July 13, 2021
American Rescue Plan Act of 2021 Public Hearing

July 13, 2021 Report
The full draft Plan is available for public review on the Town's website. A public hearing

notice was published in the Winchesfer Star.

The Town Office has received no comments about the Plan.

The Plan has been modified is several ways since the Council's last review, The draft
Plan attached to this report has been modified in the following manner:

Section | Overview
Section modified to reflect the fact that the Town has received the first

ARPA payment*

Section 1V.h.ii Response to the pandemic and its negative effects in order to
assist households, businesses, and non-profits
Section modified to remove the specific months for which water/sewer
account credits will be provided.

Appendix B Cost Estimates, Category Expenditure Limits, and Implementation

Schedules
This document was modified to address the cost of water and sewer

administrative and facilities fee credits alone (eliminating usage credits),™

Appendix D Necessary water and sewer (including stormwater) infrastructure
projects
This document was modified to add “Complete work to improve
stormwater management on Crow Street” as a project that may be
considered for completion.

* The Town received the first ARPA payment on June 30, 2021. The payment
totaled $2,267,493.

** Despite what staff had been told, the Town'’s software provider is unable to
support credits for water/sewer usage. The current draft Plan provides for 6
months of water and sewer administrative and facilities fees credits. Funds not
slated for this use were moved to Section VIl Complete necessary water and
sewer infrastructure projects.

Reguested Action
Staff requests that the Council sither adopt an implementation plan at the July 13
meeting or set another meeting for later in the month to consider the matter.

Attachments
- Draft Town of Berryville American Rescue Plan Act of 2021 Implementation Plan
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Sample motion

| move that the Council of the Town of Berryville adopt the attached Town of Berryville
American Rescue Plan Act of 2021 Implementation Plan. | further move that the Town
Manager is directed to take steps necessary to effect and fulfil plan elements.

June 8, 2021 Report

History

After the passage of the ARPA, the Town Council directed staff to develop a preliminary
framework for expenditure of grant funds provided to the Town in accordance with the

legislation.

“The Town Council reviewed the matter in detail at a work session on May 5, 2021. The
Council made no determination regarding the disposition of the funds because many
questions about project eligibility remained unanswered.

Additional guidance has been received and staff is reviewing this matter in detail. It also
appears that the allocation for which the Town is eligible has increased fo $4,634,985
($562,504 more than originally reported).

Staff intends to provide the Council with a revised draft framework for expenditure of the
funds within the next two weeks. If possible, it would be helpful it the Council can adopt
a framework in July.

Reguested Action

Staff requests that the Council provide any additional guidance or direction it has in this
matter. This additional guidance or direction can be incorporated into discussions about
finalizing a framework for expenditure of ARPA funds.

Staff recommends consideration of the following changes in the draft framework:

- increasing the maximum grant available for accessibility improvements, facade
improvements, etc, (87,500 to $12,000) and increasing the total amount of funds
dedicated to this purpose ($120,000 to $240,000),

- establishing a list of non-profits that would receive funding and eliminate a
selection process in the future, : '

- increasing funds available for infrastructure/capital projects.

Attachments _
- American Rescue Plan Act of 2021 memorandum dated March 29, 2021
- Revised statement of non-entittement units of local government allocations
- Guidance on Distribution of Funds to non-entitlement units of local government
- Non-entitlement unit of local government award terms and conditions
- Non-entitlement unit of local government definitional and data methodology
- Coronavirus State and Local Fiscal Recovery Funds Frequently Asked Questions
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Sampie motion

I move that the Council of the Town of Berryville adopt the attached Town of Berryville
American Rescue Plan Act of 2021 Implementation Plan. [ further move that the Town
Manager is directed to take steps necessary to effect and fulfil plan elements,

June 8, 2021 Report

History
After the passage of the ARPA, the Town Council directed staff to develop a preliminary

framework for expenditure of grant funds provided to the Town in accordance with the
legislation.

The Town Council reviewed the matter in detail at a work session on May 5, 2021. The
Council made no determination regarding the disposition of the funds because many
questions about project eligibility remained unanswered.

Additional guidance has been received and staff is reviewing this maiter in detail. It also
appears that the allocation for which the Town is eligible has increased to $4,534,985
($562,504 more than originally reported).

Staff intends to provide the Council with a revised draft framework for expenditure of the
funds within the next two weeks. If p0351bie it would be helpful it the Council can adopt
a framework in July,

Requested Action
Staff requests that the Councit provide any additional guidance or direction it has in this

matter. This additional guidance or direction can be incorporated into discussions about
finalizing a framework for expenditure of ARPA funds.

Staff recommends consideration of the following changes in the draft framework:

- increasing the maximum grant available for accessibility improvements, facade
improvements, etc. ($7,500 to $12,000) and increasing the total amount of funds
dedicated to this purpose ($120,000 to $240,000),

- establishing a list of non-profits that would receive funding and eliminate a
selection process in the future,

- increasing funds available for infrastructure/capital projects.

Attachments
- American Rescue Plan Act of 2021 memorandum dated March 28, 2021
- Revised statement of hon-entitlement units of local government allocations
- Guidance on Distribution of Funds to non-entitlement units of local government
- Non-entiflement unit of local government award terms and conditions
- Non-entitlement unit of local government definitional and data methodology
- Coronavirus State and Local Fiscal Recovery Funds Frequently Asked Questions
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ARPA Implementation Plan 6/24/20 mark up 7/7/21,

Town of Berryville
American Rescue Plan Act of 2021
Implementation Plan

ADOPTED

L. Overview
The Town of Berryville is slated to receive $4,534,986 as a result of the
passage of the American Rescue Plan Act of 2021 (ARPA)

The Town is-expected-to received 50% of the.f_u:_:fds ($2,267,493) in-the
nearterm on June 30, 2021 and the remalnm funds ($2 267,493) a year
after the first grant is provided.

The period of performance for this grant ends on December 31, 2026, but
funds may only be used to cover eligible costs from March3, 2021 through
December 31, 2024 (NOTE: This information is. ‘taken from Department of
the Treasury, Appendlx C Award Terms and Cendltrons Other guidance
also provided by the Department of Treasury ‘states that funds committed

by December 31, 2024 must be; spent by December 31 2026). Accordingly,
the Town will Ilke!y sxpend ARPA fUﬂds i e_ foliowmg fiscal years:

FY22
FY23
FY24.:.:..
FY25
e .

FY27 (flrst hatf)

ARPA funds must be used to:
respond tothe COVID 19 pandemic and its negative effects in order
to assist houeehoids businesses, and non-profits;
provide for premium or hazard pay for employees;
address reduced government revenues,; and
make necessary investments in water, sewer, and broadband
infrastructure.

i Approach to properly expending ARPA funds
After review of applicable federal regulations (31 CFR Part 35, RIN 1505-
AC77 Coronavirus State and Local Fiscal Recovery Funds, Department of
the Treasury, Interim final rule) the Town Council has made findings
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ARPA Implementation Plan 6/24/21 mark up 7/7/21

regarding community needs and determined how ARPA funds awarded to
the Town will be expended.

The Council has made every effort to structure its American Rescue Plan
Act of 2021 Implementation Plan (Plan) in a manner that complies with
federal laws and regulations and meets the needs of the citizens of
Berryville.

Categories of expenditure under the Plan include:response to the
pandemic and its negative effects in order to assist households,
businesses, and non-profits; provision of premium. pay to employees;
addressing reduction in revenues to the Town; making necessary
investments in water and sewer infrastrticture; and pay for administrative
costs related to the implementation ofthe Plan and associated projects.

The Council will monitor the expenditure of funds.to ensure that the
requirements of the Plan are‘met. The Coungil.réserves the right to amend
the Plan at any time as it deems sugh amendments necessary. The Council
will also provide oversight of Plan implementatiori and make changes to
administrative determinations as it considers such changes necessary.

The Council hereby tasks the Town Manager with management and
oversight and management of the Plan, The Council acknowledges that the
Manager will develop and Adopt regulations, procedures, forms,
agreements, ‘and the like that are hecessary to fully implement the Plan.
The Council acknowledges that the Manager has tasked the Treasurer with

compliange with record keeping and reporting requirements under the Plan
and ARPA:,

The Manager will provide:a report on ARPA and the Plan at each regular
meeting of the Town.Council and at other times as considered necessary
by the Council or the Manager. The Manager will cause a page on the
Town website to be created and maintained where the Plan and Town
Council updates will be posted.

Appeals of determinations and decisions of the Manager made in
accordance with the Plan shall be made in writing to the Council within 15

days of the determination or decision in question. Such appeals will be
heard by the Council within 60 days of receipt of the appeal. The Councill
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ARPA Implementation Plan 6/24/21 markup 7/7/21

will issue a written determination on the appeal within 90 days of receipt of
the appeal.

. Attachments

Appendix A
31 CFR Part 35, RIN 1505-AC77 Coronavirus State and Local Fiscal

Recovery Funds, Department of the Treasury, Interim final rule

Appendix B ‘
Cost Estimates, Category Expendlture letts and Implementation

Schedules

Appendix C ;
Description of Central Busmess Dlstrlct

Appendix D -
Non-prioritized list of necessary water, sewer, and stormwater

infrastructure prOJects approved for cons;deratlon

V. Response to the pandemxc and Jts negatwe effects in order to
assist househoids busmesses and non-profits

a.: Fmdangs
L The Coun01[ fmds that the Town s utility customers experienced

difficulties meeting the challénges of paying bills during the
pandemic and that credits toward utility bills over a period of
“time will mlhgate safme of the negative effects of the COVID-19

pandem:o

The Councn f[nds that the Town’s central business district was
negatlvely affected by COVID-19 pandemic. The Council also
finds that directional signage directing traffic into the central
business district and fagade/signage/accessibility
improvements to central business district business occupancies
will support that district and mitigate some of the negative
effects of the COVID-19 pandemic.

The Council finds that non-profit organizations that are located
in Town or serve the citizens of Berryville were negatively
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ARPA Implementation Plan 6/24/21 markup 7/7/21

affected by the COVID-19 pandemic. The Council also finds
that non-profits can, in some instances, best mitigate the
negative effects of the COVID-19 pandemic. The Council also
finds that John H. Enders Volunteer Fire Department Company
and Rescue Squad is an essential part of the response to the
COVID-19 pandemic. Accordingly, the Council has determined
that grants should be provided to non-profits that serve the
citizens of the Town.

The Council finds that the COVID=19:pandemic revealed
weaknesses in local government's ability to communicate with
and serve the needs of its citizens. The Council also finds that
that the COVID-19 pandemic revealed weaknesses in local
government's ability to support its essential employees during
emergencies, thus revealing.a weakness in how.well local
government can serve its citizens during time of crisis.
Accordingly, the Council has determined that emergency
communications, cleaning/disinfecting equipment and supplies,
life-sustaining supplies for-essential employees, and
communications with the general public ghould be improved
through the Use of ARPA funds.” 5.

.....

b. Propoég'Q;;projeéf@expendfﬁ ‘_?res
.1, Pay balance on delinquent water and sewer account
“idelinquencies that were 60 days or more in arrears as of

June 22, 2021.

Implementation
= Qualified account delinquencies would be paid within
“. 10 business days of receipt of first payment from
“:federal government.

i Credit each water and sewer account in the Town system
an amount equal to cost of 1,000 gallons of usage (water
and sewer) and monthly administrative and facilities fees
for the-following 6 months.

August-2021
September 2024
Oectober 2024
Nevember2024
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ARPA Implementation Plan 6/24/21 mark up 7/7/21

Pecember-2024
January-2022

Implementation
Credits would be applied to all qualifying accounts
after meters are read in a given billing period.

iii. Complete a wayfinding sign project to direct traffic to
points of interest in centrai busmess district.

Implementation .
A wayfinding (VDOT program) sign package will be
planned and installed and complementary signage
will be planned.and installed at publlc parking
facilities and Rose Hill Park
iv. Provide reimbursement funds for gualifying lmprovements
to eligible commermal buﬂdmgs in the central business

district.

”"lmplementatlon &
; Relmbursements of up to $12 500 will be offered to
=i, owners of commercial buildings in the central
""‘f-ﬁi'abusmess district-for:
accessnb:hty lmprovements (with primary focus
“"?%.;:.on prov;dmg access into businesses),
business sign replacement or refurbishment,
but!dlng fagade beautification and
improvement, and
site cleaning and beautification

V. Prowde grants for non-profits that assisted Berryville
residents through the difficulties of the COVID-19
pandemic and those non-profits that serve the citizens of
Berryville and were negatively affected by the COVID-19

pandemic,
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ARPA Implementation Plan

6/24/21 mark up 7/7/21

Implementation
Grants would be provided to non-profits serving the

citizens of Berryville.

Grants for the following non-profits would be
provided in two cycles over two years. Each year of
the two-year cycle, the following grants will be
available:

John H. Enders Volunteer Fire Department
Company and Resclie Squad will receive
$40,000. The grant-funds must be used for
equipment purchase or.maintenance and
training., .

Barns of Rgse Hill will receive $20,000." Grant
funds must be used as follows:
i One-halfof the grant must be used to
provide reduced-cost or no-cost
% programing to the community. Such

%; programing must gndeavor to support

One:half of the grant must be used for
v building and property improvement or
- ‘maintenance.

”%N_Qnuproﬁt must demonstrate financial harm

from COVID-19 pandemic and that such

% financial harm was not already addressed

under the CARES Act.

“*.Grants for housing assistance would be provided in

three cycles over three years. Each year of the
three-year cycle, the following grants will be
available:

A non-profit (or non-profits) will receive
$40,000 for completion of necessary
improvements to owner-occupied dwellings
within the Town. Household income of owners
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ARPA Implementation Plan 6/24/21 markup 7/7/21

receiving assistance from non-profit may not
exceed 80% of this community's adjusted
medium income (AMI) for the last year
information is available. Qualifying
improvements include:

accessibility improvements,

sanitation improvements,

roof repair or replacement,

weatherlzatlon, :

window repair: r replacement,

site gradi_p_g to divert water from dwelling

foundation, and i
property cleanup

vi. Purchase equment and supphee to ald sn pandemlc and
other disaster response

implementat:on'"' ...... i
The Town of Berryw!le will purchase items such as:
...disinfection and cleaning equipment and supplies,
“personal protectlve eqmpment and

. material and ‘supplies to sustain employees when
workzng through emergenc:les

m”"f“;.-_}mprove emergency commumcataone/response and
|mpreve commumcatlon with the residents of Town.

T Implementatlon
", The Town will purchase both portable and mobile radios
'*'--;‘;for its Police Department, contract to have the Town's
website, Tebuilt, and make improvements in. Town/County
emergency communications/response.

V. Provide premium pay to qualifying Town employees

a. Findings
The Council finds that all Town employees were relied on to

maintain continuity of operations of essential infrastructure
sectors that are critical to protect the health and well-being of

the residents of Berryville.
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ARPA Implementation Plan 6/24/21 markup 7/7/21

The Council also finds that all employees working on-site
(excludes teleworking) during the period of time in question
were involved in essential work and eligible for premium pay.

b. Proposed projects/expenditures
Implementa’aon

Premium pay of $400 per.month for the period of
time from January 1, 2020 to May 31, 2021.

To qualify for this. payment%empioyees must:
have been ful[-t|me regular employees or

penod of ’ume _

be in the efﬁploy ff-the Town as of August 1,
2021; - '
have worked (exc]udmg remote work) af least
fourteen days in a month for which leave is
paid;and i,

have hot rece;ved other hazard pay for the

same per od of time.*

V. Address reductlon in: revenues to Town

. Flndmgs B -
. After review: :of the matter, the Council finds that the Town
experlenoed no significant loss as a result of the COVID-18

pandemio

b. F’ropoeed prOJeots/expendltures
No project/expenditure is expected under this category.

Implementation
No action will be taken.
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ARPA implementation Plan 6/24/21 mark up 7/7/21

Vil. Complete necessary water and sewer infrastructure projects

a. Findings
The Council finds that the projects enumerated in Appendix D,

as may be amended by the Council, are necessary
infrastructure projects that may be compieted with ARPA funds.

b. Proposed prOJects/expend[tures
Projects enumerated in Appendix D Wlli be completed as funds

and administrative capacity permit

Implementation L

The Town Manager w;ll take actions to plan initiate, and
have completed the: prOJects enumerated in Appendix D
within the limitations of the Town of Berryv;lie

Procurement Pol[cy

a. Fmdtngs ' SR
The Council fmds that adm[nlstratlve costs associated with

1mplementat[on ’fthe Plan may be paid from ARPA funds.

1"'”.‘<:;Proposed prO}eCtS/ exPenditu ros

~2 The Coungil directs staff to track staff and contractor time that is
expended to develop and implement the Plan and manage
“associated pro;ects ‘and to provide for required record-keeping
and reportmg

'Implementanon

The Town Manager will cause administrative costs to be
tracked and charged against ARPA funds at the end of

each month.
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ARPA Implementation Plan 6/24/21 mark up 7/7/21

IX. Unexpended Funds

Funds remaining unspent for projects or programs enumerated in
Sections IV (Response to the pandemic and its negative effects in
order to assist households, businesses, and non-profits), V
(Provide premxum pay to qualifying Town employees), VI (Address
reduction in revenues to Town), and Vil (Pay for administrative
costs related to the implementation of the Plan and associated
projects), may be utilized for programs ; and projects enumerated in
Section VIl (Complete necessary water ‘and sewer infrastructure
projects).

American Resctie Plan Act of 2021 Implementation, Plan Tracking
4/5/21 Town Council Work Session i
6/22121 Town Council Work Session (publlc hearmg set for 7!1 321y
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Appendix A
Inferim final rule

86, No. 83 /Monday, May 17, 2021/Rules and Regulations

DEPARTMENT OF THE TREASURY

31 CFR Part 34
RIN 1605-ACTY

Coronavirus State and Local Fiscal
Recovery Funds

AGENCY: Department of the Treasury.
ACTION: Interimn final rule,

suMMARY: The Secvetary of the Treasury
(Treasury} is issuing this interim final
rula to implement the Coronavirus State
Fiscal Recovery Fund and the
Covonavirue Local Fiscal Recovery Fund
established under the American Resgcue
Flan Act,

DATES: Effective dafe: The provisions in
this interim final rule are effective May
17, 2041,

Comment date: Comments must be
raceived on or before July 16, 2021.
ADDRESSES: Please subxil comments
electronically through the Federal
sRulemaking Portal: hitp://
www,regalations gov. Commaents can be
mailed to the Office of the
Undersacratary for Domestic Finance,
Department of the Treasury, 1600
Pennsylvania Avenue NW, Washington,
DC 20220, Because postal mail may be
gubject to processing delay, it is
recommendsd fhat comments be
submitted sléctronically, All comments
should be captions with ""Covonavirus
Stats and Loeal Fiscal Recovery Funds

+~cim Final Rule Comments.” Pleass
{ ‘de your name, organization
Ansiiation, address, omail addvess and
telephone number in your cominent,
Where appropriate, & comment should
include a short sxecutive summary.

In general, comments received will be
posted on hitp://www.regulations.gov
without change, including any business
or pexsonal infoxmation provided.
Comments raceived, including
attachments and othex supporting
materials, will be part of the public
yecord and subjeat to public disclosuxe,
Do not enclose any information in your
comment or supporting materials that
you consider confidentfal or
inappropriate for publio disclasurs.

FOR FURTHER INFORMATION CONTACT:

" Katharine Richards, Senior Advisor,
Office of Recovexy Programs,
Department of the Treasury, (844) 629
9527,

SUPPLEMENTARY INFORMATION:

1. Bagkground Information

A, Overview

Since the first case of goronavirus
diseasa 2019 (CGOVID-19) was
discoveared in the United States in
January 2020, the disease has infected

over 42 miilion and killed over 575,000
Ameplcans,* The disense has impacted
overy part of life: As soclal distancing
becams & necessity, businessas closed,
schools transitionsd to remote
adncation, travel was sharply reduced,
and millione of Americans lost theaiy
jobs, Tn April 2020, the national
unemployment rata Teached its highest
level in aver seventy years following the
most savere month-over-month decline
in employment on racord.? As of April
2021, thers ware still 8,2 million fewer
jobs than hefore the pandemic,® During
this time, a significant share of
households have faced food and
housing insecuxity. Economic
disruptions impaixed the flow of cradit
to households, State and lacal
governments, and businesses of all
sizes.5 As businssses weathexed
closures and sharp declines in revenue,
many were forced to shut down,
espacially small businesses,®

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

3 Contters for Disease Gontral and Prevention,
COVID Daia Trecker, hifp:/fwiiv.covidiedogov/
cavid-data-trackerfidotairacker-home {last visited
May 8, 2021},

21,5, Bureat of Labor Stefsiles, Unemployment
Rale [UNRATB), rotrieved fom FRED, Faderal
Roserve Band: of 81, Loufs; Mips://
frad.stlouisfed.orglserias/UNRATE, May 3, 2021,
1.5, Buraau of Labor Stallslies, Bmpleyment Lovel
(Li{I02004000], retrleved from FRED, Fedaral
Reserve Bank of St. Louds; htps://
frad stlouisfed.orglserles/LNLUD2008D0D, May 3,
2021, '

31,8, Buraan, of Lahor Statistes, ANl Emplayees,
Tolal Nonfasm [PAYEMS), zetrloved feom FRED,
Federal Reserva Bank of St. Louts; Mtps://
frad stlonisfad.orgfsorles/PAYRMS, May 7, 2021,

 Nirmita Panchal at al., The Implications of
COVIN-19 for Mental Health and Subslance Abuse
{Feb. 10, 2021), https:fAvwie Kif.org/coronavims-
povid-10/issua-brlef/the-imyplications-of cavld-19-
for-mental-health-and-substence usofifi-texts
Olderth2oadulis%20are%%b20als0%20

suote,priot%h20t0%20the %20current % 20ersls; U.S.

Cansus Bursau, Household Pulse Survey:
Measising Sooial and Reonomic Impacts during the
Coronavinis Pandemie, hitps:ffervrw.census.gov/
pmgrams'su:veysihouselluld-pulse-su:vay.hunt
{last visiled Apr. 28, 2021); Rabecea T. Lasb ot al,,
Mental Hoalth-Related Emergonsy Deparlment
Visits Among Children Aged <18 Yaars During the
COVID Pandamis—United States, January 1—
Detaber 17, 2620, Morb, Mortal. Wkly. Rep.
604511167580 {Nov. 13, 2020), kitpsi//
winy.ede.gov/mmu/valumes/69/wrl
mmBe45ad.htm.

$Daard of Governors of tio Faderel Reserva
System, Monslaxy Policy Repoul June 12, 2020),
.htrps://mwmfadem)mssrve.gaw'rnanermypoﬂcy/
4020-06-mprsummory.him, .

" Jpseph R, Biden, Rematks by Prosident Dlden on
Holping Small Businosses {Feb. 22, 2021), htips:/f
wivivawhitehouse.govibriefing-room/spesches-
remutks/2021/02/22/remorks-by-president-biden.
on-fielping-small-businesses/,

COVID-19, inclnding testing, contact
tracing, isolation and quarantine, public
communications, issuance ans
enforcement of health orders,
expansions to health system capacity
like alternative care facilities, and in
recent months, a massive nationwide
mobilization around vaccinations.
Govermmuents also have supported major
efforts to pravent GOVID-18 spread
through safety measures in settings like
nursing homes, schools, congregate
living settings, denge worksites,
incarceration settings, and public
facilities, The pandemis’s impacts on
behavioral health, including Sla toll of
pandemic-related stress, have increased
tha naed for behaviorsl health vesonrces,

At the same tims, State, local and
Tribat govermments launched major
afforts to address the economic impacts
of the pandemic, These efforts have
baen tailored to the neads of their
gommuitities and have included
expanded agsistance to unemployed
warkers; food assistancs; rent, morlgage,
and utility supporl; cash assistance;
internet aceess programs; expanded
services to support individuals
axperiencing homelassness; support for
individuals with disabilities and older
adults; and assistance to small
businesses facing closuxes or revenue
loss or fnplementing new safety
measures,

In responding to the public health
emergency and its negative economic
impacts, State, local, and Tribal
governments have seen substantial
jncreases in costs to provide these
services, often amid substantial declines
in revenue due io the ecanomic
downturn and changing economic
patterns during the pandemic.? Faving
these budget challenges, many Stals,
Iocal, and Tribal governments have been
forced. to make cuts to services or thefr
warkiorces, or delay critical
investments, ¥rom Fobruary ta May of
2020, State, local, and Txibal -
governments reduced their workforces
by mors than 1.5 miliion jobs and, in
April of 2021, State, local, ang Tribal
government employment remained
nearly 1.3 million jobs below pra-

andentic levels.® Thesa cuts to State,
FOGBI: and Tribal government workforces

#Micheel Leachman, Housa Budgst Bill Provides
aadad Flsoal Ald For States, Losalities, Txfbal
atlons, and Tecritortes (Feb. 10, 2021), hltps://
witw.chpp.org/research/siate-budgst-ond-tox/
house-budget-bill-providas-neaded-fiscal-otd-for-
stofes-lacalitias,

17,8, Bureaw of Lebor Statisties, All Employass,
Stats Government [CES9002000001) arid All
Dmployaes, Lacal Govornment [CES90680000601],
ralrisvad from PRED, Faderal Reserve Bank of SL,
Louis, hitps:/ffredstlovisfod.orglseries/
CES0022000004 and hilpsififred.stlowisfed.org!
sorfns/CESB003000801 {last visited May 0, 2021},
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coma at a time when demand for
government sexvices is high, with State,
Jocal, and Tribal governments on the
frontlines of fighting the pandemie.
Yurthermore, Stats, local, snd Tribal
government austerily measures can
hamper overall gconomic growth, as
oceurred in the recovery from the Great
Recession.®

Finally, although the pandemic’s
impacts have been widesproad, both the
public health and economic impacts of
the pandemic have fallen most severely
on communities and populations
disadvantaged before it began. Low-
income communities, people of color,
and Tribal communities have faced
higher rates of infection, hospitalization,
and death,20 as well as highev vates of
unsmployment and lack of basic
necessities ke food and housing.t Pre-
existing social vulnerabilitles magnified
the pandemic in {hese communities,
where a rednced 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 GOVID-19 health outcomes.**
Similarly, communities or households
facing sconamic insecurity before the
pandemic were less ablo to weathar
business closuras, joh logses, or dectines
in earnings and were less able to
participate in remote work or education
due to the inaquities in access to
reliable and affordable broedband
Infrastructure.1? Finally, though schools
in all areas faced challenges, those in
high paverty areas had fewer resources
to adapt to remote and hybrid learning
models. 24 Unfortunately, the pandamia

OO —

9 9racy Gordon, Slale and Lacal Budgets and the
Grenal Recesston, Brookings Instituilon (Dee. 81,
2012}, htl «f forie brookings.edufariicles/slate-ond-
J'ami’-bndgers-and-ihe-grsn!—:enessfon,

10 §gbastian D. Remano et al., Trends fn Raclol
and Ethmic Disparilies in GOVID-18
Hospitalizotions, by Reglon—United States, Moarch—
Dagember 2020, MMWR Morh Mortel Wkly Rep
2021, 7H560-685 (Apr. 16, 2021}, hitps:f/
wiav.edegovimmwrivelumes/70/wr/
mmy0i5e2.Mmits_cid=mm?015e2_w.

Tt Conter on Budget shd Policy Prlorittes,
Tracking the COVID-10 Recession’s Bffests en
Food, Housing, and Employment Hardships,
https:fvwiveh p.orgfresearchipoveriy-and-
inequality/irac, r|g-i?re-cow‘d—:tQ-Iecessfonsveffucfs-
on-housing-and fast vislled May 4, 2a21),

12L{s5a R, Fortuna ot ak, Inaquily and ls
Disproporifonate Impact of COVID-19 on
Communities of Color in the Untted Slates: The
Ndéad for Trauma-Faforred Sociul Justice Rosponse,
Psychologieal Trauma Vol, 12(5):443—45.(2020),
availoble ot hitps:/ipsyenotepa.orglfulltext/2020-
$7820.001.pdf.

13Enily Vogles et al,, 53% of Amerluans Say the
internet Has Baan Essontial During the COVID-1g
Ouibreak {Apr. 30, 2028), htipsif/
im:v.pewmscarch.org/inramef/2020fﬂ4/30!53-of-
amerjcens-say-the-internst-hos-been-essanifal-
during-the-covid-19-ouibreak/,

14 Bynme Dorn et al,, COVID-10 end studeut
Fanrning Jn the Untted States; The hutt could Jnst

also has reversed many gains made by
communities of color in the prior
sconomic axpansion?s

B. The Statule and Interim Final Rula

On March 11, 2021, the American
Reszcue Plan Acl [ARPA) was signed into
law by the President® Section 9801 of
ARPA amendsa Tille VI of the Social
Securlty Act3? (the Act) to add seotion
602, which establishes the Coronavirus
State Fiscal Recovery Fund, and section
603, which establishes the Coronavirus
Loocal Fiscal Recovery Fund {logether,
the Fisesl Recovery Funds).®® The Fiscal
Recovery Funds ars inlended to provide
support to State, local, and Tribal
governments {together, racipients) in
responding to the impact of COVIR-1D
and in their efforts to contain COVID—
19 on thelr communities, residents, and
businesses. The Fiscal Racovery Funds
build on and expand the support
provided to thess governments over the
last year, including through the
Coronavirus Refief Fund (CRF).*?

a lifetima {June 2020, hitps://
webtest,childrensinstiwtanel/sites/defaultififes/ -
dogurents/COVIP-18-and-student-learning-in-the-
United.States_FINALpdf; Andrew Bacher-Hicks sl
al., Inoguality 3n Houseliold Adaplalion to
Schooling Shacks: Covid-Induced Online
Engagoemen! in Real Tims, 1. of Publia Econ. Val.
103(C} (July 2020), avoilable ot Itips:/f
wiw,nber.org/papsrsfiv2 7555,

35 Seg, o.4. Tylar Atkhison & Alox Richiter,
vandemic Dlspropertionately Affects Women,
Minotity Labor Fores Paxticipation, hitps://
wividolasfed.orgfreseatahfesonomics/2020/1110
{Jast visitad May 9, 2021); Jared Bosnsteln & Janelle
Jones, Tha Impact of the COVID10 Recassion an the
Johs end Incamas of Persons of Color, hips:tf
wiav.chpp.orglsites/defavitifilesialoms/{files/6-2-
20bud 0, pdf {last visited May 9, 2021},

18 Americar Rescun Plan Act of 2021 {ARPA}, sac.
5901, Public Law 1172, codified o 42 U.5.C. 602
el seq. The term “state" as vsed in this
SUPPLEMENYARY WFORMATIOHN and doflned in section
502 of b Act means each of the §0 States ond the
Distrlct of Columbia, The tevim “tetrilory” as usod
in this SUPPLEMENTARY INFORMATION and defined in
section 003 of he Act meens the Commonweatth
of Puerto Rica, the Unitod States Virgin Islands,
Guan, the Commonwealth of Northern Marfana
Jslands, and Amerlcan Samoa, Tribal governmant is
dofinad in the Act and the Inlorim final xule to
masn "the recognized governing bady of eny Indian
or Alaska Nativs tribe, band, natfon, pueblo, village,
community, component band, or component
resorvation, sndbvldually identificd {including
perentholically) in the hist published mast recently
a8 of the data of enactment of the {Amerjcan Rescue
Plen Aot} pursuant to section 104 of the Fedorally
Rucagnized Indien Tribe List Act of 1094 {25 U,8.C.
5131]." See sactlon £02{g){7} of tho Socfel Security
Acl, 25 added by tha American Rascue Plan Acl. On
JTanuary 29, 2621, tho Bursau of Indisn Alfslrs
publishied a current st of 574 Tribal entities. Seo
86 IR 7664, January 26, 2021, The term “local
governmienls” as used fn this SUPPLENERYARY
IRFORMATION ncludos motropolitan cllies, couniins,
and nonantiiiement units of lacal govarnment.

1742 U.5.G. 001 el seq.

1 Geclions 602, 603 of the Act.

157 he CIE was aslablished by the section 601 of
the Act as addad by the Coronavirus Ald, Tolial,
and Economic Security Act {CARES Act), Public
Law 116138, 134 Siat, 281 [2020).

Through the Fiscal Recovery Funds,
Congress provided Stale, local, and
Tribal governments with signiflcant
resources to raspond to the GOVID-18
public health emergency end its
aconomic impacts through four
cetegories of sligible uses. Section 602
and section 608 contain the same
gligible uses; the primary difference
hetween the lwo sections is that section
802 establishes a fund for States,
territories, and Tribal governments and
section 603 estoblishes a fund for
metropolitan cities, nonentitlement
units of local government, and counties.
Sections 602(c}{1) and 803{c}{1) provide
that funds may be used:

{a) To respond to the public health
emergency or its negalive economic
impacts, including assistance to
honssholds, small businesses, and
nenprofits, or aid to impacted induslries
such as tourism, fravel, and hospitality;

{b) To respond to workexs performing
sssential work during the COVID-18
publc health emergency by providing
premium %ay to eligible workers;

{c) For the provision of government
services to the oxient 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

{d) To make necassary investments in
waler, gawer, or broadband
infrastructure,

In addition, Congress claxified two
types of uses which do not fall within
these four categories, Sections
602{c){2){B) an:d 603{c)(2) provide that
these eligible uses do not include, and
thus funds may not be used for,
depositing funds into any pansion fund.
Saction 602{c)(2)(A) also provides, for
States and territories, that the eligible
nses do not jnclude **divectly or
indirectly offseilting) a reduction in the
net tax revenue of [the] State or territory
resulting from a change in law,
regulation, or admintstrative
interpratation.”

The ARPA provides a substantial
{nfusion of xesources to meet pandemic
response needs and rebuild a stronger,
more equitoble economy as the country
vecovers, First, payments from the Fiscal
Reacovery Funds help to ensure that
State, local, and Tribal governments
have the resources needed to contime
to take actions to decrease the spread of
COVIR-19 and bring the pandemic
under control. Payments from the Fiscal
Recovery Funds may also he used by
recipionts to provide support for costs
incurred in addressing public health
and economia challenges resnlting from
the pandemie, including resources fo
offer pramium pay to assential workers,
in yecognition of their saorifices ovar the
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last yoar. Recipients may also use
payments from the Fiscal Recavery
Funds to replace State, local, and Txibal
government revenue lost due to COVID-
19, helping to ensuve that governments
can continue 1o provide needed services
and avoid cuts or layoffs, Finally, thess
resources lay the foundation for a
strong, equitable economie recovery, not
only by providing immediate economic
stabilization for households and
businesses, but also by addressing the
systemic public health and economic
challenges that may have contributed to
more severe impacts of the pandemic
among low-income communitias and
people of golor.

Within the eligible use categorias
outlined in the Fiscal Recovery Funds
provisions of ARPA, State, local, and
Tribal governments have flexibility lo
determine how best to use payments
from the Fiscal Recovery Funds to meat
the needs of theix communities and
populations. The interim final rule
factlitates swift and effective
implementation by establishing &
framework for determining the types of
programs and sexvices that ave eligible
under the ARPA along with examples of
uses that State, lecal, and Tribal
governments may consider. These nuses
build on eligible expenditures under the
CRF, including some expansions in
eligible taes to rospond fo the public
health emexgency, such as veccination
campaigns, They also reflect changes in
the needs of communilies, as evidenced
by, for exampls, naticnwide data
demonstraling dispropostionate impacts
of the COVID—19 public health
emergency on certain populations,
geographies, and economic sactors. The
interim final yule takes into
consideration these disproporlionate
impacts by recognizing & hrond range of
eligible uses to halp States, local, and
Tribal governments support the
families, businesses, snd communities
hardest hit by the COVID-18 public
health emergency.

Implementation of the Fiscal
Recovery Funds also reflect the
importaice of public input,
transparency, and accountability.
Treasury aeaks comment on all aspecls
of the interim final rule and, to better
facilitate public comment, has inaluded
spacific questions throughout this
SUPPLEMENTARY INFORMATION, Treasury
encourages State, lacal, and Tribal
governments in particular to provide
feedback and to engage with Treasury
regavding issass that may avise
regarding all aspects of this interim final
rule and Treasury's work in
administering the Fiscal Recovery
Tunds, In addition, the interim {inal
rule establishes cextain regular reporling

yequiremenis, including by requiring
State, logal, and Tribal governments to
publish information regavding uses of
Fiscal Recovery Funds payments in
thelr local jurisdiction. These reporting
requirements reflect the need for
transparency and accountahility, while
recognizing and minimizing the burden,
particularly for smatler lacal
governments, Treasnry uiges Stale,
territorial, Tribal, and local governments
to engage their constituents and
communities in developing plans o use
these payments, given the scale of
funding and its potential to catalyze
broader economic recovery and
rebuilding.

11, Eligihle Uses
A, Publie Health and Economic Impocels

Sections 602(c){1)(A} and 603(c)(1){A)
pravide significant resources for State,
torritorial, Tribal governments, and
counties, meiropolitan cities, and
nonentitiement units of local
governments (each referred to as a
recipient) to mest the wide xange of
public health and sconomic impacts of
the COVID-1¢ public health emergency.

Thasa provisions authorize the use of
payments from the Fiscal Recovery
Funds to respond to the public health
emergency with respact to COVID-18 or
its nagative economic impacts. Section
602 and section 6503 also desciibe
several kypes of uses that would be
respunsive to the impacts of the COVID-
19 public health emergency, including
assistance to households, small
buginesses, and nonprofits aud aid to
impacted industries, such as tourism,
travel, and hospitality.2?

Accordingly, 1o assess whether a
program or service is included in this
category of eligible uses, a recipient
should consider whether and how the
use wonld respond to the COVID-18
public health emergency, Assessing
whether a program or sexvice “responds
to’* the COVID-18 public health
emergancy Tequires the recipient to,
flvst, identify 2 need or negative impact
of the COVID-19 public health
smergency and, second, identlfy how
the program, service, ot other
intarvention addresses the identifiad
nead or impact. While the COVID-18
public health emergency affected many
agpects of American life, eligible uses
under this category must be in response
to the disease itself or the harmful
conseguences of the sconomic
disruptions resulling from ox
exagerbated by the COVID-19 public
health emexgency.

20 Seclions 602(a)(13{A), G03(c)(3)(A) of the Act,

The interim final rute implemants
these provistons by identiying a non-
exclusive list of programs or services
thai may be funded as responding to
GOVID-19 or the negative economic
impacts of the COVID-18 public health
smargency, along with considerations
for avaluating other potential uses of the
Fiscal Recovery Funds not explicitly
listed. Tha interim final rule also
provides flexibility for recipients to use
payments from the Fiscal Recovery
Funds for programs or services that ave
not identified on these non-exclusive
Tists but that fall under the terms of
section 602{c){1}{A) or 503{c)(1){A) by
responding to the COVID-19 public
health emergency or its negative
economic impacts. As an exampls, in
datermining whether a program or
service Tesponds to the negative
sconomic impacts of the COVID-18
public health emergency, the interim
final rule provides that payments from
the Fiscal Recovery Funds should be
desipned to address an economic harm
resulting from or exacerbated by the
public health emergency. Racipients
should assess the conneclion batwsen
ile negative acononic harm aud the
COVID-19 public health smergenay, the
nature and extent of that harm, and how
tha use of this funding would addrass
such harm.

As discussed, the pandemic and the
necessary actions taken to control the
spread had a severs impact on
households and amall businesses,
including in particular low-ingoms
warkers and communities and paople of
solor. While aligible uses under sections
602(a)(D{A) and 603(c){1)(A) provide
flexibility to recipienls lo identify the
most prassing local needs, Treasury
encourages recipients to pravide
assistance to those households,
businesses, and non-profits in
communities most disproportionately
impacted by the pandemic.

1. Responding to COVID-18

On January 21, 2020, the Canters for
Disease Control and Pravention (CDC)
identified the first case of novel
coronavirus in the United States.?? By
laie March, the virus had spread to
inany States and the fivst wave was
growing rapidly, centered in the
northeast,?* This wave brounght acute

21 Press Release, Centers for Discaso Gontrol and »
Pravention, First Travel-related Case of 2010 Novel
Coronavirus Deteclad in Untted States {fan, 21,
2020), hitps:/hwww.cde.govimediofroleases/2020/ -
po121-novel-coronoviras-fravel-cose.ml,

22 Aune Schuchat ot al., Public Health Responss
to tha Initiation snd Spread of Pandomic COVID~
14 iu the Unitad Stetes, Febraary 24-Aprll 21, 2021,
MMWR Morb Morlol Wkly Rep 2021, GO[10):561—
56 {Mny 8, 2021}, hitps:/fwunvedogovimmwe/
solumas/Gafwr/mmbi10e2 hon.
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strain on haealth care and public health
systerns: Hospitals and emergency
madical services struggled to manage a
major influx of patients; response
personnel faced shoriages of personal
protective equipment; lesting for the
virus was scavce; and congregate living
facilities like nursing homes and prisons
saw xapid spread. State, local, and
Tribal governments mobilized to
support the health care system, issue
public health orders to mitigate virus
spread, snd communicats safety
measures to the public. The United
States has since faced at least two
additional COVID-10 waves that
brought many similar challenges: The
gecond in the summer, canterad in the
south and southwest, and a wave
{hroughout the fall and winter, in which
the virus reached a point of
uncontrollad spread across the counlry
and over 4,000 people diad per day.??
By early May 2021, the United States
has experlenced aver 32 million
confivmed COVID-18 cases and over
§78,000 deaths, 24

Mitigating the impact of COVID-18,
including taking sctions to control its
spread and support hospitals and health
care workers caring for the sick,
continues to require a major public
health response from State, local and
Tribal governments, New or heightened
public heatth neads inclade COVID-19
testing, major expansions in contact
tracing, support for individuals in
isolation or quavantine, enforcement of
public health ordexs, new public
communication efforts, public health
surveillance (a.g., monitoring cass
Irends and genomie sequencing for
variants), enhancement to health care
capacity through alternative care
facilities, and snhancement of public
health data systems to mest new
demands or scaling needs, State, local,
and Tribal governments have also
supported major efforts to prevent
COVID-19 spread through safety
measures at key settings dike nursing
homes, scheols, congregate living
settings, dense worksifes, incarceration
geltings, and in other public facilities.
'This has included implementing
infection prevenlion measures ox
making ventilation improvemsnts in
congregata settings, health care settings,
or other key locations.

Other response and adaptation costs
include capital investments in public
facilitios to mest pandemic opsrational

23 Conters for Disease Conlrol 2and Pravenlion,
COVID Data Tracker; Tronds in Number of
COVI-16 Casas and Deaths in the US Reporied lo
€04, by StatofTewsltory, hitps:/feovid.eda.gov/
covid-data-fracker/iironds_dotlytrendscases (Jast
visited May 8, 2021}

241d.

needs, such as physical plant
{mprovemenis to public hospitals and
health clinics or adapiations to publia
huildings to implenent COVID~19
mitigation tactics. In recent months,
State, local, and Tribal governments
acrogs the country have mobilized to
suppozt the national vaccination
campaign, resulting in over 250 millian
doses administered to date,2s

The need for public health measures
1o respond to COVID-18 will continne
in the months and potentially yeaxs to
come. This inclndes the continuation of
the vaceinalion campaign for the general
putilic and, if vaccinations ave approved
for children in the futare, eventually for
youths. This also includes monitoring
the spread of COVID--18 vaviants,
understanding the impact of these
variants (sspecially on vaccination
efforts), developing approaches to
raspond. to thoss varlants, and
monitoring global GOVID-19 trends to
understand continued risks to the
United States, Finally, the long-term
health impacts of COVID-1% wilt

. contirmue to require a public health

rasponse, including medical sevicas for
individuals with “long COVID," and
research to undeystand how COVID-19
impacta future health needs and raiges
risks for the millions of Americans who
have besn infected.

Other areas of public health have also
been negativaly fmpacted by the
COVID-19 pandemic, For example, in
ong survey in January 2021, over 40
percent of American adults xeported
symptoms of depression or anxlaty, up
from 11 pexeent in the first half of
2018,26 The proportion of children's
emeigency department visits related to
mental health has also risen
noticeably.?? Similatly, xates of
substance misuse and overdose deaths
have spiked: Preliminavy data from the
€DG show a nearly 80 percent increase
in drug overdose mortality from
Saptember 2019 to Septembar 20202
Stay-at-home orders and other
pandemic responses may have also
reduced the ability of individuals
affectad by domestic viclence to access

#5 Cenlors for Bisansa Gontrol and Prevention,
COVID Date Trockor: COVID-16 Vageinatons in the
Unliod Stalos, Iipsi/feovid.cdogovicovid-datg.
tracker/Bvaccinations {last v;s[lu(!‘May B, 2021).

20 Panchatl, supra note 4; Murk £, Croisler et al,
Mental Healih, Substance Abuso, and Sufcidsl
Idoation During COVID-4¢ Pandemie— Uniled
Stales, Juna 24-36 2020, Morb, Morlal. Wkly. Rep.
60(32);1048-57 {Aug. 14, 2020), hilps://
winwedegav/minerfvolumes/88/wr/
mmbB932a1.him.

37 Laob, supranote 4,

128 Centers for Disease Prevoution and Control,
Natlona) Centar for Hestth Statistics, Provlsional
Drug Qvardase Death Counts, Atipsi/uwede.gov/
nchsfovssfvstr/drag-overdose-dotaitm (last visited
May 8, 2021).

services.?® Pinally, some preventative
public health measures like childhood
vaccinations have been deferred and
potentially foigone. 30

While the pandsmic affected
communities across the country, it
disproportionately impacted some
demographte groups and exacerbated.
health inequities slong racial, ethnic,
and socioeconomic lines* Ths CDC
has found that vacial and ethnic
minorities are at increased risk for
infection, hospitalization, and death
from COVID-19, with Hispanie or
Latine and Native American ox Alaska
Native patients at highest risk.32

Simtlarly, lew-income and socially
vulnerable communities have seen the
most severe health impacts. For
example, counties with high poverly
rates also have the highest rates of
infeclions and deaths, with 223 deaths
per 160,000 compared to the U.S.
average of 175 deaths per 100,000, as of
May 2621.%* Counties with high social
vulnerabilily, as measured by factors
such as poverty and educational
attainment, have also fared move poorly
than the national average, with 211
deaths per 100,000 as of May 2021.9%

- 28}¥egan L. Bvans, ot sl, A Pondemic within o
Pendemio-Intimate Partner Violence during
Covid-18, N. Engl. . Med. 393:2302--04 (Dzc, 10,
2020), avoilable at Mips:/hwvwiv.nsfm.orgldoi/fullf
10-1056/NERp2024048,

atJeanna M. Santoli el al., Bifecls of the
COViD-18 Pandemie on Reutine Pediatric Vaccine
Ordering and Adminlsiralion—Unftad States, hMorb.
Morlal, Wkly. Rep, 60(18):501-03 (May 8, 2020},
hitpsiffwnw.edegov/mmarivolumes/63he/
mmB91902.him; Marisa Lengdon-Embry elal,,
Notas from the Field: Rebound in Rowtine
Childhaod Vaccine Adminisiration Following
Peeline During the COVID-19 Pandemic—New
York Gity, March 1~June 27, 2020, Morb, Moztal.
Wiy, Rep, 69{30}:009-1001 (Jul. 31 2020), Mips://
wiw.cde.govimmwrfvolamesfegher!
mme23pad. him.

31 Office of the White House, Nattonal Strategy for
the COVID-18 Respongs and Pandemic
Properedness {fan. 21, 2021), hitps:/
wivw.ivhilehouse.gov/wp-sorlentiuploads/2021/01/
National-Strofegyfor-the-COVID-19-Response-and-
Pandemic-Preporadness,pdf.

a2y a study of 13 states fram October to
HNecember 2020, the G0G found thet Hispanic or
Laline end Natlve Ameticen or Alaska Native
individuals wore 1.7 times mora likely Lo visil an
emorgency raem for COVID-19 than While
individuals, and Black individuels were 1.4 limes
mars likely 1o do so then White individuals, See
Romanag, supra note 10,

23 Cantars for Disaasa Contro) and Prevention,
COVID Data Trackoer: Tronds 1y COVID-18 Cases
and Deaths in the United States, by Gounly-Jeval
Populatlon Factors, hiipsif/covidiede.govicovid-
data-teacker/Rpop-factors_totaldeaths {last visited
May 8, 2021),

31 Tha CHC's Soclat Vulnecability Index includes
fifteen varizbles measuring social valnerability,
including unomploymant, poverty, education
lavals, single-perent housoliolds, dissbility status,
nan-Engltsh speaking housoholds, crowded
housing, end teansporiation ageess.

Centers for Diseasa Contrel and Pravontion,
COVID Data Tracker: Trends in COVID-19 Gases

Comifnunod
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Over the last year, Native Americans
have experienced mors then one and a
half tires the rate of COVID-19
infections, more than triple the rate of
hospitalizations, and more than double
the death rate compared to While
Americans.®8 Low-ingome and minority
gommunities also exhibit higher rates of
pre-existing conditions that may
contribute to an increased risk of
COVID-18 mertality.®®

In addition, individuals living in low-
income communities may have had
more limited ability o socially distance
or to selfisolate when i1, xesulting in
faster spread of the virus, and were
over-repiesenied among essential
workers, who faced greater risk of
axpogure.s? Sooial distanoing measures
in rasponse to tha pandemic may have
also exacerbated pre-sxisting public
health challengss, For example, for
children living in homes with lead
paint, spending substantially more tme
at home raises the risk of developing
alevated blood lead levels, while
screenings for elevated blood lead levels
declined during the pandemic,®® The
combination of these underlying social
and heatth valnerabilities may have
conteibuted to more severe public health
outeomes of the pandemic within these
communities, resulting in an
axacerbation of pre-existing disparlties
in health ontcomes,®®

and Deaths In the Uniled States, by Soctal
Vulnorabllity Index, Mips:/feovidicde.govicovid-
data-frackerftpop-faciors tolaldeaths tast visited
May 8, 2021},

35 oyt lers for Disease Contzol and Provention,
Risk for COVID-18 Infection, Hospitalization, and
Death By Race/Bthnielty, https:/vwavede.gov/
corenavires/2018-neov/covid-dotalinvestigalions-
d[smwzry}hosrilnlizalion-d.eafh-by—mce-
athnieity.himl (last visited Apr. 26, 2021},

36 Sgg, e.g., Centers for Dissase Coulrel and
Praventian, Risk of Severe Nlness or Death from
COVID-14 {Dac, 10, 2026), hiips:f/wwedo.gov/
covonavirus/2019-ncovicommunily/hoalth-squity/
ragigl-ethnic-disparitios/dispovities-iiness.itml
{lasl visited Apr. 28, 2021},

37 Milena Almagro et al., Reclal Disparlties in
Frontline Workers and Houslng Crewding Dusing
COVID-1%: Bvidence from Geolocatian Data {Sopt.
22, 2026}, NYU Stern School of Business
({oxtheoming), available at https:/fpapers.ssm.com/
sol3/papers.cfimfabstract_id=3695248; Grage
McCormack el al,, Economic Vulnerabilily of
Hauschiolds will Essential Workers, JAMA
324{4):308-80 (2020), availablo of hilps:t/
Jamanehvorkcom/jonrnalsfjama/fullarliche!
2767830,

30 Seg, a4, Joseph G. Courtney ol al,, Decreases
fn Young Childron Who Received Blood Lead Lovel
Tosling During COVID-10—34 Jurlsdictions,
January-May 2020, Morh. Most. Wkly, Rep.
70{6):165-61 (Feb. 5, 2621}, hitps://www.cde.gov/
nrmwrfvolumas/?70fvr/fmm7o0se2.him; Bmily A
Benfer & Lindsay ¥. Wiley, Heslthi Juslice Stzategies
1a Combiat GOVIR-18t Protecling Volnerable
Communitiss During e Pandemia, Health Affaivs
Biog {(Mar. 19, 2820), hitps:ithanvhoalthaffairs.orgl
do/16,1277/1iblog20200318.757083/full/.

39 Sep, £.4, Centers for Diseose Conltrol end
Prevenliou, supra note 34; Denler & Wilay, supra

Eligible Public Heulth Uses. The
Tiscal Recovery Funds provide
resourees to meet and address these
emargent pablic health needs, including
throngh measures to counter the spread
of COVID-19, through the provision of
cars for those impacted by the virus,
and through programs or services thet
address digparities in public health that
hava been exacerbated by the pandemic,
To faciliteta implomentation and use of
payments from the Fiscal Recovery
Funds, the interim final rule identifies
a non-sxclusive list of eligible uses of
fimding to vespond to the COVID-19
public health emergency. Eligible uses
listed undor this section build and
expand tpon permissible expendituves
under the CRF, while recognizing the
differencas between the ARPA and
GARES Act, and recognizing that the
response to the COVID-19 public health
emergency has changed and will
continue to change over time. To assess
whether additiona} uses would be
eligible under this category, recipients
shounld identify an effect of COVID-18
on public health, including either or
hoth of immediate effects or effects that
may menifast over months or years, and
assass how the usé wauld respond to or
address the identified need.

‘The interim final rule identifies a
non-exclusive list of uses that address
the effects of the GOVID-18 public
health emergency, including:

« COVID-19 Mitigation and
Prevention. A broad rangs of sexvices
snd programming are needed to contain
COVID-19, Mitigation and prevention
afforts for COVID-18 include
vacgination programs; medical carg;
testing: contact tracing; support for
isolation or quaraniine; supports for
vulnarable populations (o access
medical or public health sexvices:
public health surveillancs {e.g,
manitoring case trends, genomic
sequencing for variants); enforcement of
public health orders; public
communication efforts; enhancement to
health care capacity, including through
alternative care facilities; purchases of
peraonsl protective equipment; support
for prevention, mitigation, or other
services in congregate living facilities
{8.g,, nursing homes, incarceration
settings, homeless shelters, group living
facitities} and othoy key settings like
schools; 59 ventilation improvements in

nota 38; Nathentel M. Lewis ot al,, Disparitiesin
COVID-18 Incidence, Hospitalizaltons, and Tesling,
by Aroa-Loval Deprivation—Utah, March 3-july 9,
2020, Morb, Mortal, Wkly. Rep, 69{36):1369-73
{Sept, 26, 2020), Mipsiffwnav.ede.govimmus/
volumes/68/wrfmms938ad lm,

10 This includes iiplenenting witigation
strategles consistent with the Contors for Disedss
Control mid Prevention's (COC} Operational

congregate seltings, health care settings,
ar other key locations; snhancement of
public houlth data systerns; and other
public health responses* They also
inchide capital invesiments in publis
facilities to mest pandemic oparational

" yieeds, such ag physical plant

fmpravements to public hospitals and
health clinics or adaptations to public
buildings to implement COVID-19
mitigation tactics, These COVID-19
prevention and mitigation programs and
services, among others, wera eligibls
expenditures undex the CRF and are
eligible nses under this category of
eligible uses for the Fiscal Recovery
Funds.4?

s Medicol Expenses. The COVID-19
public health emsargency continues to
have devastaiing effects on public
health; the United States continues to
average hundreds of deaths per day and
the spread of now COVID-19 varfants
has raised new risks and genomic
surveillance needs.*? Moreover, our
understanding of the potentially sericus
and long-term effects of the virus is
growing, including the potential for
symptoms like shortness of breath to
continua for weeks or months, for multi-
organ impacts from COVID-19, or for
post-intensive care syndrome.i4 State
and local governments may need to
continue to provide cavs and services to
addvess these near- and longer-term
needs, 35

Strategy lor K42 Schools threngh Phased
Pravention, aveilahle at htips//ivinv.ede.gov/
coronavirus/2019-neavieommunilylschools-
childcare/oporation-stralagy B,

41 pfany of thesa expenses ware also eligible in
tho CRE, Generally, funding uses eligible under CRF
as a response to Lhe direct puble health impacts of
COVID-18 wilk canlinus to be oliglils under the
ARPA, including those nol expllclily listad heve
{e.g., lelemsdicing costs, costs lo factlitate
eompliance with public health orders, disinfaction
of public araas, faciltating distancs learning,
increased solid waste disposal needs related 10 PPE,
paid sick and paid family and medical leave to
public employess to anable compliance with
COVID-19 publie health precautions), with the
follawing two exceptions: (1) The standard for
aligthttity of public health and safely payrolls hae
besn updated (see section 1LA of this
SUPPLEMENTARY INFORMATION) and (2} expsnses
rolated fo the Issuanco of tex-anticipalion notes are
no longer an oligible funding use {see discussion of
dabt service in sectlon 1L of this SUPPLENENTARY
[HFORMATION),

1z Cpronavirus Relief Fund for States, Tribat
Governments, and Cerlain Eligible Local
Governments, 86 PR 4162 {Jen. 35, 2021}, oveilablo
al Mips:/fhome freasury.gov/systomifiles/136/CRP-
Guidance-Federal-Register,_2021-08827.pdf,

43 Ganters for Disease Control and Pravention,
supra note 24,

44 Centers for Disease Control and Pravention,
Long-Term Effects (Apr. 8, 2021}, Mips:if/
wiav.edogovicoronavirus/2019-ncovilong-term-
affecis.Jitm? {last visited Apr. 28, 2021).

45 Pyvguant 1o 42 CFR 433,61 and 45 GRR 75.306,
Fiscol Recovery Funds may not serve as a Stata or
lanality's contribution of cerlain Federal funds,
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+ Behavioral Health Care. In addition,
naw or enhanced State, loeal, and Tribal
govarnment services may be neaded to
raeet behavioral health needs
axncerbated by the pandernic and
respond to other public health impacts.
Thesa services include mental health
treatment, substanca misuss treatment,
other hehavioral health services,
hotlines or warmlines, crisis
intervention, overdose pravention,
infectious disease prevention, and
services or sutreach to pramots access
to physical or behavioral health primary
care and proventative medicine,

s Public Health and Safely Staff.
Treasury recognizes that responding to
the public health and negative sconomic
impacts of the pandemic, including
administering the services dascribed
ahove, Tequires a substantial
commitmant of State, local, and Tribal
government human resourges, As 8
resull, the Fiscal Recovery Funds may
be used for payroll and coverad benefits
expenses for public safety, public
health, health care, human services, and
similar employess, to the extent that
thejr services are devoted to mitigating
or responding to the COVID-19 public
health emergency,*® Accordingly, the
Tiscal Recovery Funds may be used to
support the payroll and covered henefits
for the partion of the employee's lime
that is dedicated to responding to the
COVID-19 public heelth emergency. For
adminislrative convenience, the
recipient may consider public health
and safety employees Lo be entirely
devotad to mitigating or responding to
the COVID-~19 public health emergency,
and therefore fully covered, if the
employee, or his or her apsrating uanit
or diviston, is primarily dedicated to
rasponding to the GOVID-14 public
health emergency. Reclpiants may
consider other presumptions for
assessing the extent to which an
employee, division, or operating unit is
engaged in activities thel respond to the
COVID-19 public health emergency,
provided that the recipient regssesses
periodically and maintains records to
support its assessment, such as payroll
records, attestations from supervisors or
staff, or vegular work product or
correspondence demonstrating work on

46Tn ganeral, i€ an employea’s wagos and salaries
ara an eligible usa of Fiscal Recavery Funds,
reeipients may treal the smployee's covarad
hsnefils as an sligible ves of Fiseal Rovovery Punds,
For purposos of the Fiscal Recovery Funds, covered
banefils include costs of alt ypes of leave (vacation,
family-rolated, sick, military, beroavement,
sahbaticel, jury duty), employss insurance {health,
life, dental, vistan), reliroment {pansions, £01L1)),
unemployment bengfit plens {Eedarnl ond stats),
workers compensalion fhetronce, ond Federal
Tnsurance Coniributions Act (FICA) taxes (whic)
Iactudes Seoial Securily snd Medicure taxes),

the COVID-14 response. Recipients
need not routinely track staff hours,

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

Eligtble Uses to Address Disparities in
Public Health Outcomes. In addition, in
recognition of the dispropertionate
impacts of the COVID-1% pandemic on
health cutcomes in low-income and
Nalive American communities and the
importance of mitigating these sffects,
the interim final rule identifies a
broader range of services and progams
that will be presumed to be responding
to the public health emergency when
provided in these communities.
Specifically, Treasury will presume that
cartain types of services, outlined
helow, are eligible uses when provided
in a Qualified Census Tract {QCT),*" to
families living in (QCTs, or when these
soruices are providad by Tribal
povernments.*® Recipients may also
pravide these services to other
populations, houssholds, or geographic
arens that are disproportionately
impacted by the pendemic. In
identifying these disproportionately-
impacted communities, recipients
should be able to support their
determination that the pandemic
tesulted in disproportionate public
jrealth or aconomic ouicomes to the

7 Qualified Census Tracts sre a common, readily-
accessible, and geographicaily gramular mothod of
identifying communities with a largs propostion of
Jow-income restdents. Using an exisling measute
may spasd fmplementation and deorease
sdministrative burden, while fdentifying areas of
nond at a highly-localized lavel,

Wil QGTs aro en offective Lol gencrally, many
tsibal comununitles have houscholde with a wide
range of income lavels due $n part 1o non-tribal
member, high ncome restdents living in the
community, Mixed hcome communities, with a
significant share of iefbal membors at the lowast
lavols of income, ara often nel included as oligible
QCTs yot sibel residsnts ere experioncing
disproporiionsate impaots duo ta the prndomie.
Therefore, including ali services provided by Tribal
governmonls is & more offcolivemeans of ensuring
that disproportionataly impacted Trihe! members
can rageive services.

+811,8. Depariment of Housing and thban
Development (HUR), Qualified Gensus Teacls and
Difficuit Development Axags, hilpsi//
wiviv, huduser.gov/portalfdoluselsfget. himl (last
visited Apr. 26, 2021); 3.5, Department of the
Intesior, Buraait of Indian Affaixs, Indian Lends of
Federally Recognized Tribes of tho United States
{Jung 2018), hilps://onve.bin govisilas/biagovifiles/
assals/bialotsfwableam/pdffidc1-628635.pdf (inst
visited Apr. 26, 2021).

spesific populations, housahalds, or
geographic areas to be servad,

Given the exacerbation of health
disparities during the pandemic and the
role of proe-existing social vulnexrabilities
in driving these disparate outcomes,
garvices to address health disparities are
presumad to be responsive to the public
healih impacts of the pandemic.
Specifically, recipisnts may use
payments from the Fiscal Recovery
Funds to facilitate access to resouvces
that improve health outcomes,
including sexvices that connact
residents with health care resources and
public assistance programs and build
healthier environments, such as:

+ Funding communily health workers
to help community members access
health servicas and services to address
the social determinants of health; 49

» Funding public benefits navigators
0 assisl communily members with
navigating and applying for available
Federal, State, and local public benefits
or services;

» Housing servicas to support healthy
Yiving environments and neighborhoods
conducive to mental and physical
wellness;

» Ramediation of Jead paint or other
lond hazavds to reduce rigk of elevated
blood lead levels among children; and

s Evidence-based community
violence intervention programs to
prevent violence and mitigate the
increase ju vislence during the
pandemin.®?

© 2. Responding to Negative Economic

Impacts

Impacts on Households and
Individuals, The public heaith
emeigency, including the necessary
measnras taken to protect publc healtly,
resulted in significant sconomic and
financial havdship for many Americans.
Ag businesses closed, consumers stayed
home, schools shifted to remote

40Fhe soclal doterminants of health are the social
snd envitanmental conditions that sffect hoalth
culcomes, specificolly cconomis stabilily, health
caro accass, soctal conlext, neighborhoods and built
anvironment, md education access. See, &.g., U.S.
Deparlmen of Health and Husnan Services, Office
of Disense Prevaption and Health Promotion,
Hozithy Beople 2030: Saclal Detevminants of
Heallh, hilps:/fhealth.goviheolthypoopla/objeviives-
and-data/sociokdeferminants-healih {lasl visited
Apr. 26, 2021).

50 (National Commission on COVII-19 and
Griminal Juslice, Impact Reporl: GOVID-19 and
Crlme {Jan. 31, 2021), htips://
covid18,counclloncf.org/2021/01/31/impaet-repor!-
covfd-19-ond-crime-3/ [showing a spike in
homicide and assaults); Brad Hosstup of al,,
Alarming Trends in US domastic viclence during
the COVID-14 pandemic, Am, ], of Bmerg. Med,
3a{12): 2763-56 [Coe. 1, 2020}, avallable al https:/
warw.gferajournal.cont/article/S0735-
8757{20§30307-7/fulltexi {showing a spike in
domestic violence).
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education, and travel deslined
precipitously, over 20 mnillion jobs were
lost in March and April 2020.51
Although many have returned to work,
as of April 2021, the sconomy remains
8.2 million jobs below its pre-pandemic
Faak,ﬁﬂ and more than 3 million workers
wva dropped out of the labor markst
altogether relative to February 2020.53
Rates of unemployment are
particularly severe among workers of
galor and workers with lower levels of
educational attainment; for exampla, the
overall unemployment rate in the
United States was 6.1 percent in April
2021, but cartain groups saw much
higher rates: 8,7 parcent for Black
workers, 7.8 percent for Hispanic or
Latino workers, and 9.3 percent for
workers without a high school
diploma.5* Job losses have also been
parlicularly stesp among low wage
workers, with these workers remaining
furthest ftom recovery as of the end of
202055 A gevers recassion—and ils
concentratad impact emong low-income
workers—has amplified food and
housing insecurily, with an sstimated
nearly 17 million adults living in
households where there is sometimes or
often not encugh food to eat and an
sstimated 10,7 mitlion adults living in
households that were not gurrent on
rent.58 Over tha course of the pandemic,

s11),5, Burean of Labor Stalisties, All Bmployess,
Tota} Monfarm {PAYEMS), raleleved from FRED,
Tedoral Reserve Bank of St Louis; kitps:f/
Jfrod.stlanisfod.ovglserios/PAYEMS {last visited May
8, 2021).

52 fef,

5317.%. Boreau of Labor Statistles, Givilian Lebor
Force Level [GLF160V}, ratrleved from FRED,
Pedera} Resarve Bank of St Louls, hiips://
frad.stauisfed.orgleorles/GLE160V (last visited May
6, 2021).

541},8, Bureau of Labor Statlstics, Labor Fovee
Statistics from the Gurrent Population Survey:
Employment slatus of the clvitien population by sex
andp pge (May 8 2021), https:ffanvw.bls gov/
nows.reloasefempsit 101.him (last visited May D,
2021); U8, Buresu of Labor Statistics, Labar Porea
Statistics from the Gurrenl Population Survey:
Employment status of tha elvilien noninstitutionst
populction by raca, Hispanic or Lotino cthnicity,
sax, ond age {May 8, 2021}, httpse//wavw.bls.gov/
weblempsitfepsseadd. him (last visited May 8,
2021); U.S. Buroan of Labor Statistics, Laber Force
Statisties fram the Curtent Population Survey:
Enployment stetus of the efvilian nordnstitutional
populalion 25 yerrs and ovor by sducational
attafnment (May 8, 2021), htipsi//wwre.bls.goviivab!
empsh/epseeats.iim {lost visited May 8, 2621).

s5Hse Gould & Jorl Kandra, Wages graw in 2020
hiecauss the bollom foll out of the Jow-wage lshor
mavkel, Roonomie Policy Institute {Feb, 24, 2021),
hitps:Hfiles.ephorg/pdf/219418.pdf. See also,
Michaal Dalton et al., The K-Shaped Recovery:
Examining the Diverging Fortunas of Werkers in the
Recavery from the COVID-18 Pandomic using
Business and Houseliold Survay Microdata, U.8,
Bureau of Lebor Statistics Working Paper Serfes
(Feb, 2021}, Ittps:/funpw.bligoviosmrtresearch-
papers/2021/pdffec210020.pdf.

58 Center on Budget and Palicy Priotliias,
Tracking the COVID--19 Recession's Effects on

ineguities also manifested along gender
Iines, as schools closed Lo in-psrson
activities, leaving many working
families without child care during the
day.5” Women of celor have been hit
especially hard: The lahor force
participation rate for Black women has
fallen by 3.2 percentaga points %¢ during
the pandemic as comparaed to 1.0
percentage points for Black men 5% and
2.0 percantage poinis for White
women,?

As the sconemy recovers, the effects
of the pandemic-related recession may
continue to impact households,
including a risk of longer-term effacts on
sarnings and economic potential. Fox
example, unemployed workers,
sspscially those who have experienced
longer petiods of unemployment, earn
lower wages over the long texm once
sehived.61 In addition to the labor
market consequences for unemployed
workers, recessions can alse cause
longer-term economic challanges
through, among other factors, damaged
consumer credit scores 52 and reduced
familial and childhood weltbeing.63

Food, Housing, snd Bmployment Hardships,
Mipsiffuwchipp.ovgliasesrchipoverly-and-
Incyuolity/iracking-ihe-covid-19-recessions-effects-
on-food-liousing-and (last visited May 0, 2021),

57 Wamen hevo ceveied a Jatger share of childoara
respongibilities than men during the COVID-13
crlsts, Sea, 8.4, Goma Zamerco & Marin J, Prados,
Guander difforencas In couples’ division of
childcare, work snd montal Leaith durdng COVID-
18, Rev, Beon, Household 19:31-40 (2021),
availoble at hitps:/flink.springer.com/ariicle/
10,1007/511150-020.09534-7; Tilan Alon el al., The
Fupact of COVID-19 an Gender Equality, National
Bureau of Economic Research Working Papar 26847
{April 2020), avatloble at hil ps:tfwivw.nber.org/
pupers/iv2Ga47.

§01],8, Bureau af Labor Statlstics, Lobor Verce
Patlioipation Rate—20 Yrs. & Over, Black or Aftlcan
Amarican Women {LN$11360032}, zelrisvad from
WRED, Federal Reserve Bank of S Louls; hitpsi//
Fredsilovisfed.orglserfes/LNS 11300032 (st visitad
May 8, 2021).

887).5, Buroau of Lahor Stalistics, Labor Force
Parlfolpation Rale—20 Yrs, & Over, Black or African
American Meu [ENS11300031], retrloved from
PRED, Fedoral Reserve Bank of S Louts; hitps://
fred.silouisfad. org/series/LNS11300031 Qest vistad
May 8, 2021}, .

50 (1,8, Bureau of Lahor Statistics, Labor Porce
Paritelpation Rata—20 Y15, & Ovaer, White Women
{ENS11300020], relrleved fram PRED, Federal
Reserve Bank of 81, Louls; htipsit/
fred.stionisfed.org/sories/LNS 11308024 (last visitad
May B8, 2021).

81 See, o.4., Michaol Greonsione & Adam Loonay,
Unemplaymont aied Barnings Lossea: A Look at
Long-Term Impacis of the Great Recassion on
Amorlcan Workess, Brookings Tastitution (Nov. 4,
2001), https://wvav.brookings.eduiblog/fabs/2011 /
11/04/unemploymontund-goenings-losses-o-look-
at-Jong-term-iinpacts-of-the-great-recession-on-
americon-workers/,

62 Chi Chl W, Solving the Gradit Conundrum:
Helping Conswiners’ CrecHl Records Tmpafrad by the
Foreclosure Orisis and Grest Recesslon (Dec. 2013),
hHps.‘//wwn'.na!c.orgl!magcslprif/m‘edﬂ__rcpor.!s-/
repork-eraditf-conundram-2013.pif.

D Yrwin Garlivkel, Sara McLansahon, Clivistephor
Wiizer, eds., Children of tha Great Recession,

These potential long-term economic
consequences underscors the continued
need for robust policy suppoxt.

Impacts on Businesses. The pandemic
has also severely impacted many
businesses, with small businesses hit
especially hard. Small businesses make
up nearly half of U.8. private-sector
amployment ®4 and play a key rols in
supporting the overall economic
recovery as they are responsible for two-
thirds of net new jobs.5 Shuce tha
beginning of the pandemic, however,
400,000 stall businesses have closed,
with many move at ¥lsk.5¢ Sectors with
a large share of small business
amployment have been among those
with the most drastic drops in
employment.8” The nagative outlook for
small businessas has continued: As of
April 2021, approximately 70 percent of
small buginesses reported that the
pandemic has had a moderale or laxge
Tiagative effect on their business, and
over a third expect that it will take over
& months for thelr business to return to
their normal level of operations.&d

This negative outlook is likely the
result of many small businesses having
facad perlods of closure and having seen
declining revenues as customers slayed
home.53 In general, small businesses can
face greater hurdies in accessing
credit,”¢ and many small businesses
were already financially fragile at the
outset of the pandemic.”! Non-profits,
which provide vital services to
communities, have similarly faced

Russell Saga Foundation {Aug, 2018), available al
hitps:fhnew.rossellsego.org/publicetions/children-
greal-recesston.

81 Board of Goveriors of the Federal Reserve
Syslem, supro nola &

851,85, Small Business Administzation, Office of
Advooacy, Small Businesses Ganorate 44 Perent of
U.5. Economic Activity {Jan, 36, 2019), htips:i//
advosacy.sho.govi2018/01/30/small-businesses-
generate-dd-percont-of-u-s-goonomic-gelivityl.

o6 3iden, supronata 8,

o7 Dantel Wikmoth, (1.8, Small Busiitess
Administration Office of Advocacy, The Effects of
the COVID—108 Pandemic on Smell Businesses, Issus
Briafl No. 16 {Mar. 2021), evailable at hitps://
ednadvecasy.sha,govivp-contedfuploads/2021/
08/02112518/COVID-18-Tmipact-On-Small-
Business.pdf.

80115, Census Buroay, Small Business Pulse
Survay, htips:/iportal.census.goviplse/dataf {lasl
visited May 8, 2021}

&8 Olvia 8. Kim et al.,, Rovonue Collapses snd the
Consumption of Smell Business Ownexs in the
Racly Stages of the COVID-10 Pandemia (Now.
2020}, hlps:fwwvaiber.orglpapershv20151.,

70 Seo 0.8, Board of Governors of the Fedoral
Reserve System, Reporl to Congress on Lhe
Avatlohilily of Cradit lo Small Businesses (Sapt.
2017}, aveilable al hiips://www.federalreserve.gavl
publications/2017-seplember-availability-of-credit-
to-smoll-businesses.htm.

7t Alexander W, Barlik ol ul,, Tha Impact of
COVEID-19 on sl businass outcomes and
axpactotions, PNAS 117{30): 17056-68 {July 28,
2020), available al hltps/finviv.pnos.crgleonlant/
117/30/17658.
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sconomic and financial challenges due
to the pendemic.??

Impacts 1o Staie, Local, and Tribal
Governmants. State, local, and Tribel
govexnments have falt substantial fiscal
pressures. /s noted above, State, local,
and Tribal governments have faced
significant revenus shoxtfalls and
remain over 1 mnillion jobs below their
pre-pandemic staffing levels.” These
reductions in staffing may undermine
the ability to deliver services effectively,
as waell as add to the mumber of
unemployed individuals in their
jurisdictions.

Bxacerbation af Pre-existing
Disparities. The COVID-19 public
health emergency may have lagting
negative effacts on economic outcormes,
particularly in exacerbating disparities
that existed prior to the pandamic.

The negative sconomic impacts of the
COVID-19 pandemic are particularly
pronounced in certain communities snd
Tamilies. Low- and moderate-incoms
jobs make up a substantial portion of
both total pandemic job losses,? and
jobs that require in-person frontline
work, which are sxposéd to greater risk
of contracting COVID-19.75 Both factors
compound pre-existing vulnerabilities
and the Hkelihood of food, housing, or
other financial insecurity in low- and
. moderate-income families and, given
the concentration of low- and moderate-
incorne families within certain
communities,”® raise a substantial risk
that the sffects of the COVID-19 publie
health smergency will be amplified
within these communitiss,

These compounding effect of
recessions on concentrated poverty and
the long-iasting nature of this effect
wera abserved after the 2007-2009
recession, including a lavge increase in
concentrated poverty with tha number
of people Hving in extrernely poor

-

72 Faderal Roserve Dank of San Francisco, fmpacts
of COVID-18 on Nenprofits in the Western United
States (May 2020), htips:fiwww.frbsf ong!
commimity-developmentifileslimpact-of-covid-
nonprefits-serving-weslern-unitod-stotes, pdj.

v3 Bureau of Lobar Stalistles, supra note 8; Blijal
Maoreno & Heather Sobrepena, Tribat entities remain
rasilient as COVID-19 baltors thefr finances,

Tedoral Reserve Bank of Minneapolis {Nov. 10,
2021}, hitps:ffwwv.minneapolisfed.orglarticlel
2020/ iribal-entities-Tenioin-rosilleni-as-eovid-19-
batlors-thelr-finances.

#4 K Parker ot al,, Beonomic Fallout from
COVID-19 Continues o Bit Lowsr-Jucoms
Amevicans the Hardest, Paw Research Center {Sept.
24, 2020), kitps:/ivany,pewresearch.orgfsociol-
Irendsf2020/08/24/economic-fellout-from-covid-19-
confimtes-fo-Fit-Jowersncome-americans-the-
hordestf; Gould, supra note 58,

75 Sns infra Section ILH of this Supplementary
Information,

7aglzabath Knashons, Thi Changing peography
of US poverty, Brookings Institution [Fab, 18, 2017],
hitpsdivnebroakings eduflestimoniesi/the
changling-geagraply-of-us-poveriy/,

neighborhoods more then doubling by
2010-2014 relative to 2000.77.
Concentrated poverty has # xange of
deleterious impacts, including
additional burdens on families and
reduced economic potential and social
cohesion.”® Given the disproportionate
impact of COVID~149 on low-incoma
households discussed above, thereis a
rigk that the current pandenic-induced
recession could further increase
concentrated poverty and cause long-
torm demage to sconomic prospecls in
naigﬁuhorhoods of concenivated poverty.
Ths negative economic impacts of
COVID-18 also includs significant
impacts to children in
disproportionately affected families and
include impacts o education, health,
and welfare, all of which contributs to
long-term economic cutcomas,?? Many
low-incomse and rinority students, who
ware disproportionately served by
remote or hybrid educaiion during the
pandemic, lacked the resources to
participate fully in verote schooling or
live in households without adults
available throughout the day to assist
with online coursework,8? Given thess
irends, the pandemic may widen
educational disparities and worsen
outcomes for low-income students,®* an

"7 Elizabath Kneebonas & Nalalie Holmes, U.5.
concantrated povarly in the wake of {he Great
Renossion, Braokings Institution (Mar. 81, 2018},
https:ffivany.brookings.edu/resoarchiu-s-
conconfrated-povarly-in-the-woka-af the-greal-
recession/,

76T3avld Brickson ot a1, 'Fho Enduring Chsliongs
of Concentrated Povarly in America; Gase Studics
from Communities Across the 1.8, {2008), available
at Mtpsi/hwinwvfrbsforg/community-developmeni/
Jiles/op_fdireport.pdf.

7oEducational quality, as sarly as Kindergarten,
has 4 long-term impacl on children's public health
and aconomic suteomas. S2e, &.g., Tyler W, Walls
ol o}, The Cliicogo School Readinoss Projecl:
Exemining the long-tesm impacis of an sarly
shildhood interventlon, PLoS ONE 13(7) {2018),
aveilabla at hitps:idijovrnals.plos.ong/plosane/
article?id=10.1371journal,pone.0200142;
Opportunity Insights, How Can We Amplify
Education as on Euging of Mobility? Using big data
1o help childron got the most from school, https://
opporinnityinsights.orgfeducation/ {last visitad
Agpr. 26, 2021); 1.5, Dopastment of Health and
Human Servicas (HHS), Office of Dlsesse
Preventlon and Health Promation, Early Childhood
Duoveloprmont and Edveation, kttps://
wivwy, haolthypeopla.gov/2020/iepics-objectivos!
topiclsocial-dolorminenis-heolthfintervenlions-
resowreas/early-childhood-development-and-
educalion tlast visited Apr. 26, 2021},

0 Seg, o8, Bacher-Hicks, supra note 14,

1 A Papasinonl of Bducalion survey found that,
as of Pobruary 2021, 42 percont of fourth grade
students nationwidn were offered only remote
educallon, comparad to 48 percont of ecanomically
disadvantaged studants, 54 percent of Black
slndents and 57 percent of Hispanic students, Lexge
districls often dispraportionatoly sorve lovw-income
students, See Institule of Education Scteincas,
Monihity Sclioo! Sutvey Dashboord, hiips://
tes.ed.gov/schoolsurvey/ (lastvisited Ayr. 26, 2021).
In suininer 2020, a review found that 74 pexcent of
tlsa tavgest 100 disteicts chose romata learnfug ouly.

affect that would substantially impect
their long-term economic outcomss.
Increased economtie strain or matevial
hardship due to the pandamic could
also have a long-texm impact on health,
edncalional, and economic outcomes of
young children.?? Evidence suggests
that adverse conditions in early
ghildhood, including exposure to
poverty, food insscurity, housing
ingecurity, or other economic hardships,
ars garticulaﬂy impactful o3

The pandamic’s disproportionate
economic impacts ars also seen in
Tribal communities across the
coumtry—for Tribal governraents as wall
as families and businesses on and off
Tribal lands. In the emly months of the
pandemic, Native American
unemployment spiked to 26 porcent
and, while partially recovered, remains
at nearly 14 percent,® Tribal enterprises
are a sipnificant source of revenue for
Fribal govexnments ta support the
provision of government services. Thase
enterprises, notably concentrated in
gaming, tourism, and hospitality,
fraquently clased, significantly reducing
both revenues to Tribal governments
and employment, As a result, Tiibal
governments have reduced essential
services to their sitizens and
communities,?s

Eligible Uses. Sactions 602{cH1}A)
and $03(c)(1)(A) permit use of payments
{rom the Fiscal Recovery Funds to
raspond lo the negative economic
tmpacts of the GOVID--18 public health
emergency. Eligible uses that respond to
the negative economic impacts of the
public health emergancy must be
designed to address an economic harm
resulling from or exacerbated by the
public health emergency, In considering
whether a program or service would bs

Sas Education Week, School Distrlols® Reopening
Planss A Snapshol {ful, 15, 2020}, hilps://
wivw,edivgek.org/leadership/school-districls-
reapening-plans-a-snapshot{2020/07 (last visited
May 4, 2021}

82 H{HS, supra nate 74,

83 Hrokazu Yoshikawa, Effacts of the Globsl
Coronavirus Disense—2019 Pandenic on Barly
Ghildhood Devolopment: Short- and Long-Tem
Risks and Mitigating Program and Polley Actions,
J. of Pedlatrics Vol, 223:188-93 {Aug. 1, 2020),
available at hitpsiiwww jpads.cont/oitiole/50022-
3476(20)30600-5/absirac.

81 Basad on caloulstions conducied by the
Minnoapolls Fed's Ganter for ndian Country
Davalapinteitt using Flood et al, (2020)'s Curzont
Population Survay.” Sarelt Flood, Mitlam Xing,
Renan Rodgers, Stoven Rugglas and J, Rebert
Watren, Integrated Public Use Microdala Series,
Curront Population Survoy: Version 8.0 {dataset).
Minneapolis, KIN: IPUMS, 2020, https:f/doi.ovg!
10.18120/D030.VA.0; see alsa Donna Foir & Charles
Galding, Native Bmplaynient Puring COViD}-10:
Hard hit {n April bul Starting to Rabount? {Aug. 6,
2020), hitpsffwvwnv.minnsapolisfed.orglariicle!
zoz0/nnilva.emplayment-during-covid-18-Jit-hord-
in-april-tat-siarting-to-rebound,

25 Moreno & Sobragena, sipra note 73,
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sligible under this category, the
recipient shonld assess whether, and the
axtent to which, there has been an
eoonomic harm, such as loss of eatninga
or revenug, that resulted from the
COVID-18 public health emexgency and
whaether, and the extent to which, the
use would respond or addrass this
harm,te A recipient should first
congider whathey an economic harm
sxists and whether this harm was
caussd ar made worse hy the COVID--19
public health emergency. While
pconomie impacts may either be
{mmediate or delayed, assistance ov ald
to individuals or businesses that did not
experiencs a negative economic impact
from the public health emergency
would not be an eligible use under this
category.

In addition, the sligible nse must
“regpond ta’* the identilied negative
economic impact, Responses must be
related and reasonably proportional to
the extent and type of harm
experienced; uses that hear no relation
ox are grossly disproportionate to the
type or extent of harm experienced
would not be eligible uses. Wheve there
has besn a negative sconomic impact
resulting from the public health
amergency, States, local, and Tribsal
governmants have broad latitude to
choose whether and how to use the
Fiscal Recovery Funds to respond to
and address the negative sconomic
impact. Sections 602{c)(1}{A) and
603(c){1}{A) describe several types of
nses that would be eligible under this
category, including assistance to
households, small businesses, and
nonprofits and aid to impacted
indnstries such as tourism, travel, and
hospitality, :

To facilitate implementation and use
of payments from the Fiscal Recovery
Funds, the interim final rule identifies
a non-exclusive lst of eligibie uses of
fanding that respond to the negative
economic impacts of the public health
amergency. Gonsistent with the
discussion above, fhe eligible uses listed
helow would respond divectly to the
peanomic or financial harms resulting
from and or exacerbated by tha public
health emergency.

« Assistance to Unemployaed Workers,
This includes assistance to unemplayed
workers, including services like job
fraining to accoelerate rehiring of
wnemployed workers; these serviaes
may extend to workers unemployed due
to tha pandemic or the resulting
recassion, or who were already
unsmployed when the pandemic began.

00 ]y soma cas0s, A use may bo permissible under
another eligibla usa calegory even i it falls oulsido
tha scepe of section (c){1){A) of the Act,

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

s Stale Unemployment Insurance
Trust Funds, Consistent with the
apprasch taken in the CRF, recipients
may maka deposits into the state
account of the Unemployment Trust
Fund established ungar section 804 of
the Social Security Ast (42 U.S.C, 1104)
up to the level needed to restore the pre-
pandermic balances of such account as of
January 27, 2020 or to pay back
advences received under Title X[ of the
Soctal Security Act (42 UL5.C, 1321) for
the payment of benefits between January
27, 2020 and May 17, 2021, given the
close nexus between Unemployment
Trust Fund cosls, solvency of
Unemployment Trust Fund systems,
and pandamic aconomic impacts.
Further, Unemployment Trost fund
deposits can decrease fiscal strain on
Unemployment Insurance systems
impacted by the pandemic, States facing
a sharp increase in Unemployment
Insursnce claims during tﬁa pandemic
may have drawn down positive
Unemployment Trust Fund balances
and, after sxhausting the balance,
raquired advances to fund contimsing
obligations ta claimants, Because both
of these finpacts were driven directly hy
the need for assisiance to unemployed
worksrs during the pandemic,
replenishing Unemployment Trust
Funds up to the pre-pandemic lavel
responds to the pandemic's negative
sconomic impacls on unemployed
workers.

» Assistance to Households.
Assistance to houssholds or populations
facing negative economic impacts due to
GOVID-12 s also an aligible use, This
includes: Food assisiunce; rent,
mortgage, or utility assistanae;
gounseling and legal aid to prevent
gviction or homelessnass; cash
assistance [discussed below); emergency
assistance for burlals, home repairs,
weatherization, or other needs; internsl
access or digltal literacy assistance; or
job training to address negative
aconomio or public health impacts
experienced due to a worker's
oconpation or level of fraining. As
discussed above, in considering whethey
a potential use is eligible under this
category, a xecipient must consider
whether, and the extent to which, the
housshold has experienced a negative
economic impact from the pandemic, In
assessing whether 2 household or
papulation experienced economic harm
as a result of the pandemic, a recipient
may presume lhal 8 household or
population that experienced
unemployment or increased food or
housing insecurily or is low- or
moderate-income experienced negative

economic impacts resulting from the
pandenyic. For example, a cash tansfer
program may focus on unemployed
workers or low- and moderate-income
families, which have faced
disproportionate economic harms due to
the pandemic, Gash Wransfers must ba
reasonably proportional to ths negative
gconomic impact they are intended to
address. Cash transfors grossly in excess
of the amount needed to addvess the
negative sconomic impact identified by
the recipient would not be considered to
be a response to the COVID-19 public
health emetgency or its negative .
impacts, In particular, when considering
the appropriate size of permissible cash
transfers made in response to the
COVID-19 public health emergency,
State, Jocal and Tyibal governmenis may
consider and take guidance from. the per
person amounts previously pmvided%y
he Faderal Government in response 1o
the COVID-19 crisis. Cash transfers that
are grosaly in excess of such amounts
would be outside the scope of eligible
uses yndsr sections 602{c}(1){A) and
603(c)(1){A) and could be subject to
recoupent, In addition, a recipient
could provide survivor's benefits to
surviving family members of COVID-19
vigtims, or cash assistancs to widows,
widowers, and dependents of aligible
COVID-19 victims,

» Expenses io Improve Bfficacy of
Feonomic Melief Programs. State, local,
and Tribal governments may use
payments from the Fiscal Recovery
Tands to improve efficacy of programs
addressing negative economic impacts,
including through use of data analysis,
targated consumer outreach,
impravements to data or technology
infraslructure, and impact evaluations,

+ Small Businesses and Non-profits.
As discussed above, small businasses
and non-profits faced significant
challenges in covering payvoll,
morigagas or xenk, and other operating
costs as a result of the public health
emergency and measures laken to
contain the spread of the virus. State,
loca), and Tribal govermments may
provide assistancs to small businesses
to adopt safer operaling procedures,
weather periods of closure, or mitigate
financtal hardship resulfing from the
COVID-19 public health emargency,
Including:

0 Loans or prants to mitigate financial
hardship such as dechines in rovenues
or impaats of perfeds of business
closure, for exampls by supposting
payrall and benefits costs, costs to retain
employees, mortgage, vent, or utilities
costs, and other operating coats;

O Loans, grants, or in-kind assistance
to implement COVID-19 prevention or
mitigation tactics, such as physical
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plant changes to enable sosial
distancing, enhenced cleaning effoxts,
barrlers or parvtitions, or COVID-19
vaccination, testing, ar contact {racing
programs; and

0 Technical assisiance, counseling, or
other services to assist with business
planning needs.

As disenssad above, these sarvices
should respond to the negative
econontic impacts of COVID--19,
Recipients may consider additional
criteria to targat assistance to businesses
in need, including small businesses.
Such criteria may include businesses
Facing financial ingacurity, substantial
declines in gross receipts (e.g.,
comparable to measures used to assess
eligibility for the Paycheck Protection
Programj, or other sconomic harm due
to the pandemic, as well as businesges
with less capacity to weather financial
hardship, such as the smalleat
businesses, those with less accass ta
credit, or those serving disadvantaged
commuxnities, Recipients should
consider local soonomic conditions and
business data when establishing such
criterla.b?

s+ Rehiring Stale, Local, and Tribal
Government Siaff. State, logal, end
‘Tribal governments continue to geo
pandemic impacts in overall staffing
lovels: State, local, and Tribal
government employment remains mors
than 1 million jobs lower in April 2021
than prior to the pandemic,8®
Employment lasges decreass a state or
Jocal government’s ability to effsctively
administer services, Thus, the interim
final rule includes as an eligible wse
pagroll, covered benefits, and other
costs associated with yehirlng public
sector staff, up to the pre-pandemic
staffing level of the government.

» Aid io Impacted Industries.
Sactions 602{c}{(1)(A) and 608(cH1)(A}
recognize that certain industries, such
as tourism, travel, and hospitality, were
disproportionately and negatively
impacted by the COVID-18 public
health emergency. Ald provided ta
tourisin, travel, and hospitality
industries should respond to the
negative economic impacts of the

0¥ Seg Faderal Reserve Bank of Cleveland, An
Uphitl Battle: COVIT-19's Outeizad Toll on
Minoriiy-Owned Fiems (Ocl. 8, 2020), hilps:f/
wwsv.clavelondfed.orgfnawsroony-ond-events/
publicationsfcommunity-davelopment-briofs/db-
20201008-misera-reporl.aspx {discussing Lhe
fmpact of COVID--18 on minority ownad
businosses}.

981),5, Bureau of Labor Statislics, All Emplayees,
Stata Covernment {CES9092000001) and All
Employees, Locat Governmont [CES3033000001},
rotrieved from FRED, Federal Resevve Bank of St.
Louis, hlips:fifiad.silovisfed.orgfserios/
CRS0092006001 end hilps://fred.stloulsfed.org/
sorfes/CES8093000001 (lost visited May 8, 2021).

pendemic on those and similarly
impacted industvies, For example, aid
may Include assistance to implement
COVID—16 mitigation and infection
prevention measures to enable safe
resumplion 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 protactive equipment,
or consultation with infection
prevention profassionals to develop safe
reopening plans.

id may be considered responsive to
the negative economic impacts of the
pandemic i it supports businesses,
atiractions, business districts, and Tribal
development districls aperating prior to
the pandemic and affected by required
closures and ather efforts to contain the
pandemic, For examptle, a racipient may
provide aid to support safe reopening of
Tusinassas in the tourism, travel, and
hospitality industries and to business
districts that were closed during the
COVID-19 public haalth emergency, as
well as aid for a planned expansion ox
upgrade of tourism, travel, and
hospitality facilities delayed due to the
pandemis, .

When considering providing aid to
industries other than touriem, fravel,
and hospitality, recipients should
consider the extent of the economic
impact as compared to tourism, travel,
and hospitality, the industries
emimsrated in the statute. For example,
on net, the leisure and hospitality
industry has experienced an
approximately 24 percent decling in
ravenue and approximately 17 percent
decline in employment nationwide due
to the COVID-19 public heslth
smergency.®® Recipients should also
consider whether impacts were dus to
the COVID-19 pandemic, as opposed to
longer-term econemic or indusirial
trends unrelated to the pandemic,

To facilitate transparency and
accountabilily, the interim final rule
requires that State, local, end Tribal
governments publicly xeport assistance
provided Lo private-sector businesses
under this eligible use, including

#aFpom February 2020 o April 2021,
amployment in “Leisuze and hospitalily" has fallen
by approximately 17 percent. See UL, Bureau of
Laber Statistics, All Employsas, Lolsueo and
Hospitallty, retrioved from FRED, Fadaral Resorve
Dank of St. Louis, hifps:/fred.stlovisfed.orglserles/
USLAH (bast visited May B, 2021). From 201004 to
202004, grass sulpul {e.g. revenus] in azts,
srlsrtainment, reccoation, accommaodation, and
food servicas hias fallen by approximataly 24
porcant. See Buyeay of Economic Analysis, News
Release; Gross Nomastic Product (Thivd Estimate),
Corparate Prafits, snd GDF by Indusiry, Fourth
Quazter and Year 2020 (Mar. 25, 2021), Toble 17,
hitps:#twrww.bea.govisites/dofanltifiles/2021-03/
gdpdq20_3rd.pdf,

tourlsm, travel, hospitality, and other
impacted Industries, and its connection
to negative economic hmpacts of the
pandemic. Reciptents also should
maintain records lo support their
assessment of how businesses or
business districts receiving assistance
wera affected by the negative sconomic
impaatg of the pandemic and how the
aid provided responds to these impacts.

As diseussoed above, economic
disparitigs that existed prior to the
COVID-19 public health emergency
amplified the impact of the pandemic
among low-income end minority
growps, These families were more likely
to Tace housing, foad, snd financial
insecuyily; are over—resresentad among
low-wage workers; and many have sean
their livelihoods deteriorate further
during the pandemic and sconomic
contraction, In recogniiion of the
disproportionate negative economic
impacts on certain communities and
populations, the interim finel rule
identiftes sarvices and programs that
will be presumed te be responding to
the negative economic impacts of the
COVID--18 public health emergency
when provided in thess comimunities.

Specifically, Treasury will presums
that certain types of services, outlined
below, are eligible ugses when pravided
in a QCT, to families and individuals
living in QCTs, or when these services
are provided by Tribal governments.9°
Recipients may also provide these
servieas to other populations,
households, or geopraphio areas
disproportionately impacted by the
pandemic. In identifying these
disproportionately impacted
communities, recipients should he able
to support their determination that the
pandemic resulted in dispraportionate
public health or sconomic outcomes to
the specific populations, households, or
geographic aveas to be served. The
interim final rule identifies a non-
axclusive list of uses that address the
dispropoertionate negative economic
effects of the COVID-19 public health
smergency, including:

O Building Stronger Communities
through Investments in Housing and
Naighborhoods, The aconomic impacts
of COVID-19 have liksly been most
acute in lower-income naighborhoods,
inchading concenirated areas of high
unemployment, limited sconomic
opportunity, and housing ingecurity.??

93RUD, supra note 48,
st Stuark M. Buller & Jonathan Grebinsky,
‘Fagkling the legacy of porsistent urban insquality
snd coneanirated poverty, Brooklugs institution
{Nov, 16, 2020), hilps:/wvivwv.brankings.adu/blogl
up-fronif2020/11/16/tackling-theJegaey-of-
Canlinued
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Services in this category alleviate the
fmmadiate economic impacts of the
COVID-19 pandemic on housing
insecurity, while addressing conditions
that contributed ta poor public health
and economic outcomes during the
pandemie, namely concentrated areas
with limited economic opportunity and
inadeguate ox poor-guality housing.®?
Eligibla services include:

= Services to address homalessness
such as supportive housing, and to
improve access to stable, affordable
honsing among unhoused individuals;

» Affordable housing development to
inereasa supply of affordable and high-
quality living units; and

= Housing vouchers, residential
counseling, or housing navigation
assistance to Facilitate household moves
to neighborhoods with high levels of
sconomic opportunity and mabiiity for
low-incoms rasidents, to help residents
increase their economis opportunity
and reduce concenlvated aveas of low
sconomic opportunity.”®

O Addressing Educetional Disparities,
As ontiuned above, schoeol closures and
the transition to remole edueation raised
particular challenges for lower-incoms
studenis, potentially exacerbating
aducational disparities, while increases
in economic hardship among families
could have long-lasting impacts on
children's educational and economic
prospeacts, Services under this prong
would enhance educational supports to
help mitigate impacts of the pandemic.
Eligible services include:

w Naw, expanded, or snhanced sarly
leatning services, including pre-
kindergarten, Head Start, or
partnerships between pre-kindergarten
programs and local education
authorities, or adminisiration of those
gervices;

 Providing assistance to high-poverty
school distxicts to advence equitable
funding across districts and
geographies;

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

persisteni-urban-inoqualify-and-concentrated-
poverty/.

021),8. Depariment of Health snd Human Sexvices
{HHS), Office of Disoaso Pravention and Heallh
Promotion, Quality of Housing, hitpsi//
wiviv.koalthypaople. goviznzofiopics-abjsctives!
lopic/iocial-dolerminants-health/interventions-
resouress/quality-of-Tiousing8 11 {last visiled Apr
26, 2021},

83 Tho Oppoxiunily Attas, hilpsi/
vavw.opporiunfiyatlas.orgf (lasi visited Apr. 28,
2021} Rej Chatly & Nathoniel Hondren, The
Iupacts of Neighborhoods on Intargonerational
Mohility 1: Chililroad Bxposure Effects, Quarterly J.
of Baan, 133(3):1107-162 (2018), ovaileble at
htipsifopporiumilyinsights.org/poper/
neighborhoodsif,

extended learning and enrichment
programs; and

» Evidence-hased practices to address
the social, emetional, and mental health
needs of students;

O Promoting Healthy Childhood
Bnvironments, Children's sconomic and
family civcumatances have a Jong-lerm
jmpact on their future ecanomic
ouicomes, ™ Increases in economic
hardship, material insecurily, and
pavental strass and behavioral health
challenges sl raige the risk of long-term
harms to today’s children due to the
pandemic. Eligible services to address
this challenge include:

» New ov expandad high-quality
childears to provide safe and supportive
cars for children; )

= Home visiting programs to provida
stenctured visits from health, parent
sducators, and social service
profassionals to pregnant women or
familins with young children to offer
education and agsistance navigating
tesources for sconomic suppmt, health
needs, or child development; and

» Enhanced sexvices for child welfare-
involved families and foster youth to
provide support and training on child
development, positive perenting, coping
skills, or recovery for mental health and
substanca nse challenges.

State, local, and Tribal governmants
are encouraged to use payments from,
the Fiscal Recovery Funds to respond to
the direct and fmmediate needs of the
pandemic and its negative sconomic
impacts and, in particular, the needs of
honssholds and businesses that ware
disproportionately and negatively
impacted by the public health
emergency. As highlighted above, low-
insome communities and workers and
peapla of color have faced mora severe
healtl: and sconomic outcomes during
the pandemic, with pre-existing social
vulnsrabilities like low-wage or
insecure employment, concenirated
neigliborhoods with less economic
opportunity, and pre-existing health
disparities lkely contributing to the
magnified impact of the pandemic. The
Fiscal Recovery Funds provide
rasources to not only vespond to the
immediate harms of the pandemic but
also to mitigate is longer-teym impact in
corapounding the systemic public
heatth and economic challenges of
disproporionately impacted
populations. Traasury encourages
rocipients to consider funding uses that
foster a strong, inclusive, and equitables
recavery, especially uses with long-term
benefits for health and economic
outcomes.

14 See supin notos 52 and 84,

Uses Ontside the Scope of this
Golegory. Certain uses would not be
within the scope of this sligible use
category, although may be eligible under
other sligible use categories. A genexal
infrastructuve projact, for example,
typically would not be included nnless
the praject responded to a specific
pandemic public health need (e.g,
investments in facilitias for the delivery
of vaccines) or a specific negative
economic impact like those described
ahove {e.g., affordable housing in a
QCT). The ARPA expliciily includes
infrastructure if it is “necessary” and in
water, sewer, or broadband. Ses Section
ILD of this SUPPLEMENTARY INFORMATION,
State, local, and 'Tribal governments alsa
may use the Fiscal Recovary Funds
under sections 602{c)(1)(C) or
603(c){1)(C) to provids “government
services” broadly to the exlent of their
reduction in revenue. See Section IL.C of
this SUPPLEMENTARY INFORMATION,

This category of eligible uses also
would not include contributions to
rainy day funds, financial reserves, or
similar funds. Resources made available
under this eligible use category ave
intended ta help meet pandemic
rasponge needs and provide velisf for
households and businesses facing near-
and long-term negative economic
impacts. Contribulions to rainy day
funds and similar financial reserves
would not addrass these needs or
respond to the COVID-19 pubkic 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 outslanding debt
instraments, including, for example,
short-term revennas or tax anticipation
notes, or other debt service costs. As
discussed below, payments from the
Fiscal Recovery Funds ave intendad to
be nsed prospectively and the interim
final rule precludes use of these funds
to cover the costs of debi incurred prior
to March 3, 2021, Faes or issuance costs
associated with the issuance of naw
debt wauld also not be covered nsing
payments from the Fiscal Recovery
Tunds bacause such costs would not
themselves have been incurred to
addrass the needs of pandemic response
or its negative sconomic impacts. The
purpose of the Fiscal Recovery Funds is
ta provide fiscal yelief that will pexmit
State, local, and Tribal governments to
continue to respond to the COVID-19
public health emsrgency.

For the samae reasons, this category of
aligible uses would not include
satisfaction of any obligation axlsing
under or pursuant to a setilement
agreoment, judgment, consent decree, or
judicially confirmed debt restructoring
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plan in a judicial, administrativa, or
regulatory proceading, except to the
extent the judgment or selilament
requires the provision of sexvices that
waould respond to the GOVID-18 public
health smergency. That is, satisfastion
of a gettlemont or judgment would not
ftsolf res}i‘und to COVID-19 with respact
to the public health emergency or its
negative sconomic impacls, unless the
settlement requirves the provision of
services or aid that did directly respond
1o these needs, as describad above.

In addition, as deseribed in Section
VIIL of this SUPPLEMENTARY
INFORMATION, Treasury will astablish
roporting and yecord keeping
requirements for uses within this
catagory, including enhanced reporting
reguirements for certsin types of uses.

Question 1: Are there other iypes of
servicas or costs that Treasury should
considar as eligible usss to raspond to
the public heelth impacts of GOVID-187
Deseribe how these respond o the
COVID-19 public health emergency.

Question 2: The interim final rule
permits coverage of payroll and henafits
costs of public health and safety staff
primavily dedicaled fo COVID-19
response, as well as rehiring of public
secior staff up fo pre-pendemic levels.
For how long should these measures
remain in place? What other msasures
or presumptions might Treasury
consider to assess the extent to which
public sector staff ave engaged in
COVIN-13 response, and therefore
reimbursable, in an easily-administrable
mannex?

Question 3: The interim final rule
permits vehiving of public sector staff up
{o the government’s pre-pandemic
staffing Jevel, which is measured based
on employment as of Jannary 27, 2020,
Daos this approach adequalely measure
the pre-pondemic staffing level in a
manner that is both ecouvale end easily
administrable? Why or why not?

Question 4: The Inderim final rule
permils deposits fo Unamployment
Insurance Trust Funds, or using funds
to pay back advances, up to the pre-
pandsmic balanes, What, if any,
condifions shonld be considered fo
ensure that funds repeir economic
impacts of the pandemic ond sivengthen
unemployment insurance systems?

Question 5: Are there other types of
services or costs that Treasury should
conslder os eligible uses 1o respond to
fhe negative economic impacts of
COVID-197 Deseribe how these respond
to the COVID-19 public health
emergancy.

Quastion 6: What other measures,
presumptions, or considerations could
be used to assess "'impucted industriss”

affected by the COVID-18 public health
emergency?

Question 7: Whai ove the advantoges
and disadvaniages of using Qualified
Census Tracts and sevvices provided by
Tribal governmenis to delineats where a
broader range of eligible uses are
presumed to bs rasponsive lo the public
health and aconomic impacts of
COVID-197 What other measures might
Treasury consider? Are theve other
populafions or geographic aveas that
were disproportionately impacied by the
pondemic that should be explicitly
included?

Question 8: Are there other services or
costs that Treasury should consider as
eligible 1uses to respond to the
disproportionate impuaets of COVID-19
on low-income populations and
eommunities? Describe how thase
respond io the COVID-19 public health
emergency or it negative economic
impacts, including its exacerbation of
pre-existing challenges in these areas.

Question 8: The inlerim final rule
includes eligible uses te support
affordable housing and stronger
nelghborhoads fn disproportionately-
impacted communities. Discuss the
advantages ond disadvantages of
explicitly including other nses to
support affordable housing and sironger
neighborhoods, including rehabilitation
of blighted properties or demolition of
abandoned or vacant properties. In
what ways does, or does not, this
potential use address public health or
sconomic impacts of the pandemie?
What considerations, if ony, could
supporl use of Fiscal Recovery Funds in
ways that do not result in resident
displacement or Joss of affordable
housing unils?

B, Premium Pay

Fiscal Recovery Funds payments may
he used by xecipients to provide
premiwm pay to eligible workers
performing essential work during the
COVID-19 public health emergency or
to provide grants to third-party
amployers with eligihle workers
performing essential work.9% These are
workers who have been and continue to
he relied on to maintain continuity of
aperations of essential eritical
Infrastrocture sectors, including those
who are critical to protecting the health
and wellbeing of thelr communtities.

Since the starl of the COVID-18
public health emergency in January
2020, essential workers have put their
physical wellboing at risk to meot the
daily needs of their communities and to
provide care for others. In the course of
this work, many essential workers have

0s Snctions 502{a)(1)(B}, 503(c){1){B} of tho Act,

coniracted or disd of COVID-149,%8
Several examples reflect the severity of
the health impacts for essential workers,
Meat processing plants became
“hotspots” fox 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 Anthority weve estimated to
have died due to COVID-19 by mid-May
2020, with nearly 4,000 teating positive
for the virus.® Purthermore, many
sssential workers are people of color or
low-wags workeyrs.89 These workers, in
particulax, have borne a :
disproportionate share of the health and
economic impacts of the pandemie,
Such workers inglude:

» Staff at mursing homes, hospitals,
and home care settings;

» Warkeys at farms, food production
facilities, grocery stoves, and
restaurants;

+ Janitors and sanitation workers;

s Truck drivers, transit staff, and
warehouse workers;

s Public health and safsty staff;

« (hildcars workers, educators, and
other school staff; and

s Soclal service and human services
staff,

Durbng the public health smergency,
employers’ policies on COVID-18-
related hazard pay have varied widely,
with many essential workers not yet
compensated for the hefghtened risks
they have faced and continus to fage,100

08 Seg, .4, Centers for Disease Control and
Praventfon, COVID Data Tracker: Cases & Death
among Healthcara Peisonual, hifps://covid.cde.gov/
covid-deta-tracker/Mhanlih-care-personnel {last
visitad May 4, 2021); Contexs for Dizsase Contrel
and Pravention, COVID Data Tracker: Confirmed
COVIN-18 Cases and Deaths among Staff and Rate
per 1,000 Rasictent-Wesks in Nursing Homas, by
Waok-—United Stalas, htips:f/cavid.cde.govicowtd-
dela-frocker/nursing-home-staff QJast visitad May
4, 2021

97 Sae, e.g,, ‘The Lancet, The plight of assential
workers duzing e COVID-18 pandamie, Vol. 395,
Issua 10237:1507 (May 28, 2020}, avellable at
hitps:fhvuav.thelancot.comdfoumnalstiancetiorticlel
PHSO140-6736% 2020% 2931200-9/fulltex,

oo Id,

8¢ Josnma Gattens ol ol, Covid—19 and essentiat
warkers; A nareative review of health eutcomes and
ineral injury, Jutl J. of Envil. Resaarch and Pub,
Health 16(£):1448 (Fab, 4, 2021), avoilable ol
hitps:ipubmedneblnlin.nifgov/3356 7075/(; Tiana
. Rogers et ak., Reciel Diaparities in COVID-19
Morlality Among Essential Wovkers in the Unfted
Sialas, World Med, & Health policy 12(3):311-27
{Aug, B, 2020}, availnbla at htpe:lf
onlinelibrary.wiley.com/dof/full/10.1002/1nh3.950
{finding thal vulnerability lo coronavirus exposucs
was jncraasad among nen-Hispanie blagks, whe
disproportionately croupied the top nins sssential
accupatll:ms].

100 Egonamic Policy Insiitute, Only 30% of those
working sutside Mhelr homa are racelving hazord
pay (June 16, 2020, ktips:/fwww.epl.orglpressionly-
I6-of-thase-working-culside-their-home.are-
recelving-hazerd-pay-block-and-kisponic-workers-
ara-most-concerned-ahonl-bringfng-tha-
coronavitus-homel,
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Marny of these workers earn lower wages
on average and Jive in
socioeconomically valnerable
commumities as compared to the general
population, 301 A recent study found that
25 percent of essentlal workers were
sstimated to have low housshold
income, with 18 percent in high-risk
households.9? The low pay of maiy
essential workers makes them less able
to cope with the financial conssquences
of the pandeinic or their work-related
health risks, including working hiours
lost due to sickness or distuptions to
childcare and other daily routines, or
the likelihood of COVID—18 spread in
their households or communities, Thus,
the threats and costs involved with
matntaining the ongoing operation of
vital facilitles and services have been,
and continue to be, borne by those that
axe often the most vulnerable to the
pandemie. The added health risk to
essentizl workers is one prominent way
in which the pandemic has amplified
pre-existing sociosconomic inequities,

‘The Fiseal Recavery Funds will help
respond to tha needs of essential
workers by allowing recipients to
remunerate sssential workers for the
elevated health risks they have faced
and continue to face during the public
health emergency, To ensure that
premium pay is targeted to workexs that
facad or face heightenad xisks due to the
character of their work, the interim final
rule dafines essential work as work
involving regular in-person interactions
or regular physical handling of itams
that were also handled by others. A
worker would not be engaged In
assential work and, accordingly may not
receive premivm pay, for telework
performed from a residence.

Seclions 602{g)(2) and 603(g)(2)
define sligible worker to mean “those
warkers nesded ta maintain conlinuity
of operations of essential critical
infrastructure sectors and additional
sectors as each Governor of a State or.
territory, or each Tribal government,
may designate as critical to protact the
heelth and well-being of tha residents of
their State, territory, or Tribal
government.” 103 The rote incorporates
this definition and provides a Hst of
industries recognized as essential
critical infrastructure sectors.10* Theso
sectors include healthcare, public health
and safety, childcare, education,
sanitation, iransportation, end food
production and services, among others

10i MeCormack, supra note 37,

1z1d,

163 Seclions 602(g)(2), 603{(E)(2) of tha Act.

134 The Jist of critical fnfrastructure seclors
provided in the Interim final xula is basad on the
Fiat of pasentlak workers under Tho Heroes Act, HR,
8800, 116tk Cong. (2020},

as noted above, As provided vnder
sections 602(g){2} and 603(g)(2), the
chief executive of each recipiont has
discration to add ﬂddilionafsectors to
this list, so long as additional seckors axe
deemed critical to prolect the health and
well-heing of residents.

In providing premium pay to essential
workers or grants to eligible eniployers,
a recipient must considex whether the
pay or grant would “respond to* 1o the
worker or workers performing essential
work, Premium pay or grants provided
under this seclion respond to workexs
performing essential work if it addvesses
the heightened risk 1o workers who
must be physieally present at a jobsite
and, for many of whom, the costs
associated with illness weie havdest to
haar financially. Many of the workers
Ferforming critical essential sexvices are
aw- or moderate-income workexs, such
as those described above, The ARPA
recognizes this by defining premium
pay to mean an amount up to $13 per
hour in addition {o wages or
remuneration the worker atherwise
recsives and in an aggregate amount not
to exceed $25,000 per eligible worker,
To ensure the provision is implemented
in 2 raanner that compansatas these
warkers, the interim final rule provides
that any premium pay or grants
provided using the Fiscal Recovery
Punds should prioritize compansalion
of those lower incama eligible workers
that perform essential work.

As such, providing premivm pay to
eligible workers rosponds to such
workers by helping address the
disparity between the critical services
and risks taken by essential workers and
the relatively low compensation they
tend to reueive in exchange. If premium
pay would increass a worker’s total pay
above 150 percent of thelr vesiding
state’s average annual wage for all
accupations, as defined by the Bureau of
I.abor Statistics’ Occupational
FErmployment and Wage Statistics, or
their residing county’s average annual
wage, as defined by the Bureau of Labor
Statistics’ Qccupational Employment
and Wage Stalistics, whichaver is
higher, on an annual basis, the State,
locel, or Tribal government must
provide Treasury and make publicly
available, whether far themselves or on
hehalf of a grantes, & writien
justification af how the premiurm pay or
geant is responsiva to workers
performing essential worker during the
public health emergency. 289

105 County median annual wage is laken to be lhat
of the melrapaliton or ronmettopolitan avea thel
includes Uie county, See LS, Burean of Labor
Slatiatics, Stale Ocoupational Employment and
Woge Estimates, Mips:/fwunv.bis.govfoesfeurcont/
oessrost. him (tast vistled May 1, 2021} 1.8, Bureau

The threshold of 150 percent for
requiring additional written justification
ja based on an analysis of the
distribution of labor income for a
sample of 20 occupations that generally
correspond to the essential workers as
definad in the Interim final rule. 28 For
these occupations, labor incoma for the
vast majority of workers was under 150
percent of average annual labor income
across all occupations. Traasury
anticipates that the threshald of 150
Eercent of the annual average wage will

e greater than ihe annual average wage
of the vast majority of eligible workers
performing essential work. These
aphanced reporting requirements help
to ensurc grants ave directed to essential
workers in critical infrastructurs sectors
and yesponsive to the impacts of the
pandemic ohserved among essential
workers, namely the mis-alignment
hatween health risks and compensation.

. Enhanced reporting also provides

transparency to the public, Finally,
using a localized measure reflects
differences in wages and cost of Hving
across the country, making this standard
administrable and reflactive of essential
workar incomes across a diverse range
of geographic areas.

Turthermore, because premiwm pay is
intended ta compensats essential
workers for heightened sk due to
COVID-19, it must be entirely additive
to a worker's regular rate of wages and
other remuneration and may not be usad
to radnce or substitute for a worker's
nermal earnings, The definition of
premiurn pay also clarifiss that
premium pay may be provided
refrospectively for work performad at
any lime since the starl of the COVID-
19 public health emergency, whera
those warkers have yet to be
compensated adequately for work
previously pexformed.19” Treasury
encourages recipients to prioritize
praviding retrospective premium pay
wheze possible, recognizing that many
assential workers have not yet received
additional compensation for work
gonducted over the course of many

of Labor Stalistics, May 2020 Metropolitan and
Nonmetropolilan Area Bstimatos listod by county or
lown, })Hps://www,bfs.gov/aeslcurmm/counfy_
Jinks hitm (fast visited May 1, 2021),

100 Traasury porformed this analysis with data
from the 1,8, Census Dureau’s 2018 Annus! Sociel
and Economic Supplerent. Tn datermining which
occupations to fnclude in this anslysis, Treasury
axcludad menagement and supervisery positlons, as
such posltions may nal necessarily involve regular
fn-person interactions or physicst handling of items
Lo tha sema sxlent as non-mastagetisl positions.

19t However, such componsation must ba “in
addition to' remunsration or veages nlraady
received, That is, smployers may not reduce such
workers' eurrent pay and use Fiscal Recovery Funds
to compensele thenselvas for premiwn pay
previously provided to the worker,

Page 29 of 183



Taderal Register/Vol.

86, No, 93/Monday, May 17, 2021/ Rules and Regulations

26799

months, Essenlial workers who have
ahready earned promium pay for
essential work performed during tha
COVID-19 public health emergency
yemain eligible for additional payments,
and an essential worker may receive
bath refrospective premium pay for
prior work a¢ well as prospective
premium pay for current or ongoing
waork.

To ensure any granls respond to the
neads of essential workers and are made
{n & fair and transpavent manner, the
rule imposes some additional reporting
requivements for grants to third-party
employers, including the public
diselosure of grants provided. See
Section VIII of this SUPPLEMENTARY
INFoRMATION, discussing reporting
requivements. In responding to the
nesds of essential workers, a grant to an
employer may provide premium pay to
eligible workers performing essential
waork, as these tevms ave defined in the
interim final rule and discussed above.
A granl provided to an employer may
also be for essential work parforraed by
eligible workers pursuant te a contract.
For example, ifa municipality contracts
with a third pavty to perform sanitation
work, the third-party contractor could
be eligible to receive a grant to provide
premium pay fox these eligible workers,

Question 10: Are there additional
sectors beyond those lsted in the
interim final rule that should be
considered esseniial critical
infrasiruciure sectors?

Question 11: What, if any, additional
criteria should Treasuty considsr lo
gnsure thal premium pay responds fo
essential workers?

Question 12: What consideration, if
any, should be given to the crileria on
salary threshold, including measure and
level, for requiring waitten justification?

C. Revenue Loss

Resipients may use payments from
tha Tiscal Recovery Funds for the
provision of government services to the
axtent of the reduction in revenus
experienced due to the COVID-19
public health emergency.2%% Pursuant to
sections 602{c}{1)(C} and 803(c)(1)(C) of
the Act, a recipient's reduction in
ravenue is measured relative to the
ravenus collected in the most recent full
fiscal yeas prior to the emargency.

Many State, local, and Tribal
governments are sxperiencing
significant budget shoxtfalls, 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

[
103 ARPA, supranote 16,

period 2019.19 At the Jocal level, nearly
a0 percent of oities have reported being
Jess able to mest the {iscal needs of thelr
eommunities and, on average, cities
expact a double-digit decline in general
fund revennes in their fiscal year
2021,21¢ Similarly, surveys of Txibal
governments and Tribal entarprises
found majorities of raspondents
reporting substantial cosl incresses and
yevenue decreages, with Tribal
governments reporting reductions in
healthcare, housing, socisl services, and
economic development activities as a
result of reduced revennes.11! These
budget shortfalls are particularly
problematic in the current environment,
as State, local, and Tribal governments
work to mitigate and contain the
COVID-19 pandemie and help citizens
weather the economic downturn,

Further, State, locel, and Tribal
govermment budgets affect the broader
gconomic racovery, During the peried
following the 20072009 recession,
State and local government budget
pressures led to fiscal austerity that was
a significant drag on the overall
scanomic recovery,**2 Inflation-
adjusted State and local government
revenue did not return io the previous
peak until 2013,133 while Stats, local,
and Tribal government amployment did
nof recover to its prior peak for over a
decade, until Augunst 2019—just a few
manths before the COVID--18 public
healih emergency began,114

100 Major sources includa personal income lax,
corporate incoma lax, salos tax, and properly lax.
Sec Lucy Dadaya,, States Raported Revanue
Growlh in July-Saptember Quarter, Reflecling
Revenuo Shifts from the Prior Quarler, Stale Tax
and Bcon. Rev. (0. 3, 2020}, evailable of hitps:/f
wwav.arban.orglsiles/dafauli/iiles/poblication/
103936/state-tax-and-gconomic-review-2020-93_
o.pdf.

310:alional Leagun of Gitles, Gity Fiscal
Conditlons (2020}, aveHable at hitps:i/wwiv.nie.org/
wp-content/uploads/2020/08/Cily  Fisea)
Condilions_2020 _FINAL pdf,

13t Survays conducled by the Gentor for Indien
Country Developmant at tha Federal Reserva Bank
of Minnoapolis in Maveh, April, ond Soplainber
2020, See Moteno & Sobrepens, supranote 73.

112 §es, 2.g., Fitapatciok, Haughwout & Setren,
Fisenl DBrag from tie Stote and Locel Senter?,
Liborly Street Economies Blog, Faderal Roserva
Dank of Naw York {June 27, 2012), hitpsi//
wivieliberlystresleconomies.newyorkfed.org/2012/
Uﬁ'lﬁsca!-drag-from-fhe—srafo-und-focnl-sec!onItl'ml':
Jirt Jonas, Great Recession and Piscal Squeeze at
1.8, Subnatianal Government Lovel, IMF Warking
Paper 127284, (July 2012), availablo at hitps:/f
wiviv.finf.orglaxternalipubsiftfwp/3012/
wpl12104,pdf; Gordon, supranete 9,

113 5¢ate and local government ganeral xovenus
from own sources, edjusied for Inftation using the
GDY price index. U.8, Censns Bureaw, Aunual
Survay of State Government Finances and U.S,
Puroau of Bcenomic Analysis, National Incoms and
Product Accounls,

114 [].8, Bureay of Lahor Statistics, All Employass,
State Qovorpment [CE59002000001) and Al
Eunployeos, Local Government {CES§093000001],

Seclions 802(c)}{1}C) and 603 {c){1)(C}
of the Act allow recipients facing budget
shorifalls to use payments from the
TFiscal Recovery Funds 1o avoid cuts to
government services and, thus, enable
State, local, and Tribal gavernments to
gontinue to provide valusble services
and ensure that fiscal austerity measures
do not hamper the broader economic
recovery. The interim finsl rale
implements these provisions by
astablishing a definition of "general
revenue® for purposes of caleulating a
loss in revenue and by providing a
methodotogy for calculating revenus
lost due 1o the COVID—1¢ public health
amerganc;(.

General Revenue, The Interim final
rule adopts a definition of “general
revenue’’ based largely on the
components reported under “"General
Revenua from Own Sources’ in the
Census Bursau’s Annual Survey of State
and Loecal Government Finances, and for
purpases of this interim final rule, helps
to ensuye that the components of general
yevenue would be caleulated in a
consistent manner, 18 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 diverss set of reciplents,

The interim final rule defines the term
“general revenue” to include revenues
collected by a xecipient and generated
from its underlying economy and wonld
caplure a range of different iypes of lax
revenues, as well as other types of
revenue that ave available te support
government services. ' In calcu{)ating
revenus, recipients should sum across
all revenue streams coverad as general
yevenus. This approach minimizes the
administrative burden for recipients,
provides for greater consistency across
raciplents, and presents a more accurate
representation of the overall impact of

ratrinvad from FRED, Fedaral Reserve Bank of St.
Louls, hitpsi/frad.sliouisfed.oxglserias!
CES9092000001 ond hitpsi/ifred stlonisfed.org/
serfes/CESa003000004 {ast visited Apr. 27, 2021),

1513.8, Consus Bucenn, Annual Survey of State
and Local Governnient Financoes, hitps:#/
WIVRLEONSNE.ZOV/Progeams-sirveysigov-

Jfinanees, himi {last visited Apr, 30, 2021},

116 The interlm fina} rule would define tax
rovenug in a mannsr conelstent wilh the Census
Buroan's deflnition of lax revenue, with certsin
changes (7.0, inclusion of revanue from Hguor
slores and certain intorgavernmental lranslors).
Gurrent charges are defined as “charges impased for
praviding current sexvicos oy for the sate of
praducts in conmeatlon with genacal government.
gelivitlos.” i fncludes rovenuos such as public
aducation institutton, public hospitel, and toll
rovomios, Miscollaneous ganeral revenue comprises
of sl other genoral revenus of gavermmenis from
their own soureos {f.e., other than Hguor store,
wiitity, ond fnsurance trost revenna), including
rents, 1oyaltles, lottery proceeds, and fines,
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the COVID-19 puhlic heslth emergency
om & recipient’s revenue, rather than
relying on financial reporting prepaved
by each recipient, which vary in
methodology used and which generally
aggragates xevenue by purpose rather
than by sovrcad1?

Consistent with the Census Bureau's
definitien of “'general revenue from own
sources,” the definition of general
vevenue in the interfm final ruls would
exclude refunds and other correcting
transactions, proceeds from issuance of
debt or the sals of investments, and
agency or private trust transactions, The
definition of general revenue also would
exclude revenue generated by utilities
and insurance frusts. In this way, the
definition of general revenue focuses on
sources that ave generated from
economic activily and are available to
fund government services, rather than 2
fund or adminisirative unit established
to account for and control 4 patticular
activity.118 For example, public utilities
typheally require financial support from
the Stats, Jocal, or Tribal government,
rather than providing revenue to such
government, and any yevenue that is
generated by public utilities typically s
used to support the public utility’s
continued operation, rather than being
used as a source of yavenue to support
government services generally,

The definition of general revenue
would include all revenue from Tribal
enterprises, as this revenue is generatad
from aconomic activity and is available
to fund government services. Tribes ave
not able to generate revenue through
taxes in the same manner as State and
local governmants and, as a result,
Tribal enterprises are critical sources of
revenua for Tribal governments that
engble Tribal govesnments to provide a
yange of services, including clder care,
health clinios, wastowster management,
and forestxy.

Finally, fhe term “general revenue”
includes intergovernmental transfers
betwesn State and local goveraments,
hul excludes intergovernmental
tranafers from the Federal Government,
inchuding Federal ansfers made via a
Stale to a local government pursuant to
the CRF or as part of tha Fiscal Recovery
Funds, States and logal governments
often share or collect revenue on behalf
of one another, which results in

157 Pupd-oefented roporling, such as what is used
under the Governmental Acsounling Standards
Hoard {GASR), focuses on the lypes of uses anil
activities fanded by tha revemie, a5 opposed to the
economie aclivily frem which the revenue Is
sourced. See Governmental Accounling Standards
Sorles, Statewent No, 54 of the Govarnmental
Accounting Stendards Baord: Fund Balsnca
Reporling mnd Governmental Fund Typs
Dofinitions, No. 2871 (Feb, 20049).

118 Sypra nole 116.

intergovernmentsl transfers, When
attributing xevenue to a unit of
government, the Gensus Bureau’s
methodolopy considers which unit of
government imposes, collects, and
retains the revenus and assigns the
ravenue to the unit of govexnment that
meets at Ieast two of those three
factors,11® For purposes of measuring
loss in general ravenue due to tha
COVID-19 public health emergency and
to better allow continued provision of
government services, the retention and
ability to use the revenue is a mors
critical factor, Accordingly, and to better
measute the funds avatlable for the
provision of government services, the
definition of general revenue wold
fnclude intexgovernmental lansfers
fram States or local governments other
than funds tvansferred porsuant to
ARPA, CRF, or another Federal
progeam. This formulation recognizes
the importanca of State transfers for
local government revenue, 120
Caleulation of Loss. In general,
recipients will compute the extent of the
reduction in revenue by comparing
actual xevenue to a counterfactual trend
representing what could have been
sxpected to ocour in the shsence of the
pandemic. This approach measures
Iosses in revenue relative to the most
yecent fiseal year prior to the COVID-19
public health emergency by using the
most racent pre-psndemic fiscal year as

_ths starting point for estimates of

revenue growth absent the pandemic. In
other words, the eounterfaclual trend
atarts with the last full fiscal year prior
to the GOVII-19 public health
emergency and then assumes growth al
a constant rate in the subsequent years,
Because recipients can astimate the
revenue shortfall at multiple points in
time thyoughout the covered period as
revenue is collected, this approach
accounts fox variation across recipients
in the tirning of pandemic irpacts.?*!
Although revenue may dacline for

1151,8, Census Bureaw, Governmon! Financs and
Employrtent Clessification Manuzl {Des. 2000},
hlips:#fwwrwa.census.govigovsielassiclassfull pdf.

118 or examiple, in 2018, state transfors (o
togalittes accountad for spproximalely 27 percent of
local sevenues. 118, Censns Bureau, Annual Sutvey
of State and Locak Governmen! Finances, Table 1
(2018), hitpsiffuwvavcensus.govidataldalasels/2018/
zcon/local/public-nse-datassts.himl.

321 Por oxample, following the 200709 recession,
loce} governmant property tax collections did not
hegin to decline until 2011, suggosting thot praperly
tax cottect{on deodines can Jag downtuzas, g;e .5,
Rureau of Boonomic Analysls, Personal current
1axes: Slate and local: Preperty laxes
18210401 A027NBEAL, relrieved fom Yodernl
Reserys Ecanomic Dala, Federal Reszrva Bank of 81
Louis, Mipsi/ffiad.stlovisfad.ovglgrophfTg=r3¥i {last
vished Apr. 22, 2021}, Estimating the reduction In
revosiue at points throughout the covared period
wilh allow Tor this Lype of lagged affoct 1a bo taken
inte aceaunt during the covered period.

reasons unrelated to the COVID-19
public health emergency, to minimize
the administrative burden on recipients
and laking into considerstion the
devastating effects of the COVID-16
public health emergency, any
dirminution in actual revenues relative
to the counterfactual pre-pandemic
irend would be presumed to have been
due to the COVID-18 public health
aynergency.

For purposes of measuring revenue
growth in the counterfactual trend,
recipients may use a growth adjustment
of either 4.1 percent per yoor or the
yaciplent's average annual rovenue
growfh over the thres full fiscal years
prior to the COVID—18 public health
emergency, whichever is higher, The
option of 4.1 percent represents the
average annual growth across all State
and local government “General Revenie
from Own Sources” in the most recent
thres years of available data.*** This
approach provides recipients with a
standardized growth adjustment when
calonlating the counterfactual revenue
trend and thus minimizes
administrative burden, while not
disadvantaging recipients with revenue
growth that exceeded the national
average prior to the COVID--18 public
health emergency by permitting these
recipients to use their own revenus
growth xate over the preceding thres
yesrs,

Recipients should caleulate the extent
of the reduction in revenue as of four
points in ime: Decembey 31, 2020;
December 31, 2021; December 81, 2022;
and December 31, 2023. To caleulate the
exteni of the reduction in revenue at
each of these dates, recipients should
follow & four-step process:

« Step 1:Identily revenues collected
in the most recent full fiscal year prior
to the public heslth smergency (.e., last
full fiscal year befove Januaxy 27, 2020),
called the base year revenue,

« Step 2: Estimate counterfactual
revenne, which is equal to base year
revenue * [(1 + growth adjustment) ~ (n/
12)], where n is the mumber of months
elapsed since the end of the base year
to the calculation date, and growth
adjustment is the greater of 4.1 percent
and the recipient’s average ammal
revenua growth in the three full fiscal

122 Together with ravenus from Hyuor storas from
2015 lo 2018, This estimate does nol include any
intergovernmental transfers, A recfpien! using the
three-ysar avorago to calonlate thelr growlh
adjusimont musi ba based on the definitian of
gonoral revonue, including toatment of
intergovernmantal fransfers, 20162018 raprasents
tha most zeceni avatlable data. See U.8. Census
Buregu, Siote & Losel Governmaont Finanae
Historival Datascts and Tables (2018}, hitps://
wamw.cahsirs.gov/programs-suveysipov-finances/
dataldatasets. html.
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years prior to the COVID-19 public
health emergency.

» Siep 3:1dentify actual revenus,
which equals revenues collected over
the past twaelve months as of the
calculation date.

« Slep 4:The extent of the reduction
in revenue is equal to counterfactual

revenue less aciual revenue. If actual
revenue oxceeds connterfactual ravenue,
the extent of the reduction in ravenus is
et 1o zevo for that calculation date.

For iltustration, consider a
hypathetical racipient with base year
revenue equal to 100, In Step 2, the
hypothetical racipient finds that 4.1

percent is greater than the recipient's
avernge annual revenue grawth in the
three full fiscal years prior to the public
health emergency, Furthermore, this
reeipient’s base yesr ends June 30, In
thig illustration, »n (months slapged) and
counterfactaal revenue would be equal
o

As of: 12/31/2020 12/31/2021 12/31f2022 12/31/2023
n {months elapsed) ... 18 30 42 fi4
COUNBHACHIAT FEVEIMIE! . rieveverctsinierissasssarssmssssnsbrinentes s ses s samessnsd senssbeasas e es i08.2 1106 1154 119.8
The overall methodology for
calsulating the reduction in revenus is
illustrated in the figure below:
0 7 Base yoar revenue
pzes Extent of reduction inrevenue
130 Ezmas Actual revenue (fast twelve monihs)
— ¢~ -~ Counterfactual revenue
120 e
——
— —_ -
110
100
ag
80 !
>
oy o
& o of
'$> QQ! QQ-

Upon receiving Fiscel Recovery Fund
payments, recipients may immediately
calculate revenue loss for the perlod
snding December 31, 2020.

Sections 602{c}{(1)(C) and 603(c){1}{C)
of the Act provide racipients with broad
latiinde to use the Fiscal Recovery
Funds for the provision of government
services, Government services can
include, but are not limited Lo,
maintenance or pay-go funded
building 7% of infrastracture, including
roads; modernization of cybersocurity,
including hardware, software, and
protection of critical infrastructure;
hoalth services; environmental
remediation; school or educational
garvices: and the provision of police,
five, end othex public safely services,
However, sxpenaes associated with
ohligations under jnstruments
evidencing financial indebtedness for

121Pgy-go Infrastmcture funding refers to the
ractice of funding capital projocts with cash-on-
Ennd from laxes, fees, gronts, end othor sources,
yather Uran with boreewad sums.

borrowed money would not he
considerad the provision of government
services, as these financing expenses do
not directly provide services or aid to
citizens. Specifically, government
services would not include interest or
principal on any cutstanding debt
instrument, including, for example,
short-term revenue or lax anticipation
notes, or fees or issnanca costs
associated with the issuance of new
debt, For the same reasons, government
sorvices would not inchude satisfaction
of any obligation avizing under or
pursuant to a settlement agreement,
judgment, consent decves, or judicially
confirmad debt restructuring in a
judicial, administrative, or regulatory
proceeding, oxcept if tha jndgment or
settlement required the provision of
government services, That is,
satisfaction of a setilement or judgment
itge)f is not & government sexvice, unless
the settlement vequired the provision of
government services, In addition,
replenishing financial reserves (6.4.,
yainy day or other reserve funds) would

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

Question 13: Are there sources of
ravenue that either should or shenld not
be included in the interim final rele’s
measurs of “general revenue” for
recipignis? If so, discuss why these
sources either should or sheuld not be
ineluded.

{Question 14; In the interim final ruls,
recipients are expecied to calculate the
reduciion in revenue on an aggregate
basis. Discuss the advaniages and
disadvantuges of, and any potential
congerns with, this approach, including
circumstances in which it could be
necessory or appropriate fo caleulate
the redustion in revenue by source,

Question 15; Treasury Is considering
whether fo take into account other
factors, including actions taken by the
reoipient as well s the expivation of the
GCOVID-19 public health emergency, in
determining whether {o presume that
revernue losses ave ‘due to” the COVID-
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19 public health emergency. Discuss the
advoniages and disadvantages of this
presumption, inclading when, if ever,
during the covered period it would be
appropriate to reevalnale the
prasumption that all losses me
attributable to the COVID-13 public
health emergency.

Qnestion 16: Do recipients anticipale
lugged revenue effects of the public
healih emergency? If so, when wonld
these lagged effacts be expected to
ocour, end what can Treasury fo do
support these recipients through its
implementation of the program?

Quesiion 17: In the interim final rle,
puying interest or principal on
goveramen! debt is not considered
provision of a government sexvice.
Discuss the advantages and
disadvantages of this approach,
including circumsiances in which
paying intevest or principal on
government debt could be considered
provision of a government service.

D. Investmenis in Infrastruciure

To assist in mesting the critical need
for investments and improvements to
existing infrastructure in water, sewer,
and breadband, tha Fiscal Recovery
Fands provide funds to State, local, and
Tribal governments te make necessary
investments in these sectors. The
interim final rule outlines eliglble 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 infeastructure systoms, and
provide aceass to high-quality
broadband service. Nacessary
tnvestments are designed to provide an
adegquate mininurmn level of service and
are unlikely to be made using private
sources of funds. Necessary invesiments
include projects that are required to
malntain a level of service that, at least,
meets applicable health-based :
stendards, taking into account resiliance
to climate change, or establishes or
fmproves broadband service to unserved
or underserved populations ta reach an
adeqguata level fo permit a household to
work or attend school, and that are
unlikely to be met with private sources
of funds, 124

1t is important that necessary
investments in water, sewer, or
broadband infrastructure be carried out
in ways that praduce high-guaitty
infrastructura, avert disruptive and
costly delays, and promote efficiency.
‘Treasury encourages recipients to

-
1zéfreasury nates that using funds to supporl ot
oppose collective bargaining would not be included
a5 porl of Ynecessaxy invesiments in waley, sewer,

or brozdband infrostructiee,”

ansura that waler, sewer, and broadband
projects usa strong labor standards,
ncluding project labor agreements and
comymunity benafits agreements that
offer wages at or above the prevailing
rate and include local hire provisions,
not only to pramote effactive and
efficient delivery of high-quality
infrastructure projects but also to
support the economic recovery through
strong employment opportunities for
workers. Using these practices in
construction projects may help to
ensure a yeliabla supply of skilled labor
that would minimize disyuptions, such
as those associated with Jabar disputes
or workplace injuries.

To provide public transparency on
whether projects axe using practices that
promote on-lime and on-budgst
delivery, Treasury will seek information
from recipients on their workforgs plans
and practices related to water, sewar,
and broadband projects undertaken with
Fiscal Recovery Funds. Tressury will
provide additional guidanca and
instructions on the reporting
requirernents at a later date,

1. Water and Sewer Infrastructure

The ARPA provides funds to State,
lacal, and Trihal governments to make
nacessaxy investments in water and
sewer infeastructure,1? By permitting
funds to be used for water and sewer
infrastructura needs, Congress
racognized the critical role that clean
drinking water and services for the
collection and (realment of wastewater
and stormwater play in protecting
public health, Understending that State,
lacal, and Tribal governments have a
hroad range of water and sewar
infrastructure needs, the interim final
rule provides these governments with
wide latitude to identify investments in
water and sewer infrastructure that ave
of the highest priority for their own
gornmunities, which may include
projects on privately-owned
infrastructure. The interim final rule
doss this by aligning eligible uses of the
Fistal Recovery Funds with the wide
range of types or categories of projects
that would be eligible to receive
financial assistance through the
Environmenta) Protection Agonay's
{EPA) Clean Water State Revaolving
Fund [CWSRF) or Drinking Water State
Revolving Fund (DWSRE),128

126 Seqtions 602{c)(1}(D); 603{a)(1}(D) of Dis Act.

20 invirenmental Protoction Agency, Diinking
Water Stalo Ravolving fund, hitps:/winv.epo.gov/
dwsrf (last visitad Apr, 30, 2021); Environmental
Protectlon Agoncy, Cloan Water State Revolving
Fund, hilps:/fanviopa goviowsif (last visited Apr,
30, 20%1). .

Established by the 1907
amendments 127 to the Clean Water Act
(CWA), 228 the CWSRF provides
financial nssistance for a wide range of
water infrastructure projects to improve
water qualily and address waler
pollution in a way that enables each
State to addrass and prioritize the needs
of theit populations, The types of
projects eligible for CWSRF assistance
include projects to construct, improve,
and yepair wastewater treatment plants,
contiro] non-point sources of pollution,
impyova restlience of infrastructurs to
severs waather events, craale green
infrastruchirs, and protect waterbodies
from pollution,3?° Each of the 51 State
programs established under the CWSRF
havs the flexibility to direct funding to
thedr particular snvironmental needs,
and each State may also have its own
statutes, rules, and regulations that
guide profect shigibilily,?30

The DWSRF was modeled on the
CWSRF and created as part of the 1998
amendments to the Safe Diinking Water
Act {(SDWA},131 with the prin(:ipal
cbjactive of helping public water
systems obtain financing for
improvements necessary o protect
public health and comply with dvinking
water regulations.t32 Like the CWSRFT,

127 Watar Quality Act ol 1887, Publie Law 100-
4.
128 Fgdaral Water Pollution Conlol Ast as
amended, codified at 83 U.8.C, 1251 ef 56,
cammon name {Clean Watar Act), In 2009, the
American Recovery and Rofnvostment Aol created
the Graen Frajsct Reserve, which increased the
focus en grasn infrostevcture, water and enorgy
officient, and environmonlally innovative projects.
Public Law 1115, The CWA wes amondoit by Lhe
Watsr Resources Roform and Davslopment Act of
2014 Lo furihor exprnd the CWSRIT's oltgibilities.
Public Law 119-121, The GWSRIF's eligibililics were
furiher expandad in 2018 by the America's Waler
Infrastruclure Acl of 2018, Publiv Law 125-270,

£20 Seq Euvironmental Protection Agenay, Tho
Drluking Water State Revolving Funds: Financing
America's Drinking Water, BPA-016-R—00-023
{Nov, 2000}, hitps://nepis.epa.govi/Bxel ZyPDF cgif
200024WB.PDF?Dackey=2000243W8.PDF; Soe also
Tavironmental Protection Agency, Laorn Aboul the
Claun Watsr Stols Revolving Fund, hitpsif/
wuv.epe.gov/owsrffleor-about-clean-waler-state-
revolving-fund-cwsrf {last visited Apr. 30, 2021},

13033 11.8.0C. 1363{c}. See aleo Knvironmenial
Prolection Agency, Overviaw of Clean Waier Stolo
Revolving Fund Eligibflities {May 2018}, https:i{
wrmv.cpa.gov/si!esﬂ:mducﬁonf Hles/2016-67/
documantsfoverview: of cwsif_ehgibilities_may._
2016.pdf; Claudia Copeland, Claon Waler Acl: A
Summaty of the Law, Gongressional Research
Serviee {Ocl. 14, 2018}, Kitps:{ifos.otglsgplorsfmise!
RE30030.pdf; Jonathon L Ntemsevr, Waslewaler
Infraskuctura: Overview, Funding, and Lagislalive
Davalopmonts, Congressional Research Servien
{May 22, 2018), hitpsijfos.orglsgp/orsimisc/
RI4663.pdf,

33192 US.C. 900)-12.

133 Environmental Protection Agonay, Drinking
Water Slate Revolving Fund Bliptbility Handhaok,
{June 2017}, hilps://uwww.epa.gov/sitas/production/
filesi2017-66/docviments/dwsif_ellgibility .
handbook fune_18 2017 updated §00_version.pdf;
Envirotmaental Protectian Agency, Drinking Waler
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the DWSRF provides States with the
flexibility to meset the neads of their
populations, 1?3 The primary use of
DWSRF funds is to assist communities
in making water inftasruetlure capital
improvements, including the
installation and replacement of failing
treatment and distribution systems.124
In administering these programs, States
must give priority to projects that ensure
compliance with applicable health and
environmental safety requireiments;
address the most serious visks to human
haalth; and assist systems most in need
on a per household basis according to
State affordability critexia 195
By aligning use of Fiscal Recovery

Tunds with the categories or types of
eligible projects undsy the existing EPA
state revolving fund programs, the
inlerim final vule provides recipients
with the flexibility torespond to the
needs of their communities while
ensuring that investments in water and
sewer infrastructure wade using Fiscal
Recovery Funds are necessary. As
dseussed above, the CWSRY and
DWSRF were designed to provids
funding for projects that protect public
health and safety by ensuring
comi)liance with wastewater and
drinking water health standards.’3% The
need lo provide funding through the
state revolving funds sugpgests that thase
projects ave lass likely to be addressed
with private sources of funding; for
sxample, by remediating failing ox
inadequate infrastructure, much of
which is publicly ownad, and b
addressing non-point sources o

ollution, This approach of aligning
with the EPA state revolving fund
programs also supports expedited
project identification and investment so
that needed relief for the people and
commmunities most affected by the
pandemic can deployed expeditiously
and have a positive impact ou their
health and wellbeing as soon as
possible, Fuxther, the interim final rule
is intended to preserve flexibility for
award recipients to direct funding to
their own dparticular needs and priorities
and would not preciude recipients from
applying their own additional project
sligbility eriteria,

Infrastcucture Needs Survay and Assessmont: Sixth
Report Lo Confmss {ddnrch 2018}, Ritps:f
wanw.epa.govisites/production/files/2018-10/
documenlisfeoreected, sixtl_drinking wolor.
infrasteaclurs, , neads_survay._and_assessmenl.pdf.

sadld,

i 7d, .

18542 1,8.C, 300§~52{b)(3}(A).

13oEnyhromnental Prolaction Agetcy, Leatn
About the Glean Waler State Revalving Fund,
hitpsithvwav.epa.gov/owsiffieor-aboul-clean-waler-
stale-revalving-fund-ecwsrf (last visited Apr. 36,
2011); 42 US.C. 300-12. :

In addition, respending to the
immediate neads of the COVID-19
public health emexgency may have
diverted hoth personnel and finsncial
resources from ofher State, local, and
Tribal pricrities, including projects to
sirsure conrpliance with applicable
water health and guality standevds and
provide safe drinking and usable
water,137 Through sections 802{c)(1}(D)
and 603(c)(1){D), the ARPA provides
resources to address these naeds,
Moraover, using Fiscal Recovery Funds
in accordance with the priorities of the
CWA and SWDA to “assist systems
mast in need on a per household basis
according to state affordability criterla”
would also have the benefit of providing
vulnereble populations with safe
drinking water that is critical to their
health and, thus, their ability to woerk
and. learn, 138

Recipients may use Fiscal Recovery
Funds to invest in a broad range of
profects that improve deinking water
infrastructure, such as building or
upgrading facilities and transmission,
distribution, and storage systems,
including replacoment of lead sevvice
Yines. Given the lifelong impacts of lead
exposuxe for children, and the
widespread natuze of lead service lines,
Treasury sncourages reciplents to
consider projects to xeplace lead service
lines.

Fiscal Recovery Funds raay also be
usad to support the consolidation or
astablishment of dvinking waler
systems. With respect to wastewater
infrastructure, recipients may use Fiscal
Recovery Funds to construct publicly
owned reatment infrastructure, manage
and traat stormwater or sithsurface
drainage waler, facilitale water reuse,
and secure publicly ouned treatment
warks, among other uses. Finally,
consistent with the CWSRTF and
DWSIF, Fiscal Recovery Funds may be
used for cybersecurity needs to protest
water or sewer infrastruclure, such as
devsloping effective cybersecurity
practices and measuves at drinking
water systems and publicly owned
treatment works.

Many of the types of projects eligible
under either tha GWSRY or DWSRF also

337 House Comnittes on the Budget, Stata antd
Local Governments ore in Dire Need of Foderal
Rebfel (Aug. 18, 2020), hips://budget.house.gov/
publications/repon/stete-and-local-goveraments-
are-dire-need-fedaral-reliaf.

198 Environmanial Prataction Aganey, Drinking
Watar Stale Rovoleing Fund {Nov, 2018), hitps:/f
mmv.epu.gav/sﬂasfpraduch‘ou/ﬂ!es/.?ﬂisd i
dacumentsifoct sheat - dwsif_overvipw, final_
o.pdf; Environmental Pratection Agoncy, Naltonal
Renefits Anslysis for Drinking Waler Regulations,
hitps:fvanvapagovisdwalnational-benefits-
analysic-drinking-walar-regulations (last wisitad
Apr. 30, 2020},

- support offorts to address climate

change. For example, by teking steps to
manage potential sources of pollutien
and praventing thess scuraes from
reaching sourges of drinking water,
projects eligible under the DWSRY and
the ARPA may reduce energy required
to treat drinking water. Similaxly,
projects eligible wnder the CWSRF
include measures to conserve and reuss
water or reduce the energy consumplion
of public water treatment facilities.
Trensury encourages recipients fo
consider green infrastrocture
investments and projects to improve
restHence to the offects of climate
change, For examyple, nors fraquent and
extrome pracipitation eventa combined
with gonsteuction and development
wrends have led to increased instances of
stormwater runoff, water pollution, and
flooding. Green infrastructure projocts
that support stormwater system
resiliengy could include rain gardens
that provide water sterage and filtration
benefits, aud green sireets, whera
vegetation, soil, and engineered systems
are combined to direct and filter
rainwater from impervious surfaces, In
casos of a natural disaster, recipients
may alsa nse Fiscal Recovery Fands to
provide relief, such as interconnecting
water systems or yehabilitaling existing
walls during an extended drought.

(Question 18: What are the advantages
and disadvaniages of aligning eligible
uses with the ehigible profect type
requirements of the DWSHF and
CWSRF? What other waler or sewer
project categories, if any, should
Treasury consider in addition to DWSRF
and CWSRF eligible profecis? Should
Treasury consider a broader general
category of water ond sewer projectst

Question 19: Whal additional water
and sewer infrastruciure categories, If
any, should Treasury consider {o
address and respond to the needs of
unserved, undeserved, or rural
commaunitiss? How do these projects
differ from DWSFR and CWSRF eligible
projects?

(juesiion 20: What new categories of
wafer ond sewer infrastructurs, if any,
shonld Treasury consider to support
State, local, and Fribal governments in
mitigating the negative Impacis of
climate change? Diseuss emerging
technologies and processes thal support
resiliency of water and sewer
infrastructure. Discuss eny challenges
faced by States and locol governmaonis
when pursuing or implementing climate
rasilient infrastruciure projects.

(uastion 21; Infrasiructire projects
related io dams and raservoirs ave
generally not aligible under the CWSRF
and DWSRF categoriss, Should Treasury
eonsider expanding eligible
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infrastructure under the interim final
rule to inchide dam ond reserveir
projects? Discuss public health,
environmental, climate, or squily
benefits and costs in expanding the
eligibilily to include these types of
projecis.

2, Broadband Infrastructurs

The COVID-18 public haalth
emergency has underscored tha
impoztance of universally available,
high-speed, reliable, and aifordable
hroadband roverage as millions of
Americans rely on the internet to
participate in, among critical activities,
remote school, healthcare, and work.
Recognizing the need for such
connectivity, the ARPA provides funds
1o State, territorial, local, and Tribal
governments to make necessary
invesiments in broadband
infrastrocture,

Tha National Telecommunications
and Information Administration (NTIA)
highlightad the growing necessity of
broadband in daily lives through its
analysis of NTIA Internet Use Survey
data, noting that Americans turn to
broadband internet access service for
every faget of daily life including work,
study, and healthcare.12¢ With increased
use of technology for daily activities and
the movement by many businessas 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 maasure, howevsr,
tens of millions of Americans Hve in
areas where there ig no broadband
infrastructurs that provides download
speeds greater than 25 Mbps and uploed
speeds of 3 Mbps.*® By contrast, as
notad helow, many households use
upload and download speeds of 100
Mbps to meet their daily needs. Even in
areas where hroadband infrastructure

138 Seg, ¢.g., hitps:fvanvantio.gov/blogl2020/
more-half-emerican-households-used-inferaet-
health-relatad-activities-2618-nlig-dota-show;
hitpsi/hvwsentia.gav/blog/2020/acarly-third-
amuricon-emplayees-worked-ramotely-2018-niia-
data-show: snd generally, hitps:/fuwnvatio.gov/
dala/digita}-nation-date-explorer.

140 Ag an oxampls, data from the Fedoral
Communications Commission shows that as ef June
2020, 5,07 porcent of the U.3, population had no
avattabla cable or fiber broadbend providers
providing groater than 26 Mbps download sposds
end 3 Mbps upload speeds, Availabilily was
significantly Joss for rural versus urlian populations,
with 35.57 porcent of the xaral population lacking
such agcess, compared with 2,67 porcent of the
wrlan population. Availability was also
significently loss for teibal versus non-tetbal
populations, with 36,92 percent of the tribel
populetion lacking such access, compared with 8.74
of tha non-tribal population, Federal
Conununications Commission, Fixed Broadband
Boployment, hitps://brondhendma pfeo.govflif Bast
visited May 9, 2021}

exists, broadbane access may he out of
reach for millions of Americans because
it i3 unaffordable, as the United States
has soma of the highest broadband
prices In the Organisation for Economic
Co-operalion snd Dovelopment

{OECD) 241 There ave disparities in
availability as well; historicaily,
Ainericans Tiving in territories and
Tribal Jands as well as rural areas have
disproportionately lacked suificient
broadband infrastencture. 34 Moxeover,
rapidly growing demand has, and will
likely continue to, guickly outpace
infrastructure capacity, a phenomenox
acknowledged by varlous states axound
the country that have set scalabilily
reguirements to account for this
anticipated growth in demand, 2

‘Fhe interim final rule provides that
gligible investments in broadband are
those that are designed to provide
services meeting adequate spesds and
are &)mvided 1o nnsarved and
underserved househalds mnd
husinesses. 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
gommunities Lo be served and to
otherwiss design the project.

Under the interim nal rule, eligible
projects are expected to ho designed to
deliver, upon project completion,
sexvica that reliably meets or exceeds
symmetrical upload and download
speeds of 100 Mbps. There may be
inslances 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
instancas, the affectad project would be
expected to be designed to deliver; upon
project completion, service that xeliably
meets or exceeds 100 Mbps download
and hetwesn at least 20 Mbps and 100
Mbps upload speeds and ba scalable to

141 How Da U.S, Internet Cosls Compars To Tha
Rest OF The World?, BroadbandSearch Blog Post,
availablo of hifps:/fwwaw.broadbondsearch.net/blog!
internet-costs-compared-worldwide,

142 §gg, 0.8, Ioderal Commumications
Commiseion, Fourteenth Broadband Daploymant
Report, available al hilpsi/idocs fee.gov/public/
attachments/FCC-21-18A1.pdf.

43 Ses, o.4., Wiinois Deparimont of Commerce &
Econmnic Oppartunity, Broadband Grants, I {lest
vislted May 9, 2021), hitpsiffwww.illinofs.gov/
does/Connectinois/Pages/BroadbondGraniz.aspx;
¥ansas Office of Bropdband Davolopment,
Broadband Aceoleralion Grant, hifps://

Wi kansoscommerca.gov/ivp-content/uploads/
2020711/ Broadbond-Acceleralion-Grantpdf last
visited May 9, 2021); New York Stala Assooiation
of Counllas, Universel Broadband: Daploylng High
Speed Inlornet Access fn NYS {Jul, 2617), hlips: 4
wiieaysoa.orglfiles/BroodbondUpdate
Repori2017(1).pdf.

a mivimum of 100 Mbps symmetrlcal
for download and upload speeds.’44 In
setting these standards, Treasury
identifiad speeds nacessary lo ensure
that broadband infrastructure is
sufficient to enable ugers to generally
mes! household needs, including the
ability to suppoxi the simultaneouns use
of work, education, and health
applications, and also sufficiently
robust to meet increasing household
demands for bandwidth. Treasury also
recognizes that different communities
and thalr membexrs may have a broad
range of internet neads and that those
neods may change over time.

In considering the appropriate spead
requirements for eligible projects,
Treasury considered estimates of typical
houssholds demands during the
pandemic. Using the Federal
Communication Commission’s (FCC)
Broadband Speed Guide, for example, a
household with two telecommuters and
two to threa remote leatners today ave
estimated to need 100 Mbps download
to work simultangously,®45 In
houssholds with more membars, the
demands may be greater, and in
households with fewer members, the
demands may be lass,

In considering the appropriate spsed
requirements for eligible projects,
Treasury also considered data usage
pattexns and how bandwidth needs have
changed over time for U.S. households
and businesses as people’s use of
tachnology in their daily lives has
avalved. In the few years preceding the
pandemic, market research data showed
that average upload speeds in the
United States surpassed over 16 Mbps
in 2017 *46 and continued to increase
significantly, with the average upload
spead as of November, 2019 increasing
to 48.41 Mbps, 147 altributable, in part to
4 shift to using broadband and the
internat by individuals and businesses

144This scalability threshold is consistont with
scalability requirements used in ather jurisdictions,
d.

145 Faderal Communications Convmisston,
Broadbeud Specd Guide, hips:/fnvwfoegov/
consutarsfguidestbroadbund-spesd-goida (fast
vislted Apr. 30, 2021},

146} etter from Lisa R, Youngors, President and
CRO of Fiber Broadband Assoatation 1n FCC, WG
Dacket No. 18-126 (filed Jan, 3, 2020}, including an
Appendix with zesearch from RVA LLG, Dala
Heview Qf The Imporlance of Uplood Specds {Jan.
2028}, and Ookla spead tost dala, avaflable at
htips:iiacfsapifee.govlfile/101030085218517/
PCC%20RDOF%20Jan% 203 %20
Ex%h20Farle,pdf. Additional informalion on Iistoria
growth in data usage is provided in Schools, Hoalth
& Litnarles Broadband Goalition, Common Sense
Soluiiens for Closing the Digitel Divida, Apr, 28,
2021,

147 I, Ses alsa United Statos’s Mabile and
Broadhand intemet Speeds—Speediest Global
ndex, avaflubla at Jlpsiffinvv.speedicst.net!
globalindexfmniled-stateshfived.
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{o create and share content using video
shoring, video conferancing, and ather
applications, 149 )

"Phe increasing use of dala aceelerated
markedly during the pandemic as
households across the country hecane
increastngly reliant on toals and
applications that vequire greater internet
capacity, both to download data but also
to upload data. Sending information
bacame as important as receiving it A
video consuliation with a heslthcare
provider or participation by a child in
a live classroom with a teacher and
fellow students vequires video to be sent
and received simultanecusly.® As an
example, some video conferencing
technology platforms indicate that
download and upload speeds should be
roughly equal to support two-way,
interactive vidso mestings,*50 For hoth
work and school, client matexials or
completed school agsignments, which
may be in the form of PDF files, videos,
or graphic fileg, also need to be shaved
with othars. This is often done by
uploading materials to a collaboration
site, and the upload speed available to
a uger can havs a significant impact on
the tirae 1 takes for the content to be
shared with others, 15 Thesa activities
requira significant capacity from hors
imternel connections to both download
and upload dala, especially when there
ave multiple individuals in ane
houschold engaging in these activities
gimultaneounsly.

This need for incrassed broadband
capacity during the pandemnic was
reflected inn increased usaga patterns
seen over the last year. As OpenVault
noted jn recent advisories, the
pandenic significantly incroased the
amount of data users consume, Among
data users observed by OpenVault, per-
subscriber average data vusage for the
fourth quarter of 2020 was 402.6
gigabytes per month, representing a 40
percent fncrease over the 344 gigabyles
sonsumed in the fourth quarter of 2019
and a 26 percent increase over the thivd
guarter 2020 average of 383.8

s Id,

148 0ne igh definitian Zaom mosting or class
requires approximately 3.0 Mbps/3.0 Mbps {up/
down).

160 §pg, o5, Zooim, System Requirements for
Windows, mac08, and Linux, hitps:i/f
suppeit. zoom.usfhefon-usfotticles/201362025-
Systom-re wirements for-Windows-macOS-ond-
Linim‘fh__tgz?a?m?z7-593:1‘-&1898-!)1ﬂa-ﬂﬁnﬂj.?wcﬁgc
{tsst visited May 8, 2021).

151 By one astimale, to uplaad a one gigabit vides
file lo YouTuba would take 18 mivutes at sn uplasd
spead of 10 Mbps compared with 1 1inute, 30
seqonds at sn upload speod of 100 Mbps, and 30
sogonds at an upload spesd of 300 Mbps.
Reviews.arg: What is Symmetrfcat intarnat? {March
2020).

gigabytes. 152 OpenVault also noted
significant inereases in upsirean: usage
among the data users it observed, with
upstream data usage growing 63
percent-—from 18 gigabyles to 31
gigabytes—belwaen Daecomber, 2018 and
December, 2020.15¢ According to an
OEGD Broadband statistic from June
2020, the largest pexcentags of 1.5,
broadband subseribers have services
providing speeds hetween 100 Mbps
and 1 Gbps, 154

Jurisdictions and Federal programs
ara increasingly responding to the
growing demands of their communilies
for hoth heightened download and
upload speeds. For example, IHlinois
now raquires 100 Mbps symmatrical
service as the construction standard for
its state broadband grant programs, This
standavd is also consistent with speed
levels, particularly download spaed
levels, priovitized by other Federul
programs supposting broadband
projects. Bids submilted as part of the
TCC in its Rural Digital Opportunity
Fund {RDOF), established ta supporzt the
consteuction of broadband networks in
rural communities across the country,
ave given priorily if they offer faster
service, with the service offerings of 100
Mbps download and 20 Mbps upload
being included in the “above basaline”
performanca tier set by the FCC.15% The
Broadband Infrastracture Program
{(BRIP} 158 of the Deparument of
Commerce, which provides Federal
funding to deploy broadband

152 QVBL: Covid-18 Drove 15 patcent Inccosse in
Braadband ‘Traffle in 2020, OpenVault, Quarierly
Advisory, (Fab. 10, 2021), avaflable al hilps://
aponvanlt.comfovbi-covid-19-drave-5 1-inerease-in-
brondhond-traffic-in-2020; See OpenVeult's data sot
Incorporates information on wsage by suliseribers
sesoss nuiltiple continents, including North
America and Busopo. Additionat deta and daleil on
increases in the amount of dala users consume and
e breadband speods they eve using is provided in
OpenVaull Broadbond Insighis Reporl 4,
Quarterly Advisory (Feb. 18, 2021}, avallable of
hups://apenvaul!.camlcomph‘men!o;;hreporl-a‘qzal.

1530VB1 Speciel Reports 202 Upsiream Growth
Noatly 8X of Pra-Pandornic Yeers, QponVault,
Quartarly Advisory, {Apsil 1, 20201), availabls at
Iitps:ffopenvanlt.comiovbi-special-repont-2020-
nps!mam-gmuﬂfirrt:!c-near)y-dx-af—pre-pnnderm‘c-
yeors/: Additional data iz provided in OpenVaull
Broadbond Insighls Pandemic Jmpact oz Upstream
Broudband Usage and Network Capacily, available
at hitpsi/fopenvaull.comfupsteam-whitopapex/,

184 Organtsotion for Economic Co-oporatlon and
Dovalopment, Mixed breadband subseriptions per
164 inhabitants, per speed ters (fune 2020), Jiltps://
winv.osed.orglstifbrondhand/s. 1-FixedBB-
SpredTiors-2020-08.xls wviv.oscd.oiglstif
broadband/brondband-stotistics.

158 Rural Digitel Opportanily Fund, Report and
Otdor, 35 FCG Red 508, 090, para. 0 {2020},
available af Iitpsifwww.feegov/document/fec-
lounches-20-hillion-rural-digital-oppartunity-fund-
a.

180T ha BIPP was sutliiorized by tho Consolidated
Approprintions Acl, 2021, Seelien ous, Public Law
118-260, 134 Stat, 1102 (Dec, 27, 2020},

infrastvuoture to eligible sexrvice areas of
the conntry aiso 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. 157

The 100 Mbps upload and downlead
speeds will support the increased and
growing needs of households and
Dusinesses, Reaognizing that, in some
instances, 100 Mbps upload speed may
be impracticable due to geographical,
topagraphical, or financial constraints,
the interim final rule permits upload
speads of betwasn at least 20 Mbps and
100 Mbps in such instances. To provide
for investments that will accommodate
taechnologies requiring symmatry in
download and upload speeds, as noted
ahove, eligibla projects that are not
designed to deliver, upon projact
completion, service that roliably meets
or exceads symmetrical spaeds of 100
Mbps becanse it would he impracticable
to do so should he designed so that they
can be scalable to such speeds,
Recipients ave also encouraged Lo
prioritize investments in fiber optic
infrastruciure where feasible, as such
advenced technology enables the next
generation of application solutions for
all communities.

Under tha intarim final rule, sligible
projects are expectsd to focus on
locations that are unserved ox
underserved, The interim final rule
treats users as being unserved or
underserved if-they lack access to a
wireline connection capable of xeliably
delivering at least minimum speeds af
25 Mhps download and 3 Mbps upload
as households and businesses lacking
this level of access are generally not
viaewed as baing able to oviginate and
raceive high-quality voice, data,
graphics, and video
telecommunications. This threshold is
consistent with tha FCC's benchmark for
an advanced telecommunications
capability.” 10 This threshold is also
consistent with thrasholds used in other
Federal programa to identify eligible
areas to be served by programs to
improve breadband services. For
exampla, in the FCC's RDOF program,
eligible areas include those without
current {or already funded) accass to
lerrestrial broadband service providing
25 Mbps download and 3 Mbps upload
speads.159 The Department of
Commerce’s BBIP slao considers
houssholds to ba “unserved” generally
if they lack access to broadband service

157 Saction 006(d)(4) of tha Consolidatad
Approptiations Act, 2021,

150 Dpplayment Raporl, stpra nole 142,

158 Rural Digital Opporunily Fund, supio note
166,
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with a download speed of not less than
25 Mhbps download and 3 Mbps upload,
among other conditions, In selecting an
area to be served by a project, recipients
are encouraged to avoid investing in
jocations that have existing sgreements
to build reliable wireline service with
mininnnn gpeeds of 100 Mbps
download and 20 Mbps upload by
Dagemmber 31, 2024, in order to avoid
duplication of efforts and resources.

Recipients ave also encouraged lo
consider ways to Integrate affordability
oplions into theiv program design. To
meek the immediate needs of unserved
and underserved households and
businesses, recipients ate encouraged to
focus on projects that deliver a physical
broadband connection by prioriiizing
projects that achieve last mile-
connections. Traasury also encourages
recipients to prioritize supgort for
broadband networks owned, operated
by, or affiliated with local governments,
non-profits, and co-operatives—
providers with less pressute to tumn
profits and with a gommitment to
serving entire communities,

Under sections 602{c)(1}(A} and
503(c){1)(A), assistance to houssholds
facing negative sconomic impacts duas to
COVID-10 iz also an eligible use,
including internet access or digital
literacy assistance. As discussed above,
in considering whether a poteniiat use
iz eligible under this category, a
recipient must consider whather, and
the extent to which, the kousshold has
expevienced a negative economic impact
from the pandemic.

Question 22: What are the advantages
and disadvantages of selling minimumn
symmetrical download ond upload
speeds of 100 Mbps? What other
minimum sfendords would be
appropriate and why?

Question 23: Would seiting such a
minimom be impractical for partieular
types of projecis? If so, whera and on
what basis should those projects be
identified? How could such a standmd
he sef while also taking into account the
practicalily of using this standard in
pavticular types of projecis? In addition
to topography, geography, and financial
factors, whai other consiraints, If any,
are velevant to considering whether an
investment js Impracticable?

Question 24: What are the advantages
and disudvantages of setling a
minimum level of service af 100 Mbps
download and 20 Mbps uplead in
projects where it Is impracticable to set
minimam symmetrical download and
upload speeds of 100 Mbps? What are
the advaniages and disadvantages of
seiling a scalubility requirement in these
cases? What other minimum standards
would be appropriate and why?

Question 25: What are the advaniages
and disadvanteges of facusing these
investments on those withou! access to
a wiraling connegtion that reliably
delivers 25 Mbps download by 3 Mbps
upload? Would another threshold be
apprapriale and why?

Question 26; What are the advanlages
and disadvantages of setting any
porticular threshold for identifying
unserved or underserved areas,
minimum speed slandards or scalability
minimum? Are there other standards
that should be set {e.g., latency)? If so,
why and how? How can such threshold,
standurds, or minfmum ba set in a way
that bolances the public’s interest in
making sure that reliable broadband
services meeting the duily nesds of all
Americans are available throughout the
country with the providing recipients
flexibility to meet the varied needs of
their communiiies?

I1Y, Resteictions on Use

As discussed above, vecipients have
considerable flexibilily to use Fiscal
Recovery Funds to address the diverse
needs of their communities. To ensure
that payments from the Fiscal Recovery
Funds are used for these congressionally
permitted purposes, the ARPA includes
two provisions that further define the
houndaries of the statute’s eligible vses.
Section 602{c)}{2){A) of the Act provides
that Statas and lerritories may not “use
the funds ., . . to sither diraatly or
indireetly offset a rednction in. ., net
tex ravenue . . .resuiting from a change
in law, regulation, or administrative
interprotation dwring the covered period
that reduces any tax . . . or delays the
jmposition of any tax or tax increase.”
In addition, sections 602(cH2)(B) and
603{c)(?) prohibit any recipient,
including cities, nonentitlement units of
gavernment, and counties, from using
Tiscal Recovery Funds for deposit into
any pension fund, These restrictions
support the use of fands for the
congrossionally permitted purposes
described in Section Il of this
Supplementary Information by
providing a backstop against tha use of
funds for purposes culsids of the
aligib]e use categories,

These provisions give foxce to
Congress’s clear intent that Fiscal
Recovery Funds be spent within the
four aligible uses identified in the
statute—{1) to raspond to the public
health emergency and its negative
economic impacts, (2) to provide
premium pay to essential workers, {3) to
provide government services Lo the
extent of eligible governments’ revenue
Josses, and {4) to make necessary water,
gewaer, and broadband infrastructure
investments—and not atherwise. These

four eligible uses reflecl Gongrass’s
judgment that the Fiscal Recovery
Funds should be sxpended in particular
ways that support recovery from the
COVID-1g public heslth emergency.
The furthor vestrictions reflect
Congress's judgment that fax euts and
pension deposits do not fall within
these eligible uses. The interim final
yule describes how Treasury will
identify when such uses have occurred
and how it will vecoup funds put
toward these impermissible uses and, s
discussed in Section VIlI of this
SUPPLEMENTARY INFORMATION, establishes
a reporting framework for monitoring
the use of Fiscal Recovery Funds for
aligible uses.

A. Deposit Inio Pension Funds

Tha stalute provides that vecipients
may not use Fiscal Recovery Funds for
““deposit into any pengion fund," For
the reasons discussed helow, Treasury
interprats “"deposit” in this context to
rafer to an extracrdinary payment info a
pension fund for the purpose of
reducing an accrued, unfundad Hability,
More specificaily, the interim final rule
does not permit this assistance to be
usad to make a payment into a pension
fund if both:

1, The payment reduces a lability
incurred priot to the start of the COVID-
18 public health emergency, and

2. the payment oceurs ontside the
recipient’s rogular timing for making
such payments,

Under this interpretation, a “deposit”
is distinct from a “payroll
contribution,” which oceurs when
ernployers make payments into pension
funds on regular intervals, with
coniribution synounts based on a pre-
determined percentage of employees’
wages and salaries,

As discussed above, eligible uses for
premium pay and responding to the
negative aconomic impacts of the
COVID-18 public health emergency
include hiring and compensating public
sector employees, Interprating the scope
of “deposit” to exclude conteibutions
that are part of payroll conteibutions is
maore consistent with thess eligihle uses
and would raduce administrative
buxden for recipients. Accordingly, if an
ermnployes's wages and salaries are an
eligible use of Fiseal Racavery Funds,
recipients may treat the employes's
covered benefits as an eligible use of
Tiscal Recovery Funds. For purposas of
the Fiscal Recovery Funds, covered
benefits includs costs of all types of
leave (vacalion, family-related, sick,
military, boresvement, sabbatical, jury
duty), employss insuvance (health, life,
dental, vision), retirement (pensions,
401{})), vnemployment benefit plans
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{Faderal and State), workers'
compensation insurance, and Federal
Insurance Contributions Act laxes
{which includes Social Security and
Medicare taxes).

Tyreasury anticipates that this
approach to employees' covered benefits
will be comprehensive and, for
smployees whase wage aud salary costs
are eligible expenses, will allow all
covered benefits listed in the previous
paragraph to be eligibla under the Fiscal
Recavery Funds, Treasury expects that
this will minimize the administzative
burden on xecipients by treating all the
spocified coverod benefit lypes as
eligible expenses, for employass whose
wage and salary costs ate aligible
expenses. :

Question 27: Beyond a “deposit” and
a “payzoll contribution,” ara thera other
types of payments into a pension Jund
that Traasury should consider?

B. Offset ¢t Reduction in Net Tax
Hevenue

For States and texritories (recipient
gavernaments 199}, seclion 602{a)(2)(A}—
the offset provision-prohibits the use
of Fiscal Recovery Funds to directly or
indivectly offset a reduction in net tax
revenua resulting from a change in law,
regulation, or administrative
interpretation 161 during the covered
period. If a State or territory uses Fiscal
Recovery Funds to offset a reduction in
not tax revenie, the ARPA provides that
the State or territory must vapay to the
Treasury an amount equal to the lesser
of (i) the amount of the applicable
reduation attributable to the
impermissible offset and (if) the amount
raceived by the State or territory under
the ARPA. Sze Section IV of this
SUPPLEMENTARY INFORMATION, As
discussed below Section 1V of this
SUPPLEMENTARY INFORMATION, a State or
territory that chooses to use Fiscal
Recovery Funds to offset a reduction in
net tax fevenue does not forfeit its entive
allogation of Fiscal Recovery Funds
funless it misused the full allocation to
offset a reduction in net lax revenue) or
any non-ARPA funding received.

The interim final mle implements
thesa conditions by eslablishing a
framework for States and territaries to
determine the cost of changes in law,
vegulation, or interpretation that veduce
tax ravenue and to identify and value
ths sources of funds that will offset—

1681y this sub-seclion, “racipient govormmenis™
refars enty lo States end tenitories, In other
sections, “recipient governmonts” refers mara
broadly Lo eligible govermments recolving fimding
frow the Fiscal Recovery Funds.

15t Por brevity, reforred to as “changss in law,
regulstion, or interprelatfon® for the ramaindor of
this premnble.

is., cover the cost of—any raduction in
net tax revenue resulling from such
changes. A reciplent govarnment would
only be considered to have used Fiscal
Recovery Funds to offset a xeduction in
net tax revenue resulting from changes
in law, regulation, or interpretation if,
and to the extent thal, the recipient
government could not identify sufficient
finds from sovrces other than the Fiscal
Racovery Funds to offset the reduction
in nat 1ax revenue, If sufficient funds
from other sources cannot be identified
to cover the full cost of the reduction in
net tax revenue resulting from changes
in law, xegulation, or interpretation, the
remaining amount not covered by these
sources will be considered to have been
offset by Fiscal Recovexy Funds, in
comtravention of the offset provision.
The interim final rule recagnizas three
sources of fands that may offset a
reduction in net tax ravenue other than
Fiscal Recovery Funds—organic growth,
increases in revenus (e.g., an increase in
a lax rate}, and gertain culs in spending.

In order to reduce hirden, the interlm
final rule's approach also incorpozates
the types of information and modeling
already used by States and lerritorles in
their own fiscal and budgeting
processes. By incorporating existing
budgsting 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 Recovary Funds based on
information they likely have or can
obtain. This approach ensures that
racipient governments have the
information they need to undexstand the
impHcations of their decisions regording
the use of the Fiscal Recovery Funds—
and, in particular, whether they ave
using the funds to divectly or indivectly
offsat & veduction in net tax revenue,
making them potentiaily subject to
recounpment,

Reporting on both the eligible uses
and on a Stete’s or territory’s coverad
tax changes that would reduce tax
revenue will eneble identification of,
and recoupment for, use of Fiscal
Recovery Funds to directly offset
reductions in tax revenue resulting from
tax relief, Moreavar, this approach
racopnizes that, because monay is
fungible, even if Fiscal Recovery Funds
are nat explicilly or directiy used ta
sover the costs of changes that reduce
net tax revenue, those funds may be
used in a manner inconsistent with the
statute by indirectly being used to
substitule for the State's or tercitory’s
funds that would otherwise have been
needad to cover the costs of the
reduction. By focusing on the cost of
chamges that raducs net tax revenue—
and how a recipient govarnment is

offsetting those reductions in
constrecling its budget over the coverad
period—-the framework prevents effoxts
lo use Fiscal Recovery Funds to
indiractly offset reductions in net tax
revenue for which the recipient
government hrs not identified other
offselling sources of funding.

As discussed in greater dstail below
in this preamble, the framework set
forth in the interim final rule establishas
a step-by-step process for determining
whether, and e extent to which, Fiscal
Racovery Funds have been used to offset
a reduction in net tax revenue, Based on
information reported amally by the
recipient government:

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

+ Second, the interim final rule
recognizes that it may ba diificult to
predict how a change wonld affect net
tax revenua in future years and,
agcordingly, provides that if the total
value of the changes in the year for
which the recipient government is
raporting is below a de minimis level,
as discussed below, the recipient
government need not identify any
sources of funding to pay for revenue
reducing changes and will not be
subject to recouprment,

s Third, a reciplent government will
consider the amount of actual tex
revenue recorded in the year for which
they ara reporting, If the recipient
government's actual tax Tevenue is
greater than the amount of tax revenue
roceived by the recipient for the fiscal
year ending 2018, adjusted annually for
inflation, the recipient government will
not he considered to have violated the
offset pravision because there will not
havs been a reduction innet tax
revenue,

s Fourth, if the recipient
government’s actual tax revenus is less
than the amount of {ax revenus raceived
by the recipient government for the
fiscal year ending 2018, adjusted
anmually for inflation, in the veporting
year the recipient govermmnent will
identify any sowrces of funds that have
besn used to permissibly offset the total
value of noverad tax changes other than
Tisoal Recovery Funds, These ave;

O State ox tervitory tax changes that
would increass any source of general
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fund revenue, such as a change that
would increase a tax rate; and

O Spending cuts in areas not being
replaced by Fiscal Recovery Funds,

The recipient government will
caleulate the value of revenue reduction
remaining after applying thess souwrces
of offsetting funding to the total value of
revenue reducing changes—that, is, how
much of the tax changs has not beent
paid for, The vecipient government will
then compare that value to the
differenca between the baseline and
actual lax revenue. A recipient
government will not be required to
repay to the Treasury an amount that is
greater than the recipiont government’s
actual tax revenue shorifall relative to
the bassline {i.6., fiscal year 2019 tax
ravenue adjusted for inflation). This
“vevenue reduction fap,” together with
Step 4, ensures that racipient
povernments can use oiganic revenue
prowth to offset the cost of revenue
raductions,

+» Finally, if there ave any amounts
that could be subject to recoupment,
Treasury will provide notice to the
recipisnt government of such amounts.
This process is discussed in greater
detail in Section IV of this
SUPPLEMENTARY INFORMATION,

‘Togather, these staps allow Treasury
to identify the amount of raduction in
net tax revenue that both is attributable
to covered changes and has been
directly or indivectly offset with Fiscal
Recovery Funds, This process ensuras
Fiscal Recovery Funds are used in a
ranner consistent with the statute’s
dofined eligible nses and the offset
provision's limitation on these eligible
uses, while avoiding undus interference
with State and territory decisions
regarding tax aud spending policies.

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

The inter!m final rule includes several
definitions that are applicable to the
fmeplementation of the offsel provision.

Coversd change. The offset provision
is triggered by a reduction in net tax
revenue resulting from “a changs in
law, regulation, or administeative
interpretation.” A covered change
fncludes any final Jegislative or
regulatory action, a new or changed
administeative interpretation, and the
phase-in or taking effect of any statule

or rule where the phase-in or taking
affect was nol prascribed priox to the
start of the covered peried, Changed
adminisirative interpratations would
not include gorrections to replace prior
inaccurats inderpratations; such
corrections would instead be treated as
changes implementing legislation
enacted or regulations issued prior to
the coversd pertod; the operative change
in those civcumstaneas is the undexlying
legislation or regulation that occurred
prior to the covered period, Moreover,
only the changes within the contrel of
the State or territory are considered
vovered changes. Covered changes do
not include a change in rate that is
triggered automatically and based on
statutory or regulatory criteria in effect
prior to the covered period. For
example, a state law that sets its sarnod
income tax credit (BITC) at a fixed
percentage of the Federal EITC will ses
fts BITC payments antomatically
increase—and thus ifs tax revenue
reduged—baganse of the Federal
Governmeni’s expansion of the EITC in
the ARPA,16? This would not be
considered a covered change. In
addition, the offsat provision applies
only to actions for which the change in
policy ocons during the covered periad;
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 aunounced that income
tax changes—aven these made during
the covered period-—that simply
conform with vecent changss in Federal
law (including thoss to conform to
racent changes in Federal taxation of
wnemployment Insurancs benellts and
taxation of loan forgiveness under the
Paychack Protection Program) are
permissible under the offset provision.

Baseline. For purposes of measuring a
reduction in net tax vevenus, the interim
fingl yule meagures actual changes in tex
revanue relative Lo a revenue baseline
{bageline). The baseline will be
calenlated as fiscal yeav 2018 (FY 2018}
{ax reverue indexed for inflation in
sach year of the covered period, with
inflation ealeutated using He Bureau of
Economic Analysis’s Implicit Price
Doflator, 793

FY 2019 was chosen as the stazting
year for the baseline becausoe it is the
fast full fiscal year prior to the COVID-

102 Sge, o.g., Tox Policy Gontar, How do slale
sarned income iox credits work?, hlps:y//
winvdaxpolioycenter.oigfbriofing-baok/hou-do-
stale-sarned-income-dnx-credits-iork/ (iast visited
May 8, 2021).

103,58, Dopastinent of Gammerca, Burean of
Economie Analysis, GIP Price Deflatar, hittps:i//
wivinbea.gavidalu/prices-iuflollon/gdp-price-
daflator (Iast visited Mny 0, 2021},

19 public health emergency.*94 This
hasaline year is consistent with the
approach directed by the ARPA in
sections 602{c)(1)(C) and 603(c)(1){C),
which identify the “most recent full
fiseal year of the [State, texritory, or
Tribal government] prio: (o the
emergency” as the comparator for
measuring revenue loss, U.S. gross
domestic product is projected to
rebound to pre-pandemic levels in
2021,185 guggesting that an FY 2019 pre-
pundemic baseline is a reasonable
comparator for future xevenue lovels.
‘I'he FY 2019 baseline revenua will be
adjusted annually for inflation to allow
for direct comparison of actual tax
revenue in each year (reported in
nominal terms) to baseline revenus in
gcommon units of measursment; without
inflation adjustment, sach dollar of
reporied actual tax revenus would be
worth less than each dollar of baseline
ravenus expressed in 2019 terms,

Reporting year. The intevim final rule
defines “reporting year” as u single ysar
within the covered period, aligned to
the current fiscal year of the recipient
government during the covered period,
for which a recipient government
reports the value of coverad changes
and any sources of offsetiing revenus
increases (Min-year” valus), regardless of
when those changes were snacted, Fox
the fiscal years ending in 2021 or 2025
(partial years), the term “reporting year”
refers to the portion of the year falling
within the covered pexiod. For exampls,
the reporting year for a fiscal yeax
beginning July 2020 and ending june
2021 would be from March 3, 2021 to
July 2021.

Tax revenue, The interim final rule's
definition of “‘tax ravenue” is based on
the Census Burean's definition of taxes,
used for its Annusl Survey of State
Government Finances. 166 Ii provides a
congistent, well-established definition
with which States and territories will be
familiar and is consistont with the
approach taken in Section ILG of this
SUPPLEMENTARY INFORMATION describing
the implemenialion of sections
502{c)1)C) and 603{cH{1)}(C} of the Act,
regarding revanue loss, Gonsistent with
the approach described in Section ILG
of this SUPPLEMENTARY INFORMATION, tax

101 Using Plscal Yoar 2018 Is consistant with
section 602 as Conprass provided for using that
basoline for detarmining tha impact of revanus loss
affecting the provision of government services. See
saction 802(c)(1}C)

185 Congresslanal Budgot Office, An Ovarview of
lz¢ Economie Quttook: 2021 to 2031 {Februagy 1,
2021}, available ot hitps:ffnawenccbo.gov/
publicalion/56865,

2w061},8, Gensus Duraay, Annual Survay of Slale
and Local Governmant Finances Glassary, Mips:/f
wiviv.gansus.goviprogroms-sivepsfstatelobout/
glossay.himl (ast visited Apr. 36, 2021),
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ravenue does not include revenus taxed
and collected by a different unit of
govermnent (e.g., xevenue from taxes
levied by a local govermment and
transferred to a revipient government).

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

{1) Covered changes that reduce lox
revenue, For each reporiing year, a
recipient government will identify and
value coverad changss that the vecipient
government predicts wlil have the effect
of reducing tax revenue in & given
reporting year, similar to the way it
wonld in the ordinary course of its
budgeting process. The value of these
covered changss may ba reported hased
on estimated values produced by a
budget model, incorporating reasonable
assumplions, that aligns with the
recipient government's existing
approach for measuring the effects of
fiscal policies, and that measures
relative to a current law baseline, The
coveraed changes may also bs raported
based on actual values using a slaiistical
methodology to isolats the change in
year-over-year revenue attributable to
the covered change(s), relative to the
current law baseline prior to the
change(s). Further, estimation
approaches should not uge dynemic
methodologies that incorporate the
projacted sffects of macrasconomic
grawth hecause macraeconomic growth
is accounted for sepazately in the
framework. Relative to these dynamie
scoring methodologiss, scoring
methodologies that do not incorporate
projected effects of macroeconomic
grawth rely on fewer assumptions and
thus provide groater consisiency among
States and territories, Dynamic scoring
that incoxporates macrasconomic
growth may also increase the likelihood
of underestimation of the cost of &
reduction in tax revenve.

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

and territories alveady consider tax
changes.107

{2) In excess of the de minfinis, The
recipient government will next caleulate
the total value of all covered changes in
the reporting year resulling in revenue
reductions, identified in Stap 1. If the
tatal value of the vevenua reductions
resulting from these changes is below
the de minimis level, the recipient
government will be deamed not to have
any revenua-reducing changes for tha
purpose of determining the recognized
net Teduction. If the total is above the de
minimis leval, the recipient government
must 1dentify sources of in-year revenue
to cover the full cests of changes that
raduce tax revenue,

The de minimis level is caloulated as
1 percent of the reporting year's
haseline, ‘Treasury recognizes that,
pursuant to their taxing authorily, States
and territorfes may make many small
changes to alter the composition of their
tax revenues or implement other
policies with marginal effects on tax
revenues, They may also make changes
based on projected revenue effects that
turn out to differ from actual effects,
unintentionatly resulting in minor
revenue changes that ave not fairly
described as “resulting from" tax law
changes, The de minimis level
recognizes the inherent challenges and
uncertainties that reciplent governments
face, and thus allows relatively small
reductions in tax revenus without
congequence, Treasury dstermined the 1
percent level by assessing the historical
effacts of stale-level tax policy changes
in state RITCs implemented to effect
policy goals othar than reducing net tax
revenues,}d® The 1 percent de minimis
level reflects the historical reductions in
revenua due to minor changes in state
fisga] policies.

{3) Safe harbor. The recipient
government will then compare the
reporting year's actual tax yevenue fo
the baseline. If actual tax revenue is
grealer than the baseline, Treasury will
deom the yecipisnt government not lo
have any rocognized net reduction for
the reporting year, and therefore to be in
a safe harbor and ountside the ambit of
the offset proviston. This approach is
consistent with the ARPA, which
contemplates recoupment of Fiacal
Recovery Funds only in the avent that

07 Sgg, .8, Megan Randatl & Kim Ruchen, Tax
Policy Center, Sustainahla Budgeting in the Statos:
FEvidence on State Budget Institutions and Practices
(Nov. 2017), aveilable at hlpsi/
wunwtoxpolleycentar.orglsties/defauli/filas/
pubHc:al:'anl:?4.91ab‘lsuslainab!a-budgeh‘ng-in-fhm
states_1.pdf.

168 Data provided by the Usan-Brookings Tax
Palioy Center for stolo-loval BLTC changos for 2004~
2017,

such funds are used to offset a reduction
in net lax revenue, If net tax xevenue las
not been reduced, this provision dees
not apply. In the event that actual tax
yavenue is above the baseline, the
arganic revenue growth that has
soourred, plus any other vevenue-raizing
changas, by definition must have basn
enough to offset the in-year costs of the
coverad changes.

(4) Consideration of other sonrces of
Junding. Next, the recipient government
will identify and caleulate the total
value of changes that conld pay for
revenue reduction due to covered
chenges and sum these items, This
amount can be used to pay for up to the
total value of yavenue-reducing changes
in the reporting year, These changes
consist of lwo categories:

(2) Tax and other increases in
revenue. The recipient government must
{dentify and consider cuvered changes
in policy that the recipient government
prediats will have the offect of
increasing genoral revenue in a given
reporting year, As when identifying and
valuing covered changes that reduce tax
revenue, the value of revenue-raising
changes may be reported based on
astimated velues produced by a hudget
madel, incorporating reasonable
assumptions, aligned with the recipient
government's existing approach fox
measuring the effects of fiscal policies,
and measured relatlve to a cucrent law
baseline, or based on actual values using
a statistical methodology to isolate the
change in year-over-year revenue
attributablo to the covered changs(s}.
Further, and as discussed ahave,
estimalion approaches should not use
dynamic scoring mathodologies that
incorporate the effacts of
macrosconamic growth becanse geowth
is accounted for separately under the
interim final xule, In general and whera
possible, reporting should be produced
by the agency of the recipient
government responsible for estimating
the costs and effects of fiscal policy
changes. This approach offers recipient
governments the flexibility to determine
their reporting methiodology basad on
their existing budget scoring practices
and capabilitics.

{h) Covered spending culs. A recipient
government also may cut spending in
certain aveas to pay for covered changes
that reduce tax revenue, up to the
amount of the recipient government's
net reduction in total spending as
describad bslow. These changes must be
raductions In government outlays not in
an area where the recipient government
has spent Fiscal Recovery Funds. To
baetter align with existing reporling 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
I'unds on that same department, agency,
or authority. This approach was selected
to allow recipient governmants to report
how Fiscal Recovery Funds have been
spent using reporting units already
incorporated. into theix budgeting
procass, If they have nol spent Fiscal
Recovery Funds in a department,
agency, or anthority, the full amount of
the vaduction in spending counts as 4
covered spending cut, up to the
recipient government's net reduction in
total spending, If they have, the Fiscal
Recovery Funds generally would be
deemed to have replaced the amount of
spending cut and only reductions in
spending above the amount of Fiscal
Recovery Funds spent on the
department, agency, or authority would
count.

‘T'o caloulate the amount of spending
culs that ave available to offsst &
reduetion in tax revenue, the racipient
government must first consider whather
there has been a reduction in fotal net
spending, excluding Fiscal Recovery
Funds (net reduction in total spending),
Thia approach ensures that raported
spending cuts actually create fiscal
space, rather than simply offsetting
other spending increases. A net
reduction in total spending is measured
as the diffarence hetwesn total spending
in each reparting year, excluding Fiscal
Recovery Funds spent, relative to total
spending for the recipient’s fiscal yaar
ending in 2019, adjusted for inflation.
Measuring reductions in spending
relalive to 2019 reflecis the fact that the
fiscal space created by a spending cut
persists so long as spending remains
below its original level, even if it does
not decline further, velative to the same
amount of revenue, Measuring spending
cuts from year to year would, by
confrast, not vecognize any available
funds to offset revenue reductions
unless spending continued to dacline,
failing to reflect the actual availability of
funds created by a persistent change and
Iimiting the discretion of States and
territories. In general and where
possthle, reporting should be produced
by tha agency of the recipient
government responsible for estimating
the costs and effacts of fiscal policy
changes. Treasury chose this approach
because while many recipient
governments may score budget
legislation using projsctions, spending
cuts are readily observable using aclual
values,

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

offsat for a reduction in net tax
revanue-—aims io prevent yecipient
governments from using Fiscal Recovery
Funds to supplant State or territory
fanding in the eligible use avens, and
then use those State or territory funds to
offset tax culs, Such an approach helps
ensure that Fiscal Recovery Funds are
not used to "indivectly” offset vevenue
reductions due to covared changes,

In order to help ensure recipient
govermments use Fiscal Recovery Funds
in a manner consistent with the
presciibad eligible uses and do not use
Fiscal Recovary Funds to indivectly
offset a reduction in net tax revenue
resulting from a coverad change,
Treasury will moniter changes in
spending throughout the eovered
period. Tf, over the course of the covered
period, a spending cut is subsequently
veplaced with Tiscal Recovery Funds
and used to indirecily offset a reduction
in net tex revenus resulting from a
caversd change, Treasury may consider
such change to be an evasion of the
vestrictions of tha offset provision and
seek recoupment of such emounts.

{5) Identification of amountis subjfect
io recoupment. If a recipient
government (i) reports covered changes
that reduce tax revenna (Step 1}; (ii) to
a daegres greater thian the de minimis
{Step 2J; (i) has experienced a
yedustion in net tax yevenus (Step 3};
and (iv) lacks sufficient revenue from
other, permissible sonrces to pay for the
sntirely of the reduction (Step 4{ then
the recipient government will he
considered to have used Fiscal Recovery
Funds to offset a reduction in net tax
ravenue, up to the amount that revenue
has actually declined. That is, the
maximuim value of reduction in vevenue
due to cavered changes which a
recipient government must cover is
capped at the difference between the
baseline and actual tax revenue. % In
the event that the hageline is above
actual tax vevenus and the difference
betwaen them is less than the sum of
ravenus reducing changes thal sre not
paid for with other, permissible sources,
organic revenue growth has implicitly
offset a portion of the veduction, For
example, if a recipiont government
raduces tax revenna by $1 billion,
makes no other changes, and
experiences ravenue growth driven by
organic sconomic growth worth $500
million, it nesd only pay for the
remaining $500 million with sources
other than Fiscal Recovery Funds, The
revenue reduction cap implements this

3o Phis cap Is applied tn §38.0(c) of the interim
finol role, calenlaling the smount of funds used in
violation of Uso tax offsel provision.

approach for permitting organic revenus
growth to cover Lhe cost of tax cuts.

Finally, as disonssed further in
Section IV of this SUPPLEMENTARY
INFORMATION, a recipiont government
may request xeconsideration of any
wmownts identified as subject to
recoupment vnder this framework, This
pracess ensures that all relevant facts
and circumstancas, inaluding
information regavding planned spendiog
cuts and budgeiing assumptions, ave
censidered prior lo a determination that
an amount niust ba vepaid. Amounts
subject to vecoupment are calculated on
an annual basis; amounts racoupsd in
ona year cannot be returned if the State
or territory subsequently xeports an
increase in net tax revenue.

“To facilitate the implemantation of
the framnework above, and in addition to
reporting required on oligible uses, in
aach year of the reporting peried, each
State and territory will repoxt to
Treasury the following items:

+ Actugl net tax revonus for the
reporting year;

+ Bach revenue-reducing change
made to date during the coversd period
and the in-year value of each change;

« Fach révenueraising change made
{0 date during the covered period and
the in-year value of each change;

» Each covered spending out made to
date during the covered period, the in-
year value of each cut, and
deooumentation demonstvating that each
spending cut is covered as presexibed
under the interim final rule

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

nestion 28: Doas the inlerim final
rale’s definition of lax revenne accord
with existing State ond territorial
practice and, if not, ave there other
definitions or elements Treasury should
consider? Discuss why or why nol.

Qnestion 28: The ilerim final ruls
permits cerlain spending cuis ta cover
the costs of reduciions in iax revenue,
inchading cuts in a depariment, agency,
or authorily in which the recipient
government is not using Fiscal Recovery
Funds, How should Treasury ond
recipient governmentis consider the
gcops of a depariment, agency, or
authority for the use of funds to ensure
spending culs are not being substituied
with Fiscal Recovery Funds while also
avoiding an overbroad definition of that
captures spending that is, in fact,
distinct?

(nestion 30: Disenss the budget
scoring methodologiss currently used by
States and territaries, How sheuld the
interim final rule tuke info
consideration differences in
approaches? Plense diseuss the use of
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practices Including bui not limited to
macrodynamic scoring, microdynamic
scoring, and length of budget windosvs,

Quustion 31: If a recipient government
has a balanced budget requirement, how
will thal vequirement impaet ils use of
Fiscal Recovery Funds and ability to
jmplement this fromework?

(lnastion 32: To implement the
framework doscribad above, the inlerim
final yuls sstablishes certain reporiing
requirements. To what extent do
recipient governmenis already produce
this information and on what ifmeline?
Discuss ways that Treosory and
recipient governments may better rely
on Information already produced, while
ansuring a consistent application of the
framework, i

Question 33; Discuss States’ and
territories’ ability to produce ihe figures
and numbers required for reporting
under the intetdm final rule, What
additional reporting teals, such as a
standardized template, would facilitate
States' and territories’ ability to
complete the veporting required under
the mierim final rule?

C. Other Restriclions on Use

Payments from the Fiscal Recovery
Funds are also subject to pre-axisting
limitations provided in other Federal
statutes and regulations and may not be
used as non-Federal match for other
Federal programs whose staiute ox
regulalions barx the vse of Federal funds
to meet matching vequirements. Fox
exampls, payments from the Fiscal
Recovery Funds may not be used (o
satisfy the State shave of Medicaid 170

As provided for in the award tenms,
payments from the Fiscal Recovery
Funds as a general matter will be subjact
to the pravisions of the Uniform
Administrative Requivements, Cost
Principles, and Audit Requivements for
Tederal Awards {2 CFR part 200) {the
Uniform Guidance), including the cost
principles and restrictions on general
provisions for selected items of cost,

D. Timsling for Use of Fiscal Recovery
Funds

Section 602(6){1) and section 603{c)(1}
require that payments from the Fiscal
Recovery Funds ba used only to cover
posts incurred by the State, terciory,
Trihal government, or lacal government
by Dacomber 31, 2024. Similarly, the
CARES Act providad that payments
from the CRF be used to cover costs
incurred by December 31, 2021171 The

170 §go 42 CFR 433.51 and 45 CTR 75.308.

171 Saction 1001 of Division N of the Conselidated
Appropriations Act, 2021 amonded secilon
601(d)(8) of the Act by oxtending the and of the
covered period for CRF oxpenditures from
Docambor 30, 2020 to Decomber 31, 2021,

definition of “incurred” does ot have

a clear meaning, With respect to the
CARES Agt, on the wnderstanding that
the CRF was intendad to be used to
meet relatively short-term needs,
Treasury inlerprated this requirement to
mean that, for a cost to be considered to
have baen incurred, performance of the
service or delivery of the goods acquired
must ageur by December 31, 2021, In
conirast, the ARPA, passed at a different
stage of the COVID-1¢ public health
emorgency, was intended to provide
mora general fiscal relief over a broader
ttmaline. In addition, the ARPA
expressly permits the use of Fiscal
Regovery Frunds for improvements (o
water, sewer, and broadband
jnfrastiucture, which entail a longer
timeframe, In recognition of this,
Traasury is interpreting the requirement
in section 602 and seciion 603 that costs
be incurred by December 81, 2024, to
require only that reciplents have
obligated the Fiscal Recovery Funds by
such date, The interim final rule adopts
a definition of “obligation” that is based
on tha definition used for purposes of
the Uniform Guidance, which will allow
for uniform administration of this
requirement and is & definition with
which most recipients will be familiar.

Pegrments from the Fiscal Recovery
Funds ave grants provided to recipients
to mitigate the fiscal effects of the
COVID—19 public health emexgency and
to respond to the public health
emergency, consistent with the eligible
uses enumerated in sections 602(c){1}
and 603{c)(1).472 As such, thess funds
are intended to provids coonomio
stimulus in areas still recovering from
the economic effects of the pandemic. In
implementing and intexpreting these

rovisions, including what it means to
“respond to™ the COVID-19 public
health emergency, Treasury takes into
consideration pre-pandemic facts and
circumstances (a.g., average revenne
growth prior to the pandemic) as well as
impact of the pandemic that predate the
enactment of the ARPA (8.8,
replenishing Unemployment Trust
balances drawn during the pandemie).
‘While assessing the effects of the
COVID~19 public health emexgsncy
necessarily takes into consideration the
facts and circumstances that predate the
ARPA, use of Fiscal Recovery Funds is
forward Iooking.

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

172 §gctious 602{a), 603{n}, Go2(c)}{1] and 603{e)(1)
of tho Act.

prants to eligible employers, and to
make nocessary investments in water,
sewer, or broadband infrastructura,
which all xelate to prospsctive uses. In
addition, sections 602{c){1)(C) and
603{c}(1}{C) pennit reciplents 1o use
TFiscal Recovery Funds for tha provision
of government services. This clause
provides that the amount of funds that
may be used for this purpose is
measured by xeference Lo the raduction
in revenne dug to the public health
emergency relative to yevenues collected
in the most recent full fiscal year, but
this raferance does not relate to the
period during which zecipients may uss
the fimds, which instead refers to
prospective uses, consistent with the
other eligible uses.

Althongh ns discussed above the
eligible uses of payments from the
Fiscel Recovery ¥unds are all
prospeclive in nature, Treasury
considers the heginning of the covered
poriod for purposes of determining
vompliance with section 602{c){2){A) to
be the relevant reference point for this
purpose. The interlm final rule thus
permits funds to be used o cover costs
incurred bepinning on March 3, 2024,
This aligns the period for use of Fiscal
Recovery Funds with the pariod during
which these funds may not be used to
offset reductions in net tax revenue.
Pevmitting Fiscal Recovery Funds to be
used to cover gosts incurred beginning
on this dats 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 bo
ahla to cover them using these
payments, 13

As et forth in the award levms, the
period of performance will run until
Decernber 31, 2028, which will provide
recipients a reasonable amount of time
to complete projacts funded with
payments from the Fiscal Recovery
Tunds. )

IV, Recoupment Process

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

Identification and Notice of
Violntons. Failure to comply with the
restrictions on use will be identified
based on repotting provided by the

173 Given the noture of this pragram, recipients
will not ha pacmitted to 1tse funds 1o cover pre-
awatd costs, Le., those Incumod prior to March 4,
2021,

174 Sactions 602(c) and 603(e) of the Acl,
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recipient. As discussed fuvther in
Sections IILB and VI of this
SUPPLEMENTARY INFORMATION, Treasury
will collect information regarding
gligible uses on a quarterly basis and on
the tex offset provision on an annual
basis. Treasury also may consider other
information in identifying a violation,
such as information provided by
mambers of the public, If Treasury
identifies a violation, it will provide
written notice 1o the recipient along
with an sxplanation of such amounts,

Request for Reconsideration, Under
the interim final rule, a recipient may
submit a request for reconsideration of
any amounts identified in the notice
provided by Treasury. This
reconsideration process provides a
resipient the opportunity te submit
additional infoxmation it belicves

- supporls its request in light of the notice
of racoupment, including, for example,
additional information regarding the
recipient's use of Fiscal Recovery Funds
or its tux revenuss. The process also
provides the Secratary with an
opportunity to consider all information
velevant to whethey a viclation has
seeurred, and if so, the appropriate
amnount for recoupmeant.

‘The intsrixm final rule also establishes
requirements for tha liming of a request
for reconsideration. Specifically, ifa
recipient wishas to request
reconsideration of any amounts
identified in the notice, the recipient
mugt submit a written request for
recongideration to the Secretary within
80 calandar days of receipt of such
notice. The requeat must include an
pxplonation of why the recipient
believes that the finding of & violation
or recoupable amount identified in the
nolee of recoupment should be
reconsidered. To facilitata the
Secretavy’s review of a recipient’s
request for roconsideration, the vequsst
shonld identify all supporting reasons
for the request. Within 60 calendar days
of receipt of the recipient’s request for
reconsideration, the reciplent will be
notlfied of the Secretary’s decision to
affirm, withdraw, or modify the notice
of recoupment. Such notification will
include an explanation of the decision,

_including responses 1o the recipient’s
supporling reasons and consideration of
addittonal information provided.

Ths process and timeline established
by the interim. final rule ave intended la
provide the recipient with an adequate
opportunity to fully present any issues
or arguments in response to the notice
of recoupiment, 176 This process will
atlow the Secratary to respond to the

175 Phg intorim finol rule slso pravidos that
“Trensury may oxiend any desdlines.

issues and considerations raised in the
raguest for reconsideration taking into
account the information and arguments
presented by the recipient along with
any other relevant information,
Repayment. Finally, the intexim final
rule provides that any amounts subject
1o recoupment must be repaid within
120 calendar days of receipt of any final
notice of recoupment or, if the vecipient
has not requasted reconsideration,
within 120 calendex days of the initial
notice provided by the Secratary.
(uestion 34: Discuss the timeling for
requesting reconsideration under the
interim finel rule. What, if ony,
challenges does this timeline present?

V. Payments in "Tranches to Local
Governmnents and Cextain States

Sention 80% of the Act provides that
the Secvetary will make payments ta
lacal governments in two tranches, with
the second tranche being paid twelve
months after the fivst payment. In
addition, saction 602(b){B)(ANiI)
pravides that the Secratary may
withhold payment of up to 50 percent
of the amount aHocated to each State
and territory for a period of up to twelve
months from the date on which the
State or territory provides its
certification to the Secretary. Any such
withholding for a State or tersitory is
vequired to be based on the
unemployment rate in the State or
territory as of the date of the
certification.

The Secretary has determined to
provide in this interim fnal rule for
withholding of 50 percent of the amount
of Fiscal Recavary Funds allocated fo all
States [and the District of Columbia)
other than those with an unemployment
rate that is 2,0 percentage points or
mors abova its pre-pandemic {(i.e., :
February 2020) level, The Secretary will
refer to the latest available monthly data
frorn the Bureau of Labor Statistics as of
the date the certification is provided.
Basad on data available at the time of
public release of this interim final rule,
this threshold would vesult in a majority
of States heing paid in two tranches.

Splitting payments for the majority of
Statas {s consistent with the
requirement in section 603 of the Act to
make payments from the Goronavirus
Local Fiscal Recovery Fund to local
governments in twao tranches. 178

176 With vespect te Faderal financial assislance
wmorc genoratly, Slatos ar subject to the
requivomants of the Cash Management
Improvement Act (CMIA), undor which Padaral
funds are drawn upon only on an 2s needad hasls
and Slates ara requirad o vemit intsrest on wnvsed
batoncas to Tressury. Glven the statutory
yequiroment for Trensury to make payments lo
Statos within a certain perlod, thase requitaments

Splitting payments o States into two
tranchss will help encourage recipients
to adapt, as necessary, to naw
developments that could srise over the
coming twelve months, including
potential changes to the nature of the
public health emergency and its
negative sconomic impacts, While the
17.8. economy has been recovering and
adding johs in aggregate, thera is still
considerable uncertainty in the
sconomic outlook and the interaction
between. the pandemic and the
sconomy.}?? For these reasons, Treasmy
balieves it will be appropriate fora
majority of recipients to adapt their
plans as the recovery evolves. For
example, a fastex-than-expected
economic recovery in 2021 could Jead a
racipient to dedicate more Fiscal
Recovery Funds to longee-texm
invastments starting in 2022, In
conirast, a slower-than-sxpected
economic recovery in 2021 could lead a
recipient to use additional funds for
nearterm stimulus in 2022.

At the same time, the staiute
contemplates the possibility that
elevateg unemployment in certain
States could justify a single payment.
Elevated smemployment is indicative of
a greater need Lo assist unemployed
workers and stimulate a faster economic
recavery. For this reason, the interim
final rnle provides that States and
territories with an increase in their
unemployment rate over a specifisd
threshold may receive a singls payment,
with ths expectation that a singls
teanche will better enable these States
and territories to take additional
fmmadiate action to aid the unemployed
and strengthen their economies,

Following the initial pandemic-
related spike in wnemployment in 2020,
States’ unemployment rates have been
trending back towards pre-pandermic
Javels. However, some Statss' labor
markats are healing more slowly than
others, Moracver, States varied widely
in thefr pre-pandemic levels of
unemployment, and some States vemain
substantially further from thelr pre-

of the CMIA and Treasury's fmplementing
regulations at 31 GFR part 285 will not apply to
payments from the Fiscal Racovery Funds.
Providing funding in lwo tranches to s majority
of States reflzcis, to the moximum sxtent permitted
by section 602 of tho Act, the gonoral principles of
Faderal cash managemenl and slewardslip of
Padarat fitnding, yet will be much less xestristive
than the ususl roguiremontls to which States are
subject.

#77'Th potentis! course of the vivus, and ite
impact on the economy, hes contributed to a
haighiened degren of uncortainty relative to prior
patlods, See, 6.4, Dava Altig et ol,, Economlc
uneerlainty hefore and daring the COVID-19
pondentlc, §. of Pulille Econ, (Nav, 2020), aveileble
al Mipsiffwvv.selencedirect.comiscisnce/otlicle/
abs/pii/$0647372720301308,
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pandemic starling point, Consequantly,
Treasury is delineating States wilh
significant remaining elevation in the
unemployment rate, based on the net
difference to pre-pandemic levels.

Treasury hias established that
significant remaining elevation in the
unsmployment rale is o not change in
the unemployment rate of 2,0
porcentage points or more xelative to
pre-pandeniic levels, In the four
pravious receseions going back to the
eaxly 1960s, the natlonal wnemplayment
rate rose by 3.5, 2.8, 2.0, and 5.0
percentage points, as measured from the
start of the recession lo the eventual
peak during or immediately following
the recession.17® Fach of these increases
can therefore vepresent a recession’s
impact on unemploymant. To identify
States with significant remaining
elevation in unemployment, Treasury
took the lowast of these four increases,
2.0 percentags points, to indicate states
where, despite improvement in the
unemployment rate, current labor
market conditions are consistent slill
with g historical henchmark for a
Tecession,

No 11.5. territory will be subjact to
withholding of its payment froin the
Tiscal Recovery Funds. For Puerto Rico,
the Secretary has detormined that the
current level of the unemployment rate
(8.8 percent, as of March 2021 78] i
sufficiently high such that Treasury
should not withhold any portion of its
payment from the Fiscal Recovery
Funds regardless of its changs in
unemployment rate relative to its pre-
pandemic level, For U.S, territories that
are not included in the Bureau of Labor
Statistics' monthly wnemployment xate
data, (he Secratary will not exercise the
authority to withhold amounts from the
Fiscal Recovery Funds,

VI Tyansfor

The statute authorizes State,
territovial, and Tribal governments;
counties; metropolitan cities; and
nonentitlement units of local
governmenl. (counties, metropelitan

70 includes he pariod during end immadiately
foliowing recessions, as dofined by (he National
Bureau of Economlc Ressarch. Natlonal Burenu of
Economic Reseacch, US Business Cycle Bxpansions
and Conlracttons, hitps:/wwvw.nber.orglrasearchi
dotefos-business-cyele-exponsions-and-
conlractons (last visiled Apr. 27, 2021}, Based on
data from 1.8, Bureau. of Labpr Stalislics,
Unemploymont Rale [UNRATRJ, relsigvad from
¥RED, Federal Rosarve Bank of 81, Louis, hilps:/
Jred.stlovisfad.orglserles/ UNRATE {last visited Apr.
27, 2021)

17038, Burask of Labot Slatistics, Economic
Naws Release—Tablo 1, Givilian labor force end
unsmployment by slate and selected area,
soasonelly ndjusted, hitpss/fewivbils.gov/
naws.seleasellavs.181.him (last vistlod Apr. 30,
2021).

gities, and nonentitlement units of logal
government ave collectively refarred to
as “local governments”) to transfer
amounts paid from the Fiscal Recovery
Funds to 8 umber of specified entities.
By permitting these transfers, Gongress
recognized the importance of providing
flexibility to governments secking to
achieve the greatest impact with their
funds, including by working with other
levals ox nnits of government or private
entities to assist recipient governments
in carrying out their programs. This
includes special-purpose districts that
perform specific functions in the
comraunity, such as fire, waier, sewer,
or mosquito abatement distriets.,

Specificaily, under saction 602{(c)(8), a
State, territory, or Tribal government
may transfer funds to a “privale
nonprofit organization , . . a Tribal
organizalion . . . a public benefit
coxporation involved in the
transpartation of passengers or cargo, or
a special-purpose unit of State or local
government.” 180 Similarly, section
603{c){3) autharizes a lecal government
1o transfer funds to the game entities
{other than Tribal organizations),

The interim final ruls clarifiss that the
lists of transferess in sections 602({c}(3)
and 603(c){3) are not exclusive. The
interim final rula permits Stale,
territorial, and Tribal governments to
transfer Fiscal Recovery Funds to other
constituent units of government or
private entities beyond those specified
in the statute. Similaly, local
governments are authorized to transfer
TFiscal Recovery Funds to other
constituent unils of government (e.g., a
county is able to transfer Fiscal
Recovery Funds to a city, town, or
sehoal district within it} or to private
entities. This approach is intended to
help provide funding to local
governments with neads that may
exceed lhe allocation provided under
the statutory formuta,

State, local, texritorial, and Tribal
governments that receive a Faderal
award divestly from a Federal awarding
agency, such as Treasury, are
“racipients.” A transferes veceiving a
transfer from a recipient under sections
602{c}{3) and 604(c}{3) wilibe a
subrasipient, Subracipients are entities
that receive a subaward from a recipient
to carry ouk & program or project on
hehalf of the recipient with the
recipient’s Federal award funding. The
recipient remains responsible for
monttoring and oversesing the
subrecipient’s use of Fiscal Recovery
Funds and other activities related to the
award io ensure that the subrecipient
complies with the statutory and

00 Spction 602(c)(3) of the Act.

regulatory requirements and the terms
and conditions of the award, Recipients
also yemain rasponsible for vaporting to
Treasury on their subrecipients’ use of
payments from the Fiscal Recovery
TFunds for the duration of the award.

Transfers under sections 602{c}(8) and
803{c)(3) must quelify as an eligible use
of Fiscal Recovery Funds by the -
transferor. Once Fiscal Recovery Funds
are rocsived, the transferes must ahide
by the restrictions on use applicable to
the ansferar under the ARPA and other
applicabla law and program. guidance.
For example, if & 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 aligible use
requirements applicable to the counly in
carrying out the couniy’s goal. This also
raeans that county A may not transfer
Fiscal Regovery Funds to county B for
use fn county B because such, a transfer
would not, from the perspective of the
transferor {counly A), be an eligible nse
in county A,

Section 663(c){4) separately provides
for transfers by a local government to its
State or terrliory. A transfer under
saction 603(c}(4) will not make the State
a subracipient of the local government,
and such Fiscal Recovery Funds may be
nsed by the State for any purpose
permitted under section 602(a}. A
transfer under seclion 608{c){4] will
result in a cancellation or termination of
the award on the part of the transferor
local government and a modification of
the award to the transferes State or
territory, The transferor must provide
notice of the Wransfer to Treasury in a
format apecified by Treasury. If the local
government doss not provide such
notice, it will remain legally obligated to
Treasury under the award and remain
responsible for ensuring that ths
awarded Fiscel Recovery Funds ave
being used in accordance with the
statute and program guidance and for
reporting on such uses to Treasury. A
State that receives a transfer from a local
government under section 803(c}{4) witl
ba bound by all of the use restrictions
sal forth in section 602(c) with respect
io 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 depuosits into pension funds,

CQuestion 35: Whai are the advantages
and disadvantages of treating the list of
trunsferees in sections 602{c)8) and
603{c)(3) as nonexclusive, aliowing
Stales and localities to thansfor funds to
entities oulside of the Iist?

QQuestion 36: Ave theve alternative
ways of defining “special-purpose unit
of State or local government” and
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“nublic benefit corporation” that would
better furlher the aims of the Funds?

V1. Nonentifloynent Units of
Govermmnent(

The Fiscal Recovery Funds provides
for §19.53 billion in paymaents to ba
made to States and territories which
will distribute the funds to
nonentiflement units of local
government (NEUs); local governments
which generally have populations below
50,080, These local governments have
not yet received direct fiscal relief from
the Federal Government during the
COVID-19 public health emergency,
making Fiscal Recovery Funds
payments an important sourcs of
support for their public health and
aconomic responses, Seclion 608
requires Treasury to allocate and pay
Fiscal Recovery Tunds to the States and
ierritories and requires the States and
tarritories to distribute Fiscal Recovery
Funda to NEUs based on population
within 30 days of recsipt unless an
extension iz granted by the Secretary,
The jnterim final rule clarifies cextain
aspects regarding the distribution of
Fiscal Recovery by States and territories
to NBUs, as waell as requirements avound
timely payments from the Fiscal
Recovery Funds.

The ARPA xequires that States and
territories allocate funding to NEUs in
an. gmount that bears the same

roportion as the population of the NLU
gam‘s to the total papulation of all NEUs
fn the State or territory, subject to a cap
{desoribed below), Bacause the statute
requives States and territories to make
distributions based on population,
States and territories may not place
additional conditions or requirements
pn distiibutions to NEUs, bsyond those
required by the ARPA and Treasury's
implementing regulations and guidance.
For example, a Stale may not impose
stricter lmitations then permitied by
statute or Treasury vegulations ov
guidance on an NEU's use of Fiscal
Recovery Funds bagad on the NEU's
proposed spending plan or other
policies. States and tervitories ave also
not permitted to offset any debt owad by
the NEU against the NEU’s distribution.
Further, States and territories may not
provide funding on a yeimbursement
basis-—e.g., requiring NLEUs to pay for
project costs up front before being
yeimbursed with Fiscal Recovery Funds
payments—hecause this funding modesl
would not comport with the statutory
requirement hat States and texritories
make digtributions to NEUs within the
statutory tmeframe.

Stmilarly, States and tercitorias
distributing Fiscal Recovery Funds
paynents to NEUs are responsible for

complying with the Fiscal Recovery

Funds statutory requirement that
distributions to NEUs not exceed 75
percent of the NE(J's most vocent
budget. The most recent budget is
defined as the NED's most recent snnual
total operaling budget, including its
general fund and other funds, as of
Jannary 27, 2020, Amounts in excess of
such cap and thevefore nat dishibuted

to the NEU mus! ba returned to Treasury
by the State or territory, Staies and
territories may rely for this
determination on a certified top-line
budget total from the NEU.

Under the interim final rule, the total
allocation and distribution to an NEU,
including the sum of both the first and
second tranches of funding, cannot
exceed the 75 percent cap. States and
tesritories must permit NEUs without
forimal budgets as of January 27, 2020 to
self-certify their most recent annual
expendifures as of January 27, 2020 for
the purpose of calculating the cap. This
approach will provide an administrable
means to implement the cap for small
focal governments that do not adept a
formal budget,

Sectian 603(h)(3) of the Social
Sacurity Act provides for Treasury fo
make payments ta counties but provides
that, in the cass of an amount to be paid
to & county that is not a unit of genernl
local government, the amount shail
instend he paid to the State in which
such county is lacated, and such State
shall distribute such amount to each
unit of general local government within
such county in an amount that bears the
same proportion to the amount to be
paid to such county as the population
of such units of general local
government bears to the total population
of such counly. As with NEUs, States
may not place additional conditions or
raquirernents on distributions to such
units of general local government,
beyond those required by the ARPA and
Treasury's implementing xegulations
and guidance.

In tha caso of consolidated
governments, ssction 603(b}(4) allows
consalidated governments {g.g., a ¢ily-
counly consolidated government) to
receive payments under each allogation
based on the respsctive formulas, In the
case of a consolidated government,
Trensury interprets the budget cap to
apply to the consolidated government’s
NEU alloeation under section 603(b)(2)
but not to the consolidated
government’s county allocation under
section 603(b)(3).

If necessary, States and territories may
use the Fiscal Recovery Funds under
seation 602{c){1)(A) to fund expensas
related to administering payments to
NEUSs and units of general local

government, as disbursing these funds
itself is a vesponse to the public health
emergency and its negative economic
hmpacis, If a State or tervitory requires
more time to disburse Fiscal Recovery
Funds to NEUs than the allotted 30
days, Treasury will grant extensions of
1ot more than 30 days for States and
tervitorios that submit a certification in
writing in accordance with section
603(M){2)CYE)(). Additional extensions
may be granted at the discretion of the
Secratary.

Question 37: What are alternalive
ways for States and territories to enforce
the 75 percent cap while reducing the
administrative burden on them?

Question 38: What criferia should
Treasury consider in assessing requests
for extensions for further time to
distribute NEU payments?

VIIL Reporting

States (defined to include the District
af Columbia), territories, metropolitan
citles, counties, and Tribal governments
will be xequired to submit one interim
report and thereafter quarterly Project
and Expenditurs reports through the
and of the award period on Daecember
31, 2026, The interim report will
includs a vecipient’s expenditures by
category at the summary level 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 81, 20621, Nonentitlemant
units of local government are not
required to submit an interim veport,

he quarterly Project and Expenditura
veports will include financial data,
information on contracts and subawards
over $50,000, types of profects funded,
and other information regarding a
recipient's utilization of the award
funds. The reports will include the same
general data {e.g., on obligations,
expendilures, contracts, grants, and suh-
awards) as those submitted by recipients
of the CRY, with some modifications,
Modifications will include updates ta
the expenditure categories and the
addition of data elements related to
specific eligible uses, including some of
the raporting elements described in
sections above, The nitlal quarterly
Project and Expenditura report will
cover two calendar quarters fiom the
date of award to Saptember 80, 2021,
and must he submitted to Treasury by
October 81, 2021, The subsequent
quarterly reports will cover one
calenday quarter and must he submitted
to Treasury within 30 days after the end
of each calendar guavter,

Noneniitlement units of locel
government will be reqoired to submit
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annual Profect and Exponditure reports
until the end of the award period on
Decembar 31, 2026, The initial annual
Project and Expenditure repoxt for
nonentilement units of local
government will caver aclivity frora the
date of award to Ssptember 20, 2021
and rrust be submitted to Treagury by
October 31, 2021. The subsequent
annual reports must be submitled to
Traasury by October 31 each year.

States, territories, melropolitan cities,
and counties with a population that
exceads 250,000 residents will also he
required (o submit an annual Recovery
Plan Performance report to Treasury,
The Recovery Plan Performance yeport
will provide the public and Treasury
information on the projects that
recipients are underlaking with program
funding and how they are planning to
ensure project outcomes are achieved in
an effective, efficient, and equitable
manner, Bach jurisdietion will have
some flexibility in terms of the foxm and
pontent of the Recovery Plan
Performance raport, as long as it
includes the minimum information
required by Treasury. The Recovery
Plan Performance report will includs
key performance indicators identified
by the recipient and some randatory
indicators identified by Traasury, as
well as progeammatic data in specific
aligible use categories and the specific
reporting requirements described in the
sections above, The initlal Recovery
Plan Performance repart will cover the
period from the date of sward to July 81,
2021 and must be submilted to Treasury
by August 31, 2021. Thereafter,
Racovery Plan Performance reports will
cover a 12-month pered, and xecipients
will be requirad to submit the raport to
Treasury within 30 days ofter the end of
the 12-month period, The second
Recavery Plan Performance yeport will
cover the period from July 1, 2021 to
Junas 30, 2022, and must be submitted to
Treasury by July 81, 2022, Exch annual
Recovery Plan Pexformance report must
be pasted on the public-facing website
of the recipient. Local governments with
fawer than 260,000 residents, Tribal
governments, and nonentitiement units
of local government are not required to
develop a Recovery Plan Performancs
report.

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

¥, Comments and Effective Date

This interim final rula is being issued
without advance notice and public
comment to allow for immediate
implementation of this program, As

disenssed below, the requirements of
advance notice and pub%ic: comment do
not apply “to the exlent that theve is
involved . . .amaller relaling to agency
. . . grants,” 181 The inlerir final vule
fmplements statutory conditions on the
eligiblo uses of tho Fiscal Racovery
Funds grants, and addressas the
payment of thase funds, the repoxting
on uses of funds, and potential
tonsagquences of ineligible uses, In
addition and as discussed below, the
Administrative Procedure At also
provides an exception to ordinary
notige-and-corment procedures “when
the agency for good causs finds (and
incorporates the finding and  brief
statement of reasons therefor in the
rizles issued) that notice and public
proceduve theraen are impracticable,
unnecessary, or contrary to the public
interest.’ 162 This good cause
justification also supports waiver of the
680-day delayed effective date far major
rules under the Congressional Review
Actat 5 11.8.C, 808(2}. Although this
interim final rule is effective
inunediately, comments ave solicited
from interasted members of the public
and from recipient governments on all
aspects of the intexim final rule.

These comments must be submitted
on or bafore july 18, 2021,

X, Regulatory Analysss
Executive Orders 12866 and 13563

‘Ibis interim final rule is
economicslly significant for the
purposes of Executive Orders 12886 and
18568, Treasury, however, is proceeding
under the emergency provision at
Executive Order 12866 section 6(a)(3)(D)
based on the need to ect expeditiously
to mitigate the current economic
conditions arising from the COVID~19
public health emergency. The xule has
heen raviewsd by the Office of
Management and Budget {(OMB) in
aceordance with Executive Order 12866.
This rule is necessary to implement the
ARPA in order (o provide economic
relief to State, local, and Tribal
governments adversely impacled by the
COVID-18 public health emergency.

Under Executive Oxder 12866, OMB
must determine whether this regulatory
aclion is “significant” and, therafore,
subject to the requivoments of the
Executive Order and subjsc! to veview
by OMB., Section 3{f) of Executive Order
12868 defines a significant regulatory

1015 11.8.C. 553()(2).

1825 1),5.C, §53H)H{3HR); see also 5 U.8.C.
553{d)(3} (craating an exceptlon to ths raquirantent
of 2 30-day dolny bofare the offsctive dalo of a rule
“for goad souse found end published with the
rule").

aclion as an action likely to resultina
rule that may:

{1) Have an annual effect on the
economy of $100 million or mors, or
adversely affect & sector of the econemy;
praductivity; competition; jobs; the
environment; public health or safety; or
State, local, or Tribal governments or
communities in a material way (also
referred lo as Yeconomically significant”
regulations);

[2} Create a serlons inconsistency or
otherwise interfers with an action taken
or planned by another agency;

(8) Materially alter (he budgatary
jmpacts of entitlements, grants, user
{zes, or loan programs or the rights and
obligations of recipients thereof; or

(4} Raise novel lagal or policy issues
arising out of legal mandates, the
President’s priorities, or the principlas
stated in the Executive order.

This regulatory action is an
seomomically sipnificant regulatory
action subject to review by OMB under
section a(f) of Bxecutive Ordsr 12866.
Treasury has also reviewsd these
regulations under Tixecutive Order
13563, which supplements and
explicitly reaffirms the principles,
atructuves, and definitions governing
regulatory review established in
Execulive Order 12866. To the axtent
permitted by law, section 1(b) of
FExecutive Order 13563 vequires that an
agency!

{1} Propose or adopt regulations enly
upon a reasoned determination that
their benefits justify their costs
(recagnizing that soma benefits and
casts ave difficult to quantify);

{2) Tailor its vegulations to impose the
least burden on sociely, consistent with
oblaining regulatory objectives taking
into account, among othar things, and to
the extent practicable, the costs of
cumulative regulations;

(3) Select, in choosing among
alternative regulatory approaches, those
approaches that maximize net benefits
({fncluding potential economie,
environmental, public heaith and safety,
and other advantages; distributive
impagts; and equity);

(4) Ta the extent feasible, specify
performance abjectives, rather than the
behavior or manner of compliance A
regulated entity must adopt; and

{5) Identify and assess available
alternatives to direct vegulation,
including providing economic
inceniives—such as user fees or
marketable permits-—to encourage the
desired behavior, or providing
information that enables the public lo
make cholces.

Exocutive Order 13683 also yequires

" an agency “to use the best available
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tachnigues to quantify sntlcipated
present and future benefits and costs as
agcurately as possible.” OMB’s Office of
Information and Regulatory Affaits
{OIRA) has emphasized that these
lechniques may include "identifying
changing fature complisnce costs that
might result from technological
fnnovation or anticipated hehavioral
changes.”

Tressury has assessad the potential
costs and henefits, both quantitative and
qualitative, of this rogulatory action, and
{s 1ssuing this interim final rule only on
a veasoned determination that the
benefits exceed the costs. In choosing
among alternative regulatory
approaches, Treasury selected those
approachaes that would maximize nel
bensfits. Basad on the analysis that
follows and the rensons stated
elsewhere in this document, Treasury
helieves that this interim final ruls is
cansistent with the principles set forth
in Executive Order 13563,

Tressiey also has determined that this
regulatory action does not unduly
interfexe with States, territories, Tribal
governments, and localities in the
exercise of thelr governmental
functions,

‘This Regulatory Impect Analysis
discusses the nead for regulatory action,
the potential benaefits, and the potential
cosis,

Need for Regulatory Action. This
interim final rule implements the $350
billion Fiscal Recovery Funds of the
ARPA, which Congress passed to halp
States, texritories, Tribal governments,
and localities respond to the ongoing
COWVID-18 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
ensure that recipients of Fiscal Recovery
Yunds [lly understand the
requivements and parameters of the
progeam as set forth in the statute and
deploy funds in a manner that bast
reflects Congress’ mandals for taxgsted
Fiscal relief.

This interim final vule is primarily a
transfer rule: It tranafers $850 billion in
ald from ihe Federal Government to
states, territories, Tiibal governments,
and lgcalities, generating a significant
macroeconontic effect on the U.S,
gconomy, Tn making this transfer,
Treasury has sought to implement the
program jn ways that maximize its
potential benefits while minimizing its
costs, It has done so by aiming to target
relief in key aveas according to the
congressional mandate; offering clarity
1o States, territoxies, Tribal
governments, and localities while
maintaining their flexibility to vespond

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
ta Stale, Jocal, and Tribal governments
for fiscal reliaf and support for costs
inowred responding to the COVID-19
pandernic, Treasury believes that this
transfar will generate substantial
additlonal economic activity, although
given the flexibility accorded to
recipients in the use of funds, it is nol
possible to precisely estimate the extent
ta which this will cceur and the timing
with which it will accux, Beonomie
rassarch has demonsixated that state
fiscal relief is an efficient and effective
way to mitigate declines in jobs and
output during an economie
downturn. 188 Absent such fiscal reliaf,
fistal austerily among State, locel, and
Tribal governmenis could exert a
prolonged drag on the overall economic
recovery, as oceurred following the
2007-09 vecossion,184

This fnterin final rule provides
henefits across several areas by
implementing the four elgible funding
usas,-as definad in statute;
Strengthening the response to the
COVID-19 publie heulth emergency and
its economic impacts; easing fiscal
pressure on Stals, local, and Tribal
governments that might otherwise lead
to harmful cutbacks in employment or
government services; providing
premium pay to essential workers; snd
making necessary investments in carlain
types of Infrastructure. In implementing
the ARPA, Treasury also sought to
support disadvantaged communities
that have heen dispraportionately
impacted by the pandemic. The Fiscal
Recovery Funds as implemented by the
interim final rula can he expected to
channel resources toward these uses in
order to achieve substantial near-term
economic and public health benefits, as
well as longer-term benefits arising from
tha allowable investiments in water,
sewer, and hroadband infrastrueture and
aid to families,

103 Ggheial Cliodorew-Reich el al, Dous Stato
Fiscal Relief during Recessions Inctease
Employment? Evidence fromn the Americat
Recovery and Relnvestmant Act, Amorlcan Econ. J.t
Tcon. Policy, 413 11845 (Aug. 2012), availabis at
hilpsi/fwwiv.asaweborglaritclestid=10.1257/
pold.a118,

181 8gp, 8.g., Fitzpatrigk, Haughwout & Sslren,
Fiscak Drag from te State and Locel Sector?,
Libarty Strant Beonomics Blog, Federal Resorve
Bank of New York {June 27, 2012}, htips:/
wite ibaripsiresteconomics.nanyorkfed.orgl2012/
ab‘fﬁ‘scnldrﬂg-fmm-i‘hn-slum-nnd-]oca?-sector.hlml:
Jix! Jonas, Grast Racession and Fiscal Squenzo at
1.5, Sulniations] Government Leval, IME Warking
Papor 12/184, {July 2017}, avallable at kitps://
wwnimfiorglexiernalipabsifthvpl2012/
wpi2184.pdf; Gordon, supra noto 8.

‘Thesa henefits are achieved in the
interim final zule through & broadly
flaxibla approach that sets cleay
guidalines on eligible uses of Fiscal
Recovery Fundy and provides Stats,
local, and Tribal government officials
discretion within those sligible uses to
direct Fiscal Recovery Funds to areas of
groatest naed within their jurisdiction.
Whila praserving recipients’ overall
flexibility, the interim final zule
includes several provisions that
implement statutory requirements and
will help support uge of Fiscal Recovery
TFunds to achieve the intended benefits.
The remainder of this section clarifies
how Treasury’s approach ta key
provisions in the interim final rule will
coniribute to granter realization of
benefits from the program,

+ Revenua Loss: Recipients will
compute the extent of reduction in
ravenmie by comparing actual revenus to
a counterfactual tzend representing what
could have plausibly besn expected to
occur in the absence of the pandemic,
The counterfacinal trend hegins with
the last full fiscal year prior to the
public health emergency (as xequired by
staiute) and projects forward with an
gnnuatized growth adjustment.
Treasury’'s degision to incorporate a
growth adjustment into the calculation
of ravenue loss ensures that the formitla
more fully captures revenue shortfalls
relative to reciplents’ pre-pandemic
expectations. Moreover, recipients will
have the oppoertunity to re-caleulate
revenus loss at several points
throughout the prograrm, vecognizing
that some recipients may experisnce
ravenus effecis with a lag. This option
ta ve-calgulate ravenua loss on an
angoing basis should result in more
support for recipients to avoid harmful
cutbacks in future years, In calcnlating
revenue loss, recipients will look at
peneral revenue in the aggregate, rather
than on & source-by-source basis. Given
that yacipients may have experienced
offsetting changes in revenunes across
sources, Treasury's approach pravides a
more acourate representation of the
effect of the pandemic on overall
TEVENUEs,

o Premium Pay: Per the statute,
recipionts have broad lalitude to
destgnate critical infrastructura sectors
and make grants to third-pazty
employers for the purpose of providing
preminm pay or otherwise respond to
assential workers. While the interim
final rule generally preserves the
flexibilily in the statute, it does add a
requiremaent that recipients give written
jusiification in the case that premium
pay would increase a worker's annual
pey above a certein threshold. To set
this threshold, Treasury analyzed data
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from the Bureau of Labor Statistics to
determine n level that would not yequire
funther justification for premium pay ta
the vast imajority of essential workexs,
while requiring higher scrutiny for
provision of preminm pay to higher-
sarners who, even without premium
pay, would likely have greater argonal
financlal resources ta cope with the
effecls of the pandemic. Treasury
balieves the threshold in the inlerim
{inal rule sirikes the appropriate balance
batween presexving fexibility and
helping encourage use of these
rasources to help those in greatest nead.
The interim final ruls also raguires that
aligible workers have regular in-psrson
interactions or regular physical
handling of items that were also
handled by others. This vegunirement
will also help encourage use of financial
resources for those who have enduved
the heightenad risk of performing
essential work.

« Withholding of Payinents to
Recipienis; Treasury helieves that for
the vast majority of recipient entities, it
will be appropriate te receive funds in
{wo separate payments. As discussed
ahove, withholding of payments ensures
that recipients can adapt spending plans
to evolving economic conditions and
that at least some of the economic
henefits will he vealized in 2022 or later,
Howavar, consistent with authorities
grantad to Treasury jn the statute,
Treasury racognizes that a subset of
Statas with significant remaining
slevation in the unemployment rate
could face heightened additional near-
term needs to aid unemployed workers
and stimulate the recovery. Therefore,
for a subset of State governnents,
Treasury will not withhold any funds
from the first payment. Treasury
believes that this approach strikes the
appropriate balance belween the general
reqsons to provide funds in two
payments and the heightened additional
near-term needs in specific States. As
discussed sbove, Treasury seta
threshold based on historical analysis of
unemployment ratgs in recessions.

s Hiving Public Seclor Employees:
The interim final rule states explicitly
that recipients may use funds to restors
their workforces np te pre-pandeniic
levels. Troasury believes that this
slatement is benaficial because it
eliminates any uncextainty that conld
causa delays or otherwise negatively
impact restoring public sector
workforces (which, at tima of
publication, rematin significantly below
pre-pandemic levels),

Finaily, the interim finsl rule aims to
promate and streamline the provision of
assistance to individuals and
communities in greatest nead,

particularly communities that have been
historically disadvantaged and have
experlenced disproporiionate impacts of
the COVID-10 crisis. Targeling relief is
in line with Exaculive Ordex 13985,

A dvancing Racial Equity and Support
for Underserved Communities Through
the Federal Government,” which laid
out an Administration-wide priority to
support “aquily for all, including paopla
of color and others who have bean
historically underserved, marglnalized,
and adversely affected by pexsistent
poverty and inequality.’” 195 To this and,
the interim final rule enumerates a list
of services thal may ba provided using
Fiscal Recovery Funds in low-income
aveas to address the disproportionate
impacts of the pandemic in these
communities; establishes tha
characteristics of essantial workers
aligible for premium pay and
encouragement ta serve workers based
on finanoial need; provides that
recipients may use Fiscal Recovery
Funds to restoxe (to pre-pandemic
lsvals) staie and local workforces, where
women and people of color are
disproportionataly represented; 9% and
targets investments in broadband
infrastrugture to nnserved and
underserved areas. Collectively, these
provisions will promote uss of resources
to facilitate the provision of assistence
to individuals and cormmunities with
the greatest need.

Analpsis of Costs. This regulatory
action will generate administrative casts
relative to a pre-statuiory baseline, This
includes, chiefly, costs required to
administer Fiscal Recovery Funds,
oversee subrecipients and beneficiarios,
and file periodic reports with Treasury.
Tt also raquires States to allocate Fiscal
Recovery Funds to nonentitlement
units, which are smaller units of local
government that are statutorily required
to raceive their funds throngh States,

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

105 Byreautiva Order on Advancing Racial Equily
and Support for Undorserved Communitios through
the Fedezal Goverrument {fan, 20, 2021) (86 ER 7009,
January 25, 2021}, htips:Fravwavkitahouse.govl
brlufing-room/presidential-oclions/2021/01/20/
oxeoulive-ardar-advancing-rocial-aquity-ond-
support-for-underserved-conymunilies-throngh-the-
federal-governmani/ (last visited May 9, 2021},

1¢6 David Coopar, Mary Goble & Algomon Austin,
Economic Poley Instituin Briefing Paper, Tha
Publle-Sactor Jobs Crisls: Women and Afrlcen
Amerlcans hif hardest by job losses in stats and
tacsl govarnments, htipsi/hvwwepl.orgl
publicattonfbp339-publie-seclur-jobs-crisis {last
visited May 0, 2021).

hava familiavity with how to administer
and report on Federal funds or grant
funding provided by other entities. In
particular, States, territorias, and large
localitias will have received funds from
the GRF and Tyeaswry expects them to
rely hisavily on established processes
developed last year or through prior
grant funding, mitigating burden on
these govermments.

‘Treasury expects to provide technical
assistanas to defray the costs of
administration of Fiscal Regovery Funds
ta further mitigate burden. In making
implementation cholces, Treasury has
hosted numerous consultations with a
diverse range of divect recipienis—
States, small cities, counties, and Tribal
govermments—along with various
communities acvoss the United States,
including those that are underserved.
‘T'reasury lacks data to estimate the
pracise extent to which this intexim
final rule generates adminisirative
burden for Stats, local, and Tribal
governments, but seeks comment to
Detter estimate and account for these
osts, as well as on ways to lessen
administrative burdens.

Execulive Order 13132

Exscutive Order 13132 (entitled
Faderalism) probibits an agency from
publishing any rale that has federalism
tmplications if the ruls either imposes
substantial, direct cornpliance costs on
State, local, and Trilal governments,
and is not requirved by statute, or
preempts state law, wnless the agency
meots the consullation and funding
requivemnents of section 6 of the
Bxecuntive order. This interim final rule
doss not have federalism implications
within the meaning of the Executive
order and does not imposs substantial,
divect complance costs on State, local,
and Tribal governments or preempt state
law within the meaning of the Executive
arder. 'The compliance costs are
imposed on State, local, and Tribal
governmants by sections 602 and 603 of
the Social Security Act, as enacted by
the ARPA. Notwithstanding the above,
Treasury has engaged in efforts to
consult and wark cooperatively with
affectad State, Iocal, and Tribal
government officials and associations in
the process of developing the interim
final rule. Pursuant to the raquiremonts
aat forth in section 8(a) of Executive
Order 13132, Treasury certifies that it
has complied with tha regnivements of
Exacutive Order 13132,

Administrative Procedure Act

The Administrative Procedure Act
(APA), 6 U.5.C. 651 at seq., generally
requires public notice and an
opportunity for comment befors atule
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hecomes offective, Howevar, ths APA
provides that the requirements of 5
11.5.C. 552 do not apply “to the extent
that thexe is involved . . . a maller
relating to agency . . . granis.” Thae
interim final rule implements statutory
conditions on the eligible usss of the
Fiscal Recovery Funds grants, and
addressas the payment of those funds,
the reporting on uses of funds, and
potential consequences of ineligibla
nsas, Fhe rale is thus “both clearly and
directly related to a federal grant
program,” National Wildlife Federation
v. Snow, 561 I.2d 227, 232 (D,C. Cir,
1976}, The rule sets forth the “process
necessary to maintain state. . |
eligibility for foderal funds,” id,, as well
as the "method(s] by which states can

. . . qualify for foderal sid,” and other
“Intepral pavt]s] of the grant program,”
Center for Anuto Safety v. Tiemann, 414
F. Supp. 215, 222 (D.D.C. 1976). Asa
result, the requivemnents of 5 1.5.C. 553
do not apply.

The APA also provides an exception
to oedinary notica-and-commant
procedures “when the agency for good
couss finds {and incorporates the
finding and a brief statement of reasons
therafor in the rules issued) that notics
and public procadurs thereorn are
impracticable, unnecessary, or cantraty
to tha public interast.” 5 U.5.C,
553(b}(3)(B); see also 5 U.S.C. 563(d)(3)
{creating an exception to the
requitement of a 30-day delay before the
effective date of a rule "'for good cause
found and published with tha rule™).
Assuming 5§ U.8,C, 553 applled,
Tyreasury would still have goad cause
under sections 553(h){(3){B) and
553(d)(3) for not undertaking section
563's requitsments. The ARPA is a law
responding to a historle economic and

public health emergency; iLis
“gxtvaordinary” togislation about which
“hoth Congress end the President
articulated a profound sense of
‘urgency." Petry v. Block, 737 F.2d
1198, 1200 (D.C. Cir, 1684), Indeed,
several provisions implementad by this
fnteyim final xule {sections 602{c}{1}(A)
and 603{c}{1)(A)) explicily provide
funds to “respond to the public health
emergency,” and the urgency is further
exemplified by Congress's command {in
sectlons 802(h){B)(H) and 603(b){7)(A)
that, *[t]o the extent pragticable,” funds
must be provided to Tribes and cities
"not later than 60 days after the date of
enactment,” See Philadelphia Cilizens
in Action v, Schweiker, 669 F.2d 877,
#84 (3d Cir, 1982) (finding good cause
under circumstances, including
statutory time lmits, whexe ADA
procedures would have been “virtuelly
impaossible™), Finally, there is an urgent
need for States to underiake the
planuing necessary for sound fiscal
policymaking, which requires an
underatanding of how funds provided
under the ARPA will augment and
interact with existing budgstary
resourees and tax policies. Treasury
understands that many states reguixa
fmmedtate rules on which they can rely,
sspecially in light of the fact that the
ARPA "coverad period” began on
March 3, 2021, The stalutory urgency
and practical necessity are good cause to
forego the ordinary requirements of
notice-and-comment rulemaking,

Congressional Review Act

‘The Administrator of OIRA has
determined that this is n major rule for
purposes of Subtitle & of the Small
Business Regutatory Enforcement and
Frirness Ast of 1996 (also known as the

Congressional Review Actor CRA] (6
1.5.6. 804(2) ef seq.). Under the CRA,
a major rule takes affect 60 days after
the rule is published in the Federal
Register, 5 11.5,C. 801(a)(3}.
Notwithstanding this requiremant, the
CRA allows agencies to dispense with
tha raquirements of section 801 when
tha agency for good cause finds that
such procedure would e fmypracticable,
unnecessary, or contrary lo the public
interest and the role shall take effect at
such time a5 the agency promulgating
the rule detennines, 5 U.5.C, 808(2).
Pursuant to section 808(2), for the
reasons discussed above, Treasury for
good cause finds that a 60-day delay to
provide public notice is impracticable
and conirary to the public interest.

Paperwork Reduction Act

The information collections
assoclated with State, territory, lacal,
and Tribal government applications
materisls necessary lo receive Fiscal
Recovery Funds (e.g., payment
information colleclion and acceptance
of award terms) have been reviewad and
approved by OMB pursuant to the
Paparwork Reduction Act (44 U.8.C.
chapter 35) (PRA) emergency processing
pracedures and assigned control
nenther 1505-0271, The information
sollections related to ongoing reporting
requivements, as discussed in this
interim final xuls, will be submitted to
OMB for emergency processing in the
near future, Under the PRA, an agency
may not conduet or sponsor and &
respondent is not required to respond
to, an information collection unless it
displays a valid OMB control number.

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

Nugrber of Number af H Totat burd cosl 1 dant
flsporling raspondonts | responses per | Total responses auis per olal bLcer 4 responuan
{astimated) raspondent response In hours {$48.80 per hour*y
Recipient Payment FOImM .o 5,050 §,050 § .25 (18 minutes) ... 1,262.5 $61,610
Acceplance of Award Terms ... 5,050 5,050 | .25 (15 minutes) ... 1,2625 61,610
Tille VI ASSWANCES vvnmimsenerniiens BOGOE 6,050 § .50 (30 ntinutes) ... 2,625 123,220
Qurarerly Projeal and Expenditure He- 5,050 20,200 § 25 . " £05,000 24,644,000
poil
Annual Project and Expendilure Re- TBD | 1 per year ... 120,000-40,000 § 18 ... 200,000-600,000 | 14,640,000-28,200,000
porl from NEUS.
Annual Recovery Plan Parfermance A48 ¢ 1 peryear ... A18 | 100 vmereimnninnase 41,800 2,039,840
repoi,
Toltal vvnereaemspimcrssinnnr s MM e e ER7E08-78,768 § 141 v | 851,850-1,151,650 | 41,570,200-56,210,290

sHureau of Eabor Stallstics, U.8. Dapartmant of Laber, Qceupalional Qutfoak Handbook, Accountants and Auditors, on the Internet at hilpsiinnv.bis.goviool/bust-

ness-and-fnanclalaccountants-and-auditors hiny {vislled March 28, 2020). Bage \iage of

cost of emprloyea compensallon {benelils, etc.} for a fully loaded wage rale of $48.80.

Mg 050--T80,
*Hipar yoar aller first year,
+ (Estimate only}),

Periodic reporting is xaquived by
saction 802(c) of Sectior VI of the Social
Security Act and under the interim final
rule.

As discussed in Section Vil of this
SUPPLEMENTARY INFORMATION, recipients
of Tiscal Recovery Funds will be
required to submil one interim report

$33,89/mour [ncreased by 44 percent to account for fully loaded employer

and thareafter quarterly Project and
Expenditure reports until the end of the
award period. Reciplents must submit
interim reports to Treasury by August
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31, 2021. The quarterly Project and
Expenditure reports will include
financial data, information on contracts
and subawards over $50,000, typss of
projeats funded, and ather information
tagarding a recipient’s utilization of the
award funds.

Nonentitlement unit vecipients will be
raquired to submit annual Project and
Expenditure reports until the end of the
aword period, The initial annual Project
and Expenditure report for
Nonsentitlement unit recipents must be
submitted to Treasury by October 31,
2021. The subsaquent annual xepoits
must be submilted to Treasury by
October 31 each year. States, territories,
meatropolitan cities, and counties with a
population that exceeds 250,000
residents will also be required to sabmit
an annual Recavery Plan Performanca
report to Treasury, The Recovery Plan
Performance report will inclnde
descriptions of the projects funded end
information on the performance
indicators and ohjectives of the award.
Each annual Recovery Plan Performance
report must be posted on the public-
facing websits of the recipient, Treasury
will provide additional guidance and
instructions on the all the reporting
requirements outlined above for the
Tiscal Recovery Funds program at a
later date.

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

Treasury invites comments on all
aspscts of the reporting and
recordkeeping requirements including:
(a) Whether the collection of
information is necessary for the proper
performance of the functions of the
agency, including whether the
information has practical utility; (b) the
aconeacy of the astimate of the burden
of the collection of information; {c} ways
to enhanes the quality, utility, and
glarity of the information te be
collacted; (d} ways to minimize the.
burden of the collection of information;
and () estimates of capital or start-up
costs and costs of operation,
mainienance, and purchase of sexvices
to provida information, Comments
should be sent by the comment deadline
to the wivw.regulations gov docket with
a copy to the Office of Information and
‘Regulatory Affairs, U.S, Office of
Management and Budget, 726 17th
Street NW, Waghingion, DC 20603; or
emafl to ofra_submission@omb.eop.gov.

Regulatory Flexibility Analysis
The Regulatory ¥lexibility Act (RTFA)

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

pursuand to section 553(h) of the
Administrative Prozedure Act or
another law, the agency must prepare a
regulatory flexibility analysis that meats
tha requirements of the REA and
publish such analysis in the Faderal
Register. 5 U.5.C. 803, 604.

Rules that are exempt from notice and
copument under tha APA are also
exempt from the RFA vequivementls,
including the requiremant to conduct a
ragulatory flexibility analysis, when
among other things the agenay for good
cause finds that notice and public
procedure are impraciicable,
unmecessary, or contrary to the public
fnterest, Since this rule is exempt from
the notice and comment requirements of
the APA, Treagury is not required to
conduct a regulatory Aexibility analysis.

List of Subjects in 31 CFR Payt 35

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

For the reasons stated in the
preamble, the Department of tha
Treasury amends 31 GFR part 36 as
fallows:

PART 35—PANDEMIC RELIEF
PROGRAMS

m 1. The authority citation for part 35 is
revised to xead as follows:

Authority: 42 U.8.C, 802(f); 42 US.C.
§03(f); 21 U0.8.C. 321; Division N, Title V,
Subtitle B, Pub. L. 116-260, 134 Stat, 1182;
Saction 104A, Pub. L. 103326, 108 Stat.
2180, as amended (12 U.S.C. 4701 ef seq.);
Pub. L. 117-2, 135 Stat. 4 (42 U.5.C, 802 et
s8q.)
® 2. Revise the past heading to vead as
set forth above,

H 3, Add subpait A toread as follows:

Subpart A—Coronavirus State and
Local Fiscal Recovery Funds

Sec.
36,1
35.2
35.3
5.4
35.5
35.8
35.7

Paxposa.

Applicability.

Definitions.

Raservation of awthority, veporting.
Use of funds,

Eligible uses.

Pensions.

35.8 Tax,

35,9 Compliance with applicable laws.
35,10 Recoupment.

35.11 Paymaents 1o States,

35,42 Distributions to nonentittement units
of local government and wnits of general
local government.

§361 Purpose.

This subpart implements section 8801
of the Americen Rescue Plan Act
(Subtitle M of Title IX of Pub. L.

117—2), which amends Title VI of the
Social Security Act (42 U.5.C. 801 &f

seq.) by adding sections 602 and 603 to
eslablish the Coronavirus State Fiscal
Recovery Fund and Goronavirus Local
Fiscal Recovery Fund,

§35.2  Applicability,

This subpact applies to States,
tervitories, Tribﬂf’govermnents.
metrapolitan citias, nonentitlement
units of loeal government, counties, and
units of general local government that
accepl a paynient or transfer of funds
mads under section 602 or 603 of the
Soclal Security Act.

§35.3 Deflnhions.

As uged in this subpart:

Baseline means tax revenue of the
recipient for iis fiscal year ending in
2019, adjusted for inflation in each
roporting year using the Buraau of
Economic Analysis's Implicit Price
Deflator for the gross domestic product
of the United States.

County means a counly, pavish, or
other equivalent county division {as
defined by the Census Bureau).

Govered benefits includo, but are not
limited to, the costs of all types of leave
fvacetion, family-related, sick, military,
hereavement, sabbatical, jury duty},
smployee insurance (health, life, dental,
vision), retivement {pensions, 401{k}),
unemplayment henefit plans (Federal
and State), workers’ compensation
insurance, and Faderal Insurance
Contributions Act taxes {which includes
Social Security and Medicare taxes).

Coverad chonga means a change in
law, regulation, or administrative
interpretation. A change in law includes
any final legislative or regulatavy action,
anew or changed administeative
interpretation, and the phase-in oz
taking effect of any statute or rule if the
phase-in or taking effect was not
prescribed prior to the start of the
govered period.

Govered period meens, with respact to
a State, Territory, ox Tribal govexnment,
the period that:

{1) Begins on March 3, 2021; and

{2) Bnds on the last day of the fiscal

_ yeav of such State, Territory, or Tribal

government in which all funds received
by the State, Territory, ox Tribal
government from a payment made
under saction 602 or 603 of the Secial
Security Act have been expsndad or
returned to, or racoverad by, the
Secvetary.

COVID--18 means the Coronavirus
Disease 2019.

COVID-19 public health emergency
reans the pariod beginning on January
27, 2020 and until the termination of the
national emergency concerning the
COVID-19 outbresk dectared pursuant
io the National Emergencies Act (50
U.5.G. 1601 et seq.),
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Deposil means an extraordinary

}myment of an acorued, unfunded
iability. The term deposit doss not xefer
to routine contributions mede by an
emplaysr to pengjon funda as pat of the
employer's obligations related to
payroll, such as either a pension
contribution consisting of a novmal cost
component related to current employees
or a component addressing the
amorlization of unfunded liabilities
calculated by reference to the
amployer’s payroll costs.

ligible employer means an employer
of an elipible worker who perfovins
assential work,

Eligible workers means workers
needed to maintain continuity of
operations of essential critical
infrastructure sectors, including health
cave; emergency response; sanitation,
disinfection, and cleaning work;
mainlenance work; grocery stores,
restaurants, food production, and foud
delivery; pharmacy; biomedical
research; behavioral health work;
madical testing and diagnosties; home-
and community-hased health care or
assistance with activities of daily living;
family or child care; sacial services
work; public health work; vital services
to Tribes; any work performed by an
employse of a State, local, or Tribal
government; educationat work, school
nutrition work, and other work requived
to operate a school facility; laundy
worl; elections work; solid waste or
hazardous materials managemendt,
response, and cleanup work; work
requiving physical interaction with
patients; dental care work;
iransportation and warehousing; work at
hatel and commareial lodging facilities
that are used for COVID-19 mitigation
and containment; work in a morxtuary;
waork in critical clinical research,
development, and testing necessary fox
COVID-19 response.

(1) With respect to 4 recipient that is
a metropolitan city, nonentitlement unit
of local governmaent, or county, workers
fn any additional sectors as each chief
execulive officer of such recipient may
designate as critical to protect the heslth
and well-being of the residents of their
metrapolitan sity, nonentitlement unit
of local government, or county; or

{2) With reapect to = State, Terrifory,
or Tribal government, workers in any
additienal sectors as sach Gavernor of a
State or Territory, or each Tribal
government, may designate as critical to
pratect the health and well-being of the
residents of their State, Terxitory, or
Tribal government.

Fssentiol work mesns work that:

{1} Is not performed while
teleworking from a residence; and

{2} Involves;

{i) Regular in-person interagtions with
patients, the public, or coworkars of the
individual that is perfonming the work;
ar

{ii} Regular physical handling of items
that weye hendled by, or ave to be
handled by patients, the public, or
coworkers of the individual that is

-performing the work.

Jrunds means, with respect to a
recipient, amounts provided to the
recipient pursuant to a payment made
under section 602th} or 803(h) of the
Suciel Security Act or transferred to the
recipient pursuant to section 603{c){4)
of the Social Security Act.

General ravenme means money that is
racaivad from tax revenus, current
charges, and miscellansous general
revenue, excluding refunds and other
corvecting transactions, proaeeds from
issuance of debt or the sale of
investments, agency ox private trust
transactions, aud intergovermmental
tranafers from the Fedsral Government,
including transfers made pursuant to
section 9901 of the American Rescue
Plan Act. General revenue does not
include revenues from utilities, Revenue
from Tribal buginess enterprises must be
included in general revenue.

Intergovernmental {ransfers maans
money received from other
governments, including grants and
shared taxes.

Metropolitan city has the meaning
given that term in section 102{a)(4} of
the Housing and Community
Development Act of 1474 {42 1.8.C,
5302(a)(4)} and includes ctiles thal
relinguish or defar tholr siatus as a
metropolitan city for purposes of
receiving ailocations under section 106
of such Act {42 U1.S.C. 5306) for fiscal
year 2021,

Net reduclion in folal spending is
measured as the State or Terrltory’s total
spending for a given reporting year
exoluding ite spending of funds,
subtracted from its totel spending for its
fiscal year ending in 2019, adjusted for
inflation using the Bureau of Economic
Analysis's Inplicit Price Deflator for the
gross domestic produst of the United
States.

Nonentftlement unit of local
pgovernment means a “‘city,” as that term
is defined in section 102(a){(5) of the
Housing and Community Development
Act of 1874 (42 U.S.C. 5302{a)(5}], that
is not & metropolitan city.

Nonprofit means a nonprofit
organization that is exempt from Federal
income taxation and that is described in
section 501(c)(a) of the Internal Revenue

~ Code,

Obligation reans an oyder placed for
property and services and eniering into

contvacts, subawards, and slmiler
fransactions that require payment,

Pension fund means a defined banefit
plan and does not include a defined
coniribution plan,

Preminm pay means an amount of up
to $13 per hour that is paid to an
sligible worker, in addition to wages or
remuneration the eligible worker
otherwise receives, for all wark
performed by the eligible worker during
the COVID-18 public heglth emergency.
Such amaunt may not exceed $25,000
with respact to any single eligible
waorker, Premium pay will be
considerad te be in addition io wages or
remuneration the eligibtle worker
otherwise recelves if, as measured on an
hourly rate, the premium pay is:

{1} With regard to work that the
eligible worker previously performed,
pay and remuneration eguaal to ths sum
of all wages and remuneration
praviously received phus up to $13 per
hour with na reduclion, substilution,
offss, or other diminishment of the
sligible worker's pravious, current, or
prospectiva wages or remunaeration; or

(2) With regard to wark that the
eligible worker conlinugs to perform,
pay of up te $13 that is in addition to
the sligible worker’s regular rate of -
wages or yernuneration, with no
reduction, substitution, offset, or other
diminishraent of e workers' current
and prospeciive wages or remuneration.

Quah'ﬁgzd census {ract has tha same
meaning given in 26 U.5.C.
42{d)(G)(BED.

Hecipieni means a State, Territory,
Tribal government, metropolitan city,
nonentitlement unit of locsl
governmant, county, or unit of general
local gavernment that receives a
payment made under sectlon 802(bj or
603(b} of tha Social Seculty Act or
transfer pursuant to section 603(c}{4) of
the Social Security Act,

Reporting year means a single year or
partial year within the noverad period,
aligned to the current fiscal year of the
State or Territory during the coverad
period,

Secratary means the Secrelary of the
Trgasury.

State means each of the 60 States and
the District of Columbia.

Small business means a business
concern, or othor organization that:

(1) Has no more than 500 employees,
or if applicable, the size standard in
number of emplayees established by the
Administrator of the Small Business
Administration for the industry in
which the business concern or
ovganization operates; and

2) ¥s a small business concern as
defined in section 3 of the Small
Businass Act {15 11.8.C. 632}
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Tax revenue meang revenuae received
from a corpulsory contribution thatis
exacted by a govermment for public
purposes excinding refunds and
corrections and, for purposes of §35.8,
intergovernmental transfers, Tax
revenue does not include payments for
a special privilege granted or service
rendered, emplayee or employer
assessments and coniributions to
finance retirement and social insurance
trust systems, or special assessments to
pay for capital improvements.

Territory means the Commonwaslith
of Puerto Rico, the United States Virgin
Islands, Guam, the Commonwealth of
the Noxthern Mariana Islands, or
American Samoa,

Tribul enterprise means a business
congormn:

(1) That is wholly owned by ons or
more Tribal governments, or hy a
corporation that is wholly owned by onse
or more Tribal governments; or

{2) That is owned in part by one or
more Tribal governmenis, or by a
corporation that is wholly owned by one
or more Tribal governments, if all other
pwners are sither Uniled States citizena
or siall business concerns, as these
terms are used and consistent with the
definitlons in 15 U.8.G. 857a(b)(2)(0).

Tvibal govermment means the
recognized governing body of any
indian or Alaska Native tribe, band,
nation, pueblo, village, community,
sompaonent band, or component
resarvation, individually identified
{including parentheticatly) in the Ist
published by the Bureau of Indian
Affairs on January 29, 2021, pursuant to
section 104 of the Federally Recognized
Indian Tribe List Act of 1984 (25 11.5.G,
5131),

Unemployment rafe means the U-3
unemployment rate provided by the
Bureau of Lahar Statistics as part of the
Iocal Area Unemployment Statistics
program, measured as total
unerployment as a percentage of the
civilian tabor foxce.

Unsmplayment {rast fund means an
unemployment trust fund established
under section 804 of the Social Secuxity
Act {42 1.8.C. 1104).

Unit of general local government has
the maaning given to that term in
section 102(a)(1) of the Housing and
Comnumity Development Act of 1974
{42 U.8,C. 5302(a}(1)},

Unserved and underserved
households or busingsses means one ox
more households or husinesses that ave
not curvenily servad by a wireline
connection that xeliably delives at least
25 Mbps download speed and 3 Mbps
of upload speed,

§35.4  Reservation of authorily, reporting.

{a) Reservation of authority. Nothing
in this subpart shall limit the authoxity
of the Secretary to take action to enforce
conditiona or violations of law,
including actions necessary to prevent
evasions of this subpart,

{b) Extensions or accelerations of
timing. The Secretary may extend or
accelerate any deadline or compliance
date of this subpart, including reporting
requirements that implement this
subpart, if the Secvatary determines that
such extension or accelaration is
appropriate. In delermining whether an
gxtension or acceleration is appropriats,
the Sscretary will consider the period of
time that would be extonded or
acgelerated and how the modified
timekine would facilitate compliance
with this subpart.

{0} Reporting and reguesis for other
information, During the covered period,
racipients shall provide to the Secretary
periodic reports providing detailed
accounting of the uses of funds, el
modifications to a State or Territory’s
tax ravenus sources, and such ather
information as the Secretary may
requive for the administration of this
section, In addition ta regulay reporting
raquirements, the Secretary may raguest
other additional information as may ba
nscessary or appropriate, including as
may he nacessary to prevent evasions of
the requirements of this subpart. False
statements or claims made to the
Secretary may result in eriminal, civil,
or adhministrative sanctions, including
fines, imprisonment, civil damages and
penalties, debarment from participating
in Federal awards or contracts, and/or
any other remedy available by law.

§35.5 Use of funds.

{a) In general, A recipient may only
vse funds to covar costs incurred during
the period beginning March 3, 2021, and
ending December 31, 2024, for one or
more of the purposes enumerated in
sactions 602(c){1) and 603{c)(1} of the
Socjal Security Act, as applicable,
including those enmymerated in seciion
§ 35.8, subject to the restrictions set
{forth in sections 602(c)(2) and 603(c)(2)
of the Social Seourity Act, as applcable.

fb) Costs incurved. A cost shall ba
considered to have been incurred for
purposes of parageaph {a) of this section
if the recipient has inewrred an
obligation with respeet to such cost by
December 31, 2024,

{c) Return of funds. A recipient must
return any funds not obligated by
Decembar 81, 2024, and any funds not
expended to cover such obligations by
Diecsmber 81, 2026,

§35.8 Eligible uses,

{a) In general. Subject to §§ 35.7 and
35.8, a recipient may use funds for one
or moge of the purposes described in
paragraphs (b) thvough {e] of this section

{b) Responding lo the public health
ernorgency or ils negative econamic
impacts, A recipient may use funds to
respond to the public health emergency
ar its negative esonomic impacts,
including for one or more of the
Iollowing purposes:

(1} COVID-19 response and
prevention. Expenditures for the
mitigation and prevention of COVID-19,
including:

{i) Extpenses related to COVID-16
vaccination programns and sites,
including staffing, acquisition of
equipment ox supplies, facilities costs,
and information technology or othey
administrative expenses;

(i) COVID-19-xelated expenses of
public hospitals, clinics, and similar
facilities;

{#ii) COVID-18 related expenses in
aongregate living facilitles, including
skilled nursing facilities, long-lerm care
facilities, incarceration settings,
homeless shalters, residential foster cars
facilities, residential behavioral health
treatment, and other group living
facilitios;

{iv) Expenses of establishing
temporary public medical facilities and
other measuves to increass COVID-19
treatment capacity, including related
construction costs and other capital
investments in public facilities to mest
COVID-18-related operational needs;

{v) Expenses of establishing
temporary public medical facilittes and
other measures to increase COVID-18
treatment capacity, including related
gonstruction costs and other capital
investments in public facilities to meet
COVID—19-related opevational neads;

(vi) Costs of providing COVID-18
testing and monitoring, contact tracing,
and monitoring of case trends and
genomie sequencing for variants;

{vii) Emergency medical response
expenses, including emergency medical
transportation, related ta COVID-19;

(viii) Expenses for establishing and
operating public telamedicine
capabilities for COVID-10-related
treatmeni;

(ix) Expenses for communication
related io COVID-19 vacoination
programs and communication or
enforcement by racipients of public
health orders related to COVID-18;

{5) Expenses for acquisition and
distribution of medical and protective
supplies, including sanitizing producls
and personal protective equipment;

(x"S Fxpenses for disinfection of
public areas and ofiier facilities in
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response to the COVID-19 public health
emergency;

(xig Expsnses for technical assistance
to local anthoxities or other entities on
mitigation of GOVID-18-related threats
to public health and safety;

xiii) Expenses for qnavantining ov
isolation of individuals;

(xiv) Expensss of providing paid sick
and pald family and medical leave to
public employees to enable compliance
with COVID-19 public health
precautions;

{3v) Expenses for treatment of the
long-lerm symptoms or effacts of
COVIDR-18, including post-intensive
care syndrome;

{xvi) Expenses for the improvement of
ventilation systems in congregate
settingg, public health facilities, or other
public facilities;

{(xvii) Expenses velated to establishing
or enhancing public heslth data
systems; and

{xviif) Mental health treatinent,
substencs misuse treatment, and other
hehavloral health services,

(2) Public heolth and sofely staff.
Payroll and covered benelit exponses for
public safety, public health, health care,
human sexviges, and similar employsss
to the extent that the employee’s time fs
spent miligating or responding to the
COVID-14 public health emargency.

{3} Hiring State and local government
staff, Payroll, covered benefit, and other
cogts associated with the recipient
increasing the number of its employees
up to the number of employess that it
smployed on January 27, 2020,

{4} Assistance 1o unemployed
workers. Assistance, including job
training, for individuals who want and
are available for work, including those
wha have looked for work sometime in
the past 12 months or who are
employed part time but who want and
ace available for fuil-time work.

(5] Gontributions 1o State
unemployment insurance {rust funds.
Contributions te an unemyployment trust
fund up to the level required to restore
the unemployment trust fund to its
balance on January 27, 2020 or to pay
back advances received under Tille X1
of the Social Security Act {42 U.S.C.
1421) for the payment of benefits
between January 27, 2020 and May 17,
2021,

(6) Small businesses, Assistance to
small businesses, including loans,
grants, in-kind assistance, technical
assistance or other services, that
responds to the negative economic
impacts of the GOVID-18 public health
BMAIgeney.

{7) Nonprofits. Assistance to nonprofit
organizations, including loans, grants,
in-kind assistance, technical assistance

or other services, that responds to the
negative sconomic impacts of the
COVID-18 public health emergency.

{8} Assistance o honssholds.
Assistange programs, including cash
assistance programs, that respond to the
COVID-19 public health emergency.

(9) Aid to impacied industries. Atd to
touriem, travel, hospitality, and other
impacted industries that vasponds to the
negative economic impacts of the
COVID-19 public health emexgency.

(10) Expenses fo improve ejﬁ’cacy of
public health or economic relief
programs, Administrative costs
associated with the recipient’s COVID-
10 public health emargency assistance
programs, including services responding
to the COVID-19 public health
emergency or its negalive econormic
impacts, that are not federally funded.

(11) Survivor's benefits. Benefits fox
the surviving family members of
individuals who have died from
COVID-19, including cash assistance to
widows, widowers, or dependenis of
individuals who died of COVID-19,

{12) Dispraportionately impacted
populations and communiiies. A
program, sexvice, or ather assistance
that is provided in a qualified census
tract, that is provided to households and
populations living in a qualified census
tract, that is pravided by a Tribal
govermment, or that is pravided to other
households, businesses, or populations
disproportonately impacted by the
COVID-16 public health emergency,
such as!

{i) Programs oz sexvices that facilitate
aceass Lo health and social sorvices,
inclhuding:

(A) Assistance accessing or applying
for public benefits oxr services;

(B) Remediation of lead paint or other
lead hazards; and

{C) Community violence intervention
programs;

(1) Programs ox services that address
housing insecurity, lack of affoxdable
bousing, or homelessness, including:

{A} Suppaortive housing or other
programs or services to improve sccess
to stabla, sifordable hovsing among
individuals who are homeless;

{B) Developmant of affordabla
housing to increase supply of affordable
and high-qualily living units; and

{C) Housing vouchers and assistance
relocating to neighborhoods with higher
lavels of aconomic opportunity and to
reduce concentrated aveas of low
economic opportunily;

{111} Proprams or services that address -

or mitigate the impacts of the COVID-
19 public health emergency on
education, including:

{A) New or expanded sarly learning
sexrvices;

{B) Assistance to high-poverty school
districts to advance aguitable fanding
across distrlets and geographies; and

{C) Educational and svidence-based
services to address the academic, social,
amotional, and mental health needs of
students; and

{iv) Programs or services that address
or maitigata the fmpacts of the COVID-
19 public health emergency on
childhood heslth or welfave, Inchuding:

(A) New or expanded childcare;

(B) Prograrns to provide home visits
by health professionals, parent
adncators, and social servics
professionals to individuals with young
children to provide educaiion and
agsistance for economic support, health
needs, or child development; and

(€3 Services for child welfare-
involved families and foster youth to
provide support and education on child
development, positive parenting, coping
skills, or recovery for mental health and
subslance nse.

{c) Providing premiunm pay o eligible
workers. A. reciplent may use funds to
provide pramium pay to aligible
workets of the recipient who perform
sgsential work or to provide granis to
aligible employers, provided that any
premium pay or grants provided under
this paragraph {¢) must respond to
aligible workers performing essential
waork during the COVID-19 public
health emergency. A recipient uses
prewnium pay or grants provided under
this paragraph (¢) to respond to eligible
workers performing essential work
duoring the COVID-19 public health
emergency if it prioritizes [ow- and
moderate-income persons. The recipient
must provide, whether for themselves or
on behalf of a grantes, a written
justification to the Becretary of how the
premiom pay or grant provided under
this paragraph {c) xesponds to eligible
workers performing essential work if the
premiwm pay or grant would increase an
aligible worker's lolal wages and
yemumeration above 150 percent of such
aligible worker's residing State’s averages
annual wage for all ocoupations or their
residing county’s average annual wage,
whichever is higher,

{d) Providing government services. For
the provision of government services to
the extent of a reduction in the
yecipient’s general revenue, calculated
according to parageephs (d3{1) and {2 of
this section,

{1) Frequency. A reqipient must
caloulate the reduction in its general
ravenue using information as-of
Deceniber 31, 2020, Decembar 31, 2021,
December 31, 2022, and Dacember 31,
2023 (each, a calculation date) and
following each caleulation date.
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{2) Caloulation. A rveduction ina
recipient's general revenue equals:

1
Max {[Base Year Revenue * (1 + Growth Adjustment)('i%)] — Actual General Revenueg; 0}

Whare:

Buse Yenr Revenue is the xecipiont's goneral
revenue for the maost recent full fiscal
yanr prior ta the COVD-18 public health
BIMOFEANCY;

Growth Adjusiment is equal to the greater of

© a1 percent (or 0.041) and the reciplent’s
average annual rovenus growth over the
thres full Fiscal years prior to the
COVID-19 puhlie health emergency.

n equals tho number of months elapsed from
the end of the base year to the
calgulation date.

Actug) Genaral Revenue is a rocipient’s
actual general ravenue collected during
12-month perled ending on sach
calculation date;

Subseript f denotes the specific calculation
date.

{¢) To make necessary invasiments in
infrasiructure, A recipient may use
funds 1o make investmenls in:

(1) Clean Water State Revolving Fund
and Drinking Waier Stele Revelving
Fund investments. Projects ov activitles
of the type that would be eligible under
section 603{c) of the Federal Water
Pollutton Contyol Act (38 U.5.G.
1283(c)) or section 1452 of the Safe
Drinking Water Act (42 1J.5.C. 300j-12);

or,

(2) Broadband. Broadband
infrastructura that is designed to
provide service to unserved or
underserved households and businesses
and that is designed to, upon
conmpletion:

{1} Reliably meat or exceed
symmetrical 100 Mbps download speed
and upload speeds; ov

(1) In cases where it isnot
practicable, because of the excessive
cast of the project or gaagraphy or
topography of the ares ta ba served by
tha project, to provide service meeting
the standards set forth in paragraph
{e}(2){i) of this section:

(A) Reliably meat or excead 100 Mbps
download speed and betwesn at Jeast 20
Mbps and 100 Mbps upload speed; and

{B) Be sealable to & minimum of 100
Mbps download apeod and 100 Mbpy
upload speed.

§35.7 Pensions.
A recipient may not use funds for
deposit into any pension fund.

§358 Tax.

(a) Restriction. A Stata or Territory
shali not nse fands to either directly or
indirectly offsel a reduction in the nat
tax vevenue of the State or Territory

sesulling from a covered change during
the covered perfod.

(b) Violation, Treasury will consldera
State or Territory to have used funds to
offsat a reduation in net tax xavenue if,
during a reporting year!

(1) Coverad change. The State or

. Territory has made a covared change

that, either based on a reasonabla
statistical methodology to isolate the
impact of the coverad change in actual
revenue or based on projections that use
reasonable assumptions and do not
incorporate the effects of
macroeconomic growth to reduce or
increase the projected impact of the
goverad change, the Stale or Territory
assesses has had or predicts to have the
effect of reducing tax revenue relative ta
currant law;

{2) Exceeds the de minimis threshold.
The aggregate amount of the measured
or predicted reductions in tex revenue
caused by covered changss identified
under paragraph (b)(1) of this section, in
the aggragate, exceeds 1 percent of the
State’s or Territory's baseline;

{8) Reduction in net tax revenue. The
Slala or Territory reporis @ reduction in
net tax vevenus, measurad as fthe
difference betweon actual lax revenue
and the State's or Tarritory’s baseline,
gach measured as of the end of tha
reporting year; and

{4) Consideration of other changes.
The aggregate amount of measured OF
predicted reductions in tax revenue
caused by covered changes {s groater
thian the sum of the following, in each
case, ag calaulated for the reporting
year:

(i) The aggregate amount of the
expectad increases in tax revenue
caused by one or more covered changos
that, either based on a reasonable
statistical methodology to isolate the
impact of the covexed change in actual
revenuse or baged on projectiens that use
reasonable assumptions and do not
incorparate the effects of
magroeconomic growtl to reduce or
fnorease the profected impact of the
covered change, the State or Tereltory
assesses has had ov predicts to have the
affect of incroasing tax revenue; and

(ii) Reductions in spanding, up to the
amount of the State’s ox Territory's net
reduction in totel spending, that are in!

(A} Departments, agencies, or
authorit{es in which tha State or
Territory is not using funds; and

{B) Departments, agencies, or
anthorities in which the State or
Terrilory is using funds, in an amount
equal to the value of tha spending cuts
in those departments, agencies, or
authorities, minus funds used.

{c) Amount and revenue reduetion
cap. If a State or Territory Is considered
to be in violation pursuant to paragraph
(b} of this section, the amount used in
violation of paragraph () of this section
ig equal to the lesser of:

(1) The reduction in net tax revenus
of the State or Territory for the reporting
year, measured as tha difference
between the State's or Texritory’s
haseline and its aclual tax ravenue, ench
measured as of the end of the reporting
year; and,

(2} The aggregate amount of the
reduetions in tax revenues caused by
covered changes identified in paragraph
{1)(1) of this section, minus the sum of
the amounts in identified in paragraphs
(h)(4}{i) and {ii).

§35.4 Compliance with appHoable laws.

A vecipient must comply with all
other applicable Federal statutes,
regulations, and Executive arders, and a
recipient shall provide for compHance
with the American Rescue Plan Act, this
subpart, and any interpretive guidance
by other parties in any agraemants it
enters into with other parties relating to
these funds,

§35.,10 Hecoupment.

{a) Identiffcation of violations{1) In
goneral, 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) Annual reporiing of amounis of
viclations; On an annual basis, a
racipient that is a State or Territory
must caloulate and report any amounts
used in viclation of § 35.8.

{b) Calenlation of amounts subject to
recoupment--(1) In general, Excapt as
provided in paragraph (b}(2) of this
seclion, Treasury will calcutate any
amounts subject to recoupment
resulling from a viclation of § 35,5,
§35.6, or §35.7 as the amownis used in
violation of such restxictions.

{2) Violations of § 35.8. Treasury will
calenlate any amounts subject to
racoupment vesulting from a violation of
§35.8, equal to the losser of;

(i) The smount set forth in § 85.8(c);
and,
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{11} The amount of fands recsived by
such recipient,

(c) Notice, 1f Tressury calculates an
amount subject to recoupiment under
paragraph (b) of this section, Treasury
will provide the recipient a written
notice of the smounl subject to
recoupment along with an explanation
of such amounts,

(d) Request for reconsidsration.
UInless Treasury extends the time
periad, within 60 calendar days of
receipt of a nolice of recoupment
provided under paragraph (c) of this
section, a recipient may submit a
wiritten raquest to Treasury requesting
reconsideration of any amounts subject
ta recoupment under paragraph {b) of
this section. T'o reguest raconsideration
of any smounts subject ta recoupment,
a racipient must submit to Treasury a
written request that includes:

{1} An explanation of why the
reciplent believes all or some of the
amount should not be subject to
racoupment; and

{2) A discussion of supporting
reasons, along with any additional
information.

(e) Final amount subject to
recoupment. Unless Treasury axtends
the time period, witldn 80 calendar days
of receipt of the recipient’s xequest for
reconsideration provided pursuant to
paregraph (d) of this section, the
recipient will be notified of the
Secretary's decision to affirm, withdvaw,
or modify the notice of recoupment.
Such nofification will include an
explanation of the dacision, inchuding
vesponses to the recipient’s supporling
reasuns and consideration of additional
information provided,

(f) Repayment of funds, Unless
Treasury extends the time period, a
racipient shall zapay to the Secretary
any amounts subject to recoupment in
accordance with instructions provided
by Treasury!

(1) Within 120 calendar days of
receipt of the notice of recoupment
provided under paxagraph (c} of this
section, in the case of a reciplent that
does not submit a requast fox
reconsideration in accordance with the

requivements of paragraph {d) of this
segtion; oy

{2) Within 120 celendar days of
receipt of the Secretary’s decision under
paragraph {e) of this section, in the case
of a vacipiont that submits a request for
reconsideration in accordance with the
requirements of paragraph (d) of this
section.

§35.11 Payments to States,

{a) In general. With respect to any
State or Territory that has an
unemployment rate as of the date that
it submits an initial certification for

ayment of funds pursuant to section
602(d)(1) of the Social Security Act that
is loas than twa percentage points above
its unemployment rate in February
2020, the Secratary will withhold 60
percent of the amount of funds allocated
under section 602{b) of the Social
Securily Act to such State or texritory
until the date that is twelve months
from the date such initial certification is
provided to the Secratary,

(b} Payment of withheld amount, In
order to receive the amount withheld
under paragraph (a) of this section, the
State or Territory must subimnit to the
Secretary at least 30 days prior to the
date referenced in paragraph {a) the
following information:

{1) A cextification, in the form
provided by the Secratary, that such
State or Territory requizes the payment
to catry out the activities specifiad in
saction 602{c) of the Soctal Security Act
and will use the payment in complisnce
with saction 602{c} of the Social
Security Act; and,

(2) Any reports reguired to be filed by
that date pursuant ta this subpart that
have not yat been filed.

§35,12 Distributions to noneniitlement
units of locat government and units of
general local government,

(a) Nenentitflement units of local
government, Each State or Territory that
receives a payment fom Treasury
pursuant to saction 503{b)(2)(B} of the
Social Security Act shall disteibute the
amount of the payment to
nonentitlernent units of government in
such State or Tewrritory in accordance

with the requivements set forth in
section 603(b}(2)(C) of the Soaial
Secuvity Act and withoul offsetting any
debt owed by such nonsntitlement units
of lacal governments against such
payments.

(b} Budget cap. A State or Territory
may not meke a paymeni to a
noneniitternent unit of local governmant
pursuant to ssction 603{(b}2)(C) of the
Social Security Act and peragraph (a) of
this section in excess of the amount
equal to 75 percent of the most recent
budget for the nonentitlement unit of
local government ag of Janary 27, 2020,
A Stats or Territory shall pexmita
nonentitlement unit of loeal government
without a formal budget as of January
27, 2020, to provide & certification from
an authorized officer of the
nenentiilement unit of local government
of its most recent annual expenditores
as of January 27, 2020, and a State or
Teritory may rely on such certificalion
for purposes of complying with this
pavagraph (b).

(¢} Units of general local government.
Each State or Territory that receives a

ayment from Treasury pursuant to
soction 803{h)(3)}(B)(1) 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 government, shall
distribute the amount of the payment to
units of general local government within
such county in accordance with the
requirements set forth in section
603{b}{3)(B}{ii) of the Social Security
Act and without offselling any debt
owed by such units of general local
government against such payinents.

(d} Additional conditions. A State or
Territory may not place additional
conditions or requirements on
distributions to nonentilement units of
local government or units of general
local government beyond those required
by section 608 of the Social Security Act
or this subpart,

Yaurio Schafier,

Acling General Counsel.

{FR Dor, 202110283 Filed 5-13-21; 11:15 am)
BILLING CODE 4B10-AK-P
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Appendix B

Cost Estimates, Category Expenditure Limits, and
Implementation Schedules b=z oS

Response to the pandemic and its negative effects in order to assist,

households, businesses, and non - profits

Water and sewer bill accounts

Estimated cost of these actions:
- Payment of delinquent accounts
- Water and sewer account credits
- Total

Fiscal year (s)

Percentage of total federal grant
Funds used from first payment

Funds used from second payment
Funhds remaining from first payment
Funds remaining from second payment

Signage

Estimated cost of these actions
- Sighage
- Total

Fiscal year (s)

Percentage of total federal grant
Funds used from first payment

Funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

S ROEEEOEI00

$  2,267,493.00

S 140,000.00
S 140,000.00

FY22, FY23&FY24
3.00%

S 60,000.00

S 80,000.00

$  2,028,393.00
$ 2,187,493.00
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Improvements in Central Business District

Fstimated cost of these actions
- Facades, signs, accessibility
- Total

Fiscal year (s}

Percentage of total federal grant

Funds used from first payment

Funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

Non- Profits

Estimated cost of these actions
- lohn H Enders FD
- Barns of Rose Hill
- Housing assistance
- Total

Fiscal year (s)

Percentage of totai federal grant

Funds used from first paymeant

Funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

purchase of equipment and supplies

Estimated cost of these actions
- Purchase of equipment, etc
- Total

Fiscal year (s)

Percentage of total federai grant

Funds used from first payment

funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

$
5

250,000.00
250,000.00

FY22, FY23&FY24

$
$
$
$

W U N A

FY22, FY23 & FY24

S
$
s
$

5.50%
125,000.00
125,000.00

1,903,393.00
2,062,493.00

80,000.00
40,000.00
120,000.00
240,000.00

5,20%
160,000.00
80,000.00
1,743,393.00
1,982,493.00

25,000.00
25,000.00

0.50%

25,000.00

1,718,393.00
1,982,493.00
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Improve Communications

Estimated cost of these actions
- Website
- Radios
- Other imp.
- Total

Fiscal year {s)

Percentage of total federal grant

Funds used from first payment

Funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

Premium Pay

Estimated cost of these actions
- Provide premium pay
- Total

Fiscal year {s)

Percentage of total frderal grant

Funds used from first payment

Funds used from secand payment
Funds remaining from first payment
Funds remaining from second payment

Address reduction in revenues to Town

Estimated cost of these actions

- Total

Fiscal year (s)

Percentage of total federal grant
Funds used from first payment

Funds used from second payment
Funds remaining from first payment
funds remaining from second payment

8,000.00
60,000.00
60,000.00

128,000.00

L 1 A A

FY22 & FY23
2.82%

S 128,000.00

S -

$  1,590,393.00

$ 1,982,493.00

$  172,000.00
$  172,000.00

3,70%
S 172,000.00
S -
$  1,418,393.00
$  1,982,493.00

1,418,392.00
1,982,493.00

LT ¥
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Complete necessary water and sewer infrastructure projects

Estimated cost of these actions
- Cost of the projects
- Total

Fiscal year (s)

Percentage of total federal grant
Funds used from first payment

Funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

Pay for administrative costs

Esimated cost of these actions
- Administrative costs per FY (5.5)
- Total

Fiscal year (s)

Percentage of total federal grant
Funds used from first payment

Funds used from second payment
Funds remaining from first payment
Funds remaining from second payment

FY22,FY23,FY24, FY25,FY26 & FY27

.

$
$
$  140,000.00
$  190,000.00
$  60,000.00

3 330,000.00

FY22,FY23,FY24, FY25,FY26 & FY27
7.27%

$  140,000.00

$  190,000.00

S -

$
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o Appendix C
Description of Central Business District

Page 60 of 183



@QAFI/

Appendix D
Necessary water and sewer (including stormwater)
infrastructure projects =p=frzi=Clacezs

" The following is a list of projects that should be prioritized for completion as
a part of the Plan.

Water and sewer r
Purchase and install security improvements at water and sewer facilities

Osborne Street, North Church, Bundy S_tréet water and sewer
improvements E

Purchase and install upgrades to the water and sewer system monitoring
and communication network i

Computer upgrades at Business Office, Water Treatment Plant, and
Wastewater Treatment Plant

Water

Conduct a leak study on the water distribution system to identify problems
and provide additional information regarding infrastructure projects that
need;_to be compl_gted and which projgc_t"s should be prioritized over others

Josephine Street water system improvements
Replace water meter retrofitters/meter setters

Provide for biproduct stripping, aeration, and/or power venting in storage
facilities
Booster building repairs (includes pump replacement, pump control, valve

replacement, and ventilation)

Water treatment plant improvements (includes replacement of lagoon
liners, replacement of pumps, repair of settling basins, eliminating river
pump disconnects, and addressing erosion from road stormwater runoff at
water intake)
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Replace water meters
Rockceroft subdivision water improvements

Bel Voi Street water improvements, including water improvements through
True Value property

Battletown Drive water improvements

Replace South Church Street water main froti:i”':*-r ay[or Street to Crow Street

Construct a water main in Crow Street connectmg the malns in Buckmarsh
and Church Streets

Replace transmission main from WTP

Sanitary Sewer :
Conduct an mﬂow and inﬂitratlon (E&i) study in sewer collection system to
identify problems and provnde additional information regarding
infrastructure. prOJects that: need to be completed and which projects should
be pl‘lOl‘itiZed over: others TRy

Create a sump pumplsewer system connection abatement program
Upgrade Hermltage sewer pump station and add emergency gensrator
Upgrade Berryvﬂle Glen Sewer pump station and add emergency generator

Upgrade First Street (Boom Road) pump station and replace or overhaul
emergency generator.

Water treatment plant improvements (including replacement of
membranes, crane repair/replacement, elimination of blower disconnects,

replacement/refurbishment of pumps, lagoon cleaning and repair
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Rehabilitate manholes (may be identified as needing repalr or replacement
in 1&! study)

Repair/replace sewer mains (may be identified as needing repair or
replacement in &l study)

Storm Sewer B
Complete work to eliminate ponding on Virginia Avenue

Complete work to modify Jackson Drive pqn‘éi;'to divert stormwater from
Dorsey Street

Complete piping to convey stormwater from Academy Street Extended to a
defined channel

Complete work to convey stormwater from the end of Ashby and Archer
Courts to a defined channel

Complete work to convey stormwater from Dorsey and Treadwell Streets to
the stormwater collection system in Main Street and upgrade the storm
structure that conveys water from a point west of Smith Street to the Town
Run at Lincoln Avenue

Improl\vﬂ/&e's{orm structure in Main Street west of 36 and 37 East Main Street
to convey stormwater to the Town Run at Chalmers Court

Address necessary maintenance of Town Run and its tributaries to ensure
proper flow of stormwater

Modify stormwater management areas to improve performance

Repair or modify stormwater conduits under sidewalks to address
blockages

Reconstruct bridge in Rose Hill Park to reduce restriction of Town Run
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