country, it has disproportionately impacted
low-income families and communities of color and has exacerbated systemic health and economic
inequities. Low-income and socially vulnerable communities have experienced 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 L.5. average of 175 deaths per 100,000.

Coronavirus State and Local Fiscal Recovery Funds allow for a broad range of uses to address the
disproportionate public health and economic impacts of the crisis on the hardest-hit communities,
populations, and households. Eligible services include:

+  Addressing health disparities and the social determinants of health, through funding for
community health workers, public benefits navigators, remediation of lead hazards, and
community violence intervention programs;

+  Investments in housing and neighborhoods, such as services to address individuals
experiencing homelessness, affordable housing development, housing vouchers, and residential
counseling and housing navigation assistance to facilitate moves to neighborhoods with high
economic ocpportunity;

+  Addressing educational disparities through new or expanded early learning services, providing
additional resources to high-poverty school districts, and offering educational services like
tutoring or afterschool programs as well as services to address social, emotional, and mental
health needs; and,

*  Promoting healthy childhood environments, including new or expanded high quality childcare,
home visiting programs for families with young children, and enhanced services for child
welfare-involved families and foster youth.

Governments may use Coronavirus State and Local Fiscal Recovery Funds to support these additional
services if they are provided:

+  within a Qualified Census Tract (a low-income area as designated by the Department of Housing
and Urban Development);

+ to families living in Qualified Census Tracts;
* by a Tribal government; or,

+ to other populations, households, or geographic areas disproportionately impacted by the
pandemic.

4. Replacing lost public sector revenue

State, local, territorial, and Tribal governments that are facing budget shortfalls may use Coronavirus
State and Local Fiscal Recovery Funds to avoid cuts to government services. With these additional
resources, recipients can continue to provide valuable public services and ensure that fiscal austerity
measures do not hamper the broader economic recovery.
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Many state, local, territorial, and Tribal governments have experienced significant budget shortfalls,
which can yield a devastating impact on their respective communities. Faced with budget shortfalls and
pandernic-related uncertainty, state and local governments cut staff in all 50 states. These budget
shortfalls and staff cuts are particularly problematic at present, as these entities are on the front lines of
battling the COVID-19 pandemic and helping citizens weather the economic downturn.

Recipients may use these funds to replace lost revenue. Treasury's Interim Final Rule establishes a
methodology that each recipient can use to calculate its reduction in revenue. Specifically, recipients
will compute the extent of their reduction in revenue by comparing their actual revenue to an
alternative representing what could have been expected to occur in the absence of the pandemic.
Analysis of this expected trend begins with the last full fiscal year prior to the public health emergency
and projects forward at either (a) the recipient’s average annual revenue growth over the three full
fiscal years prior to the public health emergency or (b) 4.1%, the national average state and local
revenue growth rate from 2015-18 (the latest available data).

For administrative convenience, Treasury’s Interim Final Rule allows recipients to presume that any
diminution in actual revenue relative to the expected trend is due to the COVID-12 public health
emergency. Upon receiving Coronavirus State and Local Fiscal Recovery Funds, recipients may
immediately calculate the reduction in revenue that occurred in 2020 and deploy funds to address any
shortfall. Recipients will have the opportunity to re-calculate revenue loss at several points through the
program, supporting those entities that experience a lagged impact of the crisis on revenues.

Importantly, once a shortfall in revenue is identified, recipients will have broad latitude to use this
funding to support government services, up to this amount of lost revenue.

5. Providing premium pay for essential workers

Coronavirus State and Local Fiscal Recovery Funds provide resources for eligible state, local, territorial,
and Tribal governments to recognize the heroic contributions of essential workers. Since the start of the
public health emergency, essential workers have put their physical well-being at risk to meet the daily
needs of their communities and to provide care for others.

Many of these essential workers have not received compensation for the heightened risks they have
faced and continue to face. Recipients may use this funding to provide premium pay directly, or through
grants to private employers, to a broad range of essential workers who must be physically present at
their jobs including, among others:

v Staff at nursing homes, hospitals, v Truck drivers, transit staff, and
and home-care settings warehouse workers

¥ Workers at farms, food production v Childcare workers, educators, and school
facilities, grocery stores, and restaurants staff

*  Janitors and sanitation workers ¥ Social service and human services staff

¥ Public health and safety staff

Treasury's Interim Final Rule emphasizes the need for recipients to prioritize premium pay for lower
income workers. Premium pay that would increase a worker's total pay above 150% of the greater of
the state or county average annual wage requires specific justification for how it responds to the needs
of these workers.
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In addition, employers are both permitted and encouraged to use Coronavirus State and Local Fiscal
Recovery Funds to offer retrospective premium pay, recognizing that many essential workers have not
yet received additional compensation for work performed. Staff working for third-party contractors in
eligible sectors are also eligible for premium pay.

6. Investing in water and sewer infrastructure

Recipients may use Coronawvirus State and Local Fiscal Recovery Funds to invest in necessary
improvements to their water and sewer infrastructures, including projects that address the impacts of
climate change.

Recipients may use this funding to invest in an array of drinking water infrastructure projects, such as
building or upgrading facilities and transmission, distribution, and storage systems, including the
replacement of lead service lines.

Recipients may also use this funding to invest in wastewater infrastructure projects, including
constructing publich-owned treatment infrastructure, managing and treating stormwater or subsurface
drainage water, facilitating water reuse, and securing publich-owned treatment works.

To help jurisdictions expedite their execution of these essential investments, Treasury's Interim Final
Rule aligns types of eligible projects with the wide range of projects that can be supported by the
Enwvironmental Protection Agency’s Clean Water State Revolving Fund and Drinking Water State
Revolving Fund. Recipients retain substantial flexibility to identify those water and sewer infrastructurs
investments that are of the highest priority for their own communities.

Treasury’'s Interim Final Rule also encourages recipients to 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 include local hire provisions.

7. Investing in broadband infrastructure

The pandemic has underscored the importance of access to universal, high-speed, reliable, and
affordable broadband coverage. Ower the past year, millions of Americans relied on the internet to
participate in remote school, healthcare, and work.

Yet, by at least one measure, 30 million Americans live in areas where there is no broadband service or
where existing services do not deliver minimally acceptable speeds. For millions of other Americans, the
high cost of broadband access may place it out of reach. The American Rescue Plan aims to help remedy
these shortfalls, providing recipients with flexibility to use Coronavirus State and Local Fiscal Recovery
Funds to invest in broadband infrastructure.

Recognizing the acute need in certain communities, Treasury’s Interim Final Rule provides that
investments in broadband be made in areas that are currently unserved or underserved—in other
words, lacking a wireline connection that reliably delivers minimum speeds of 25 Mbps download and 3
Mbps upload. Recipients are also encouraged to prioritize projects that achieve last-mile connections to
households and businesses.

Using these funds, recipients generally should build broadband infrastructure with modern technologies
in mind, specifically those projects that deliver services offering reliable 100 Mbps download and 100
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Mbps upload speeds, unless impracticable due to topography, gecgraphy, or financial cost. In addition,
recipients are encouraged to pursue fiber optic investments.

In view of the wide disparities in broadband access, assistance to households to support internet access
or digital literacy is an eligible use to respond to the public health and negative economic impacts of the
pandemic, as detailed abowve.

g Ineligible Uses

Coronavirus State and Local Fiscal Recovery Funds provide substantial resources to help eligible state,
local, territorial, and Tribal governments manage the public health and economic consequences of
COVID-19. Recipients have considerable flexibility to use these funds to address the diverse needs of
their communities.

To ensure that these funds are used for their intended purposes, the American Rescue Plan Act also
specifies two ineligible uses of funds:

+ 5tates and territories may not use this funding to directly or indirectly offset a reduction in net
tax revenue due to a change in law from March 3, 2021 through the last day of the fiscal year
in which the funds provided have been spent. The American Rescue Plan ensures that funds
needed to provide vital services and support public employees, small businesses, and families
struggling to make it through the pandemic are not used to fund reductions in net tax revenue.
Treasury’s Interim Final Rule implements this requirement. If a state or territory cuts taxes, they
must demonstrate how they paid for the tax cuts from sources other than Coronavirus State
Fiscal Recovery Funds—by enacting policies to raise other sources of revenue, by cutting
spending, or through higher revenue due to economic growth. If the funds provided have been
used to offset tax cuts, the amount used for this purpose must be paid back to the Treasury.

*  No recipient may use this funding to make a deposit to a pension fund. Treasuny's Interim
Final Rule defines a “deposit” as an extraordinary contribution to a pension fund for the purpose
of reducing an accrued, unfunded liability. While pension deposits are prohibited, recipients
may use funds for routine payroll contributions for employees whose wages and salaries are an
eligible use of funds.

Treasury's Interim Final Rule identifies several other ineligible uses, including funding debt service, legal
settlements or judgments, and deposits to rainy day funds or financial reserves. Further, general
infrastructure spending is not covered as an eligible use outside of water, sewer, and broadband
investments or above the amount allocated under the revenue loss provision. While the program offers
broad flexibility to recipients to address local conditions, these restrictions will help ensure that funds
are used to augment existing activities and address pressing needs.
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Appendix B: United States Department of the Treasury Emergency Rental
Assistance Frequently Asked Questions and Fact Sheet

United States Department of the Treasury Emergency Rental Assistance Frequently Asked
Questions Revised May 7, 2021

U.5. Department of the Treasury
Emergency Rental Assistance
Frequently Asked Questions

Revised May 7, 2021

The Department of the Treasury (Treasury) is providing these frequently asked questions (FAQs)
as guidance regarding the requirements of the Emergency Fental Assistance program established
by section 501 of Division N of the Consolidated Appropriations Act, 2021, Pub. L. No. 116-260
(Dec. 27, 20207 (ERA1) and the Emersency Rental Assistance program established by section
3201 of the American Rescue Plan Act of 2021, Pub. L. No. 117-2 (March 11, 2021) (ERAD).
These FAQs apply to both ERA] and ERA?. except where differences are specificallv noted.
References in these FAQs to “the ERA™ apply to both ERAL and ERA2. These FAQs will be
supplemented by additional guidance *

1. Who is eligible to receive assistance in the ERA and how should a grantee document the
eligibility of a household?

A grantee may only use the funds provided in the ERA to provide financial assistance and
housing stability services to eligible households. To be eligible, a household must be obligated
to pay rent on a residential dwelling and the grantee must determune that:

i for ERAIL:

a. one or more individuals within the household has qualified for unemployment
benefits or expenienced a reduction in household income. incurred significant
costs, or experienced other financial hardship due, directly or indirectly, fo the
COVID-19 outbreak;

b, one or more individuals within the household can demonstrate a risk of
experiencing homelessness or housing instability; and

c. the household has a household income at or below 80% of area median
INCOme.

i. for ERAZ:

a. one or more individuals within the household has qualified for unemployment
benefits or experienced a reduction in household income, incurred significant

! Om Jamary 19, 2021, initial FAQs were released for ERAL On Febmary 22, 2021, the mitial FAQs were revised
to, among other things, clarify program requirements aﬂdprcnnde additional ﬂmblllt_',rmﬂl Tespect to documenting
the eligibility of households. On March 16, 2021, FAQ 7 was revised to add rental security deposits as a permissible
relocation expense and clarify that application or screening fees are permissible rental fees and FAQs 26-28 were
added. Omn March 25, 2021 FAQ 29 was added. OnMay 7, 2021, these FAQs were revised to provide mifial
guidance for ERA2 to cla.nf} differences between ERA[ and ERA, and to clarify how ERA should be used to
promote housing stability for eligible households.
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costs, or experienced other financial hardship during or due, directly or
indirectly, to the coronavirus pandenuc;

b. one or more individuals within the household can demonstrate a nisk of
experiencing homelessness or housing mstability; and

c. the household is a low-income family (as such term is defined in section 3(b)
of the United States Housing Act of 1937 (42 US.C. 1437a(b))

While there are some differences in eligibility between ERAL and ER A2 the eligibility
requirements are very similar, and Treasury 1s seeking fo implement ER A2 consistently with
ERAL, to the extent possible, reduce administrative turdens for granfees.

The FAQs below describe the documentation requirements for each of these conditions of
eligibility. These requirements provide for various means of documentation so that grantees may
extend this emergency assistance to vulnerable populations without imposing undue
documentation burdens. As described below, given the challenges presented by the COVID-19
pandemuc, grantees may be flexible as to the particular form of documentation they require,
including by permitting photocopies or digital photographs of documents. e-mails, or attestations
from emplovers, landlords, caseworkers, or others with knowledge of the household’s
circumstances. Treasury strongly encourages grantees to avoid establishing documentation
requirements that are likely to be barriers to participation for eligible households, including those
with irregular incomes such as those operating small business or gig workers whose income is
reported on Internal Revenue Service Form 1099, However, grantees nst require all
applications for assistance to include an attestation from the applicant that all information
included is correct and complete.

In all cases, grantees must document their policies and procedures for determining a household’s
eligibility to include policies and procedures for determining the prioritization of households in
compliance with the statute and maintain records of their determinations. Grantees must also
have controls in place to ensure compliance with their policies and procedures and prevent fraud.
Grantees mmist specify in their policies and procedures under what circumstances they will accept
written attestations from the applicant without further documentation to defermine any aspect of
eligibility or the amount of assistance, and in such cases, grantees must have in place reasonable
validation or fraud-prevention procedures to prevent abuse.

* As of the date of these FAQs, the defimition of “low-income fanmlies™ m 42 US.C. 1437a(k) 1s “those fanmlies
whose incomes do not exceed 80 per centum of the median income for the area, as determined by the Secretary [of
Housing and Urban Development] with adjustments for smaller and larger families, except that the Secretary may
establish mncome ceilings higher or lower than 80 per centum of the median for the area on the basis of the
Secretary”s findings that such vanations are necessary becanse of prevailing levels of construction costs or unmsually
high or low family ncomes.”
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2. How should applicants document that a member of the household has qualified for
unemplovment benefits, experienced a reduction in income, incurred significant costs, or
experienced other financial hardship during or due to the COVID-19 outbreak?

A grantee mmst document that one or more members of the applicant’s household either (1)
qualified for unemployment benefits or (1) (a) for ER A1 expenienced a reduction in household
income, incurred significant costs, or experienced other financial hardship due, directly or
indirectly, fo the COVID-19 outbreak or (b) for ERA? experienced a reduction in household
income, incurred significant costs. or experienced other financial hardship duning or due, directly
or indirectly, to the coronavirus pandemic * If the grantee is relying on clause (i) for this
defermination. or if the grantee is relyving on clause (it) in FRA? the grantee is permitted to rely
on either a written attestafion signed by the applicant or other relevant documentation regarding
the household member’s qualification for unemployment benefits. If the grantee is relving on
clause (i1) for this determination in ERAL, the statute requires the grantee fo obtain a written
aftestation signed by the applicant that one or more members of the household meets this
condition.

While grantees relving on clause (ii) in FR A1 must show financial hardship “due. directly or
indirectly, to” COVID-19, grantees in FRA? are also permitted to rely on financial hardship
“during” the pandemic. It may be difficult for some grantees fo establish whether a financial
hardship experienced during the pandemic is due to the COVID-19 outbreak. Therefore,
Treasury strongly encourages grantees to rely on the self-certification of applicants with regard
to whether their financial hardship meets these stamutory eligibility requirements. Further,
because the standard in FRA? is broader than the standard in FR A1, any applicant that self-
cerfifies that 1t meets the standard in ER A1 should be considered to meet the standard for
purposes of ERAZ.

3. How should a grantee determine that an individual within a household is at risk of
experiencing homelessness or housing instability?

The statutes establishing FRA1 and FR A? both require that one or more individuals within the
household can demonstrate a risk of expeniencing homelessness or housing instability, which
may include (1) a past due utility or rent notice or eviction notice, (i) unsafe or unhealthy living
conditions (which may include overcrowding), or (i) any other evidence of risk. as determined
by the grantee. Grantees may establish additional criteria for determining whether a household
satisfies this requirement, and should adopt policies and procedures addressing how they will
determine the presence of unsafe or unhealthy living conditions and what evidence of risk fo
accept in order to support their determination that a household satisfies this requirement.

4. The staturtes establishing ERA1 and ERA? limir eligibility to households based on
certain income criteria. How is household income defined for purposes of the ERA? How
will income be documented and verified?

Degfinition of Income. With respect to each household applving for assistance, grantees may
choose between using the Department of Housing and Urban Development’s (HUD) defimtion

* Treaqury is interpreting the two different stamtory terms (the COVID-19 outbreak™ and “the coronavirs
pandemic ) as having the same meanmg.
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of “annual income™ in 24 CFR 5.609* and using adjusted gross income as defined for purposes of
reporting under Internal Revenue Service Form 1040 series for individual federal annual income
fax purposes.

Methods for Income Determination: The statute establishing FRA1 provides that grantees may
determine income eligibility based on either (1) the household’s total income for calendar year
2020, or (i1) sufficient confirmation of the household’s monthly income at the time of
application. as determined by the Secretary of the Treasury (Secretary).

If a grantee in ER AL uses a household’s monthly income to determine eligibility, the grantee
should review the monthly income information provided at the time of application and
extrapolate over a 12-month period to deternine whether household income exceeds 80 percent
of area median income. For example, if the applicant provides income information for two
months, the grantee should multiply it by six to determine the annual amount. If a household
qualifies based on monthly income. the grantee must redeternune the household mcome
eligibility every three months for the duration of assistance.

For ERA2, if a grantee uses the same income determination methodology that it used in ERAL it
1s presumed to be in compliance with relevant program requirements; if a grantee chooses to use
a different methodology for ERA2 than it used for ERAIL the methodology should be reasonable
and consistent with all applicable ERAZ2 requirements. In addition. 1f a household is a single
family that the grantee determined met the income requirement for eligibility under ERAL. the
grantee may consider the household to be eligible vnder ERA2. unless the grantee becomes
aware of any reason the household does not meet the requirements for ER A2 Finally, if
multiple families from the same household receive fimding vnder an ER A2 program. the grantee
should ensure that there is no duplication of the assistance provided.

Documentation of Income Determination: Grantees in ER A1 and ER A2 nuist have a reasonable
basis under the circumstances for determining income. Except as discussed below, this generally
requires a written attestation from the applicant as to household income and also documentation
available to the applicant to support the determination of income. such as pavstubs, W-2s or
other wage statements, tax filings. bank statements demonstrating regular income. of an
attestation from an employer. As discussed below, under certain circumstances, a grantee may
rely on a written attestation from the applicant without further documentation of household
income. Grantees have discretion to provide waivers or exceptions to this documentation
requirement to accommodate disabilities, extenuating circomstances related to the pandemic, or a
lack of technological access. In these cases, the grantee is still responsible for making the
required determination regarding the applicant’s household income and documenting that
deternunation. Treasury encourages grantees to partner with state unemployment departments or
entities that administer federal benefits with income requirements to assist with the verification
process, consistent with applicable law.

Categorical Eligibility: If an applicant’s household income has been verified to be at or below 80
percent of the area median income (for ERAT) or if an applicant’s household has been verified as
a low-income family as defined in section 3(b) of the United States Housing Act of 1937

+ Sag https:/iwanw ecft sovicel-bin'text-idx "ren=dividmode=24:1 1.1.1 58se24. 1.5 1609,

4
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(42 U.5.C. 1437a(b)) (for ERA?) in connection with another local. state, or federal government
assistance program, granfees are permitted to rely on a determination letter from the government
agency that verified the applicant’s household income or status as a low-income family, provided
that the determination for such program was made on or after Jammary 1. 2020.

Fact-specific proxy: A grantee may rely on a written aftestation from the applicant as to
household income if the grantee also wses any reasonable fact-specific proxy for household
income, such as reliance on data regarding average incomes in the household’s geographic area.

Written Attestation Without Further Documentaiion: To the extent that a household s income, or
a portion thereof, is not verifiable due to the impact of COVID-19 (for example, because a place
of emplovment has closed) or has been received in cash, or if the household has no qualifying
income, grantees may accept a written attestation from the applicant regarding household
income. If a written attestation without further documentation of income (or a fact-specific
proxy as described above) is relied on, the grantee must reassess household income for such
household every three months. In appropriate cases, grantees may rely on an aftestation from a
caseworker or other professional with kmowledge of a honsehold’'s circumstances to certify that
an applicant’s household income qualifies for assistance.

Definition of Area Median Income: For purposes of ERAL the area median income for a
household is the same as the income limits for families published in accordance with 42 U5.C.
1437a(b)(2). available under the heading for “Access Individual Income Limits Areas™ at
https:/www huduser gov/portal/datasets/il. html °

5. ERA funds may be used for rent and rental arrears. How should a grantee document
where an applicant resides and the amount of rent or rental arrears owed?

Grantees mmst obtain, if available, a current lease, signed by the applicant and the landlord or
sublessor that identifies the unit where the applicant resides and establishes the rental pavment
amount. If a household does not have a signed lease, documentation of residence may include
evidence of paving utilities for the residential unit, an attestation by a landlord who can be
identified as the verified owner or management agent of the unit, or other reasonable
documentation as determined by the grantee. In the absence of a signed lease, evidence of the
amount of a rental payment may include bank statements, check stubs, or other documentation
that reasonably establishes a pattern of paving rent, a written attestation by a landlord who can be
verified as the legitimate owner or management agent of the unit, or other reasonable
documentation as defined by the grantee in its policies and procedures.

Written Aftestation: If an applicant is able to provide satisfactory evidence of residence but is
unable to present adequate documentation of the amount of the rental obligation, grantees may
accept a written attestation from the applicant to support the payment of assistance up to a
monthly maximum of 100% of the greater of the Fair Market Eent or the Small Area Fair Market
Rent for the area in which the applicant resides, as most recently determined by HUD and made

* Specifically, 280%: of area median mcome is the same as “low income. ™ For the purpese of priontizing rental
assistance as described in FAQ) 22 below, pursuant to section S01(cHAM(A) of Subdivision N of the ERA] statute, 50
percent of the area median mcome for the household is the same as the “very low-income linmt™ for the area in

question.
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available at https:/‘www huduser gov/portal/datasets/fimr html In this case, the applicant must
also aftest that the honsehold has not received, and does not anticipate receiving, another source
of public or private subsidy or assistance for the rental costs that are the subject of the attestation.
This limited pavment is intended to provide the most vulnerable households the opportunity to
gather additional documentation of the amount of the rental obligation or to negotiate with
landlords in order to avoid eviction. The assistance described in this paragraph may only be
provided for three months at a time_ and a grantee must obtain evidence of rent owed consistent
with the above after three months in order fo provide further assistance to such a household;
Treasury expects that in most cases the household would be able to provide documentation of the
amount of the rental obligation in any applications for further assistance.

6. ERA funds may be used for “utilities and home energy costs™ and “urilities and home
energy costs arrears.” How are those terms defined and how should those costs be
documented?

Utilities and home energy costs are separately stated charges related to the occupancy of rental
property. Accordingly, utilities and home energy costs include separately stated electricity, gas,
water and sewer, trash removal, and energy costs. such as fuel oil. Pavments to public utilities
are permutted.

All pavments for utilities and home energy costs should be supported by a bill, invoice, or
evidence of payment to the provider of the utilify or home energy service.

Utilities and home energy costs that are covered by the landlord will be treated as rent.

7. The statutes establishing FRA1 and ERA?2 allow the funds to be used for certain “other
expenses,” as defined by the Secretary. What are some examples of these “other
expenses”?

ER A1 funds used for “other expenses™ must be related to housing and “incurred due, directly or
indirectly, to the novel coronavirus disease (COVID-19) outbreak™. In contrast, ERA? requires
that “other expenses™ be “related to housing™ but does not regquire that they be incurred due to the
COVID-19 outbreak.

For both ERA] and ERA?, other expenses related to housing include relocation expenses
(inclnding prospective relocation expenses), such as rental security deposits, and rental fees,
which may mnclude application or screenung fees. [t can also include reasonable accrued late fees
(1f not included in rental or utility arrears), and Internet service provided to the rental unit.
Internet service provided to a residence is related to housing and is in many cases a vital service
that allows renters to engage in distance learning, telework, and telemedicine and obtain
government services. However, given that coverage of Internet would reduce the amount of
funds available for rental assistance, granfees should adopt policies that govern in what
circumstances that they will determine that covering this cost would be appropriate.

Al pavments for housing-related expenses must be supported by documentary evidence such as
a bill, mnvoice, or evidence of pavment to the provider of the service. If a housing-related
expense 1s included in a tundle or an invoice that 15 not itemized (for example, internet services
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bundled together with telephone and cable television services) and obtaining an itemized invoice
would be unduly burdensome, grantees mav establish and apply reasonable procedures for
determiming the portion of the expense that 1s appropriate to be covered by ERA. As discussed
in FAQ 26 below, under certain circumstances, the cost of a hotel stay mav also be covered as an
“other expense ™

8. Must a beneficiary of the rental assistance program have rental arrears?

No. The statutes establishing ER A1 and FEA? permit the enrollment of households for only
prospective benefits. For ERAL, if an applicant has rental arrears. the grantee may not make
comnutments for prospective rent payments unless it has also provided assistance to reduce the
rental arrears; this requirement does not apply to ERAZ.

9. May a grantee provide assistance for arrears that have accrued before the date of
enactment of the statute?

Yes. but not before March 13, 2020, the date of the emergency declaration pursuant to section
501(b) of the Robert T. Stafford Disaster Relief and Emergency Assistance Act, 42 T7.5.C.

5191(b).
10. Is there alimit on how many months of financial assistance a tenant can receive?

Yes. In EFAL an eligible household may receive up to twelve (12) months of assistance (plus
an additional three (3) months if necessary to ensure housing stability for the household, subject
to the availability of funds). The aggregate amount of financial assistance an eligible household
may receive under ERA? when combined with financial assistance under ERAL. nmst not
exceed 18 months.

In ER A1, financial assistance for prospective rent payments is limited to three months based on
any application by or on behalf of the household, except that the household mav receive
assistance for prospective rent payments for additional months (1) subject to the availability of
remaining funds currently allocated to the grantee, and (i) based on a subsequent application for
additional assistance. In no case may an eligible household receive more than 18 months of
assistance under ERAT and ER A2, combined.

11. Must a grantee pay for all of a household’s rental or ufility arrears?

No. The full payvment of arrears is allowed up to the limits established by the statutes, as
described in FACQ) 10 above. A grantee may structure a program to provide less than fll
coverage of arrears.

12. What outreach should be made by a grantee to a landlord or utility provider before
determining that the landlord or urtility provider will not accept direct payvment from the
orantee?

Treasurv expects that in general. rental and utility assistance can be provided most effectively
and efficiently when the landlord or utility provider participates in the program. However, in
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cases where a landlord or utility provider does not participate in the program, the only way to
achieve the statutory purpose is fo provide assistance directly to the eligible household.

In ER AL grantees must make reasonable efforts to obtain the cooperation of landlords and
utility providers to accept pavments from the ERA program. Outreach will be considered
complete if (1) a request for participation is sent in writing, by mail, fo the landlord or utility
provider, and the addressee does not respond fo the request within seven calendar days after
mailing; (it) the grantee has made at least three attempts by phone. text. or e-mail over a five
calendar-day period to request the landlord or utility provider’s participation; or (iii) a landlord
confirms in writing that the landlord does not wish to participate. The final outreach attempt or
notice to the landlord must be documented. The cost of contacting landlords would be an
eligible admunistrative cost.

ERA? does not require grantees to seek the cooperation of the landlord or ufility provider before
providing assistance directly to the tenant. However, if an FRA2 grantee chooses to seek the
cooperation of landlords or utility providers before providing assistance directly to tenants,
Treasury strongly encourages the grantee to apply the same ERA1 requirements as described
above.

13. Is there a requirement that the eligible household have been in its current rental home
when the public health emergency with respect to COVID-192 was declared?

No. There is no requirement regarding the length of tenure in the current unit.

14. What data should a grantee collect regarding households to which it provides rental
assistance in order to comply with Treasury’s reporting and recordlkeeping requirements?

Treasury will provide instructions at a later time as to what information grantees nst report fo
Treasury and how this information nmst be reported. At a minimum. in order to ensure that
Treasury is able to fulfill its reporting requirements and its ongoing monitoring and oversight
responsibilities, grantees should anticipate the need to collect from households and retain records
on the following:

Address of the rental unit;

For landlords and utility providers, the name, address, and Social Security number, fax
identification mumber or DUNS mumber;

Amount and percentage of monthly rent covered by ERA assistance;

Amount and percentage of separately stated utility and home energv costs covered by
ERA assistance;

» Total amount of each type of assistance provided to each household (7 2., rent, rental
arrears, ufilities and home energy costs, utilities and home energy costs arrears. and other
expenses related to housing incurred due directly or indirectly to the COVID-19
outbreak);

+ Amount of outstanding rental arrears for each household;

Number of months of rental payvments and number of months of utility or home energy
cost payments for which ERA assistance is provided;

* Household income and mumber of individuals in the household: and

8
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» (ender, race, and ethmicity of the primary applicant for assistance.

Grantees should also collect information as fo the number of applications received in order to be
able to report to Treasury the acceptance rate of applicants for assistance.

Treasury’'s Office of Inspector General may require the collection of additional information in
order to fulfill its oversight and monitoring requirements.® Treasury will provide additional
information regarding reporting to Treasury at a future date. Grantees under ERAL nmst comply
with the requirement in section 501{g)(4) of Division N of the Consolidated Appropriations Act.
2021, to establish data privacy and security requirements for information they collect; grantees
under ERA? are also encouraged to comply with those requirements.’

The assistance listing number assigned to the ERA 15 21.023.

15. The statute establishing ERA] requires that pavments not be duplicative of any other
federally funded rental assistance provided to an eligible household. Are tenants of
federally subsidized housing, e.g.. Low Income Housing Credit, Public Housing, or Indian
Housing Block Grant-assisted properties, eligible for the ERA?

An eligible household that occupies a federally subsidized residential or mixed-use property or
receives federal rental assistance may receive assistance in the ERA, provided that ERAL funds
are not applied to costs that have been or will be remmbursed under any other federal assistance.
Grantees are required to comply with Title VI of the Civil Rights Act and should evaluate
whether their policies and practices regarding assistance to households that occupy federally
subsidized residential or mixed-use properties or receive federal rental assistance comply with
Title VI. With respect to ERA2, grantees nmst not refuse to provide assistance to households on
the basis that they occupy such properties or receive such assistance, due fo the disproportionate
effect such a refusal could have on populations mntended to receive assistance under the ERA and
the potential for such a practice to violate applicable law, including Title VL

If an eligible household participates in a HUD-assisted rental program or lives in certain
federally assisted properties (e.g.. a Housing Choice Voucher, Public Housing, or Project-Based
Rental Assistance) and the tenant rent is adjusted according to changes in income, the renter
household may receive ERAL assistance for the tenant-owed porfion of rent or utilities that is not
subsidized. Grantees are encowraged to confirm that the participant has already reported any
income loss or financial hardship to the Public Housing Authority or property manager and
completed an interim re-examination before assistance is provided.

“Note that this FAQ) is not intended to address all reporting requirements that will apply to the ERA but rather to
note for grantees mformation that they should anticipate needing to collect from howseholds with respect to the
provision of rental assistance.

? Specifically, the statute establishing ER. A1 requires grantees to establish data privacy and secumity requirements for
certain information regarding applicants that (1) include appropriate measures to ensure that the povacy of the
mndividuals and households is protected; (1) provide that the information, meluding any personally dentifiable
mformation 15 collected and wsed only for the purpose of submutting reports to Treasury; and (in) provide
confidentiality protections for data collected about any individuals who are survivors of infimate partmer violence,
sexual assault, or stalking.

Office of the City Auditor Assessments of Revenues and Expenses Associated
June 2021 | Report No. 2020/21-18 9] with the City’s COVID-19 Response - Report No. 3

Page 94 of 105



Treasury encourages grantees to enter into parinerships with owners of federally subsidized
housing to implement methods of meeting the statutory requirement to priorifize assistance to
households with income that does not exceed 50 percent of the area median income for the
household, or where one or more individuals within the household are unemploved as of the date
of the application for assistance and have not been employed for the 90-day period preceding
such date.

Pursuant to section S01(K)(3)(B) of Subdivision N of the Consolidated Appropriations Act, 2021,
and 2 CFE 200.403, when providing FR A1 assistance, the grantee must review the household’s
income and sources of assistance to confirm that the FRA1 assistance does not duplicate any
other assistance, including federal, state, or local assistance provided for the same costs.
Grantees may relyv on an attestation from the applicant regarding non-duplication with other
government assistance in providing assistance to a household. Grantees with overlapping or
configuous jurisdictions are particularly encouraged to coordinate and participate in joint
administrative solutions to meet this requirement. The requirement described in this paragraph
does not apply to ERAZ2; however. to maxinuze program efficacy, Treasury encourages grantees
to minimize the provision of duplicative assistance.

16. In ERAL may a Tribe or Tribally Designated Housing Entity (TDHE) provide
assistance to Tribal members living outside Tribal lands?

Yes. Tribal members living outside Tribal lands may receive ERA1 funds from their Tribe or
TDHE, provided they are not already receiving FR A assistance from another Tribe or TDHE,
state, or local government.

17. In ERAL, mayv a Tribe or TDHE provide assistance to non-Tribal members living on
Tribal lands?

Yes. A Tribe or TDHE may provide ERA1 funds to non-Tribal members living on Tribal lands,
provided these individuals are not already receiving FRA assistance from another Tribe or
TDHE, state, or local government.

18. May a grantee provide assistance to households for which the grantee is the landlord?

Yes. A grantee may provide assistance to households for which the grantee is the landlord,
provided that the grantee complies with the all provisions of the statute establishing FRA1 or
ERAZ, as applicable, the award terms. and applicable ERA puidance issued by Treasurv, and (for
purposes of ERAL) that no preferences beyond those outlined in the Consolidated Appropriations
Act, 2021, are given to households that reside in the grantee’s own properties.

19. May a grantee provide assistance to a renter household with respect to utility or energy
costs without also covering rent?

Yes. A grantee 15 not required fo provide assistance with respect to renf in order to provide
assistance with respect to utility or energy costs. For ER A1, the limitations in section
501(c)(2)B) of Division N of the Consolidated Appropriations Act, 2021, limiting assistance for
prospective rent pavments do not apply to the provision of utilities or home energy costs.

10
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20. May a grantee provide ERA assistance to homeowners to cover their mortgage, utlity,
0T eNergy cosis?

No. EEA assistance may be provided only to eligible households, which is defined by statute to
include only households that are obligated to pay rent on a residential dwelling. However,
homeowners may be eligible for assistance under programs using finds inder the Homeowner
Assistance Fund, which was established by Treasury under the American Rescue Plan Act of
2021.

21. May grantees administer ER A programs by using contractors, subrecipients, or
intergovernmental cooperation agreements?

Yes. Grantees may use ERA payments to make subawards to other entities, including non-profit
organizations and local governments, to administer FR A programs on behalf of the grantees.

The subrecipient monitoring and management requirements set forth in 2 CFR 200.331-333 will
apply to such entities. Grantees may also enter into confracts using ERA payments for goods or
services to implement FRA programs. Grantees mmst comply with the procurement standards set
forth in 2 CFER. 200.317-327 in entering into such contracts. Grantees are encouraged to achieve
adnunistrative efficiency and fiduciary responsibility by collaborating with other grantees in
joint adninistrative solutions fo deploving FRA resources.

22. ERA requires a prioritization of assistance for households with incomes less than 50%
of area median income or households with one or more individuals that have not been
emploved for the 90-day period preceding the date of application. How should grantees
prioritize assistance?

Grantees should establish a preference system for assistance that priontizes assistance to
households with incomes less than 50% area median income and to households with one or more
members that have been inemployed for at least 90 days. Grantees should document the
preference system they plan to use and should inform all applicants about available preferences.

Treasury will require grantees to report to Treasury on the methods they have established to
implement this priorifization of assistance and to publicly post a description of their prioritization
methods, including on their program web page if one exists, by July 15, 2021.

23. ERA] and ERA? both allow for up to 10 percent of the funds received by a grantee to
be used for certain housing stability services. What are some examples of these services?

ERA] and ERA? have different requirements for housing stability services.

Under ERAL. these funds may be used to provide eligible households with case management and
other services related fo the COVID-19 outbreak. as defined by the Secretarv, infended to help
keep households stably housed.

Under EEA2. these services do not have to be related to the COVID-19 outbrealk.

For purposes of ER A and ER A2 housing stability services include those that enable eligible
houszeholds to maintain or obtain housing. Such services may include honsing counseling, fair
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housing counseling. case management related to housing stability, housing related services for
survivors of domestic abuse or human trafficking. legal services or attomey’'s fees related to
eviction proceedings and maintaining housing stability, and specialized services for individunals
with disabilities or seniors that supports their ability to access or maintain housing. Grantees
using ERA funds for housing stability services must maintain records regarding such services
and the amount of funds provided to them.

24, Are grantees required to remir interest earned on ERA pavments made by Treasury?

Mo. ERA payments made by Treasury to states, terrifones, and the District of Columbia are not
subject to the requirement of the Cash Management Improvement Act and Treasury’s
implementing regulations at 31 CFR part 205 to remut interest to Treasury. ERA payments made
by Treasury to local governments, Tribes, and TDHEs are not subject to the requirement of 2
CFER 200.305(b)(8)9) to maintain balances in an inferest-bearing account and remit payments
to Treasury.

15, When may Treasury recoup ERA funds from a grantee?

Treasury may recoup ER A funds from a grantee if the grantee does not comply with the
applicable limitations on the use of those funds.

16. May rental assistance be provided to remporarily displaced households living in hotels
or motels?

Yes. The cost of a hotel or motel room occupied by an eligible household may be covered using
EFA assistance within the category of certain “other expenses related to housing™ (as described
in FAQ 7) provided that:

1. the howsehold has been temporarily or permanently displaced from ifs primary
residence or does not have a permanent residence elsewhere;

1. the total months of assistance provided to the household do not exceed the applicable
time limit described in FAQ 10; and

ui.  documentation of the hotel or motel stay is provided and the other applicable
requirements provided in the statute and these FAQs are met.

The cost of the hotel or motel stay would not include expenses incidental to the charge for the
10011

Grantees covering the cost of such stays must develop policies and procedures detailing under
what circumstances they would provide assistance to cover such stavs. In doing so, grantees
should consider the cost effectiveness of offering assistance for this purpose as compared to
other uses. If a household is eligible for an existing program with narrower eligibility criteria
that can provide similar assistance for hotel or motel stavs. such as the HUD Emergency
Solations Grant program of FEMA Public Assistance, grantees should utilize such programs
prior to providing similar assistance under the ERA program.
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27. May a renter subject to a “rent-to-own™ agreement with a landlord be eligible for ERA
assistance?

A granfee mav provide financial assistance to households that are renting their residence under a
“rent-to-own” agreement. under which the renter has the option (or obligation) to purchase the
property at the end of the lease term, provided that a member of his or her household:

i.  isnot a signor or co-signor to the mortgage on the property;
ii.  does not hold the deed or title to the property; and
tii.  has not exercised the option to purchase.

Homeowners may be eligible for assistance under programs using finds under the Homeowner
Assistance Fund, which was established by Treasury under the American Rescue Plan Act of
2021.

28. Under what circumstances mayv households living in manufactured housing {mobile
homes) receive assistance?”

Rental payments for either the manufactured home and/or the parcel of 1and the manufactured
home occupies are eligible for financial assistance under FRA programs. Households renting
manufactured housing and/or the parcel of land the manufactured home occupies mayv also
receive assistance for utilities and other expenses related to housing. as detailed in FAQ 7 above.
This principle also applies to moornng fees for water-based dwellings (houseboats).

29. What are the applicable limitations on administrative expenses?

Under ER A1, not more than 10 percent of the amount paid fo a grantee may be used for
administrative costs attributable to providing financial assistance and housing stability services
to eligible households. Under ERAZ not more than 15 percent of the amount paid to a grantee
may be used for administrative costs attributable to providing financial assistance, housing
stability services, and other affordable rental housing and eviction prevention activities.

The revised award term for ER A1 1ssued by Treasury permits recipients to use funds provided to
cover both direct and indirect costs. A grantee may permit a subrecipient to incur more than 10
or 15 percent, as applicable, of the amount of the subaward issued to that subrecipient as long as
the total of all administrative costs incurred by the grantee and all subrecipients. whether as
direct or indirect costs, does not exceed 10 or 15 percent, as applicable, of the total amount of the
award provided to the grantee from Treasury.)

Further, the revised award term for ERA1 no longer requires grantees to deduct administrative
costs charged to the award from the amount available for housing stability services. Rather, any
direct and indirect administrative costs in FRA1 or ER A2 mmst be allocated by the grantee to
either the provision of financial assistance or the provision of housing stability services. As
required by the applicable statutes, not more than 10 percent of funds received by a grantee mav
be used to provide eligible households with housing stabality services (discussed in FAQ 23). To
the extent administrative costs are not readily allocable to one or the other of these categories,
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the grantee may assume an allocation of the relevant costs of 90 percent to financial assistance
and 10 percent to housing stability services.

Grantees may apply their negotiated indirect cost rate to the award, but only to the extent that the
total of the amount charged pursvant to that rate and the amount of direct costs charged to the
award does not exceed 10 percent of the amount of the award.

30. Should grantees provide tenants the option to apply directly for ERA assistance, rather
than only accepting applications for assistance from landlords and owners of dwellings?

For ER A1, Treasury strongly encourages grantees fo provide an option for tenants to apply
directly for funding, rather than only accepting applications for assistance from landlords and
owners of dwellings. For ERA2. grantees are required to allow tenants to apply directly for
assistance, even if the landlord or owner chooses not to participate, consistent with the statutory
requirement for the fimds to be used fo provide financial assistance to eligible households.

See FAQ 12 for additional information on grantees providing assistance to landlords and tenants.

31. How should grantees ensure that recipients use ERA funds only for permissible
purposes?

Grantees should require recipients of funds under ER A programs, including tenants and
landlords, to commit in writing to use ERA assistance only for the intended purpose before
1ssuing a pavment. Grantees are not required to obfain documentation evidencing the use of
ERA program funds by tenants and landlords. Grantees are expected fo apply reasonable frand-
prevention procedures and fo investigate and address potential instances of frand or the misuse of
funds that they become aware of

32. Can grantees prohibit landlords from pursuing eviction for nonpayment of rent for
some period after receiving ERA assistance?

With respect to landlords that receive funds under an FR A program for prospective rent, the
grantee must prohibit the landlord from evicting the tenant for nonpayment of rent during the
penod covered by the assistance.

In addition. with respect to landlords that receive funds for rental arrears. to promote the purpose
of the program the grantee is encouraged to prohibit the landlord from evicting the tenant for
nonpayment of rent for some period of time, consistent with applicable law.

In all cases, Treasury strongly encourages grantees to require landlords that receive funds under
the FE.A_ as a condition of receiving the finds, not to evict tenants for nonpayment of rent for 30
to 20 days longer than the period covered by the rental assistance.

33. How can grantees work with other grantees to make their ERA programs consistent?

Treasury encourages different grantees to collaborate to develop consistent terms of their FRA
programs, in order to reduce burdens for entities including landlords with properties in nmltiple
jurisdictions.
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34. Should a grantee require that a landlord initiate an eviction proceeding in order to
apply for assistance under an ERA program?

MNo.

35. How can ERA assistance be used to support an eligible household moving to a new
home?

ERA funds may be used to provide assistance to eligible households to cover prospective
relocation assistance, rent, and utility or home energy costs, including after an eviction. Treasury
encourages grantees to provide prospective support to help ensure housing stability. See FAQ 7
(regarding qualifying relocation expenses) and FAQ 10 (regarding time limits on assistance).
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United States Department of the Treasury Emergency Rental Assistance Fact Sheet
Released May 7, 2021

May 7, 2021

U.5. Department of the Treasury
Emergency Rental Assistance
Fact Sheet
May 7, 2021

Fact Sheet: The Biden-Harris Administration Announces Enhanced Efforts to
Prevent Evictions and Provide Emergency Assistance to Renters

Even as the American economy continues its recovery from the devastating impact of the
pandemic, millions of Americans face deep rental debt and fear evictions and loss of basic
housing security. Countless middleclass landlords who rely on rental income to support their
families have also faced deep financial distress to the COVID-19 crisis. Nearly 7 million
Americans reported being belind on rent in the second half of April More than 40 percent of
those renters worry that they could be evicted sometime in the next two months. Almost 12
million Americans lack confidence that they can make next month’s rent. Evictions can have
long-lasting consequences for families—potentially distupting school, worsening health,
displacing neighborhood networks of support, and making it more difficult to find safe,
affordable housing in the future. COVID-19 has exacerbated an affordable howsing crisis that
predated the pandemic and that has exacerbated deep disparities that threaten the strength of an
economic recovery that nmst work for everyone.

Todav, the Biden-Harris Administration is announcing the allocation of the additional $21.6
billion under the American Rescue Plan for Emergency Rental Assistance — including §2.5
billion targeted to the highest-need areas. where job loss and high market costs have made it
especially difficult for low-income renters. Together with this additional financial support, the
Biden-Harris Administration is implementing additional, stronger guidance to spur more fimds
getting to those renters most desperarely in need of assistance fo avoid evictions and secure
housing stability. This new guidance recognizes the need to deliver more funding directly to
renters to both prevent evictions and ensure those requiring new housing have the financial
support needed. These resources and guidance represent an all-of-government approach that
leverages authorities and agencies across the entire Administration, from the Treasury
Department to the Department of Housing and Urban Development to the White House
American Rescue Plan Implementation Team and Policy Councils. This infusion of additional
support will benefit both renters and landlords and make sure that the states and localities that
have moved quickly to address the housing affordability crises wrought by the public health
emergency and its negative economic impacts in their areas will confinue to have the resources
they need to fullv meet the challenge.

Nine Enhanced Policies to Directly Aid Renters, Prevent Evictions and Help Americans
Transiton to Secure Housing: Today the Biden-Harns Administration is taking nine steps to
stress the importance of ensunng emergency rental assistance reaches the Americans who need 1t

most.
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1. Regnires — for the First Time — Programs to Offer Assistance Directly to Renters if
Landlords Choose not to Participate. Today, the Treasury guidance makes clear that
emergency rental assistance provided by the American Rescue Plan (EFA2) must ba
offarad directly to renters when landlords do not accept payment. This will speed up
pavments to Americans who are most in need. Many landlords are working with tenants
m good faith to secure aid and pay off rental debts. However, if 1s unacceptable to allow
Americans to suffer eviction or homelessness simply because some landlords are furning
down Federal aid on their behalf.

Cuts in Half the Wait for Assistance Offered to Eenters When Landlords Do Not

Participate. In addition to requiring direct aid to tenants if a landlord refuses to

participate, Treasury is cutting in half the time to determine whether a landlord elects to

participafte 15 being cut in half Currently, where assistance is first offered to landlords,
programs must wait 14 davs when reaching out by mail or 10 days when reaching out by
phone, text, or email before offering relief to a tenant directly. Those wait fimes will now
be cut in half to 7 days and 5 davs respectively.

3. Allows — For the First Time — Offers of Assistance Directly to Renters First. While
rental assistance programs under the initial Fmergency Rental Assistance Plan — FRA1 -
required an offer of assistance to landlords before reaching out fo renters. today the
Biden-Harris Administration has made clear that the new funds from the American
Eescue Plan (ERAT) can be used to provide assistance fo renters first and immediately.

4. Encourages Financial Assistance to Support Renters Finding New Housing. While

the Biden-Harris Administration will continue to do everything in its power to spur the

use of Emergency Rental Assistance to keep people in their homes, the new guidance
recognizes that there may be increased need over the coming months for more hard-
pressed renters to find new housing. For Emergency Rental Assistance to meet its
housing security goals. the funds mav need to be increasingly available to cover such

costs as moving expenses. security deposits, future rent, utilifies, and the cost of a

transitional stay in a hotel or motel when a family has been displaced. The Treasury

guidance reinforces that each of these expenses should be considered eligible — and
encouraged —uses of emergency rental assistance.

Protects Renters from Eviction While Payvments Are Being Made on Their Behalf.

Starfing with today’s guidance, programs nmst prohibit the eviction of renters for

nonpavment in months for which they receive emergency rental assistance. While most

landlords are working to secure relief and help renters stay in place, Treasury strongly
encourages grantees to require that landlords not evict tenants for nonpayment of rent for

30 to 90 days longer than the period covered by the emergency rental assistance as a

condition of receiving pavment.

6. Prohibits Grantees from Establishing Documentation Requirements that Would
Reduce Participation. Today's gunidance makes clear that “Treasury strongly encourages
grantees fo avoid establishing documentation requirements that are likely to be barriers to
participation for eligible households.” matching the miles for the Homeovner Assistance
Fund, as suggested by many housing experts and advocates. Unnecessary documentation
requirements too often pose significant barrers to participation in the Emergency Rental

[
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Assistance program. preventing families that need assistance from being able to receive
it.

7. Reduces Burdensome Documentation by Allowing Programs to Verify Eligibility of
Low-Income Renters Based on Readily Available Information or “Proxies.” Instead
of documentation requirements that could prevent some of the most vulnerable renters
from completing applications and receiving assistance. programs will now be able to
verify the income eligibility of renters using any reasonable fact-specific proxy, such as
the average income in the neighborhood in which renters live.

8. Prohibits ERA2 Programs from Denving Assistance to Eligible Residents Solely
Because Thev Live in Federally Assisted Housing. As Treasury guidance states:
“Grantees are required to comply with Title VI of the Civil Rights Act and should
evaluate whether their policies and practices regarding assistance to households that
occupy federally subsidized residential or mixed-use properties or receive federal rental
assistance comply with Title VI With respect to ERA2. grantees must not refuse to
provide assistance to households on the basis that they occupy such properties or receive
such assistance, due to the disproportionate effect such a refusal could have on
populations intended to receive assistance under the FR A and the potential for such a
practice to violate applicable law, including Title VI.” The guidance further encourages
granfees to partner with the owners of federally subsidized housing to ensure their
residents are reached.

9. Requires Programs to Document their Prioritization of Assistance to the Renters
Most in Need. Programs are required to prioritize assistance to low-income households
and those with members who have been unemployed for more than 90 days. To help
ensure that assistance is reaching those who most need it most — especially those with
incomes below 50 percent of the area median income — grantees will be required to report
how they will achieve the required prioritization of assistance.

II. ADDITIONAL ALL-OF-GOVERNMENT EFFORTS TO PREVENT EVICTIONS
AND ENSURE HOUSING SECURITY:

In addition to this new funding and these new policies, there will be an ongoing all-of-
government response to address the COVID-driven housing crisis and keep renters in their
homes. The Administration will continue to aggressively support these emergency rental
assistance efforts—including growing and strengthening the capacity of grantees to rapidly
deploy these critical resources and target them fo those most in need—in the weeks ahead.
Examples mnclude:

+ Deploying Joint HUD-Treasury Expert Response Teams: The Departments of
Housing and Urban Development (HUD) and Treasury are finalizing an Interagency
Apgreement to send experts to some of the highest need areas to help states and localities
urgently scale-up programs. More immediately, HUD will provide technical assistance on
its programs to help grantees manage all their new CARES Act and American Rescue
Plan resources. Many HUD and ERA grantees are the same. Providing support through
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HUD programs will build capacity and solve challenges as they manage unprecedented
TESOUICES.

* Improving Access to Information about Emergency Rental Assistance: Treasury will
provide an online hub of links to local emergency rental assistance programs to make it
easier for renters and landlords to find programs in their area and will work with other
government agencies and private sector partners to increase awareness of ERA resources
among renters and landlords.

» Lifting up Best Practices: Treasury staff are actively engaging grantees fo answer
questions and learn about best practices. Treasury will publish best practice highlights
that are speeding vulnerable renfers’ access fo these urgently needed resources.

* Hosting a White House-HUD-Treasury Roundtable to Encourage Philanthropic
Investment in Anti-Eviction Efforts: These agencies will jointly host a roundtable with
philanthropic leaders to explore how philanthropy can support communities” distnibution
of new federal funds for housing instability and homelessness, including how
philanthropy can enhance the underlying capacity of local partners to equitably distribute
these funds.

* FEncouraging Additional Legal Services and Support to Hard Pressed Tenants: HUD
is developing a $20 million demonstration to provide legal assistance fo low-income
tenants at risk of or subject to evictions. More information on this new program can be
found here.

* Providing Guidance to Operators of Assisted Housing: HUD is publishing toolkits,
hosting webinars, and amplifying its correspondence with public housing authorities and
other operators of assisted housing in an effort to promote eviction prevention strategies
and resources.

*  Advancing the Nation's Understanding of Evictions in the Marketplace: HUD will
continne to build out a research agenda for helping the field better understand the
prevalence of evictions and the disparate impact thev have on disadvantaged
commumnities. This includes assessing how the federal government could develop a
national database of evictions.

* Promeoting Fair Housing Enforcement: HUD will contimue to enforce fair housing
profections, prohibiting housing providers from acting to evict, harass, or freat tenants
differently because of tenants’ race. color, religion, sex (including sexual orientation and
gender 1dentity). disability, familial status, or national origin. If tenants think theyv have
experienced discriminatory treatment. they can contact HUD's Office of Fair Housing
and Egual Opportunity at (800) 669-0777 (voice) or (800) 877-8339 (Eelav). They may
also file discrimination complaints online at hud. gov/fair housing.
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Department Response

SACRAMENTO

Office of the City Manager

Howard Chan Cify Hall
Cify Manager 913 I Street, Fifth Floor
Sacraments, CA 938 T4-2604
276-808-5704

MEMORANDUM

DATE: June 1, 2021
TO: Jorge Oseguera, City Auditor
FROM: Leyne Milstein, Assistant City Manager

SUBJECT: Assessments of Revenues and Expenses Associated with the City's COVID-19
Response—Report No. 3

The City Manager's Office would like to thank our partner charter office staff in the City Attorney’s Office
and the City Auditor's Office for their invaluable insight and partnership in managing an unprecedented
project in response to what we hope will be a once in a lifetime crisis. The City Manager's Office is
particularly appreciative of the ongoing support and research on the Emergency Rental Assistance
program and the forthcoming American Rescue Plan and its eligibility guidelines.

The City of Sacramento is committed to effective, efficient, and transparent management of City funds.
To this end we have worked closely and will continue seeking to implement the City Auditor's
recommendations on CRF expenses, revenues and record keeping.

On-Going Monitoring of COVID-19 Revenues and Expenses:

The City Auditor's Office has provided significant support in developing appropriate federal Single Audit
record keeping requirements. City Manager's Office staff will continue to work closely with the Auditor's
Office to identify those programs who are not fully compliant in providing the required information in
preparation for the Post-Award Single Audit. It is our expectation that as the Coronavirus Relief Fund
programs wind down over the next few months, program managers will work with program staff finalize
all financial documents and complete all appropriate record keeping.
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