
THE STATE OF TEXAS § 

§ l<NOW ALL MEN BY THESE PRESENTS: 

COUNTY OF FORT BEND § 

NON-PROFIT PARTNERSHIP GRANT PROGRAM 
FY 2021 AMERICAN RESCUE PLAN ACT (ARPA) 

FUNDING AGREEMENT 

This Agreement is made and entered by and between Fort Bend County, a body 
corporate and politic under the laws of the State of Texas, acting by and through its 
Commissioners Court, ("County") and Katy Christian Ministries ("Non Profit"). The Non 
Profit and the County may be referred to co llectively as the "Parties." 

RECITALS 

WHEREAS, the American Rescue Plan Act (ARPA) provides $350 billion in aid to state, 
local, Tribal, and territorial governments to be used for economic relief in response to the 
COVID-19 pandemic for "assistance to households, small businesses, and non-profits, or aid 
to impacted industries such as tourism, travel and hospitality;" 

WHEREAS, Fort Bend County received an allocation of $157 million of which a portion 
has been budgeted for the non-profit partnership grant Program ("Program"); 

WHEREAS, the Program funds Special Projects related to providing post COVID-19 
Programs for Fort Bend residents; 

WHEREAS, Non Profit applied to the Program and was approved for Program fund ing, 
as will be more fully described herein; 

WHEREAS, County has determined that the Program to be provided by Non Profit 
serves a public purpose; and 

WHEREAS, this Agreement is not for an expenditure under Texas Local Government 
Code Chapter 262, but an Agreement to transfer grant funds from County to a private Non­
Profit entity, as specifically authorized by 42 USC 803 (b) (3) (c) (3) for the purpose of meeting 

ARPA' s goals. 

NOW, THEREFORE, for and in consideration of the mutual covenants, agreements and 
benefits to both Parties, it is agreed as follows: 
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I. BASIC SCOPE OF AGREEMENT 

A. County shall transfer the Funds to the Non Profit subject to the terms of this 

Agreement. 

B. Non Profit accepts the Funds, all on and subject to the terms herein set forth, 

and the Non Profit sha ll manage and expend the Funds on the public purpose 
Project described in Exhibit "A" ("Project"). Non Profit shall make any 

adjustments necessary to bring the Services to be provided within the amount 
of funding awarded. 

II. FUNDING STANDARDS 

A. The following Funding Standards are hereby approved and imposed upon the 

Funds (the "Funding Standards"): 

B. Use of Funds. Non Profit agrees to only use funding in accordance with th is 
Agreement, the application submitted to Project (incorporated and attached 
as Exhibit A) and as allowed by 31 CFR Part 35 (incorporated and attached as 
Exhibit B). 

C. Documentation of Expenditures. The Non Profit shall track and document the 
expenditure of the Funds in order to substantiate that the Funds were, in fact, 
expended only on the Project. 

D. Unauthorized Expenditure of Funds. If, at any time during the term of this 

Agreement, the Non Profit expends any portion of the Funds for a purpose that 
is inconsistent with these Funding Standards (hereinafter referred to as an 

"Unauthorized Expenditure"), the Non Profit shall immediately reimburse the 
County for the entire amount of the Unauthorized Expenditure. 

E. Discontinuance of Project. In the event the Non Profit ceases or otherwise 
discontinues the Project during the term of this Agreement or if this Agreement 
is otherwise terminated prior to the expiration of the term of this Agreement, 

the portion of any unexpended Funds shall be immediately returned to the 
County. · 

F. Federal funds. Non Profit understands and acknowledges that this Agreement 
may be totally or partially funded with federal funds. As a condition of receiving 
these funds, Non Profit represents that it is and will remain in compliance w ith 
all federal terms as stated in Exhibit C. These terms flow down to all third party 
contractors and their subcontracts at every t ier that exceed the simplified 

acquisition threshold, unless a particular award term or condition specifically 



indicates otherwise. Non Profit sha ll require that these clauses shall be 
included in each covered transaction at any tier. 

Ill. TERM OF AGREEMENT 

Except as otherwise set forth herein, this Agreement is effective as of the date executed by 
both Parties and shall terminate on the sooner of the expenditure of funds or December 31, 
2024 (unless sooner terminated in accordance with this Agreement). 

IV. TERMINATION 

If the Non Profit fails to fulfill its obligations under this Agreement in a timely and proper 
manner, or if the Non Profit violates any of the terms, agreements or stipulations of this 
Agreement, the County shal l thereupon have the right to terminate this Agreement by giving 
written notice to the Non Profit of such termination, specifying the default or defaults, and 
stating that this Agreement shall be terminated 30 days after the giving of such notice unless 
such default or defaults are remedied within such cure period. In the event of such 
termination, the Non Profit shall promptly repay to the County the fu ll amount of the Funds. 

V. AMOUNT OF THE FUNDS 

A. The County shall transfer and the non Profit hereby agrees to accept the Funds 
for performance of the public purpose Project described in the attached Exhibit "A," as 
follows: 

$250,000 for calendar year 2022; and 
$250,000 for ca lendar year 2023 
Total amount to be transferred: $500,000 

This is the total maximum funding the County shall have available specifically allocated to fully 
discharge any and al l liabilities that may be incurred by the County under this Agreement. 

B. The County is not obligated to provide Non Profit with any further funds 
beyond the amounts stated herein or provide any other sources of funding or 
reimbursements. 

VI. COUNTY'S RIGHT TO AUDIT 

A. County's Right to Audit. Non Profit sha ll allow inspection of all documentation and 
records related to its expenditure of funding by the County or the U.S. Department of 
Treasury upon reasonable request, and retain such for a minimum of four (4) years from the 



date of Non Profit's final receipt of it portion of the funding; and 

B. Non Profit Reports and Independent Audit Report. Provide the County with a report 
which includes success meeting Project objectives, the total number of persons and agencies 
directly served, and the number of County citizens served. 

VII. NOTICES 

All notices and communications under this Agreement shall be mailed by certified 
mail, return receipt requested, or delivered to the following addresses: 

County: 

With a copy to: 

Non Profit: 

Fort Bend County 
Attention: County Judge 
401 Jackson Street 
Richmond, Texas 77469 

Fort Bend County 
Attention: County Auditor 
301 Jackson Street, Suite 701 
Richmond, Texas 77469 

l<aty Christian Ministries 
Attention: Deysi Crespo 
Po Box 986 
l<aty, TX 77492 

VIII. GENERAL TERMS AND CONDITIONS 

A. Interest of County Officials. No member of the governing body of the County, no 
officer, employee, official or agent of the County, or other local public official who exercises 
any functions or responsibilities in connection with the review, approval or carrying out of 
the Project to which this Agreement pertains, shall have any private interest, direct or 
indirect, in this Agreement. 

B. Conflict of Interest. The Non Profit covenants that it has no interest and shall not 
acquire any interest, direct or indirect, which would conflict in any manner or degree with 
the performance of the Project to be undertaken through this Agreement. The Non Profit 
further covenants that in the performance of this Agreement, no person having such an 
interest shall be employed by the Non Profit. 



c. Assignment; Successors and Assigns. The Non Profit shall not assign or transfer any 
interest in this Agreement without the prior written approval of the County. Any assignment 
made without such consent shall be void. This Agreement shall be binding upon and shall 
inure to the benefit of the successors and assigns of the parties hereto. 

D. Force Majeure. The County may, in its sole discretion, grant relief from the 
performance of this Agreement if the Non Profit is prevented from performance by an act of 
war, order of legal authority, act of God, or other unavoidable cause not attributable to the 
fault or negligence of the Non Profit. The burden of proof for the need of such relief sha ll rest 
upon the Non Profit. To obtain a release based on force majeure, the Non Profit shall file a 
written request with the County. 

E. Severability. If any provision of this Agreement shall be held invalid or unenforceable 
by any court of competent jurisdiction, such holding shall not invalidate or render 
unenforceable any other provision hereof, but rather this entire Agreement will be construed 
as if not containing the particular invalid or unenforceable provision or provisions, and the 
rights and obligation of the parties shall be construed and enforced in accordance therewith. 
The parties acknowledge that if any provision of this Agreement is determined to be inva lid 
or unenforceable, it is the desire and intention of each that such provision be reformed and 
construed in such a manner that it will, to the maximum extent practicable, give effect to the 
intent of this Agreement and be deemed to be validated and enforceable. 

F. Illegality. If the purpose of this Agreement or if the performance of any of the terms 
of this Agreement is found, by a court of competent jurisdiction, to be illegal, either party 
may immediately terminate this Agreement. In that event, the Non Profit shall refund all of 
the Funds that were tendered by the County to the Non Profit prior to such finding. 

I. NON PROFIT SHALL INDEMNIFY AND DEFEND COUNTY AGAINST 

ALL LOSSES, LIABILITIES, CLAIMS, CAUSES OF ACTION, AND OTHER 

EXPENSES, INCLUDING REASONABLE ATTORNEYS FEES, ARISING 

FROM ACTIVITIES OF NON PROFIT, ITS AGENTS, SERVANTS OR 

EMPLOYEES, PERFORMED UNDER THIS AGREEMENT THAT RESULT 

FROM THE NEGLIGENT ACT, ERROR, OR OMISSION OF NON PROFIT 

OR ANY OF NON PROFIT'S AGENTS, SERVANTS OR EMPLOYEES. 

J. Venue and Governing Law. Each party to this Agreement hereby agrees and 
acknowledges that venue and jurisdiction of any suit, right, or cause of action arising out of 
or in connection with this Agreement shall lie exclusively in either Fort Bend County, Texas. 



Furthermore, except to the extent that this Agreement is governed by the laws of the United 
States, th is Agreement shall be governed by and construed in accordance with the laws of 
the State of Texas, excluding, however, its choice of law rules. 

I<. No Third-Party Beneficiaries. This Agreement is for the sole and exclusive benefit of 
the parties hereto and nothing in this Agreement, express or implied, is intended to confer 
or shall be construed as conferring upon any other person any rights, remedies or any other 
type or types of benefits. 

L. Compliance with Laws. Each party to this Agreement shall comply with all federal, 
state, and local laws, statutes, ordinances, rules and regulations, and the orders and decrees 
of any courts or administrative bodies or tribunals in any matter affecting the performance 
of this Agreement, including, without limitation, Worker's Compensation laws, sa lary and 
wage statutes and regulations, licensing laws and regulations. 

M. Incorporation of Exhibits. All of the Exhibits referred to in this Agreement are 
incorporated by reference as if set forth verbatim herein. 

N. Construction. Each party to this Agreement acknowledges that it and its counsel have 
reviewed this Agreement and that the normal rules of construction are not applicable and 
there will be no presumption that any ambiguities will be resolved against the drafting party 
in the interpretation of this Agreement. 

0 . Relationship of the Parties. Each party to th is Agreement, in the performance of this 
Agreement, shall act in an individual capacity and not as agents, employees, partners, joint 
ventures or associates of one another. The employees or agents of one party sha ll not be 
deemed or construed to be the employees or agents of the other patty for any purposes 
whatsoever. 

P. No Waiver of Immunities. Nothing in this Agreement shall be deemed to waive, modify 
or amend any legal defense available at law or in equity to County, its past or present officers, 
employees, or agents or employees, nor to create any legal rights or claim on behalf of any 
third party. County does not waive, modify, or alter to any extent whatsoever the availabil ity 
of the defense of governmental immunity under the laws of the State of Texas and of the 
United States. 

Q . No Waiver. The failure or delay of any party to enforce at any time or any period of 
time any of the provisions of this Agreement sha ll not constitute a present or future waiver 
of such provisions, nor the right of either party to enforce each and every provision. 
Furthermore, no term or provision hereof shall be deemed waived, and no breach excused 
unless such waiver or consent shal l be in writing and signed by the party claimed to have 



.VA.:!

waived or consented. Any consent by any party to, or waiver of, a breach by the other,
whether expressed or implied, shall not constitute consent to, waiver of or excuse for any
other, different or subsequent breach.

R. Entire Agreement. This Agreement represents the entire and integrated agreement
between the parties hereto and supersedes all prior negotiations, representations, or
agreements, either oral or written. This Agreement may be amended only by written
instrument signed by each party to this Agreement. NO OFFICIAL, EMPLOYEE, AGENT, OR
REPRESENTATIVE OF THE COUNTY HAS ANY AUTHORITY, EITHER EXPRESS OR IMPLIED, TO

AMEND THIS CONTRACT, EXCEPT PURSUANT TO SUCH EXPRESS AUTHORITY AS MAY BE
GRANTED BYTHE FORT BEND COUNTY COMMISSIONERS COURT.

S. Conflict. In the event there is a conflict between this Agreement and the attached
exhibits, priority shall be given as follows (from first to last) to Exhibit B, then this document
titled NON-PROFIT PARTNERSHIP GRANT PROGRAM FY 2021 AMERICAN RESCUE PLAN ACT

(ARPA) FUNDING AGREEMENT AND LAST TO EXHIBIT A.

IX. EXECUTION

IN WITNESS WHEREOF, the Parties have executed this Agreement In multiple
counterparts, each of which shall be deemed to be an original

FORT BEND COUNTY

i»rgC.
County Judge

12-21-2021

Date

ATTEST:

Laura Richard, County Clerk

Date:

KATY CHRISTIAN MINISTRIES

Authorize^Agent- Signature

Authorized Agent- Printed Name

iVa.

Title

Date

12/21/2021



AUDITOR S CERTIFICATE

I hereby certify that funds are available in the amount of S 500.000.00 to
accomplish and pay the obligation of Fort Bend County under the terms of this Agreement

Exhibit A

Exhibit B

Exhibit C

Project Application
31CFR Part 35

Federal Clauses

^ L -• ..

Robert Ed Sturdivant, Fort Bend County Auditor

tA»8r8«m8r)ts\202Z apieementsVauditofSnon proTR service «igreemeni\k8ty chrtstiin minVaty ere non prodt prafnm Bfrment IIM
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Exhibit A: 
Project Application 



FORT BEND COUNT!'. TEXAS ARPA Non-profit ParlirershipGra11/ 

FORT BEND COUNTY, TEXAS 
FY 2021 AMERICAN RESCUE PLAN ACT (ARPA) 

NON-PROFIT PARTNERSHIP GRANT PROGRAM 

Notice of Iutent to Participate 
.. --- • ' - --.;, ,.-._... - -, • - I 

'. · A_PPLi'cA TION · 

Submitted by 

Pl'oject lnfol'mation 

Contact Person 

Entity Nnme: f<, ccf~ C/,rls·h'ctv) f1J /,1 c'.y k l ~ 
Plense check if your ol'ganizatlon has received other ARPA Grants for Non-profit 
01·g11nizatlons: 

V PPP 

__ Unemployment Insurance and Self-lusurecl Employers 

__ Employee Retention Tax Credit 

Total Project Costs: $ 

Name: };? f'<l1 S / Cr e.:sp D 

Title: £ Y.,e e-u.-6 V.e.. J.), 'irec:/o r 

EmaH Addo<ss: ck '1 .>r: Cf es.pi @U C-lh. o ~ 

Area Code & Telephone: .d,~ I - -~fl 1- ') ;J_{fJ f fUl/, f. / 0 '::L 

-- - -

Authorized Signature ; 0 11te 

3 



FORT BJiND COUNTI', TEXAS ARPA No11-proflt l'artuers/iip Gn111t 

FORT BEND COUNTY, TEXAS 
FY 2021 AMEIUCAN RESCUE PLAN ACT (ARP A) 

NON-PROFIT PARTNERSHIP GRANT PROGRAM 

Notice of Intent to Participate 

The American Rescue Plan Act (ARPA) provides $350 billion in aid to state, local, Tribal, and tel'l'itorial 
governments to be used for economic relief in response to the COVID-19 pandemic for "assistance lo 
households, small businesses, and non-profits, or aid to impacted industries such as tourism, travel and 
hospitality." 

Fort Bend County received nn allocation of $157 million of which n portion hns been budgeted fot· 
the non-profit pa rtnership grnut !H'Og1·am. 

Non-profit impact needed as follows: 

o Improve outcomes for local communities and residents traditionally left behind 
o Enable non-profit organizations to hire more personnel and deliver services on which 

members of the community depend for their own relief and recove1y 
o Expand to provide more services especially where the needs are increasing 

Types of entities supported by ARP A Grants: 

• Non-profits organizations that were most impacted by the pandemic 
• Non-profit organizations that addressed critical needs within the community, such as 

emergency food assistance, Long-te1·m housing and emergency shelter, technology suppott, 
childcare, youth empowerment, transportation, employment services, and health care 
services. 

• Targeted assistance to the non-profit organizations that were historically less likely to be 
approved for federal support 

Fort Bend County ARP A Non-p1·ofit Grnnt Program Eligibility Cl'ite1fo, if applicable: 

• Non-profit orgat1ization must be operational, located in, and serving Fo1t Bend County 
o Documentation of Non-profit status (signed and elated articles of incorporation and by-laws) 
e Loss of Revenue (based on IRS Form 990, 20 19 & 2020) 
• Increased Expenses (based on IRS Form 990, 2019 & 2020) 
• Documentation of increased demand for 'Existing Services' (number of clients/cases/meals/etc. 

needing service) 
• Special Projects related to providing 'Post- COVID-19 Services' to Fort Bend residents 

Other E ligible Uses (Not nil inclusive): 

• Fundraisiug Losses due to Pandemic 
• Program Expenditures impacted by funclrai sing activities (food, education, etc.) 
• Programs and Services focused on COVID-19 response and prevention 
• Operational Expenses and Equipment 
• Capital Improvements 
• Other approved County defined priorities 

1 



FORT BEND COUNT!', TEXAS A/IPA No11-prajif Pnrr11ers/1/pGra111 

Typical Pl'oject types: 

• Economic Development 
• Emergency Food Assistance 
• Public Health 
• Mental Health Support 
• Fami ly Violence & Child Abuse prevention, services, and support for victims 
• After-school programs for kids 
• Support non-English speaking communities through language translation and targeted outreach of 

existing resources and new resources 
• Technology Access 
• Residential assistance programs for seniors 
• Food preparation and delivery services to support people in need 
• Job Trnining & Placement 
• Revenue Replacement 
• Shelter/Prevention of Homelessness 
• Long-term care 

Infonnation Needed from Non-pl'ofit Applicant: 

• Application 
o Documentation of Non-profit status 
o lRS Form 990, 2019 & 2020 

• W9 
• Documentation of number of clients/cases/meals/etc. & associated costs 

• Special Projects related to providing post COVTD-19 services to Fort Bend residents 
o Proposal Form and Scope Summary 
o Budget I Expenditure Pro-forma 
o Mensurable Outcomes 
o Compliance Plan 

Instructions: 

This signed application, a brief narrative, and the budget pages are to be completed by eligible 
applicants. Submission of this application is not a guarantee that a project will be funded. The 

deadline to submit this application is 12:00 pm (noon) Tuesday, September 21, 2021. The 

application can be hand delivered or emailed to: 

Carol Borrego 
Fort Bend County Community Development Department 

Address: 301 Jackson Street, Suite 602, Richmond, TX 77469 
Phone: 281-341-4410 

Email: carol .borrcgo@fortbcndcountytx.gov 

2 



1KCC7Vl 
K/\T\I CHll lS 11/\N MINIS I RIL Ii 

~ 

About Katy Christian Ministries 

Katy Christian Ministries (KCM) is a resource for basic needs services providing 
services to the community for 37 years. KCM strives to bring about systemic change for 
families through a case management strategy, which promotes long-term life 
transformation, self-determination, economic stability and an overall empowers self­
sufficiency state. The holistic framework assesses the participant's strengths, needs 
and barriers in order to create a client-centered plan of intervention through goal 
settings and connections to internal and external resources in order to achieve systemic 
change. KCM facilitates client change through our various programs, which include the 
Social Services Program, Food Pantry, Crisis Center (Domestic Violence and Sexual 
Abuse) and Counseling Center. The programs are supported with revenue generated by 
KCM's two Resale Stores. KCM Programs operates Monday - Thursday from 8:00 a.m. 
to 5:00 p.m. and has 39 full-time employees on staff. 

Mission 
KCM's mission is "Transforming lives through God's grace and the generosity of the 
community," and the vision is "Self-sufficient communities through Christ's love." KCM 
practices empowering management techniques through a unified mission of the 
community to serve those in need utilizing a strengths-based approach while 
responding effectively to the needs of the culturally diverse people we serve. The 
organization strives to create equitable communities by leveraging resources using 
wraparound services, providing community education and outreach, offering advocacy, 
and supporting local and state policy. 

History 
In the early 1980's, Katy area churches struggled to meet the changing needs of a 
rapidly growing population and the downturn in the Houston economy. Both long-time 
residents and newcomers were asking area churches to provide food and emergency 
financial resources, which were stretching the capabilities of the individual churches. 
The church congregations decided a unified effort would offer a more effective resource 
for those in need. On June 25, 1984, nine churches incorporated as an 
interdenominational Christian coalition for the following purpose: 

1) To provide a centralized resource center for the community and a single location 
for individuals and families in need to seek services. 

2) To provide a more efficient and effective means of financial support to the 
community. 

3) To prevent duplication of services. 

"TI·ansfonning lives tlu•ough God's g1•ace and the 
gene1•osity of the community." 

P.O. Box 986- l<aty, Texas 77492 - 281.391.5261 - Fax: 281-665-8742 - www.l<TCM.org 
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'-' This year, KCM is celebrating 37 years of seivice to the community. KCM is supported 
by a total of 57 contributing congregations, in addition to area businesses, community 
agencies, local civic organizations and foundations. KCM also collaborates with area 
hospitals, Law Enforcement, schools and other peer ministries. 

Programs 

KCM prima1y program setvices include: 

Social Services - KCM provides services to qualifying clients who live in our seivice 
area. An appointment with a Social Service Case Manager is necessary to apply for 
financial and food assistance. Case Managers determine certified client eligibility 
through personalized screening criteria: 

• Proof of income. 
• Proof of residence. 
• The ability to pay the following month's rent after assistance 
• Documentation showing their immediate emergency need. 

KCM helps a client 1X per year with rent, mortgage, and utility assistance. Each family 
receives financial aid based on their needs, which can differ for each situation. In 
addition, Case Managers work with the client to develop goals towards financial stability 
and a sustainable quality of life. Referrals and resources ensure the client has access to 
wraparound safety net seivices for an integrated client journey. KCM assists individuals 
regardless of sex, age, ethnicity, or religion. In 2020, Social Services assisted 16,296 
families, a 36.22% increase from 2019. 

Food Pantry - KCM offers a Client Choice Model, which allows the client to personally 
shop for non-perishable food, fruits, vegetables, and personal care items. In partnership 
with the Houston Food Bank, KCM holds a monthly Community Food Fair to distribute 
free fresh produce. In 2020, KCM distributed 1,498,253 meals, a 39.54% increase from 
2019. KCM received the Houston Food Bank Harvey Response Award in 2019. 

Crisis Center - KCM's Crisis Center includes a Domestic Violence, Sexual Abuse and 
Counseling Program. The Crisis Center aids adult victims of domestic violence through 
crisis intervention, emergency shelter placement, legal advocacy, accompaniments to 
area hospitals, referrals, a 24-Hour Crisis Hotline and peer support groups. In 2020, the 
Crisis Center provided crisis intervention and advocacy to over 2,396 victims and 
answered 1,387 Hotline calls. In addition, the Counseling Program provided 601 
professional counseling sessions. 

Resale Stores - Funds generated by the Resale Stores provide both operational and 
program support for the organization. Client families with clothing or household needs 

"Tl·ansforniing lives thJ·ough God's g1•ace and the 
gene1•osity of the community." 

P.O. Box 986- l<aty, Texas 77492- 281.391.5261- Fax: 281-665-8742 - www.l<TCM.org 
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'--' are provided with a voucher through the Social Services and Crisis Center programs in 
order to shop at the Resale Stores. The vouchers are free to the clients. 

KCM seconda1y program services Include: 
FIRST (Family Independence through Resiliency and Self-Sufficiency Tools) - A 
holistic framework to assess the client's strengths, needs, and external barriers to 
create a client-centered intervention plan through financial goal setting, group sessions, 
and connections to internal and external resources. Clients attend a six-week Life Skills 
class and work with Case Managers one-on-one to progress through the program. 

Harris Health Financial Assistance Program - A healthcare safety net program in 
which the Case Managers assist clients with the application process for SNAP, CHIPS, 
TANF, Medicaid, QMB, Texas' Women's Health, and the Health Discount Gold Card. 
The health benefits enhance the client's access to health care and food resources. In 
2020, Case Managers assisted 240 individuals with Health Benefits applications. 

Red Apple Program - KCM assists families in need by providing school supplies and 
backpacks to school-age children. In 2020, KCM provided school supplies and 
backpacl<s to 839 children. 

Santa's Sleigh Program - Directed by KCM's Social Services Department and 
implemented with the help of staff and volunteers, this program provides Christmas gifts 
to children and Senior Adults. In 2020, KCM provided Christmas presents to 1,089 
children and 68 senior adults. 

Employment Coaching Program - Trained volunteer and staff assist with employment 
interviewing skills, resume writing, job search, and mastering of computer skills. The 
program is offered one (1) time per week, and when necessary, the volunteer/staff will 
meet the client off-site. 

Homework Buddies Program - A free after-school tutoring program for elementary 
and middle school students lead by High school students and community volunteers. 

Work-Based Learning Program - KCM Food Pantry is one of the non-paid off-site 
training facilities for Katy ISD's Special Education Program. High School students in the 
Special Education Program engage in work-related training experiences in our food 
pantry by measuring food items, bagging, counting, and working independently or with 
their peers while supervised by their teacher. 

Counseling Program - Two full-time staff licensed professional therapist provide 
trauma-informed counseling services to adult/children affected by domestic violence or 

"TJ•ansfo1-nting lives tll1'ough God's g1•ace and the 
gene1·osity of the community." 

P.O. Box 986- l<aty, Texas 77492- 281.391.5261- Fax: 281-665-8742 - www.KTCM.org 
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""-' sexual abuse. In 2020, the Counseling Program provided 601 professional therapy 
sessions to individuals. 

Mentoring At-Risk Teenage Girls - KCM's Crisis Center advocates visit the Krause 
Center on a weekly basis to mentor the at-risk teenager girls who are wards of the state. 
Currently the program is on hold due to COVID-19. 

Parenting Classes - A parental engagement program offering seven sessions of class 
instruction during the summer months of June and July. 

Volunteer Program - A structured volunteer program in which individuals use their 
skills and talents to make a difference in the community and the lives of others. KCM 
volunteers logged 43,747 hours in 2020 with an in-kind amount of $349,000. 

Accreditations 
• Evangelical Council of Financial Accountability 
• Gold Seal of Transparency from GuideStar 
• Better Business Bureau of Greater Houston 
• Top-Rated Nonprofit through GuideStar 
• 4-Star Rated Charity from Charity Navigator 

"TI·ansforming lives thl·ough God's g1•ace and the 
gene1•osity of the community." 

P.O. Box 986 - l<aty, Texas 77492- 281.391.5261 - Fax: 281-665-8742- www.l<TCM.org 
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"-" 
Executive Summary for assistance through ARPA Non-Profit Partnerships 
Grant 

Total Funding Assistance for Katy Christian Ministries: $523,253 

Katy Christian Ministries is seeking assistance to replace $315,233 in loss. of 
revenue sustained from fundraising events and sales from our resale stores during 
COVID-19 pandemic in 2020, and in 2021 . In addition, KCM is seeking $208,020 to 
hire a licensed professional counselor, for a 3-year period (at $69,340/year), to 
provide therapy services for clients suffering from post-traumatic stress disorder 
(PTSD) stemming from the pandemic. 

The Pandemic affected our fundraising events (Golf Tournament & Gala) and sales 
from our resale stores, which are both critical sources of income for the sustainability 
of all of our programs to the community. Due to the pandemic restrictions with social 
distancing, limiting number of attendees, switching style of event (virtual vs. in­
person}, and adhering to other safety measures put in place, the annual Gala and 
Golf Tournament fund raisers were both affected creating a loss of $92,305 in 2020. 
Unfortunately, with COVID-19 continuing in 2021, our Golf Tournament fund raiser 
continued to experience a loss of $27,495. In addition, other fundraising events that 
are community driven were cancelled in 2020 due to the pandemic. 

The Resale Stores revenue was also impacted in 2020. During the pandemic, we 
had less customers shopping, we faced many challenges keeping the resale stores 
fully staffed, and the decrease in volunteerism, all played a major factor in our loss of 
revenue for a total of $195,433. 

See Appendix: A-C for supportive documentation. 

1. Revenue Replacement 

Source of Revenue 
Revenue Loss 

Gala 2020 
Golf Tournament 
2020 

$50,968 
$76,727 

Actual 

$100,000 
$100,000 

Budget 

($49,032) 
($23,273) 

"Transf01-ming lives th1•ough God's g1•ace and the 
gene1•osity of the community." 

P.O. Box 986- l<aty, Texas 77492- 281.391.5261- Fax: 281-665-8742 - www.l<TCM.org 
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Other Fundraising $0 $20,000 ($20,000) 
Events 2020 
Golf Tournament $72,505 $100,000 ($27,495) 
2021 
Resale Stores 2020 $968,771 $1,164,204 ($195,433) 
TOTAL REVENUE $315,233 
LOSS 

2. Mental Health Support 

KCM has implemented the Resiliency FIRST (Family Independence through Resiliency 
and Self- Sufficiency Tools) Program, which is a case management strategy that 
promotes long-term life transformation. The tool utilized to develop a productive case 
management strategy for the client is a 24-Domain Self-Sufficiency Matrix (SSM). The 
24 areas (domains) are: Housing, Employment, Income, Food, Healthcare Coverage, 
Education, Adult Education, Language/Literacy, Community Involvement, Network 
Support, Family Relations (Family of Origin, Family Relations: Caregivers, Intimate 
Relationships, Parent-Child Relationships, Child Care, Education of Clients Child(ren), 
Mobility, Disabilities & Physical Health, Mental Health, Substance Abuse, Legal, Safety, 
Credit, and Life Skills. 

Based on our holistic case management model and on the client's self-reported 
answers from the matrix, the client sets personal life-skill goals in order to promote self­
determination, economic stability, and an overall empowered self-sufficiency state. This 
includes the need for professional mental health counseling. 

The pandemic has created many stressors in people's lives affecting their daily 
functioning due to PTSD (Post-Traumatic Stress Disorder) symptoms. These symptoms 
such as depression, cognitive inability, substance abuse, are only a few of the most 
commonly reported behavioral health issues, and unfortunately the need for mental 
health is on a rise as we witness it every day through the many clients we assist. 

With funds, KCM will hire a full-time Licensed Professional Therapist to provide on-site 
counseling to approximately 200 KC M's social services clients per year to address 
mental health issues. Social Services Case Managers will refer clients to the therapist 
based on the client's Resiliency FIRST assessment, reflecting a need for mental health 
assistance to address the mental well-being of the individuals. In turn, this will help the 
individual reach their highest potential and will improve the household's functioning as a 
whole. 

"Transfo1'm.ing lives tln·ough God's g1•ace and the 
generosity of the comm.unity." 

P.O. Box 986 - l<aty, Texas 77492- 281.391.5261- Fax: 281-665-8742 - www.l<TCM.org 
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Personnel & 
Fri nae 

Yearly 
Hours/Week Salary Benefits Total Notes 

Licensed Mental 
Health Therapist 40 $52,000 $8,840 $60 840 

Equipment 

Computer $1 200 
Scanner & 
Printer $1 800 

Desk, Chairs, Filing 
Office Furniture $1 000 Cabinet 

Office Supplies 

General Office File Folders, Paper, 
Suoolies $500 Hanging Folders 

Printing $500 Brochures Flvers 

Other Direct 
Operating 

Rent & Utilities -
Office $2 000 

Network and 
Server Software $800 

Training $200 
Telephone & 
Internet $500 

Total for 1 year $69,340 

2022 $69,340 
2023 $69,340 
2024 $69,340 

"n·arisfonning lives th1•ougl1 God's gl'ace and the 
gene1•osity of the community." 

P.O. Box 986- l<aty, Texas 77492- 281.391.5261 - Fax: 281-665-8742 - www.l<TCM.org 
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Thank you for your consideration. 

~~ 
Deysi Crespo, MSW t 
Executive Director 
Deysi. Crespo@ktcm .org 
281-391-5261ext.102 
www.ktcm.org 

"Transfonning lives th1·ough God's g1•ace and the 
gene1·osity of the community." 

P.O. Box 986-l<aty, Texas 77492-281.391.5261- Fax: 281-665-8742 - www.l<TCM.org 



Accrual Basis l<aty Christian Ministries, Inc. f/p p e..t1 dt' K: A 
Statement of Revenue and E>cpenses -Vear To Date 

January through December 2020 

Ordinary Income/Expense 

Income 

Confidential 

5022 · Fundralslng Events 

5093 • Donations - GALA 

5200 • Donations - Golf Tournament 

5022 • Donations - Fundralslng Events - Other 

Total 5022 · Fundralslng Events 

Jan - Dec 20 

50,968 

76,727 

127,695 

Budget 

100,000 

100,000 

20,000 

220,000 

$ Over Budget 

(49,032) 

(23,273) 

(20,000) 

(92,305) 



Accrual Basis l<aty Christian Ministries, Inc. 

Statement of Revenue and Expenses -Vear To Date 
January through December 2021 

Ordinary Income/Expense 

Income 

5200 • Donations - GolfTournament 

Total 5022 • Fundralslng Events 

Total Income 

Gross Profit 

Confidential 

Jan - Dec 21 

72,505 

72,505 

72,505 

72,505 

Budget 

100,000 

100,000 

100,000 

100,000 

$ Over Budget 

(27,495) 

(27,495) 

{27,495) 

(27,495) 



Accrual Basis l<aty Christian Ministries, Inc. 

Statement of Revenue and Expenses - Actual vs Budget (Month) 

Ordinary Income/Expense 

Income 

4010 • Resale Sales 

Total Income 

Confidential 

January through December 2020 

Jan - Dec 20 Budget $Over Budget 

968,771 1,164,204 (195,433) 

968,771 1,164,204 (195,433) 

Page 1of1 



d~W.\ 'IR" S '.DGporlrnent of tho Treasury 
~tfa'l/I Tnltll'nnl Roveuuo Sol'vleo 

045029 

OGDEN UT 84201-0038 

KATY CHRISTIAN MINISTRIES 
PO BOX 986 
KATY TX 77492 

Employer ID number : 76 - 0157123 
Form 990 required: YES 

Dear Taxpayer: 

In reply re fer to: 0438059728 
May 08, 2019 LTR 4168C 0 
76-0157123 000000 00 

00030955 
BODC: TE 

We're responding to your request dated Apr. 29, 2019, about your 
tax-exempt status. 

We issued you a determination letter in April, 1987, recognizing 
you as tax - exempt under Internal Revenue Code CIRCl Section 501Ccl 
{ 3) • 

We also show you're not a private foundation as defined under IRC 
Section 509Cal because you're de s cribed in IRC Section 509CalC2). 

Donors can deduct contributions they make to you as provided in IRC 
Section 170. You're also qualified to receive tax deductible bequests, 
legacies, devises, transfers, or gifts under IRC Sections 2055, 2106, 
and 2522. 

In the ~eading of this letter, we indicated whether you must file an 
annual information return. If y·ou' re required to file a return, you 
must file one of the following by the 15th day of the 5th month after 
the end of your annual accounting pe ri od: 

- Form 990, Return of Organization Exemp~ From Incom e Tax 
- Form 990EZ, Short Form Return of Organization Exempt Fr om Income 

Tax 
- Form 990 - N, Electronic Notice Ce - Postcard) for Tax- Exempt 

Organizations Not Required to File Form 990 or Form 990-EZ 
- Form 990-PF, Return of Private Foundation or Section 4947CalClJ 

Trust Treated as Private Foundation 

According to IRC Section 6033Cj), if you don't file a required annual 
information return or notice for 3 consecutive years, we'll r evoke 
your tax-exempt status on the due date of the 3rd required return or 
notice . 

You can get IRS forms or publications you need from our website at 
www.irs.gov/forms-pubs or by calling 800-TAX-FORM (800-829-3676), 

If you have questions, call 877 - 829-5500 between 8 a.m. and 5 p,m., 
local time, Monday through Friday <Alaska and Hawaii follow Pacific 



KATY CHRISTIAN MINISTRIES 
PO BOX 986 
KATY TX 77492 

time> . 

Thank you for your cooperation . 

0438059728 
May 08, 2019 LTR 4168C 0 
76 - 0157123 000000 00 

00030956 

Sincerely yours, 

Deborah K Allan 
Program Manager, AM OPS 1 

. -



"Transforming lives through God's g 

SOCIAL SERVICES 

Mon. - Thur. 9am-5pm 
5504 1st St., Katy, TX 
281.391.9623 

RESALE STORE & 
DONATION CENTER 
Mon.- Sat. 9am-5pm 
First St. Store - 5510 1st St, Katy, TX -
281.391.0003 

Providing light to those In darkness by helping restore broken lives through 
Christ-centered programs that offer individuals clarity. dignity, purpose, and 
hope. 

• Emergency Financial Assistance (rent. mortgage, utilities, gas 
cards, prescriptions) 

• Health Benefits Access (Medicaid, Medicare, SNAP, CHIP, 
Gold Card. TANF) 

• Vouchers for clothing, furnllure, etc. from the Resale Store 
for families In need. 

• Resources, referrals, education and more. 

Every purchase and donation of gently used furniture. clothing, books, 
electronics, shoes, housewares and home decor can help change a life. Your 
support of our Resale locations provides sustainable funding for KCM to serve 
the local community. The KCM Resale Store accepts vouchers issued by our 
Social Services department to families In need of help with furniture, clothing 
and other household necessities. 

Donation Center - 23232 Kingsland Blvd, Katy, TX 281.391.7400 
Kingsland Store - 23232 Kingsland Blvd, Katy, TX - 281.396.4017 

CRISIS CENTER 
Domestic Abuse Hotline: 
281.391.HELP(4357) 
Non Emergency: 281.391.4504 

Sexual Abuse Hotline: 
281.693.RAPE(7273) 
Non Emergency: 281.391.5262 

PANTRY 
UNITY GARDEN 

5506 1st St., Katy, TX 
281.391.3730 

Offering hope, help and safety through God's grace and unfailing love to those 
affected by Domestic Abuse and Sexual Abuse. Providing support, education, 
anc;I resources to meet the needs In the community and surrounding areas. 

• 24/7 Emergency Hotline 
• Free and Confidential Services 
• Crisis Intervention 
• Safely Planning 
• Peer Counseling 
• Therapy Services 
• Support Groups: English/Spanish 
• Emergency Shelter Placements 
• Information and Referral Services 

• Hospital. Court and Law 
Enforcement Accompaniments. 

• English and Spanish Advocacy 
• Assistance with Crime Victims 

Compensation, Protective Orders. 
and Texas VINE 

• Transportation Assistance 
• Community Outreach, Training and 

Educational Services 

Helping meet nutritional, emotional. and spiritual needs by assisting 
families through supplemental food and personal care items. 

• Client selected food up to twice monthly 
• Fresh fruits & vegetables 
• Baby food, formula. diapers 
• Mlll<-4-Many Program 
• Emergency bags for those who show up hungry, homeless or 

clients fleeing a violence situation 
• Share Your Holidays program. 



Exhibit B: 
31 CFR Part 35 
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DEPARTMENT OF THE TREASURY 

31 CFR Part 35 

RIN 1505-AC77 

Coronavirus State and Local Fiscal 
Recovery Funds 

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

SUMMARY: The Secretary of the Treasw-y 
(Treasury) is issuing this interim final 
rule to implemenl the Coronavirus State 
Fiscal Recovery Fund and the 
Coronavirus Local Fiscal Recovery Fund 
established under the American Rescue 
Plan Act. 
DATES: Effective date: The provisions in 
this interim final rule arc affective May 
17, 2021. 

Comment date: Comments must be 
received on or before July 16, 2021. 
ADDRESSES: Please submit comments 
electronically through the Federal 
cRulemaking Portal: http:// 
·www.regulations.gov. Comments can be 
mailed to the Office of the 
Undersecretary for Domestic Finance, 
Department of the Treasury, 1500 
Pennsylvania Avenue NW, Washington, 
DC 20220. Because postal mail may be 
subject to processing delay, it is 
recommended that comments be 
submitted electronically. All comments 
should be captions with "Coronavirus 
Slate and Local Fiscal Recovery Funds 
Interim Final Rulo Comments." Please 
include your name, organization 
affiliation, address, email address and 
telephone number in your commenl. 
Where appropriate, a comment should 
include a short executive summary. 

In general, comments received will be 
posted on http://www.regulations.gov 
without change, including any business 
or personal information provided. 
Comments received, including 
attachments and other supporting 
materials, will be part of the public 
record and subject to public disclosure. 
Do not enclose any information in your 
comment or supporting malerials that 
you consider confidential or · 
inappropriate for public disclosure. 
FOR FURTHER INFORMATION CONTACT: 
Katharine Richards, Senior Advisor, 
Office of Recovery Programs, 
Department of the Treasury, (844) 529-
9527. 
SUPPLEMENTARY INFORMATION: 

I. Background Information 

A. Overview 

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

over 32 million and killed over 575,000 
Americans. 1 The disease has impacted 
every part of life: As social distancing 
became a necessity, busjnesses closed, 
schools transitioned lo remote 
education , travel was sharply reduced, 
and millions of Americans lost their 
jobs. In April 2020, the national 
unemployment rate reached its highest 
level in over seventy years following the 
most severe month-over-month decline 
in employment on record. 2 As of April 
2021, there were still 8.2 million fewer 
jobs than before the pandemic." During 
Lhis time, a significant share of 
households have faced food and 
housing insecurity.4 Economic 
disruptions impaired the flow of credit 
lo households, State and local 
governments, and businesses of all 
sizes.n As businesses weathered 
closures and sharp declines in revenue, 
many were forced to shut down, 
especially small businesses.6 

Amid this once-in-a-century crisis, 
State, territorial, Tribal. and local 
governments (Slate, local, and Tribal 
governments) have been called on lo 
respond al an immense scale. 
Governmen ts have faced myriad needs 
lo prevent and address lhe spread of 

1 Centers for Diseuse Control and Prevention , 
COVJD Data Tracker, http://www.covid.cdc.gov/ 
covid-dola-tmcker/#dc1talrockcr-home (last visited 
May 8, 2021). 

2 U.S. Bureau of Labor Statistics, Unemployment 
Rate [UNRATE], retrieved from FRED, Federal 
Reserve Bank of St. Louis; htlps:// 
fl'ed.st/auisfed.arg/series/UNTIA TE, May 3, 2021. 
U.S. Bureuu of Labor Statistics, Employment Level 
[LNU02000000]. retrieved from FRED, Federal 
Resel've Bank of St. Louis; htlps:// 
fred.sllo11isfed.org/series/LNU0200lllJOO, May 3, 
2021. 

3 U.S. Bureau of Labor Statistics, All Employees, 
Total Nonfarm [PAYEMS], retrieved from FRED, 
Fedorol Reserve Bank of St. Louis; https:// 
fred.stlouisfed.org/series/PA YEMS, May 7, 2021. 

• Nirmila Pancl1al el al., Tho Implications of 
COVID- 19 for Mental Health and Substance Abuse 
(Fob. 10, 2021), https://www.kff.org/coronavirus­
covid-19/issue-brief/tho-implicntions-of-covid-19-
for-mentnl-heulth-and-substauce-use/#:-:texl= 
Oldor%20adults%20are%20a lso%20 
more,prior%20to%20the%20currenl%20crisis; U.S. 
Census Bureau, Household Pulse Survey: 
Measuring Social and Economic Impacts during the 
Coronnvirus Pandemic, https://www.census.gov/ 
programs-surveys/ho11sel1old-pttlsc-survey.hlml 
(last visited Apr. 26, 2021); Rebecca T. Leeh el nl., 
Mental Health-Related Emergency Deparlmcmt 
Visits Among Children Aged <18 Years During the 
COVTD Pnndemic-United Stales, January 1-
0clober 17, 2020, Morb. Mortal. Wkly. Rep. 
69(45):1675-80 (Nov. 13, 2020), litlps:// 
www.cclc.gov/rnmwr/volumes/09/wr/ 
rnm6945a3.hlm. 

• Board of Governors of Lhe Federnl Reserve 
System, Monetary Policy Roporl (June 12, 2020), 
/1tlp.~://1V11'11•.federalresen'e.gov/monetcrrypolic:yl 
2020·06-mpr-summmy.11Lm. 

• Joseph R. Biden, Remarks hy Prosidcnt Bideu 011 

Helping Smal l Businesses (Fob. 22, 2021), Jrllps:// 
11•1v11,,1vhilchouse.gov/briefing·room/speec/1 es­
rcmarks/2021/02/22/m111crrks-by-prcsidcnl-biden-
011-llRlping-snmll-b11sincssesl. 

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

At the same time, State, local and 
Tribal governments launched major 
efforts lo address the economic impacts 
of lhe pandemic. These efforts have 
been tailored to the needs of their 
communilies and have included 
expanded assislance lo unemployed 
workers; food assistance; rent, mortgage, 
and utility support; cash assis tance; 
internet access programs; expanded 
services to support individuals 
experiencing homelessness; support for 
individuals with disabilities and older 
adults; and assistance to small 
businesses facing closures or revenue 
loss or implementing new safely 
measures. 

In responding to the public health 
emergency and its negative economic 
impacts, Stale, local, and Tribal 
governments have seen substantial 
increases in costs to provide these 
services, often amid substantial declines 
in revenue due to lbe economic 
downturn and changing economic 
patterns during the pandemic.7 Facing 
these budget challenges, many Stale, 
local, and Tribal governments have been 
forced lo make cuts to services or their 
workforces, or delay critical 
investments. From February to May of 
2020, State, local, and Tribal 
governments reduced their workforces 
by more than 1.5 million jobs and, in 
April of 2021, State, local, and Tribal 
government employment remained 
nearly 1.3 million jobs below pre­
pandemic levels.8 These cuts to State, 
local , and Tribal government workforces 

' Michael Leachman, House Budgol IJill Provides 
Needed Flsr.AI Aid for Stntos, Localities, Tribal 
Nations, und Territories (Feb. 10, 2021 ), lrllps:I/ 
1v1V11'.cbpp.org/resecrrclrlslc1le-b11dgol-and-lax/ 
hou.~R-budget-bill-providos-needed-fiscal-nid-for­

s lates-localities. 
•U.S. IJurcau of Labor Statis tics, All Employees, 

Stale Government [CES9092000001] and All 
Employees, Local Govommeul (CES9093000001], 
retrieved from FRED, Federal Reserve Bunk of SL. 
Louis, hllps:l/fmd.st/011isfed.orglsorios/ 
CES90.9201JIJ001 and hllps://frnd.slloui.~/P.d.orgl 

s11ries/CES9093000001 (last visited Muy 8, 2021). 
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come at a time when demand for 
government services is high, with State, 
local, and Tribal governments on the 
frontlines of fighting the pandemic. 
Furthermore, State, local, and Tribal 
government austerity measures can 
hamper overall economic growth, as 
occurred in the recovery from the Great 
Recession. 9 

Finally, although the pandemic's 
impacts have been widespread, both the 
public health and economic impacts or 
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 infecti on, hospitalization, 
and cleath,10 as well as higher rates of 
unemployment and lack of basic 
necessities like food and housing.11 Pre­
existing social vulnerabilities magnified 
the pandemic in these communities, 
where a reduced ability to work from 
home and, frequently, denser housing 
amplified the risk of infection. Higher 
rates of pre-existing health conditions 
also may have contributed to more 
severe COVID-19 health outcomes.12 

Similarly, communities or households 
facing economic insecurity before lhe 
pandemic were less able to weather 
business closures, job losses, or declines 
in earnings and were less able to 
participate in remote work or education 
due lo the inequities in access to 
reliable and affordable broadband 
infrastructure.13 Finally, though schools 
in all areas faced challenges, those in 
high poverty areas had fewer resomces 
to adapl lo remote and hybrid learning 
models.14 Unfortunately, the pandemic 

• Tracy Gordon, State and Locnl Dudgets and the 
Great Recession, Drookings Institution (Dec. 31, 
2012), littp://lv11'1v.bmokings.cdularticle.</stote-ond­
local-budgcts-ond-tbe-greot-roccssion. 

10 Sebastian D. Romano et al., Trends in Racial 
and Ethnic Disparities in COVID- 19 
Hospitalizations, by Region- United States, Marcb­
Decemher 2020, MMWR Morb Mortal Wkly Rep 
2021, 70:560-565 (Apr. 16, 2021), https:// 
w11~1·.cdc.8ov/mm11T/volmnes/70/wl'/ 
mm 7015o2.11t111?.<_cid=mm 7015e2_11'. 

11 Center on Dudget and Policy Priorities, 
Tracking the COVID-19 Recession's Effects on 
Food, Housing, and Employment Hardships, 
/ittps:llM1~v.cbpp.org/research/povel'ly-and­
inequali ty/t mck ing-tlio-covid-19-rece.<sions-off ecls ­
on-housi ng-1111 d (last visited MHy 4, 2021). 

12 Lisa R. Fortuna et al., Inequity und the 
Disproportionate Impact orCOVlD-19 on 
Conununities or Colar in tho United States: The 
Need for Trauma-Informed Social Justice Response, 
Psychological Trauma Vol. 12(5):443--45 (2020), 
m'ai/nble ot https://psycrrel.opa.orglfulltext/2020-
37320-001.pdf 

"Emily Vogles et al., 53% or Americans Say lhu 
internet Has Reen Essential During the COVlD-19 
Outbreak (Apr. 30, 2020), http.<:// 
n·n~v.pen'l'f1searc/1.0rglinternet/2020/04/30/53-of­

omericans-soy-the-internet-hos-been-es.<ential­
during-thc-cavid·19-outbmok/. 

•• Emmn Dorn et al., COVID- 19 and student 
learning in the United States: The hurt could lust 

also bas reversed many gains made by 
communities of color in the prior 
econom ic expansion.15 

B. The Sta lu le and Interim Final Rule 

On March 11, 2021, the American 
Rescue Plan Act (ARPA) was signed into 
law by the President.rn Section 9901 of 
ARPA amended Title VI of the Social 
Secw·ity Act17 (the Acl) lo add section 
602, which establishes the Coronavirus 
State Fiscal Recovery Fund, and section 
603, which establishes lhe Coronavirus 
Local Fiscal Recovery Fund (together, 
the Fiscal Recovery Funds).1 8 The Fiscal 
Recovery Funds are intended lo provide 
support t o Slate, local, and Tribal 
governments (together, recipients) in 
responding to the impact of COVID-19 
and in their efforts to contain COVID-
19 on their communities, residents, and 
businesses. The Fiscal Recovery Funds 
build on and expand the support 
provided to these governments over the 
last year, including through the 
Coronavirus Relief Fund (CRF).19 

a lifclimu (June 2020), littps:// 
11'ebtost.childrR11.<institute.nctlsites/default/filesl 
docume11ts/COVID-19-and-studerrt-learrring-irr-the­
United-Stotcs_fl/NAl..pdf; Andrew Dacher-Hicks et 
al., Inequality in Household Adaptation lo 
Schooling Sl1ocks: Covid-lnducod Online 
Engagement in Real Time, J. of Pub! ic Ec:on. Vol. 
1!13(C) (July 2020), available at http.,:// 
m1~v.nber.arglpopers/iv27555. 

15 Soc, e.g., Tyler Atkinson & Alex Richter, 
Pandemic Disproportionately Affects Women, 
Minority Labor Force Participation, Mtps:// 
11•11,11'.d11/lr1sfed.org/resoorch/ccorramics/2020/111U 
(last visited May 9, 2021); Jarod Bernstein & Janolle 
Jones, The Impact of the COV!Dl 9 Recession on the 
Jobs and Incomes of Persons or Color, https:I/ 
1v1vll'.cbpp.orglsite.•ldefault/files/otomslfile.</6-2-
20bud_O.pdf (last visited May 9, 2021). 

••American Rescue Plan Act or 2021 (ARPA), soc. 
9901, Public Law 117-2, codified nt 42 U.S.C. 802 
RI seq. The lorm "state" as used in lhis 
SUPPLEMENTARY INFORMATION and defined in section 
602 or the Acl means eac:h or the 50 States and the 
District of Columbia. The term " territory" us used 
in this SUPPLEMENTARY INFORMATION and defined in 
section 602 or the Act means the Commonwealth 
of Puorto Rico, the United States Virgin Islands, 
Guam, the Commonwealth or Northern Mariana 
Islands, and American Samoa. Tribal government is 
defined in the Acl und the interim fmnl rule to 
mean "lhe recognized governing body of any Indian 
or Alaska Native tribe, band, nation, pueblo, village, 
community, component band, or component 
reservation, individually identified (including 
parenthetically) in the list published most recently 
HS or tl10 dale of onuctment or the [American Rescue 
Plan Act] pursuant lo section 104 or the Federally 
Recognized Indian Tribe List Ac:l of 1994 (25 U.S.C. 
5131)." See section 602(g)(7) or the Social Security 
Act, as added by the American Rescue Plan Acl. On 
January 29, 2021, the Bureau or Indian Affairs 
published a current list of 574 Tribal enlities. Seo 
86 FR 7554, Junuury 29, 2021. Tho term "local 
goverlllllents" as used in this SUPPLEMENTARY 
INFORMATION includes metropolitan cities, counties, 
and nonentit leruont units orloc.al goverumcnt. 

11 42 U.S.C. 801 el se<J. 
"'Sections 602, 603 of the Act. 
10 Tho CRF was established by the section 601 of 

the Act as udded by the Coronavirus Aid, Relier, 
and Economic Security Act (CARES Act), Public 
Low 1 lfl-136, 134 Stul. 281 (2020). 

Through the Fiscal Recovery Funds, 
Congress provided Stale, local, and 
Tribal governments with significant 
resources to respond lo the COVID-19 
public healLh emergency and its 
economic impacts through four 
categories of eligible uses. Section 602 
and section 603 contain the same 
eligible uses; the p rimary difference 
belween the two sections is thal section 
602 establishes a fund for Stales, 
lerrilories, and Tribal governments and 
section 603 establishes a fund for 
metropolitan cities, nonentillement 
units of local government, and counties. 
Sections 602(c)(1) and 603(c)(l) provide 
that funds may be used: 

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

(b) To respond to workers performing 
essential work during the COVID- 19 
public health emergency by providing 
premium pay to eli~ible workers; 

(c) For the provis10n of government 
services to the extent of the reduction in 
revenue due lo the COVID-19 public 
health emergency relative to revenues 
collected in the most recent full fiscal 
year prior to lhe emergency; and 

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

In addition, Congrnss clarified two 
types of uses which do not fall within 
these four categories. Sections 
602(c)(2)(B) and 603(c)(2) provide that 
these eligible uses do not include, and 
thus funds may not be used for, 
depositing funds into any pension fund. 
Section 602(c)(Z)(A) also provides, for 
Stales and territories, that the eligible 
uses do not include "directly or 
indirectly offsel[ling] a reduction in the 
net tax revenue of [the] Slale or territory 
resulting from a change in law, 
regulation, or administrative 
interpretation." 

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

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

Implemenlalion of the Fiscal 
Recovery Funds also reflect the 
importance of public input, 
Lransparency, and accountability. 
Treasury seeks comment on all aspects 
of the inlerim final rule and, to baller 
facilitate public comment, has included 
specific questions throughout this 
SUPPLEMENTARY INFORMATION. Treasury 
encoUl'ages Stale, local, and Tribal 
governments in particular lo provide 
feedback and lo engage with Treasury 
regarding issues that may arise 
regarding all aspects of this interim final 
rule and Treasury's work in 
administering the Fiscal Recovery 
Funds. In addition, the interim final 
rule establishes certain regular reporting 

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

II. Eligible Uses 

11. Public Health and Economic Impacts 

Sections 602(c)(l)(A) and 603(c)(l)(A) 
provide significanl resomces for Stale, 
lerrilorial, Tribal governments, and 
counties, metropolitan cities, and 
nonentitlemenl units of local 
governments (each referred to as a 
recipient) to meel the wide range of 
public health and economic impacts of 
the COVID-19 public health emergency. 

These provisions authorize the use of 
payments from the Fiscal Recovery 
Funds lo respond to tho public health 
emergency with respecl lo COVID- 19 or 
its negative economic impacts. Section 
602 and section 603 also describe 
several types of uses that would be 
responsive to the impacls of the COVID-
19 public health emergency, including 
assistance lo households, small 
businesses, and nonprofits and aid to 
impacted industries, such as tourism, 
travel, and hospitality.20 

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

2 0 Sections 602(c)(1)(A). 603(c)(1)(A) of the Act. 

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

As discussed, the pandemic and the 
necessary actions taken to conlrol the 
spread had a severe impact on 
households and small businesses, 
including in particular low-income 
workers and communities and people of 
color. While eligible uses under sections 
602(c)(l)(A) and 603(c)(l)(A) provide 
fl exibilily to recipients to identify the 
most pressing local needs, Treasury 
encourages recipients to provide 
assistance to those households, 
businesses, and non-profits in 
communities most disproportionately 
impacled by the pandemic. 

1. Responding to COVID-19 
On January 21, 2020, the Centers for 

Disease Control and Prevenlion (CDC) 
identified the firsl case of novel 
coronavirus in the United Slales.21 By 
late March, the virus had spread to 
many Stales and the first wave was 
growing rapidly, cenlered in the 
northeast.22 This wave brought acute 

"Press Release, Cenlors for Disease Conll'ol and 
Prevention, Firsl Travel-related Case of 2019 Novel 
Coronuvirus Ooloctecl in United Stales (Jan. 21, 
2020), https://no 1~1·.cdc.gav/medlo/refooses/2020/ 

p0121-navel-caronovims-travcl-casc.html. 
u Anne Schuchat el al., Public Health Response 

to lhe Jnllialion encl Spread of Pandemic COVTD-
19 in tho United Slates, February 24- April 21, 2021, 
MMWR Morh Morla! Wkly Rop 2021, 69(18):551-
56 (May II, 2021), https://11~\'w.cdc.gav/111111wr/ 
vol11mcs/69/11~-/mm6918e2.hlm. 
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st.rain on health care and public health 
systems: Hospitals and emergency 
medical services struggled lo manage a 
major influx ofpalients; response 
personnel faced shortages of personal 
prolective equipment; testing for lhe 
virus was scarce; and congregate living 
facilities like nursing homes and prisons 
saw rapid spread. Slale, local, and 
Tribal governments mobilized lo 
support the health care system, issue 
public heallh orders to mitigate virus 
spread, and commun icate safety 
measures to the public. The United 
States has since faced al least two 
additional COVID-19 waves lhat 
brought many similar challenges: The 
second in the summer, centered in the 
south and soulhwesl, and a wave 
Ulroughout the fall and winier, in which 
the virus reached a point of 
uncontrolled spread across the country 
and over 3,000 people died per day. 23 
By early May 2021, the United States 
has experienced over 32 million 
confirmed COVID-19 cases and over 
575,000 dealhs.24 

Mitigating the impact ofCOVID-19, 
including taking actions to control its 
spread and supporl hospitals and hoallh 
cm·e workers caring for the sick, 
continues lo require a major public 
health response from State, local and 
Tribal governments. New or heightened 
public health needs include COVID-19 
testing, major expansions in contact 
tracing, support for individuals in 
isolation or quarantine, enforcement of 
public health orders, new public 
communication efforts, public health 
surveillance (e.g., monitoring case 
trends and genomic sequencing for 
variants), enhancement to health care 
capacity through alternative care 
facilities, and enhancement of public 
health data systems to meel new 
demands or scaling needs. State, local, 
and Tribal governments have also 
supported major efforts to prevent 
COVID- 19 spread through safety 
measures al key settings like nursing 
homes, schools, congregate living 
settings, dense worksitcs, incarceration 
settings, and in other public facilities. 
This has included implementing 
infection prevention measures or 
making ventilation improvements in 
congregate settings, health care settings, 
or other key locations. 

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

23 Centers for Disease Control and Prevention, 
COVID Data Tracker: Trends in Number of 
COVID-19 Coses and Deaths in the US Reported lo 
CDC, by Stale/Territory, https://covid.cdc.gov/ 
covid-data-tracker/#trends_dailytrcndscases (last 
visited May 8, 2021). 

2•1 Id. 

needs, such as physical plant 
improvements lo public hospitals and 
health clinics or adaplalions to public 
buildings lo implement COVID-19 
mitigation tactics. In recenl months, 
State, local , and Tribal governments 
across the country have mobilized to 
support U1e national vaccination 
campaign, resulting in over 250 million 
doses administered to dale.2s 

The need for public health measures 
to respond lo COVID-19 will continue 
in the months and potentially years lo 
come. This includes the continuation of 
the vaccination campaign for tho general 
public and, if vaccinations are approved 
for children in U1e future, eventually for 
youths. Th is also includes monitoring 
the spread of COVID-19 varian ts, 
understanding the impact of these 
variants (especially on vaccination 
efforts) , developing approaches to 
respond lo those variants, and 
monitoring global COVID- 19 trends lo 
understand continued risks to the 
United States. Finally, lhe long-term 
health impacts of COVID-19 will 
continue to require a public health 
response, including medical services for 
individuals with " long COVID," and 
research to understand how COVID-19 
impacts future health needs and raises 
risks for the millions of Americans who 
have been infected. 

Other areas of public heal lh have also 
been negatively impacted by the 
COVID-19 pandemic. For example, in 
one survey in January 2021, over 40 
percent of American adults reported 
symptoms of depression or anxiety, up 
from 11 percent in the first half of 
2019.26. The proportion of children's 
emergency deparlment visits related lo 
menlal health has also risen 
noticeably.27 Similarly, rates of 
substance misuse and overdose deaths 
have spiked: Preliminary data from the 
CDC show a nearly 30 percent increase 
in drug overdose mortality from 
September 2019 to September 2020.20 
Stay-at-home orders and other 
pandemic responses may have also 
reduced the ability of individuals 
affected by domestic violence to access 

25 Centers for Disease Conlrol nnd Prevention, 
COVID Data Tracker: COVJD-19 Vaccinations in the 
United Stales, https://covid.cdc.gov/covid-data­
tmcker/#voccinations (Inst visited May 8, 2021). 

20 Panchal, supra nole 4; Mark E. Czoisler el al., 
Menial Health, Substance Abuse, and Suicidal 
Ideation During COVID-19 Pandemic- United 
Stales, June 24- 30 2020, Morb. Mortal. Wkly. Rop. 
69(32):1049-57 (Aug. 14, 2020), https:ll 
11•1v1v.cdc.gav/m111ll'dvolumes/a9/M-! 
mm6932a1 .htm. 

21 Lech, supm note 4. 
ze Centers for Disease Prcvonlion and Control. 

National Center for Health Statistics, Provisional 
Drug Overdose Death Counts, https:llll'll'IV.cdc.gov/ 
11chs/nvss/vsrddrug-overdose-doto.htm (last visited 
May R, 2021). 

sorvices.29 Finally, some prevenlativo 
public health measures like childhood 
vaccinations have been deferred and 
potentially forgone.30 

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

Similarly, low-income and socially 
vulnerable communities have seen the 
most severe heallh impacts. For 
example, counties with high poverty 
rates also have lhe highest rates of 
infections and deaths, with 223 deaths 
per 100,000 compared to the U.S. 
average of 175 deaths per 100,000, as of 
May 2021.33 Counties with high social 
vulnerability, as measured by factors 
such as poverty and educational 
attainment, have also fared more poorly 
than the national average, wilh 211 
deaths per 100,000 as of May 202i.a-i 

""Megan L. Evans, ol ul., A Pandemic within u 
Paudemic-lnlimale Partner Violence during 
Covid-19, N. Engl. j. Med. 383:2302-04 (Dec. 10, 
2020), availoble at https:llw11w.nejm.argldoi/full/ 
10.1056/NEJMp2024046. 

30 Jeanne M. Santoli el al., Effects of the 
COVID-19 Pandemic on Routine Pediall"ic Vaccine 
Ordering and Administration-United Stales, Morh. 
Mortal. Wkly. Rep. 69(19):591-!13 (May 8, 2020), 
https://1vwll'.cdc.govlmmwrlvol11mes/G9111'r/ 
1111116919e2.htm; Murisn l.angdon-Embry cl ul., 
Noles from the Field: Rebound in Routino 
Childhood Vaccine Administration Following 
Decline During the COVID-19 Pandemic-New 
York City, March 1-June 27, 2020, Morh. Morla!. 
Wkly. Rep. 69(30):999-1001 (Jul. 31 2020), https:ll 
11'11•1v.cdc.gov/mm1vr/vo/umes/69/1l'd 
mm(]930a3.htm. 

3 1 Office of the While House, National Strategy for 
the COVID- 19 Response and Pandemic: 
Preparedness {Jan. 21, 2021), https:ll 
1 v1v11'. ll'hi tehouso .gov/1 vp·content/uploads/2021/01 / 
Notio11al-Strategy-for- tlw-COVID-19-Responsc-o11d­
Pa11demic-Prcparednes.~ .pdf 

32 In a study of 13 states from Oclnhe1· lo 
Docember 2020, the CDC fmmd that Hispanic or 
L.alino and Native American or Alaska Native 
individuals were 1.7 limes more likely to visit on 
emergency room for COVID- 19 than While 
individuals, and Black individuals were 1.4 times 
more likely lo do so than White individuals. See 
Romnno, supm note 10. 

33 Centers for Disease Control and P1·evention, 
COVID Dalo Tracker: Trends in COVJD- 19 Cases 
and Deaths in the United Stales, by Connly-level 
Population Factors , https:l/covid.cdc.gov/covid­
data-trackerl#pop-foctors_totaldeaths (lust visited 
May 8, 2021 ). 

34 The CDC's Social Vulnerahilily Index includes 
fifteen variables mousuring social vulnorabilily, 
including unemployment, poverty, education 
levels, single-parent households, disability slnlus, 
non-English speaking households, crowded 
housing, and transportation access. 

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

Co11Li11ucd 
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Over the last year, Native Americans 
have experienced more than one and a 
halftimes the rate ofCOVID-19 
infections, more than triple the rate of 
hospitalizations, and more than double 
the death rate compared to White 
Americans.35 Low-income and minority 
communities also exhibit higher rates of 
pre-existing conditions Lhat may 
contribute lo an in.creased risk of 
COVID-19 mortality.3R 

In addition, individuals living in low­
income communities may have had 
more limited ability to socially distance 
or lo self-isolate when ill, resulting in 
faster spread of the virus, and were 
over-represented among essential 
workers, who faced greater risk of 
exposure.37 Social distancing measures 
in response to the pandemic may have 
also exacerbated pre-existing public 
health challenges. For example, for 
children living in homes with lead 
paint, spending substantially more time 
at home raises the risk of developing 
elevated blood lead levels, while 
screenings for elevated blood lead levels 
declined during the pandemic.as The 
combination of these underlying social 
and health vulnerabilities may have 
contributed to more severe public health 
outcomes of the pandemic within these 
co=unities, resulting in an 
exacerbation of pre-existing disparities 
in health outcomes.311 

und Deaths in the United Slates, by Social 
Vulnerability Index, hllp.~://covid.t:dc.govlcovid­
d11 ta-tracker/#pop-facto1·s_tota/dP.1llhs (last visited 
May 8, 2021). 

35 Centers for Disease Control and Prevention, 
Risk for COVJD- 19 Jnfoction, Hospitalization, and 
Duath By Ruce/Ethnicily, littps://1vww.cdc.gov/ 
coronavirus/2019-ncov/covid-datolinvcsligations­
discove1y/lrospitalization-death-by-race­
P.tlrnic:ity.html (last visi ted Apr. 26, 2021). 

""See, e.g., Centers for Disease Control and 
Prevention, Risk or Severa Illness or Death from 
COVJD-19 (Dec. 10, 2020), https://mvw.cdc.gov/ 
coronavirus/2019-ncov/community/health-equityl 
raciol-ethnic-dispol'iUe.o/disparitics-illness.html 
(lest visited Apr. 26, 2021). 

"'Milena Almagro cl al., Racial Disparities in 
Front.lino Workers and Housing Crowding During 
COVJD- 19: Evidence rrom Goolocntion Data (Sept. 
22, 2020), NYU Stern School or Business 
(forthcoming), avai/oble al lrttps:/lpape.rs.ssrn.com/ 
sol3/pnpe.rs.cfm?abstract_id=3695249; Grace 
McCormack el al., Economic Vulnerability of 
Households with Essontiol Workers, JAMA 
324(4):388-90 (2020), ovoila/J}e at lrttps:// 
jamanet11,ork.co111/jourrwlsljnmalfu/larticle/ 
2767630. 

""See, e.g., Joseph G. Courtney ol al. , Decl'eases 
in Young Children Who Received Blood Leud Leval 
Tasting During COVJD- 19- 34 Jurisdictions, 
January-May 2020, Morb. Mort. Wkly. Rep. 
70(5):155-61 (Feb. 5, 2021), lrttp.<:llll'IVll'.cdc.govl 
mmwr/volumes/70/wrlmm7005a2.htm; Emily A. 
Ben for & Lindsay F. Wiley, Health Justice Strategies 
to Combat COVJD-19: Protecting Vulnerable 
Communities During a Pandemic, Health Affairs 
Blog (Mar. 19, 2020), https://1V1vll'.11ealthaffoirs.org/ 
do/10.1377 l hblog20200319.757883/f11/J/. 

••Sae, e.g., Centers for Disease Control and 
Prevention, supm note 34; Benier & Wiley, supm 

Eligible Public Heall11 Uses. The 
Fiscal Recovery Funds provide 
resources to meet and address these 
emergent public health needs, including 
tluough measures to counter the spread 
of COVID-19, through the provision of 
care for those impacted by the virus, 
and through programs or services that 
address disparities in public health that 
have been exacerbated by the pandemic. 
To facilitate implementation and use of 
payments from the Fiscal Recovery 
Funds, the interim final rule identifies 
a non-exclusive list of eligible uses of 
funding to respond to the COVID-19 
public health emergency. Eligible uses 
listed under this section build and 
expand upon permissible expenditures 
under the CRF, while recognizing the 
differences between the ARPA and 
CARES Act, and recognizing that the 
response to the COVID- 19 public health 
emergency bas changed and will 
continue to change over time. To assess 
whether additional uses would be 
eligible under this category, recipients 
should identify an effect of COVID-19 
on public health, including either or 
bolh of i=ediate effects or effects that 
may manifest over months or years, and 
assess bow the use would respond to or 
address the identified need. 

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

• COVID-19 Mitigation and 
Prevention. A broad range of services 
and progra=ing are needed to contain 
COVID- 19. Mitigation and prevention 
efforts for COVID-19 include 
vaccination programs; medical care; 
testing; contact tracing; support for 
isolation or quarantine; supports for 
vulnerable populations to access 
medical or public health services; 
public health surveillance (e.g., 
monitoring case b·ends, genomic 
sequencing for variants); enforcement of 
public health orders; public 
co=unication efforts; enhancement to 
health care capacity, including through 
al ternative care facilities; purchases of 
personal protective equipment; support 
for prevention, mitigation, or other 
services in congregate living facilities 
(e.g., nursing homes, incarceration 
settings, homeless shelters, group living 
facilities) and other key settings like 
schools; 40 ventilation improvements in 

note 38; NaU1aniel M. Lewis el ol ., Disparities in 
COVJ0-19 Incidence, Hospitalizations, and Testing, 
by Aron-Level Deprivation-Utah, Moreb 3-July 9, 
2020, Morb. Mortal. Wkly. Rep. 69(38):1369-73 
(Sept. 25, 2020), https://mvw.cdc.gov/mmwr/ 
vol11mes/69/11T/rrun6938a4.litm. 

••This includes implementing mitigation 
strategies consistent with tho Conlers for Disease 
Control nnd Prevention's (CDC) OperationHI 

congregate settings, health care settings, 
or other key locations; enhancement of 
public health data systems; and other 
public health responses.41 They also 
include capital investments in public 
facilities to meet pandemic operational 
needs, such as physical plant 
improvements lo 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, were eligible 
expenditures under the CRF and are 
eligible uses under this category of 
eligible uses for the Fiscal Recovery 
Funds.42 

• Medical Expenses. The COVID-19 
public health emergency continues to 
have devastating effects on public 
health; the United States continues to 
average hundreds of deaths per day and 
the spread of new COVID-19 variants 
has raised new risks and genomic 
surveillance needs.43 Moreover, our 
understanding of the potentially serious 
and long-term effects of the virus is 
growing, including the potential for 
symptoms like shortness of breath to 
continue for weeks or months, for multi­
organ impacts from COVID- 19, or for 
post-intensive care syndrome.44 Stale 
and local governments may need to 
continue to provide care and services to 
address these near- and longer-term 
needs.45 

Strategy for K- 12 Schools through Pbasod 
Prevention, avoi/oble at J1 ttps://11'1V1v.cclc.govl 
coronavirus/2019-ncoirlcommunilj'/Schools­
clrilclcotelnpc.ratinn-strategy.html. 

• 1 Many or tbose expenses were also eligible in 
tho CIU'. G1merally, funding uses eligible under CRF 
as a response lo the direct public health impacts of 
COVJD- 19 will continue to be eligible under the 
ARPA, including those nol explicitly listed hero 
(e.g., telemedicine costs, costs to focWtate 
compliance with public health orders, disinfection 
of public areas, facilitating distance leurning, 
increased solid waste disposal needs related lo PPE, 
puid sick ond poid family and medical leave lo 
public employees to enable compli1mco with 
COVJD- 19 pnhlic heulth procoutions). with the 
following two exceptions: (1) The standard for 
oligibility of public 11ealth and sufoty payrolls bas 
beun updated (see section ll.A or this 
SUPPLEMENTARY INFORMATION) and (2) expenses 
related to the issuance of tax-anticipation notes are 
no longer an eligible funding use (see discussion of 
debt service in section 11.B of this SUPPLEMENTARY 
INFORMATION). 

<> Coronuvims Relief Fund for Slates, Tribal 
Govornmonls, and Cel'lain Eligible Locul 
Governments, R6 FR 4162 (Jllll . 15, 2021). avoi/oble 
"' lrttps:I /home. treasmy.govlsystem/fi/Rs/1 :16/CRF­
Guidance-Federal-Registei-_21121-t10IJ27.pdf. 

<>Centers for Disease Control uncl Prevention, 
supro note 24. 

H C'.enlers for Disease Control and Prevention, 
Long-Torm Effects (Apr. 8, 2021), http.~:// 
11~V1v.cdc.gov/coronavirus/21119-ncov/long-torm­
effecls.litml (last visited Apr. 26, 2021). 

••Pursuant to 42 CFR 433.51 and 45 CFR 75.306, 
Fiscul Recovery Funds may not serve as u Stnle or 
locality's contribution or cerluin Fodoral funds. 
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• Behavioral Health Care. In addition, 
new or enhanced State, local , and Tribal 
governmenl services may be needed to 
meel behavioral health needs 
exacerbated by Lhe pandemic and 
respond to other public heallh impacts. 
These services include mental health 
treatment, substance misuse trealmenl, 
other behavioral health services, 
hotlines or warmlines, crisis 
intervent ion, overdose prevention, 
infectious disease prevention, and 
services or out reach to promote access 
to physical or behavioral health primary 
care and preventative medicine. 

• Public Health and Safety Staff. 
Treasury recognizes that responding lo 
the public health and negative economic 
impacts of the pandemic, including 
administering Lhe services described 
above, requires a substantial 
commitment of Slale, local, and Tribal 
government human resources. As a 
resul t, lhe Fiscal Recovery Funds may 
be used for payroll and covered benefits 
expenses for public safety, public 
health , health care, human services, and 
similar employees, to the extent thal 
their services arc devoted to mitigating 
or responding lo the COVID-19 public 
health emergency.46 Accordingly, the 
Fiscal Recovery Funds may be used to 
support the payroll and covered benefits 
for the portion of the employee's t ime 
that is dedicated to responding lo the 
COVID- 19 public heallh emergency. For 
adminislralive convenience, the 
recipient may consider public heal th 
and safety employees lo be entirely 
devoted lo miligaling or responding to 
the COVID- 19 public health emergency, 
and therefore fully covered, if Lhe 
employee, or his or her operating unit 
or division, is primarily dedicated to 
responding lo the COVID-19 public 
health emergency. Recipients may 
consider other presumplions for 
assessing the exlenl lo which an 
employee, division, or operating unit is 
engaged in activities that respond to the 
COVID- 19 public health emergency, 
provided that Lhe recipient reassesses 
pcrioclically and maintains records lo 
support its assessment, such as payroll 
records, attestations from supervisors or 
staff, or regular work product or 
correspondence demonstrating work on 

•• In genornl, if an employee's wages and salaries 
nre an eligible use of Fiscal Recovery Funds, 
recipients may treat the employee's covered 
benefits as an eligilJle use of Fiscal Recovery Funds . 
For purposes of tho Fiscal Recovery Funds, covered 
benefits include costs o f all types of leave (vacation, 
fnmily-relatod , sick, military, bereavement, 
sabbatical, jury duty). employee insurance (health , 
life, dcntul, vision), retirement (pensions, 4.01.(k)), 
unemployment benefit p lans (Fcdernl and s late), 
workers compensation insurance, and Federal 
Insurance Contributions Act (FICA) taxes (which 
includes Social Security and Medicare taxes). 

the COVID- 19 response. Recipients 
need nol routinely track staff hours. 

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

Eligible Uses to Address Disparities in 
Public Health Outcomes. In addition, in 
recognition of the disproportionate 
impacts of the COVID- 19 pandemic on 
health outcomes in low-income and 
Native American communities and the 
importance of mitigating these effects, 
the interim final rule identifies a 
broader range of services and programs 
tlrnl will be presumed to be responding 
to the public health emergency when 
provided in Lhese communities. 
Specifically, Treasury will presume thal 
certain types of services, outlined 
below, arc eligible uses when provided 
in a Qualified Census Tract (QCT),47 to 
families living in QCTs, or when these 
services are provided by Tribal 
governments.4 8 Recipients may also 
provide these services to other 
populations, households, or geographic 
areas that arc disproportionately 
impacted by the pandemic. In 
identi fy ing these disproportionately­
impacted communities, recipients 
should be able lo support their 
determination that the pandemic 
resulted in disproportionate public 
health or economic outcomes lo the 

• 7 Qualified Census Tracts aro a common, readily­
accessible, nnd geographically granular method of 
iden tifying communities with a large proportion of 
low-income residen ts. Using an exis ting measure 
m ay speed implementation and decrease 
administrative burden, while identifying areas of 
need ul u highly-locali.zed level. 

Wbilo QCTs are an effective tool generally, many 
tribal communities hnvo households with a wide 
range of 1 ncome levels due in part lo non-triba 1 
member, high income residents liv ing in the 
community. Mixed income communities, with a 
significant sbare of tribal members al tl1e lowest 
levels of income, are often no t included as eligible 
QCTs yet trilJul residents are experiencing 
disproportionate impacts duo to the pandemic. 
Therefore, inc:luding all services provided by Trihal 
governments is u more e ffective means of ensuring 
that clisproportionntoly impacted Tribal members 
can receive services. 

••U.S. Department of Housing end Urban 
Development (HUD), Quulified Census Tracts and 
Difficult Development Areas, https:ll 
1vmv.hudusur.govlporto/ldcitosetslqct.html (Inst 
visited Apr. 26, 2021); U.S. Department of the 
Interior, Bureau of Ind ian Affaiis, Indian Lands of 
Federally Recognized Tribes of the United States 
(June 2016), littps:ll1m 1v.bia.govlsifoslbio.govlfilesl 
assol slbiol o tsli 1•el1lea ml pd f/idc1-02863 5. pd f (lust 
vis ited Apr. 26, 2021). 

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

Given the exacerbation of health 
disparit ies during the pandemic and the 
role of pre-existing social vulnerabil ities 
in driving Lhese dispara te ou tcomes, 
services lo address health disparities are 
presumed lo be responsive lo the public 
health impacts of the pandemic. 
Specifically, recipients may use 
payments from the Fiscal Recovery 
Funds to faci litute access Lo resources 
thut improve health outcomes, 
including services that connect 
residents with health care resources and 
public assistance programs and build 
healthier environments, such as: 

• Funding community health workers 
to help community members access 
heallh services and services to address 
Lhe social determinants of health; 49 

• Funding public benefits navigators 
lo assist community members with 
navigating and applying for available 
Federal, Stale, and local public benefits 
or services; 

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

• Remed.ialion of lead paint or other 
lead hazards to reduco risk of elevated 
blood lead levels among children; and 

• Evidence-based community 
violence intervention programs to 
prevent violence and mitigate the 
increase in violence during the 
pandemic.no 

2. Responding to Negative Economic 
Impacts 

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

''°The social determinants of hoalth uru the social 
and onvirnnmentul conditions that affect health 
outcomes, specifically economic stability , healtl1 
cure access, social context , neighborhoods and built 
environment, and education access. See, e.g., U.S. 
Department of Health and Human Services, Office 
of Disease Prevention and Health Promotion, 
Healthy People 2030: Social Determinants of 
Health, https:lllwolth.govlheoltl1ypeoplelobjectivcs­
ood-datolsociol-doterminants-hao/til (last visited 
Apr. 26, 2021). 

50 Nutional Commission on COVID-19 and 
Criminal justice, lmpucl Report: COVID-19 and 
Crime (Jan. 31, 2021), ilttps:/I 
covid19.cou ncilonc:j. org/2021/01131 Ii m pacl-rcporl­
covid-19-and-cri mo-31 (showing a spike in 
homicide and assaults); Brad Boesrup ct al. , 
Alarming Trends in US domestic violence during 
the COVID-19 pandemic, Am. J. of Emerg. Med. 
38(12): 275a-55 (Dec. 1, 2020), availablo at h llps:ll 
1v1i.1'.ajemjo11ma/.com /article/S073.5-
67.S7{20)30.W7-7lfulltexl (showing a spike in 
domestic v iolence). 
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education, and travel declined 
precipitously, over 20 million jobs were 
lost in March and April 2020,51 
Although many have returned to work, 
as of April 2021, the economy remains 
8.2 million jobs below its pre-pandemic 
peak,52 and more than 3 million workers 
have dropped out of the labor maTket 
altogether r el ative to February 2020.5~ 

Rates of unemployment are 
pBI'ticularly severe among workers of 
color and workers with lower levels of 
educational attainment; for example, the 
overall unemployment rate in the 
United States was 6. 1 percent in April 
2021, but certain groups saw much 
higher rates: 9.7 percent for Black 
workers, 7.9 percent for Hispanic or 
Latino workers, and 9.3 percent for 
workers without a high school 
diploma. 54 Job losses have also been 
particularly steep among low wage 
workers, with these workers remaining 
furthest from recovery as of the end of 
2020.55 A severe recession-and ils 
concentrated impact among low-income 
workers-bas amplified food and 
housing insecurity, with an estimated 
nearly 17 million adults living in 
households where there is sometimes or 
often not enough food lo eat and an 
estimated 10. 7 m illion adults living in 
households that were not current on 
rent. 5 A Over the course of the pandemic, 

••U.S. Bureau of Labor Statistics, All Employees, 
Total Nonfarm (PAYEMS), relrioved from FRED, 
Federal Roservo Dank of St. Louis; Mtps:// 
fred.stlouisfed.01glseries/PAYEMS {last visited May 
6, 2021). 

•• Id. 
53 U.S. Bureau of Labor Statistics, Civilian Lahm· 

Force Level [CLF160V], retrieved from FRED, 
Federal Reserve Bank of St. Louis, https:// 
frod.stlouisfed.org/series/CIF160V (last visited May 
8, 20 21). 

54 U.S. Bureau of Labor Slalistics, Labor Forco 
Statistics from tho Current Population Survey: 
Employment status of the civilian population by sex 
and age (May 6 2021), /11tps:l/www.bls.gov/ 
ne1vs.releasclcmpsit.I01.htm (last visited May 8, 
2021); U.S. Bureau of Labor Statistics, Labor Force 
Statistics from the Cunent Pop11lution Survey: 
Employment status of the civilian noninstitutional 
population by race, Hispanic or Latino ethnicity, 
sex, and age (May 6, 2021), htl.ps:l/1101ov.bls.gov/ 
web/empsit/cpseea04 ./1t1n (lasl visited May 6, 
2021); U.S. Bureau of Labor Statistics, Labor Force 
Statistics from the Current Population Survey: 
Employment status of lhe civilian noninstilulionul 
population 25 years an d over by educational 
attainment (May 8, 2021). https://novw.bls.govlive/1/ 
e111psil/cpseeo0.5./1l111 (last visited May U, 2021). 

55 Elise Gould & Jori Kandra, Wages grew in 2020 
because the bottom fell oul of tho low-wngc labor 
markot, Economic Policy Institute (Feb. 24, 2021), 
https:l/files.epi.01glpdf/21941 IJ.pdf. See also, 
Michael Dalton ol nl., The K-Shapod Recovery: 
Examining the Diverging Fortunes of Workers in the 
Recovery from lhe COVTD-19 Pandemic using 
Business und Household Survey Microdata, U.S. 
Bureau of Labor Statistics Working Pap er Series 
(Feb. 20 21), hllps://ll'll'll'.bls.gov/osmr/rescorch ­
papers/2021Ipdf/cc210020 .pdf 

56 Center on Dudgol and Policy Priorities, 
Tracking the COVID-19 Recession's Effects on 

inequities also manifested along gender 
lines, as schools closed to in-person 
activities, leaving many working 
families without child Cfile during the 
day,57 Women of color have been hit 
especially hard: The labor force 
participation rate for Black women has 
fallen by 3.2 p ercentage points so during 
the pandemic as compared to 1.0 
percentage points for Black men 59 and 
2.0 percentage points for While 
women.Go 

As the economy recovers, the effects 
of the pandemic-related recession may 
continue to impact households, 
including a risk of longer-term effects on 
earnings and economic potential. For 
example, unemployed workers, 
especially those who have experienced 
longer periods of unemployment, earn 
lower wages over the long term once 
rehired . s1 In addition to the labor 
market consequences for unemployed 
workers, recessions can also cause 
longer-term economic challenges 
through, among other factors, damaged 
consumer credit scores Gz and reduced 
familial and childhood wellbeing.63 

Food, Housing, and Employmen t Hardships, 
https:l/no101•.cbpp.01g/rese01d1/povel't)'-and­
inequa/ity /tmcking-1 be-covid-19-rncessions-eff ccts­
on-food-housing-and (last visited May 8, 2021). 

"Women h•ve curried 11 larger sharo of childcare 
responsibililios than men during the COVID-19 
crisis. See, e.g., Gema Zamarro & Mar ia J. Prados, 
Gonder differences in couples' division of 
childcare, work and m ental health during COVID-
19, Rev. Econ. Household 19:11-40 (2021), 
available at 11ttps:!/link.springe1'.com/article/ 
10.1007/s111.50-020-09534-7;Titan Alon et al. , Tho 
Impact of COVID-19 on Gender Equality, National 
Bureau of Economic Research Working Paper 26947 
(April 2020), available at https:llmrn'.nber.org/ 
papers/1v26947. 

so U.S. Bureau of Labor Statistics, Labor Force 
Participation Rate-20 Yrs. & Ovor, Black or African 
American Wom en [LNSl 1300032) , retrieved from 
FRED, Federal Reserve Bank of St. Louis; https:// 
fred.stlouisfed.orglseries/LNS11300032 (last visited 
May 8, 2021). 

••U.S. Bureau of Labor Statistics, Labor Force 
Participation Rate-20 Yrs. & Over, Black or African 
American Mon [LNS1130 0031). retrieved from 
FRED, Federal Reserve Bank of St. Louis; llltps:// 
fred .st/ouisfed.01g/series/LNS11300031 (last visited 
May 8 , 2021). 

60 U.S. Bureau of Labor Statistics, Labor Force 
Participation Rale-20 Yrs. & Over, While Womon 
(LNSl 1300029], retrieved from FRED, Federal 
Reserve Bank of St. Louis; hllps:I/ 
fred .. <llouisfed.nrg!series/LNS11300029 (last v isited 
May u, 2021). 

"'See, e.g., Michael Greenstone & Adam Looney, 
Unemployment and Earnings Losses: A Look at 
Long-Term Impacts of Lhe Great Recession on 
American Workers, Brookings Institution (Nov. 4, 
2021), https://1vi1•w.brookings.edu!blog!jobs/2011/ 
11/04/11nemployment-and-eor11ings-losses-a-look­
at-long-term-impac/s-of- tbe-great-recessin11-011-
american-tl'Orkers/. 

oz Chi Chi Wu, Solving tho Credit Conundrum: 
Helping Consumers' Credit Rocords Impaired by the 
Foreclosuro Crisis and Creal Recession (Dec. 2013), 
https://11ov11'.nc/c.01g/imoges/pdf!credit_reports/ 
repo1t-credit-conundmm-2013.pdf. 

63 Irwin Garfinkel, Sara McLanahan, Christopher 
Wimor, eds., Children of the Greal Recession, 

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

Impacts on Businesses. The pandemic 
has also severely impacted many 
businesses, with small businesses hit 
especially hBI'd. Small businesses make 
up nearly half of U.S. private-sector 
employment 64 and play a key role in 
supp orting the overall economic 
recovery as they file responsible for two­
tbirds of net new jobs.65 Since the 
beginning of the pandemic, however, 
400,000 small businesses have closed, 
with many more al risk.6 6 Sectors with 
a large share of small business 
employment have been among those 
with the most drastic drops in 
employment.67 The negative outlook for 
small businesses has continued: As of 
April 2021, approximately 70 percent of 
small businesses reported that the 
pandemic has had a moderate or large 
n egative effect on their business, and 
over a third expect that it will take over 
6 months for their business to return to 
their normal level of operations.sa 

This negative outlook is likely the 
result of many small businesses having 
faced p eriods of closure and having seen 
declining revenues as customers stayed 
home.69 In general , small businesses can 
face greater hurdles in accessing 
credit,70 and many small businesses 
were already financially fragile at the 
outset of the pandemic.7 1 Non-profits, 
which provide vital services to 
communities, have similarly faced 

Russell Sage Foundation (Aug. 2016), available ot 
lrltps://1101'1v.russellsage.orglpublicationslcbildren­
greal-recession. 

01 Board of Governors of the Federal Reserve 
System, supra note 5. 

os U.S. Smull Business Administration, Office of 
Advocacy, Small Businesses Generate 44 Percent of 
U.S. Economic Activity (Jan. 30, 2019), https:// 
advocacy.sba.got'/2019/0l/30/smoll-businesses­
generate-44-percenl-of-u-s-economfr:-uctivityl. 

cm Biden, supra note 6, 
n 1 Daniel Wilmoth, U.S. Small Business 

Administration Office of Advocacy, The Effects of 
the COVID-19 Pandemic on Small Businesses, Issue 
Brief No. 16 (Mar. 2021), Dl'<1i/<1ble at bttps:// 
cdn.advocacy .sba.got,/ t1'p -content/uploads/2021/ 
03/02112318/C0\1ID-19-lmpact-On-Small­
B11siness.pdf. 

00 U.S. Census Bureau, Small Business Pulse 
Survey, https://portol.census.gov/p11/se/datn/ (last 
visited May B, 20 21 ). 

00 Olivia S. Kim et ol., Revonuo Collapses and the 
Consumption of Small Business Owners in the 
Early Stages of the COVID- 19 Pandemic (Nov. 
2020), bttps://1v1vw.nber.orglpapers/11'281.51. 

70 See 11.g., Board of Governors of the Federal 
Reservo Sys tom, Reporl lo Congrnss on the 
Availab ility of Credit to Small Businesses (Sept. 
2017), ovoilnb/e at https://ivm1'.federalroserve.gov/ 
publications/2017-september-availobility-of-credit­
to-small-businesses.hlm. 

11 Alexander W. Barlik el al., The Impact of 
COVfD-19 on small business outcomes and 
expectations, PNAS 117(30): 1765fi-66 (July 28, 
2020), available at bttps:l/1v1v1v.pnns.orglcontent/ 
117/.10/176.56. 
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economic and financial challenges due 
to tho pandomic.12 

Impacts to State, Local, and Tribal 
Governments. Slale, local, and Tribal 
governments have fell subslantial fi scal 
pressures. As noted above, State, local, 
and Tribal governments have faced 
signi ficant revenue shortfalls and 
remain over 1 million jobs below their 
pre-pandemic s taffing levels.73 These 
reductions in staffing may undermine 
the abilily lo deliver services effeclively, 
as well as add to the number of 
unemployed individuals in their 
jurisdictions. 

Exacerbation of Pre-existing 
Disparities. Tho COVID-19 public 
health emergency may have lasting 
negative effects on economic oulcomes, 
particularly in exacorbaUng disparities 
that existed prior lo lbe pandemic. 

The negalive economic impacts of the 
COVID- 19 pandemic arc particularly 
pronounced in certain communities and 
families. Low- and moderate-income 
jobs make up a substantial portion of 
both total pandemic job losses,74 and 
jobs that require in-person frontline 
work, which are exposed to greater risk 
of conlracting COVID-19.75 Bolh factors 
compound pro-exisling vulnerabilities 
and the likelihood of food, housing, or 
al.her financial insecurity in low- and 
moderate-income families and, given 
the concentration of low- and moderale­
income families within certain 
communities,76 raise a substantial risk 
Lhal the effects of the COVID-19 public 
health emergency will be amplified 
within these communities. 

These compounding effect of 
recessions on concentrated poverty and 
the long-lasting nalure of this effect 
were observed after the 2007-2009 
recession, including a large increase in 
concentrated poverly with the number 
of people living in exh·emely poor 

,. Federal Reserve Bank of San Francisco, Impacts 
ofCOVID- 19 au Nonprofits in the Western United 
States (May 2020), Jrttps://www.frbsforg/ 
community-devolopmonl/files/impacl-of-covid­
nonprofils-sei·ving-11•estern-unitod-stotes.pdf 

"Ilureau of Labor Statistics, supra note 8; Elijah 
Moreno & Heathor Sobrepeaia, Tribal entities remain 
resilient ns COVID-19 batters their fin=ces, 
Federal Reserve D=k of Minneapolis (Nov.10, 
2021), hltps:lli1~1·w.minneapolisfed.org/orticle/ 
2020/tribal-enlities-remoin-resi/ient-as-covid-19-
bollers-llaeir-fin ancos. 

>< Kim Parker cl al., Economic Fallont from 
COVl.D-19 Continues to Hit Lower-Income 
Americans tho Hardest, Pew Research Conter (Sept. 
24, 2020), https:l!ivw1v.poll'ms11arch.org/social-
t ren ds/2020/09/24 /economic-fol/au t-from-co1•i d -1 9-
con Ii n ues-lo-hit-101 ver-inco111P.-americans-l he­
Jrardostl; Gould, supm note 55. 

75 See infra Section 11.B of this Snpplementary 
Information. 

10 Elizabeth Kncobone, The Changing geography 
of US poverty, Brookings Institution (Feb. 15, 2017), 
/1tlps://11~1•w.brooki11g.~.edu/1eslimonios/the­

changing-geogrophy-of-us-poverty/. 

neighborhoods more than doubling by 
2010- 2014 relative to 2000.77 

Concenlraled poverty has a range of 
deleterious impacts, including 
additional burdens on families and 
reduced economic potential and social 
cohesion.76 Given the disproportionate 
impact of COVID-19 on low-income 
households discussed above, there is a 
ri sk that the curren l pandemic-induced 
recession could further increase 
concentrated poverty and cause long­
term damage to economic prospects in 
neighborhoods of concentrated poverty. 

The negative economic impacls of 
COVID-19 also include significant 
impacts to children in 
disproportionately affected families and 
include impacts to education, heal th, 
and welfare, all of which contribute lo 
long-term economic oulcomes.79 Many 
low-income and minority s tudents, who 
were disproportionalely served by 
remote or hybrid education during the 
pandemic, lacked the resources to 
participate fully in remote schooling or 
live in households without adults 
available throughout the day lo assist 
with online coursework.80 Given these 
lrends, the pandemic may widen 
educational disparities and worsen 
outcomes for low-income students,8 1 an 

77 Elizabeth Kneebono & Natalie Holmes, U.S. 
concentrated poverty in the wnko of the Great 
Recession, Brookings Institution (Mar. 31, 2016), 
littps:l/11~v1v.brookings.eduh-esearchlu-s­
canccnlralcd-poverly-in-t/ae-wake-of-thc-great­
recession/. 

76 David Erickson el al., Tho Enduring Challenge 
of Concentrated Poverty in America: Cesa Studies 
from Communities Across the U.S. (2008), availci /Jle 
at hllps://11'11~1•.frbsf.orglcommu11ily-devolopmcnll 

files/cp...fullrcport.pdf. 
10 Educational q uality, RS early as Kindergarten, 

has a long-term impact o n children's public health 
and economic outcomes. See, e.g., Tyler W. Walls 
et al., The Chicago School Readiness Project: 
Exumining the long-term impacts of an early 
childhood intervention, PLoS ONE 13(7) (2018), 
available al hllps://joumals.plos.orglplosone/ 
article?id=l 0.1371 /jo11rnal.pone.0200144; 
Opportunity Ins ights, How C!1J1 We Amplify 
Education us an Engine o f Mobility·/ Using big data 
to help children gel tho most from school, https:// 
opport1.1nityinsiglits.orgleducalio11/ (last visited 
Apr. 26, 2021); U.S. Department of Health and 
J-lnm!lJ1 Services (HHS), Office of Disease 
Prevention and Health Promotion, Early Childhood 
Development and Education, https:// 
11~1~v.hea/thypeople.gov/2020/topics-objcclives/ 

lopic/social-determinants-lwalllili11terventions­
rcso1.1rccslearly -c/aildlwod-devo/opmcnl -and­
education (last visited Apr. 26, 2021). 

oo See, e.g., Bacher-Hicks, supm note 14. 
••A Department of Education survey found thut, 

us of February 2021, 42 percent of fourth grade 
students nationwide were offered only romotr. 
education, compared lo 48 percent of economically 
disadvantaged students, 54 porconl of Black 
students and 57 percent of Hispanic studen ts. Large 
districts ofien disproportionntoly serve low-income 
students. Sec Institute of Education Sciences, 
Montltly School Survoy Dashboard, Jrttps:// 
ios.cd.gov/sc/wo/survey/ (Inst visited Apr. 26, 2021). 
In summer 2020, a review found that 74 percent of 
Lho largest l 00 districts chose remote learning only. 

effect that would substantially impact 
their long-term economic outcomes. 
Increased economic strain or malerial 
hardship due to the pandemic could 
also have a long-term impacl on health, 
educational, and economic outcomes of 
young children.82 Evidence suggests 
that adverse conditions in early 
childhood, including exposure Lo 
poverty, food insecurily, housing 
insecurity, or other economic hardships , 
are particularly imIJaclfuJ.ea 

The pandemic's d isproporlionate 
economic impacts are also seen in 
Tribal communities across the 
country-for Tribal governments as well 
as families and businesses on and off 
Tribal lands. In the early months of Lhe 
pandemic, Native American 
unemployment spiked to 26 percent 
and, while partially recovered, remains 
at nearly 11 percent.84 Tribal enterprises 
are a significant source of revenue for 
Tribal governments to support the 
provision of government services. These 
enterprises, notably concentrated in 
gaming, tourism, and hospitality, 
frequenlly closed, significanlly reducing 
both revenues to Tribal governments 
and employment. As a result, Tribal 
governmenls have reduced essential 
services to their citizens and 
communities.85 

Eligible Uses. Sections 602(c)(l )(A) 
and 603(c)(l)(A) permit u se of payments 
from the Fiscal Recovery Funds to 
respond Lo the negative economic 
impacts of the COVID- 19 public health 
emergency. Eligible uses that respond to 
the negative economic impacts of the 
public health emergency musl be 
designed to address an economic harm 
resulling from or exacerbated by the 
public health emergency. In considering 
whether a program or service would be 

Soc Education Week, School Districts' Reopening 
Pl!lJ1s: A Snupshot Oul. 15, 2020), https:// 
1v11'1•.od1vcck.org/leaders/1ip/sc/1aal-districls ­
,.eopening-plans-a-snapshot/2020/07 (last visited 
May 4, 2021). 

o• HHS, supra noto 79. 
o> Hirokuzu Yoshikawa , Effects o f tho Global 

Coronnvirus Disease-2019 Pandemic on Early 
Childhood Development: Short- and Long-Term 
Risks and Mitigating Program and Policy Actions, 
j. of Pediatrics Vol. 223:188- 93 (Ang. 1, 2020), 
m'ailable al hllps://1vll'll'.jpeds.com/article/S0022-
3•176(20)30606-5/alistmcl. 

••Based 011 calculations conducted by the 
Minneapolis Fed 's Center for Indian Country 
Dovolopment using Flood et al. (2020)'s Current 
Popltlolion Survey." Sarah Flood, Miriam King. 
Renae Rodgers, Steven Ruggles and f. Robort 
Warren. Integrated Public Use Microdata Series, 
Cnrronl Population Survey: Version 8.0 [dataset). 
Minneapolis, MN: lPUMS, 2020. hllps://doi.orgl 
10.11J128/D030. V8.0; see also Donna Feir & Charles 
Golding, Native Employment During COVID-19: 
Hard hit in April but Starling lo Rebount? (Aug. 5, 
2020), /rtlps://11'1v1v.111im1P.apolisfed.01glarliclel 
2020/nativo-employmont-during·r.ovid-19-hit-hard­
in-april-/Jut-storling-ta-rebound. 

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

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

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

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

uo In some cases, a use mny he permissible under 
unolher oligiblo uso cutogory even if it falls outside 
the scope of section (c)[l)(A) of the Act. 

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

• Slate Unemployment Insurance 
Trust Funds. Consistent with the 
approach taken in the CRF, recipients 
may make deposits into the stale 
account of the Unemployment Trnst 
Fund established under section 904 of 
the Social Security Act (42 U.S.C. 1104) 
up to the level needed to restore the prn­
pandemic balances of such account as of 
January 27, 2020 or to pay back 
advances received under TiUe Xll of the 
Social Security Act (42 U.S.C. 1321) for 
tlle payment of benefits between January 
27, 2020 and May 17, 2021, given the 
close nexus between Unemployment 
Trust Fund costs, solvency of 
Unemployment Trust Fund systems, 
and pandemic economic impacts. 
Further, Unemployment Trust Fund 
deposits can decrease fiscal strain on 
Unemployment Insurance systems 
impacted by the pandemic. States facing 
a sharp increase in Unemployment 
Insurance claims during the pandemic 
may have drawn down positive 
Unemployment Trust Fund balances 
and, afler exhausting the balance, 
required advances to fund continuing 
obligations lo claimants. Because both 
of these impacts were driven direcUy by 
the need for assistance lo unemployed 
workers during the pandemic, 
replenishing Unemployment Trust 
Funds up lo the pre-pandemic level 
responds to the pandemic's negative 
economic impacts on unemployed 
workers. 

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

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

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

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

o Loans or grants lo mitigate financial 
hardship such as declines in revenues 
or impacts of periods of business 
closure, for example by supporting 
payroll and benefits costs, costs to retain 
employees, mortgage, renl, or utilities 
costs, and other operating costs; 

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

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

As discussed above, these services 
should respond to the negative 
economic impacts of COVID-19. 
Recipients may consider additional 
cri teria to target assistance to businesses 
in need, including small businesses. 
Such cri teria may include businesses 
facing financial insecurity, substantial 
declines in gross receipls (e.g., 
comparable to measures used to assess 
eligibility for Lhe Paycheck Protection 
Program), or other economic harm clue 
to the pandemic, as well as businesses 
with less capaci Ly to weather financial 
hardship, such as the smallest 
businesses, those with less access to 
credit, or those serving disadvantaged 
communities. Recipients should 
consider local economic conditions and 
business data when establishing such 
criteria. 8 7 

• Rehiring Slate, Local, ond Tribal 
Government Staff. State, local, and 
Tribal governments continue lo see 
pandemic impacts in overall staffing 
levels: Slate, local, and Tribal 
government employment remains more 
than 1 million jobs lower in April 2021 
than prior lo the pandemic.so 
Employment losses decrease a slale or 
local government's ability lo effectively 
administer services. Thus, the interim 
final rule includes as an eligible use 
payroll, covered benefits, and other 
costs associated with rehiring public 
sector staff, up lo the pre-pandemic 
staffing level of the government. 

• Aid to Impacted Industries. 
Sections 602(c)(1)(A) and 603(c)(1)(A) 
recognize thal certain industries, such 
as tourism, travel, and hospitality, were 
disproportionately and negatively 
impacted by the COVID-19 public 
health emergency. Aid provided to 
tourism, l.ravel, and hospitality 
industries should respond to the 
negative economic impacls of the 

01 See Federal Reserve Dunk of Cleveland, An 
Uphill Batlle: COVJD- 19's Out.sized Toll on 
Mlnocity-Ownod Firms (Oc:t. 8, 2020), littps:ll 
1v1v11•.cleve/andfed.org/nowsmom-ond-events/ 
publicalions/co111111unily-development-briefslclb-
2020100B-miscra-rvporl.aspx (discussing the 
irupuct ofCOVID-19 on minority owned 
businesses). 

••U.S. Bureau of Labor Statistics, All Employees, 
Stole Government (CES9092000001] and All 
Employees, Local Govemruenl (CES909300000l ], 
retrieved from FRED, Feden1l Reserve Bank of SL. 
Louis, ltllps://fred.stlouisfed.orglseries/ 
CKS9092000001 and /illps://fred.stlouisfcd.orgl 
scries/CKS9093000001 (lost visited May B, 2021). 

pandemic on those and similarly 
impacted industries. For example, aid 
may include assistance to implement 
COVTD-19 mitigation and infection 
prevention measures lo enable safe 
resumption of tourism, lravcl, and 
hospitality services, for example, 
improvements to ventilation, physical 
barriers or partitions, signage to 
facilitate social distancing, provision of 
masks or personal protective equipment, 
or consultation with inicction 
prevenlion prnfessionals to develop safe 
reopening plans. 

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

When considering providing aid to 
industries other than tow·ism, travel , 
and hospitality, recipients should 
consider the exlenl of the economic 
impact as compared to tourism, lravel, 
and hospitality, the industries 
enumerated in the sta lule. For example, 
on not, the leisure and hospitality 
industry has experienced an 
approximately 24 percent decline in 
revenue and approximately 17 percent 
decline in employment nationwide due 
to the COVID-19 public health 
emergency.8 9 Recipients should also 
consider whether impacts were due to 
the COVID-19 pandemic, as opposed to 
longer-term economic or industrial 
lrends unrelated to the pandemic. 

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

•° From February 2020 lo April 2021 , 
employment in "Leisure and hospitality" has fallen 
by approximately 17 percent. Seo U.S. Bureau of 
Labor Statistics, All Employeos, Leisure and 
Hospitality, retrieved from FRED, Federal Reserve 
Dank of St. Louis, ltllps://fl'Bd.stlouisfecl.orglsei·ills/ 
USLAH(lasl visited May 8, 2021). From 2019Q4 to 
2020Q4, gross output (e.g. revenue) in urls, 
entertainment, recreation, accommodation, and 
food services has fallen by approximately 24 
percent. See Bureau of Economic Analysis, News 
Release: Gross Domestic Product (Thil'd Estimate), 
Corporate Profits, and GDP by Industry, Fourlh 
Quarter and Year 2020 (Mar. 25, 2021), Table 17, 
littps://w11•1v.l1P.a.gav/siles/defaultlfilcs/2021-03/ 
gdp4q20_3rd.pdf. 

tourism, l.ravel, hospitality, and olher 
impacted industries, and ils connection 
to negative economic impacts of the 
pandemic. Recipients also should 
maintain records to supporl their 
assessment of bow businesses or 
business clislricts receiving assistance 
were affected by tho negative economic 
impacts of the pandemic and how the 
aid provided responds to these impacts. 

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

Specifically, Treasury will presume 
that certain types of services, outlined 
below, are eligible uses when provided 
in a QCT, lo families and individuals 
living in QCTs, or when these services 
are provided by Tribal governments.90 

Recipients may also provide these 
services lo other populations, 
households, or geographic ru·eas 
disproportionately impacted by the 
pandemic. In identifying these 
disproporlionately impacted 
communities, recipients should be able 
to support their determination that the 
pandemic resulted in disproportionate 
public health or economic outcomes to 
the specific populations, households, or 
geographic areas lo be served. The 
interim fi nal rule identifies 11 non­
exclusive lisl of uses that address the 
disproportionate negative economic 
effects of the COVID-19 public health 
emergency, including: 

o Building Stronger Communities 
through Investments in Housing and 
Neighborhoods. The economic impacts 
of COVTD-19 have likely been most 
acute in lower-income neighborhoods, 
including concenlraled areas of high 
unemployment, limited economic 
opportunity, and housing insecurity.91 

00 HUD, supra note 48. 
01 Stuart M. Butler & Jonathon Grahinsky, 

Tackling the legacy of persistent urban inequality 
and concentrated poverty, Brookings Institution 
(Nov. 16, 2020), lrttps://ww1v.brookings.eclu//1/og/ 
up-front/2020111 /16/lackling-1 lie-legacy-of-

Conlinuod 
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Services in this category alleviate the 
immediate economic impacts of the 
COVID- 19 pandemic on housing 
insecurity, while addressing conditions 
lhal contributed to poor public health 
and economic outcomes during the 
pandemic, namely concentrated areas 
with limited economic opportunity and 
inadequate or poor-quality housing.92 

Eligible services include: 
• Services to address homelessness 

such as supportive housing, and to 
improve access lo stable, affordable 
housing among unhoused individuals; 

• Affordable housing development to 
increase supply of affordable and high­
qualily living units; and 

• Housing vouchers, residential 
counseling, or housing navigation 
assistance to facilitate household moves 
to neighborhoods with high levels of 
economic opportunity and mobility for 
low-income residents, lo help residents 
increase their economic opportunity 
and reduce concentrated areas of low 
economic opporlunity.93 

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

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

• Providing assistance to high-poverty 
school districts to advance equitable 
funding across districts and 
geographies; 

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

pel'siste11l·ul'bo11·i1111quo/ity·ond·concenlroted­
poverty/. 

• 2 U.S. Depurtment or Health and Human Services 
(HHS), Office of Disease Prevention and Health 
Promotion, Quality of Hous ing, https:// 
1vnov.heo/thypaoplc.gov/2020/topics-objeclives/ 
topic/ sociol·determi11anls·healt11/iI1te11,entions· 
1·esources/quality·af-hou.•ingll 11 {last visited Apr. 
26, 2021). 

O>Tho Opportunity Atlas, https:// 
11•m1'.opportunityotlas.orgl (last visited Apr. 26, 
2021); Raj Chatty & Nathaniel Hendren, The 
Im poets of Neighborhoods on Intergenerational 
Mobility 1: Childhood Exposure Effects, Quarterly). 
or Econ. 13:!(3):1107-162 (2018), available at 
https://opportunityinsights.org/poper! 
neighboi11oodsi/. 

extended learning and emiclunenl 
programs; and 

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

o Promoting Healthy Childhood 
Environments. Children's economic and 
family circumstances have a long-term 
impact on their future economic 
outcomes.114 Increases in economic 
hardship, material insecurity, and 
parental stress and behavioral health 
challenges all raise the risk of long-term 
harms lo today's children due to the 
pandemic. Eligible services to address 
this challenge include: 

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

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

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

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

0 • See supra notes 52 and 84. 

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

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

For the same reasons, this category of 
eligible uses would not include 
satisfaction of any obligation arising 
under or pursuant to a settlement 
agreement, judgment, consent decree, or 
judicially confirmed debt restructuring 
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plan in a judicial, administrative, or 
regulatory proceeding, except to the 
extent the judgment or selllement 
requires L1ie provision of services that 
wouJd respond to tho COVID-19 public 
health emergency. Thal is, satisfaction 
of a settlement or judgment would not 
itself respond lo COVID-19 with respect 
lo the public health emergency or its 
negative economic impacts, unless tho 
settlement requires the provision of 
services or aid that did directly respond 
lo these needs, as described above. 

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

Question 1: Are there other types of 
services or costs that Treasury should 
consider as eligible uses to respond to 
the public health impacts of COVID-19? 
Describe how these respond to the 
COVID-19 public health eme1gency. 

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

Question 3: The interim final rule 
permits rehiring of public sector staff up 
to the government's pre-pandemic 
staffing level, which is measured based 
on employment as of January 27, 2020. 
Does this approach adequately measure 
the pre-pandemic staffing level in a 
manner that is both accurate and easily 
administrable? Why or why not? 

Question 4: The interim final rule 
peimits deposits to Unemployment 
Insurance Trust Funds, or using funds 
to pay back advances, up to the pre­
pandemic balance. What, if any, 
conditions should be considered to 
ensure that funds repair economic 
impacts of the pandemic and strengthen 
unemployment insurance systems? 

Question 5: Are there other types of 
services or costs that Treasury shot1ld 
consider as eligible uses to respond to 
the negative economic impacts of 
COVID-19? Describe how these respond 
to the COVID-19 public health 
eme1gency. 

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

affected by the COVID-19 public heallh 
eme1gency? 

Question 7: What are the advantages 
and disadvantages of using Qualified 
Census Tracts and senrices provided by 
Tribal governments lo delineate where a 
brnader range of eligible uses are 
presumed to be responsive to the public 
health and economic impacts of 
COVID-19? What oilier measures might 
Treaswy consider? Are there olher 
populati011s or geographic areas that 
were dispropo1tionately impacted by the 
pandemic llwl should be explicitly 
included? 

Question B: Are /here other senrices or 
costs that Treasury should consider as 
eligible uses to respond to the 
disprnportionate impacts of COVID-19 
on low-income populations and 
communities? Describe how these 
respond to tl1e COVID-19 public health 
eme1gency or its negative economic 
impacts, including its exacerbation of 
pre-existing challenges in these areas. 

Qt1estion 9: The interim final rule 
includes eligible uses to suppo1t 
affordable housing and stronger 
neighborhoods in disproportionately­
impacted communities. Disct1ss the 
advantages and disadvantages of 
explicitly including other uses to 
support affordable housing and stronger 
neighbodwods, including relwbilitation 
of blighted properties or demolition of 
abandoned or vacant properties. In 
what ways does, or does not, this 
potential use address public health or 
economic impacts of the pandemic? 
What considerations, if any, could 
support use of Fiscal Recove1y Funds in 
ways that do not result in resident 
displacement or loss of affordable 
housing units? 

B. Premium Pay 
Fiscal Recovery Funds payments may 

be used by recipients Lo provide 
premium pay to eligible workers 
performing essential work during the 
COVID- 19 public health emergency or 
lo provide grants lo third-party 
employers with eligible workers 
performing essential work.05 These are 
workers who have been and continue to 
be relied on to maintain continuity of 
operations of essential critical 
infrastructure sectors, including those 
who arn critical to protecting the health 
and wellbeing of their communities. 

Since the start of the COVID-19 
public health emergency in January 
2020, essential workers have put their 
physical wellbeing al risk lo meet the 
daily needs of their communities and lo 
provide care for others. In the course of 
L11is work, many essential workers have 

os SP.cl ions 602(c)(1)(0), 603(c)(l)(R) of llte Act. 

contracted or died of COVID-19.9 r. 
Several examples reflect the severity of 
the health impacts for essential workers. 
Meat processing plants became 
"hotspots" for transmission, w ith 700 
new cases reported at a single plant on 
a single day in May 2020.97 In New York 
City, 120 employees of tho Metropolitan 
Transit Authority were estimated to 
have died due to COVID-19 by mid-May 
2020, with nearly 4,000 testing positive 
for the virus.98 Furthermore, many 
essen tial workers are people of color or 
low-wage workers.99 These workers, in 
particular, have borne a 
disproportionate share of the health and 
economic impacts of the pandemic. 
Such workers include: 

• Staff at nursing homes, hospitals, 
and home care sellings; 

• Workers at farms, food production 
facilities, grncery stores, and 
restaurants; 

• Janitors and sanitation workers; 
• Truck drivers, transit staff, and 

warehouse workers; 
• Public health and safety staff; 
• Childcare workers, educators, and 

other school staff; and 
• Social service and human services 

staff. 
During the public health emergency, 

employers ' policies on COVID- 19-
related hazard pay have varied widely, 
with many essential workers not yet 
compensated for the heightened risks 
they have faced and continue to face.100 

••See, e.g., Centers for Disease Control and 
Prevention, COVID Dala Tracker: Cases & Donlh 
11111011g Heal thcare Personnol, https://covid.cdc.govl 
covid-dota-trackerl#health-cru:e-pc1·sonnel (last 
visited May 4, 2021); Centers for Disease Control 
nnd Prevention, COVID Data Tracker: Confirmed 
COVID-19 Cases nncl Deall1s among Staff and Rate 
per 1,000 Resident-Weeks in Nursing Homes, by 
Weck-United Stales, littps://co1,id.cdc.gov/covid­
data-trockcrl#nursing-home-staff(lasl visited May 
4 , 2021). 

01 See, e.g., The Lancet, Tho plight of essential 
workers during the COVID-19 pandemic, Vol. 395, 
lssue 10237:1587 (May 23, 2020), available at 
https:/hv1v11'. l/1elancet .com/journals/lancet/article/ 
l'llS01'10-6736%2820%2931200-9/fulltoxt. 

""Id. 
•• Joanna Gailens cl 111., Covid-19 and essential 

workors: A narrative review of health outcomes and 
moral injury, ln.l'l J. of Envll. Research and Pub. 
Health 1U(4):1 446 (Feb. 4, 2021), availa/1/e al 
https:/lpubmcd.ncbi.nlm.11il1.gov/33557075/; Tiana 
N. Rogers el al., Racial Disparities in COVID-19 
Mortality Among Essential Workers in the United 
Stales, World Med. & Health policy 12(3):311-27 
(Ang. 5, 2020), ovoilable ot https:// 
onlinclibrary.ll'iley.com/doi/full/10.1002/ivmh3.358 
(finding that vulnorabilily lo coronavirus exposure 
was increased among non-Hispanic bl11cks, who 
cUsproporlionnlcly occupied the top nine osscntial 
occnpalions). 

to•Rconomic Policy ln.sliluto, Only 30% of those 
working outside their home are receiving huzard 
pay (June 16, 2020), https://w1vw.epi.org/press/only-
30.of-those-11•orki11g-outside-thcir-home-ore­
receivillg-hazard-pay-/Jlack-and-liisponic-1vorkers-
01'P.·lllOSt-co11cemed-aboul-bringi11g-tli11-
coronavin1s-homel. 
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Many of these workers earn lower wages 
on average and live in 
socioeconomically vulnerable 
communities as compared lo the general 
population.101 A recent study found that 
25 percent of essential workers were 
estimated to have low household 
income, with 13 percent in high-risk 
households.102 The low pay of many 
essential workers makes them less able 
to cope with the financial consequences 
of the pandemic or their work-related 
health risks, including working hours 
lost due lo sickness or disruptions to 
childcare and other daily routines, or 
the likelihood of COVID-19 spread in 
their households or communities. Thus, 
the threats and costs involved with 
maintaining the ongoing operation of 
vital faci lities and services have been, 
and continue to be, borne by those that 
are often the most vulnerable lo the 
pandemic. The added health risk to 
essential workers is one prominent way 
in which the pandemic has amplified 
pre-existing socioeconomic inequities. 

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

Sections 602(g)(2) and 603(g)(2) 
define eligible worker lo mean " those 
workers needed to maintain continuity 
of operations of essential critical 
infrastructure sectors and additional 
sectors as each Governor of a Stale or 
territory, or each Tribal government, 
may designate as critical to protect the 
health and well-being of the residents of 
their State, territory, or Tribal 
government." 10~ The rule incorporates 
this definition and provides a list of 
industries recognized as essential 
critical infrastructure sectors.104 These 
sectors include healthcare, public health 
and safety, childcare, education, 
sanitation, transportation , and food 
production and services, among others 

111 1 McCormack, supm note 37. 
102 /d. 

10> Sections 602(g)(2), 603(g)(2) of the Act. 
10·1 Tho List of critical infrastructure sectors 

provided in Lhe interim final rule is based on the 
list of essential workers under The Heroes Act, H.R. 
BUUO, 116lh Cong. (2020). 

as noted above. As provided under 
sections 602(g)(2) and 603(g)(2), the 
chief executive of each recipient has 
discretion to add additional seclors to 
th is list, so long as additional sectors are 
deemed critical to protect the health and 
well-being of residents. 

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

As such, providing premium pay to 
eligible workers responds to such 
workers by helping address the 
disparity between tho critical services 
and risks taken by essential workers and 
the relatively low compensation they 
tend to receive in exchange. If premium 
pay would increase a worker's total pay 
above 150 percent of their residing 
slale's average annual wage for all 
occupations, as defined by the Bureau of 
Labor Statistics' Occupational 
Employment and Wage Statistics, or 
their residing county's average annual 
wage, as defined by the Bureau of Labor 
Statistics' Occupational Employment 
and Wage Statistics, whichever is 
higher, on an annual basis, the State, 
local, or Tribal government must 
provide Treasury and make publicly 
available, whether for themselves or on 
behalf of a grantee, a written 
justification of how the premium pay or 
grant is responsive to workers 
performing essential worker during the 
public health emergency.105 

10s County median annual wage is taken lo be thul 
of the metropolitan or nonmelropolitun urea that 
includes the county. Seo U.S. Dureau of Labor 
Statistics, State Occupational Employnrnnl and 
Wage Estirnates, hllp~:l/ww1v.b/s.govloes/current/ 

0Hssrcsl./11m (Inst visited May l , 2021); U.S. Bmeau 

The threshold of 150 percent for 
requiring additional wl'illen justification 
is based on an analysis of the 
distribution of labor income for a 
sample of 20 occupations that generally 
correspond to the essential workers as 
defined in the inlerim final r ule.106 For 
these occupations, labor income for the 
vas t majority of workers was under 150 
percent of average annual labor income 
across all occupations. Treasmy 
anticipates that the threshold of 150 
percent of the annual average wage will 
be greater than the annual average wage 
of the vast majority of eligible workers 
performing essential work. These 
enhanced reporting requirements help 
to ensure grants are directed to essential 
workers in critical infrastructure sectors 
and responsive lo the impacts of the 
pandemic observed among essential 
workers, namely the mis-alignment 
between health risks and compensation. 
Enhanced reporting also provides 
transparency Lo the public. Finally, 
using a localized measure refl ects 
differences in wages and cost of living 
across the country, making this standard 
administrable and reflective of essential 
worker incomes across a diverse range 
of geographic areas. 

Fw·thermore, because premium pay is 
intended to compensate essential 
workers for heightened r isk due to 
COVID-19, it must be entirely additive 
to a worker's regular rate of wages and 
other remuneration and may nol be used 
to reduce or subslilule for a worker's 
normal earnings. The definition of 
premium pay also clarifies that 
premium pay may be provided 
retrospectively for work performed al 
any time since the start of the COVID-
19 public health emergency, where 
those workers have yet to be 
compensated adequately for work 
previously performed.101 Treasmy 
encourages recipients to prioritize 
providing relTOspeclive premium pay 
where possible, recognizing that many 
essential workers have not yet received 
additional compensation for work 
conducted over the course of many 

of Labor Stalistic:s, Muy Z020 Metropolitan and 
Nonmetropolitan Arca Estimates listed by county or 
lown, /1tlps://11•1v1v.bkgov/0Rs/cummllcounty_ 
links.him (last visited May 1, 2021). 

' "" Treasury performed this analysis with data 
from Lho U.S. Census Bureau's 2019 Ammal Social 
and Economic Supplement. Jn determining which 
occupations to include in this analysis, Treasury 
oxcludod management and supervisory positions, as 
such positions may not necessarily involve regular 
in-person internctions or physical handling of items 
to tho snmo extent as non-managerial positions. 

107 Howovor, such compensation musl be uin 
addition to" l'emuneralion or wages already 
received. Thal is, employers may nol redu ce such 
workers' current pay and use Fiscal Recovery Funds 
to compensate themselves for premium pay 
previonsly provided to lhe worker. 
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months. Essential workers who have 
already earned premium pay for 
essential work performed during the 
COVID- 19 public health emergency 
remain eligible for additional payments, 
and an essential worker may receive 
bolh retrospective premium pay for 
prior work as well as prospective 
premium pay for current or ongoing 
work. 

To ensure any grants respond to the 
needs of essentia l workers and are made 
in a fair and transparent manner, Lhe 
rule imposes some additional reporting 
requiremen ts for grants to third-pruty 
employers, including the public 
disclosure of grants provided. See 
Section Vin of this SUPPLEMENTARY 

INFORMATION, discussing reporting 
requirements. In responding to the 
needs of essential workers, a grant to an 
employer may provide premium pay to 
eligible workers performing essential 
work, as these terms are defined in lhe 
interim final rule and discussed above. 
A grant provided lo an employer may 
also be for essential work performed by 
eligible workers pursuant to a contract. 
For example, if a municipality contracts 
with a third pa:rly to perform sanitation 
work, the third-party contractor could 
be eligible to receive a granl lo provide 
premium pay for these eligible workers. 

Question 10: A re there additional 
sectors beyond those listed in the 
interim final rule that should be 
considered essential critical 
infrastructure sectors? 

Question 11: Whal, if any, additional 
criteria should Treasury consider to 
ensure that premium pay responds to 
essential workers? 

Question 12: What consideration, if 
any, should be given to the criteria on 
sal01y threshold, including measure and 
level, for requiring written justification? 

C. Revenue Loss 
Recipients may use payments from 

the Fiscal Recovery Funds for the 
provision of government services to the 
exlent of the reduction in revenue 
experienced due lo the COVID-19 
public heallh emergency.108 Pursuant to 
sections 602(c)(l)(C) and 603(c)(l)(C) of 
the Act, a recipient's reduction in 
revenue is measured relative to the 
revenue collected in the most recent full 
fiscal yeru· prior to the emergency. 

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

100 ARPA, supra nolo 16. 

period 2019.1 00 At the local level, nearly 
90 percent of cities have reported being 
less able lo meet the fiscal needs of their 
communities and, on average, cities 
expect a double-digit decline in general 
fund revenues in their fiscal year 
2021.110 Similarly, surveys of Tribal 
governments and Tribal enterprises 
found majorities of respondents 
reporting subslanlia 1 cost increases and 
revenue decreases, with Tribal 
governments reporting reductions in 
healthcare, housing, social services, and 
economic development activities as a 
resu lt of reduced r evenuos.111 These 
budget shortfalls arc particularly 
problematic in the current environment, 
as Stale, local, and Tribal governments 
work lo mitigate and contain the 
COVID-19 pandemic and help citizens 
weather the economic downturn. 

Further, State, local, and Tribal 
government budgets affect the broader 
economic recovery. Dming the period 
following the 2007-2009 recession, 
Slate and local governmen t budget 
pressures led to fiscal austerity that was 
a significant drag on the overall 
economic recovery.1 12 Inflation­
adjuslecl State and local government 
revenue did not return lo the previous 
peak until 2013,11~ while State, local, 
and Tribal government employment did 
not recover to its prior peak for over a 
decade, until August 2019-just a few 
months before the COVID-19 public 
health emergency began.114 

Ill• Major sources includo personal income tax, 
corporate income tax, sales tax, and property tax. 
See Lucy Dadayon .. States Reported Revenue 
Growth in July-September Quarter, Reflecting 
Revenue Shills from the Prior Quarter, State Tax 
and Econ. Rev. (Q. 3, 2020), available al https:// 
1v1v1v.urho11.org/sites/defoult/filos/p11b/iccllio11/ 
103938/slalc-la.Y·oml-eco110111ic-ceviell'·2020·q3_ 
O.pdf. 

1111 National League of Cities, City Fiscal 
Conditions (2020), available al https://wll'll'.nlc.org/ 
ll'p-conlenl/11ploods/20211/01J/City_Fiscal_ 
Condilions_2020_FINAL.pdf 

111 Surveys conducted by tho Canter for Indian 
Country Dovolopment at the Federal Reserve Uank 
of Minneapolis in March, April, nnd September 
2020. See Moreno & Sobrepena, supra note 73. 

112 Seo, e.g., Fitzpatrick, Haugbwout & Sotren, 
Fiscal Drag from tho Stulo uncl Local Sector!, 
Liberty Strool Economics Blog, Federal Reserve 
Bank of New York (Juno 27, 2012), hllps:// 
11~1~1·.libc11yslr11eleconomics.ne11•yorkfcd.org/2012/ 
06/fiscol-drag-from-lhe-slnle·olld-/ocol-sector.html; 
Jiri Jonas, Great Recession nnd Fiscal Squeeze at 
U.S. Subnational Government Level, IMF Working 
Paper 12/184, (July 2012), ovoilob/e al ltttps:// 
iv11•1v.i111forg/external /pubs/ft/wp/2012/ 
1vp12184.pdf; Gordon, supra note 9. 

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

11 4 U.S. Durouu of Luhor Statistics, All Employees, 
State Government [CES9002000001] and All 
Employees, Local Government [CES9093UUIJU01 ). 

Sections 602(c)(l)(C) and 603(c)(l)(C) 
of the Acl allow recipients facing budget 
shortfalls to use payments from the 
Fiscal Recovery Funds lo avoid cuts to 
government services and, thus, enable 
State, local , and Tribal governments lo 
continue to provide valuable services 
and ensure that fiscal austeri ty measures 
do not hamper the broader economic 
recovery. The interim final rule 
implements these provisions by 
establishing a defi nil ion of "general 
revenue" for purposes of calculat ing a 
loss in revenue and by providing a 
methodology for calculating revenue 
Josi due lo Lhe COVID-19 public health 
emergency. 

General Revenue. The interim final 
rule adopts a deCinilion of "general 
revenue" based largely on the 
components reported under "General 
Revenue from Own Sources" in the 
Census Bureau's Annual Survey of Stale 
and Local Government Finances, and for 
purposes of this interim final rule, helps 
lo ensure that the componen ts of general 
revenue would be calculated in a 
consistent manner.11s By relying on a 
methodology that is both familiar and 
comprehensive, this approach 
minimizes burden to recipients and 
provides consistency in the 
measurement of general revenue across 
a diverse set of recipients. 

The interim final rule defines the term 
"general revenue" lo include revenues 
collected by a recipient and generated 
from its underlying economy and would 
capture a range of different types of tax 
revenues, as well as other types of 
revenue that arc available to support 
government services.11G In calculating 
revenue, recipients should sum across 
all revenue streams covered as general 
revenue. This approach minimizes the 
administrative burden for recipients, 
provides for greater consistency across 
recipients, and presents a more accurate 
representation of Lhe overall impact of 

retrieved from FRED, Federal Reserve Bank of St. 
Louis, hllps://fred.sllouisfcd.org/sel'iesl 
CES9092000001 anti hllp.~://fred.st/ouisfcd.orgl 
series/CES9093000001 (lust visited Apr. 27, 2021). 

1 1s U.S. Census Bureau, Annunl Survey of State 
and Local Government Finauces, lttlps:// 
1v11•1v.ce11sus.gov/programs-surv11ys/gov­
finances.hlml (last visited Apr. 30, 2021). 

110 Tho interim final rule would define tux 
revenue in a manner cons istent with the Census 
Bureau's definition of tax rovonuo, with certain 
changes (i.e., inclusion of revenue from liquor 
stores and certain i.ntorgovernmental transfers). 
Current charges are defined as "charges imposed for 
provicting current services or for Ute sale of 
products in connection with general government 
activities." ll includes revenues such as public 
education institution, public hospital, and toll 
revenues. Miscellaneous general revenue comprises 
of all other gonoral revenue of gover.nments from 
their own sources (i.e., other thun liquor store, 
uti li ty, uml insurance Lrnst revenue). including 
rents, royalties, lottery proceeds, um! fi nes. 
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the COVID- 19 public health emergency 
on a recipient's revenue, rather than 
relying on financial reporting prepared 
by each recipient, which vary in 
methodology used and which generally 
aggregates revenue by purpose rather 
than by source.117 

Consistent with the Census Bureau's 
definition of "general revenue from own 
sources," the definition of general 
revenue in the interim final rule would 
exclude refunds a.nd other correcting 
transactions, proceeds from issuance of 
debt or the sale of investments, and 
agency or private lrusl transactions. The 
definition of general revenue also would 
exclude revenue generated by utilities 
and insurance trusts. In this way, the 
definition of general revenue focuses on 
sources Uial are generated from 
economic activity and are available to 
fund government. services, rather than a 
fund or administrative unit established 
to account for and control a particular 
aclivity.110 For example, public utilities 
typically require financial support from 
the Stale, local, or Tribal government, 
rather than providing revenue lo such 
government, and any revenue that is 
generated by public utilities typically is 
used to support the public utility's 
continued operation, rather than being 
used as a soUl'ce of revenue to support 
government services generally. 

The definition of general revenue 
would include all revenue from Tribal 
enterprises, as this revenue is generated 
from economic activity and is available 
to fund government services. Tribes are 
not able lo generate revenue through 
laxes in the same manner as Stale and 
local governments and, as a result, 
Tribal enterprises are critical sources of 
revenue for Tribal governments that 
enable Tribal governments to provide a 
range of services, including elder care, 
health clinics, wastewater management, 
and forestry. 

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

111 Fund-oriented reporting, such ns whnl is used 
w1der the Governmental AccoWlting Standards 
Board (GASB), focuses on the types of uses and 
uclivitios funded by lho revenue, as opposed lo the 
cconon:Uc activity from which lhe revenue is 
sourced. Seo Governmental AccoWlting Standards 
Series, Slnlomonl No. 54 of lhe Govermnenlal 
Accounting Standards Board: Fund Balance 
Reporting nnd Govornmenlul FWld Typo 
Definltions, No. 267- B (Feh. 2009). 

11 11 Supra note 116. 

intergovernmental transfers. When 
attributing revenue lo a unil of 
governmenl, the Census Bureau's 
methodology considers which unit of 
government. imposes, collects, and 
retains the revenue and assigns the 
revenue to the unit of government that 
meets at least two of those three 
factors .11Q For purposes of measuring 
loss in general revenue due to the 
COVID- 19 public heallh emergency and 
to better allow continued provision of 
government services, the retention and 
ability lo use lhe revenue is a more 
crit ical factor. Accordingly, and to better 
measure the funds available for the 
provision of government services, the 
definition of generaJ revenue would 
include intergovernmental transfers 
from Stales or local governments other 
than funds transferred pursuant to 
ARPA, CRF, or another Federal 
program. This formulation recognizes 
the importance of State transfers for 
locaJ government. revenue.120 

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

110 U.S. Census Bureau, Government Finunco and 
Employment Classification Manual (Dec. 2000), 
hNps://ww1v2.census.gov/govs/clnss/classfull.pdf. 

120 l~or example, in 2018, stale transfers lo 
localities accounted for approximately 27 percent of 
local revenues. U.S. Census Bureau, Annual Survey 
of Stale and Local Government Finances, Table 1 
(2018), litlp.~://11•iv11•. cens11s.gov/clato/da tasets/201B/ 

P.con/lor.a//p11blic-11so-datascts.html. 
121 For example, following the 2007---09 recession, 

local government properly lax collections did nol 
begin lo decline until 2011, suggesting lhal properly 
lox colloclion declines con lag downturns. See U.S. 
Bureau of Economic Analysis, Personal current 
loxes: Slulo and local: Property taxes 
[S210401A027NBEA), retrieved from Federal 
Rosorvo Economic Data, Federal Reserve Bank of Sl. 
Louis, hNps://fred.stlouisfed.org/grapli/?g=r:J YI (lasl 
visited Apr. 22, 2021). Estin1ating the reduction in 
revenue al points throughoul the covered period 
will allow for lhis typo of lagged effect to be taken 
into account during lhe covered period. 

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

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

Recipients should calculate the extent 
of the reduction in revenue as of four 
points in lime: December 31, 2020; 
December 31, 2021; December 31, 2022; 
and December 31, 2023. To calculate the 
extent of the reduction in revenue at 
each ofthese dates, recipients should 
follow a four-step process: 

• Step 1: Identity revenues collected 
in the most recent full fiscal year prior 
to the public health emergency (i.e., last 
full fiscal year before January 27, 2020), 
called the base year revenue. 

• Step 2: Estimate counter/actual 
revenue, which is equal to base year 
revenue* ((1 +growth adjustment) A (n/ 
12)]. where n is the number of months 
elapsed since tho end of the base year 
lo the calculation dale, and growth 
adjustment is the greater of 4.1 percent 
and the recipient's average annual 
revenue growth in the three full fiscal 

122 Togelhor wilh revenue from liquor stores from 
2015 lo 2018. This estimate does not include any 
inlergovernmentul lrunsfors. A rocipionl using lhe 
throe-year average to calculate lheir growth 
adjuslmenl musl be based on the definition of 
general rnvtmuc, including lrcalmont of 
inlcrgovemmonlal transfers . 2015- 2018 represents 
lhe mosl recent available data. See U.S. Census 
Bureau, Stale & Local Govommcnl Finance 
Hislorical Dalasots and Tables (2018), hllps:// 
ll'll'll'.ce11sus.gov/pmg1rn11.~-sucveys/gov-finances/ 
data/ datasets.html. 
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years prior to L110 COVID-19 public 
heallJ1 emergency. 

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

• Step 4:The extent of the reduction 
in revenue is equal to counterfactual 

As of: 

revenue less actual revenue. If actual 
revenue exceeds counterfactual revenue, 
the extent of the reduction in revenue is 
set to zero for that calculation dale. 

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

12/31/2020 

n (months elapsed) .................. ......................... ............. .. ...... .. .. ..................... . 18 
106.2 Counterfactua/ revenue: .......... ............. ............................ ................. ........ ..... . 

The overall methodology for 
calculating the reduction in revenue i s 
illustrated in lhe figure below: 

140 c::::=:J Base year revenue 

Extent of reduction in revenue 
130 - Actual revenue (last twelve months) 

- +- - Counterfactual revenue 
120 

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

12/31/2021 

30 
110.6 

12/31/2022 

-

42 
115.1 

-----

12/31/2023 

54 
119.8 

------
110 ------------100 - - -

90 

80 

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

Sections 602(c)(1)(C) and 603(c)(1)(C) 
of the Act provide recipients with broad 
latitude to use lJ10 Fiscal Recovery 
Funds for L110 provision of government 
services. Government services can 
include, but are not limited to, 
maintenance or pay-go funded 
building 123 of infrastructure, including 
roads; modernizalion of cybersecurity, 
including hardware, software, and 
protection of critical infrastructure; 
health services; environmental 
remediation; school or educational 
services; and the provision of police, 
fire, and other public safety services. 
However, expenses associated with 
obligalions under instruments 
evidencing financial indebtedness for 

12> Pay-go infrastmclurc funding refers lo lh.o 
practice of funding capital projects with cash-on­
hund from laxes, foes, grants , and other sources, 
rather than wiU1 borrowed sums. 

borrowed money would nol be 
considered 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 outstanding debt 
instrument, including, for example, 
short-term revenue or tax anticipation 
notes, or fees or issuance costs 
associated with the issuance of new 
debt. For the same reasons, government 
services would not include satisfaction 
of any obligation arising under or 
pursuant lo a settlement agreement, 
judgment, consent decree, or judicially 
confirmed debt reslructming in a 
judicial , administrative, or regulatory 
proceeding, except if Lhe judgment or 
settlement required the provision of 
government services. That is, 
satisfaction of a settlement or judgment 
itself is not a government service, unless 
the settlement required the provision of 
governmenl services. In addition, 
replenishing financial reserves (e.g., 
ra iny day or other reserve funds) would 

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

Question 13: Are there sources of 
revenue that either should or should not 
be included in the interim final mle's 
measure of"general revenue" for 
recipients? If so, discuss why these 
sources either should or should not be 
included. 

Question 14: In the interim final rule, 
recipients are expected to calculate the 
reduction in revenue on an aggregate 
basis. Discuss the advantages and 
disadvantages of, and any potential 
concerns with, this approacl1, including 
circumstances in which it could be 
necessa1y or appropriate to calculate 
the reduction in revenue by source. 

Question 15: Treasury is considering 
whether to take into account other 
factors, including actions taken by the 
recipient as well as the expiration of the 
COVID-19 public health emergency, in 
determining whether to presume that 
revenue losses are "due to" the COVID-
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19 public health emergency. Discuss the 
advantages and disadvantages of this 
presumption, including when, if ever, 
during the covered period it would be 
appropriate to reevaluate the 
presumption that all losses are 
attributable to the COVID-19 public 
health emergency. 

Question 16: Do recipients anticipate 
lagged revenue effects of the public 
health emergency? If so, when would 
these lagged effects be expected to 
occur, and what can Treasury to do 
support these recipients thrnugh its 
implementalion of the program? 

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

D. Investments in Infrastructure 

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

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

124 Treasury notes lhal using funds to support or 
oppose collectivo blll'8aining would not be included 
os part of "necessary inveslmenls in walor. sewer, 
or broadband infraslructuro." 

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

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

1. Waler and Sewer Infrastructure 

The ARPA provides funds to State, 
local , and Tribal governments to make 
necessary investments in water and 
sewer infraslruclure.12s By permitting 
funds to be used for water and sewer 
infrastruclure needs, Congress 
recognized the cri tical role that clean 
drinking waler and services for the 
collection and treatment of wastewater 
and stormwater play in protecting 
public health. Understancling that State, 
local, and Tribal governments have a 
broad range of water and sewer 
infrastructure needs, the interim final 
rule provides these governments with 
wide latitude to identify investments in 
water and sewer infrastruc ture that are 
of the highest priority for their own 
communities, which may include 
projects on privately-owned 
infrastructure. The interim final rule 
does this by aligning eligible uses of the 
Fiscal Recovery Funds with the wide 
range of types or categories of projects 
that would be eligible to receive 
financial assistance through the 
Environmental Protection Agency's 
(EPA) Clean Water State Revolving 
Fund (CWSRF) or Drinking Waler State 
Revolving Fund (DWSRF).126 

120sections 602(c)(l)(D), 603(c)(l)(D) of the Act. 
12• Jfavironmental Protection Agency, Drinking 

Water Slate Revolving fund, https:llwm1'.epa.gov/ 
dwsrf (lusl visited Apr. 30, 2021); Environmental 
Protection Agency, Clean WHter Slalo Revolving 
Fwid, https:llMv1v.epo.gov/c1vs1f(last visited Apr. 
30, 2021). 

Established by the 1987 
amendments 127 to the Clean Waler Act 
(CWA),128 the CWSRF provides 
financial assistance for a wide range of 
waler infrastructure projects to improve 
water quality and address water 
pollution in a way that enables each 
State lo address and prioritize the needs 
of their populations. The types of 
p rojects eligible for CWSRF assistance 
include projects to consh·uct, improve, 
and repair wastewater treatment plants, 
cont.rol non-point sources of pollulion, 
improve resilience of infrastructure to 
severe weather events, create green 
infrastructure, and prolect waterbodies 
from pollu lion.129 Each of the 51 Stale 
programs established under the CWSRF 
have the flexibility to direct funding lo 
their particular environmental needs, 
and each Stale may also have its own 
statutes, rules, and regulations that 
guide project eligibility.1ao 

The DWSRF was modeled on the 
CWSRF and created as part of the 1996 
amendments to the Safe Drinking Water 
Act (SDWA),131 with the principal 
objective of helping public water 
systems obtain financing for 
improvements necessary to protect 
public health and comply with drinking 
water regulations.1az Like the CWSRF, 

121 Waler Qua lily Acl of1987, Public Law 100-
4. 

120 Federal Water Pollution Control Act as 
amended, cotlified al 33 U.S.C. 1251 el seq., 
common name (Clean Wuter Acl). In 2009, U1e 
American Recovery nnd Reinvestment Act created 
lhe Green Project Reserve, which increased the 
foc us on green infrastructure, water antl energy 
efficient, Wld environmenlally innovative projects. 
Public Luw 111- 5. The CWA was emended by the 
Wolor Resources Reform and Dev1~lopmenl Act of 
2014 to further expand tlie CWSRF's eligibilities. 
Public Law 113- 121. Tlw CWSRF's oligibilities ivere 
further expa11dP.d in 2018 by tho America's Water 
Infmstruct11re Act a/ 2018, Public Laiv 115-2711. 

120 See Environmental Protection Agency, The 
Drinking Waler Stele Revolving Funds: Financing 
America's Drinking Water, EPA-816-R- 00--023 
(Nov. 2000), hllps://nepis.epa.gov/Exe/ZyPDF.cgi/ 
201Jll24WB.PDF'!Dackey=200024WB.PDF; See also 
Environmental Protection Ageucy, Uiam About the 
Clean Water State Revolving Fund, https:I/ 
11•11'1v.opa.gov/cwsrf/learn·obout-clean-water-state· 
mvalving-fund-c1vsrf (last visited .Ap1'. 30, 2021). 

uo 33 U.S.C. 1383(c). See olsa Environmuntal 
Protection Agency, Overview a/ Cleon Water S tate 
Revolving Fund Eligibilities (May 2016), https:// 
mvw.epa.gov/sites/production/files/2016·07/ 
d0<:11monts/ovorvie1v_of_cwsrf_Bligi/1ilitles_may_ 
2016.pdf; Claudia Copelnnd, Cleon Wotcr Act: A 
Summruy of tire Law, Congressional Resem·c/r 
Service (Oct. 18, 2016), https://fa.~.orglsgp/crs/misc/ 
RL30030.pdf; Janot/ran l Ramseur, Was to1vator 
Jnfrostructure: OveNiell', Funding, and Legislolive 
Dwelapmonts, Congressional ResBorch SP.l'l'ice 
(May 22, 2018), lrttps:l/fos.arglsgp/crs/misc/ 
R44963.pdf. 

131 42 u.s.c. 300j- 12. 
' ""Environmental Protection Agency, Drinking 

Water Stute Revolving Fund Eligibility Handbook, 
(June 2017), littp.<://w1V1v.epu.gov/sitos/production/ 
fi/es/2017-06/documonts/dll'srf_eligibility_ 
handbook_june_13_2017 _updated_511ll_vorsian.pdf; 
Environmental Proleclion Agency, Drinking Water 
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the DWSRF provides Stales with the 
flexibi lity to meel the needs of their 
populalions.133 The primary use of 
DWSRF funds is to assist communities 
in making waler infrastructure capital 
improvements, including the 
installation and replacement of failing 
treatment and distribution systems.1s4 
In administering these programs, Stales 
must give priority to projects that ensure 
compliance with applicable health and 
environmental safety requirements; 
address the most serious risks to human 
hcallh; and assist systems mosl in need 
on a per household basis according to 
State affordability criteria.13s 

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

lnfraslructure Needs Survey nnd Assessment: Sixth 
Report lo Congress (March 2018), littps:// 
www.epa.gov/sites/production/files/2018-1 O/ 
docume11Ls/corrected_sixlh_drinki11g_1vater_ 
i11fmslruclure_neP.ds_sul'vey_and_osscssment.pdf. 

133 Id. 
u1 Id. 
m42 U.S.C. 300j-1Z(b)(3)(A). 
1••Etwironmontal Protection Agency, Loam 

About lhe Clean Waler Slate Revolving Fw1d, 
/lttps:/fi.,v1V.epll.gov/c11•.~1fllearn-about-clean-1voter­

stnle-revolvi11g-fu11d-c1Vsrf(IRsl visited Apr. 30, 
2021); 42 u.s.c. 300j-12. 

In addition, responding lo the 
immediate needs of the COVID-19 
public health emergency may have 
diverted both personnel and financial 
resources from other State, local, and 
Tribal priorities, including projects to 
ensure compliance wiU1 applicable 
water health and quality standards and 
provide safe drinking and usable 
waler.137 Through sections 60Z(c)(l )(D) 
and 603(c)(l)(D), the ARPA provides 
resources to address these needs. 
Moreover, using Fiscal Recovery Funds 
in accordance with the p.riorilies of the 
CWA and SWDA lo "assist systems 
most in need on a per household basis 
according to state affordabil ity criteria" 
would also have the benefit of providing 
vulnerable populations w ith safe 
drinking water that is critical to their 
health and, thus, their ability lo work 
and learn.13a 

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

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

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

137 House Commitlee on the Budget, State And 
LocAI Governments arc in Dire Need of Federal 
Relief (Aug. 19, 2020), ltttps://budget./1ouse.gov/ 
pub/icotions/roport/state-and-Jocol-govornment.~­

ore-clire-11eed-federal-rnliof. 
138 Environmental Protection Agency, Drinking 

Water State Revolving Fund (Nov. 2019), ltttps:/I 
1v1 v1v.epa .gov/sites/product ion/fi les/2019-11 I 
doc11mentslfllct_slteet_-_d1vsrf_ovcrvie1vJinal_ 
O.pdf; Environmcntul Proleclion Agency, National 
llonefits Analysis for Drinking Waler Regulations, 
ltttps://tvMv.epa.gov/sdwo/national-bonefits-
1111a/ysis-dl'inking-water-reg11/ntions (last visited 
Apr. 30, 2020). 

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

Question 18: What are tl1e advantages 
and disadvantages of aligning eligible 
uses with the eligible project type 
requirements of the DWSRF and 
CWSRF? What other water or sewer 
project categories, if any, sl10uld 
Treasmy consider in addition to DWSRF 
and CWSRF eligible projects? Should 
Treasury consider a broader general 
category of water and sewer projects? 

Question 19: What additional water 
and sewer infrastructure categories, if 
any, should Treasury consider lo 
address and respond to the needs of 
unse1ved, undeserved, or rural 
communities? How do these projects 
differfmm DWSFR and CWSRF eligible 
projects? 

Question 20: What new categories of 
waler and sewer infrastmclure, if any, 
should Treasury consider to support 
State, local, and Tribal governments in 
mitigating the negative impacts of 
climate change? Discuss emerging 
leclmologies and pmcesses that support 
resiliency of waler and sewer 
infrastructure. Discuss any chaJJenges 
faced by States and local governments 
when pursuing or implementing climate 
resilient infraslmcture pmjects. 

Question 21: Infrastmcture projects 
related to dams and rese1voirs are 
generally not eligible under the CWSRF 
and DWSRF categories. Should Treasu1y 
consider expanding eligible 
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infms/ructure under the interim final 
rule to include dam and reservoir 
projects? Discuss public health, 
environmental, climate, or equity 
benefits and costs in expanding the 
eligibility to include these types of 
projects. 

2. Broadband Infrastructure 

The COVID-19 public heallh 
emergency bas underscored the 
importance of universally available, 
high-speed, reliable, and affordable 
broadband coverage as millions of 
Americans rely on the internet to 
participate in, among critical activities, 
remote school , healthcare, and work. 
Recognizing the need for such 
connectivity, the ARPA provides funds 
to State, territorial , local, and Tribal 
governments to make necessary 
investments in broadband 
infrastructure. 

The National Telecommunications 
and Information Administration (NTIA) 
highlighted the growing necessity of 
broadband in daily lives through its 
analysis of NTIA Internet Use Survey 
data, noting that Americans turn to 
broadband internet access service for 
every facet of daily life including work, 
s tudy, and healthcare.1311 With increased 
use of technology for daily activities and 
the movement by many businesses and 
schools lo operating remotely during the 
pandemic, broadband has become even 
more critical for people across the 
country lo carry out their daily lives. 

By at least one measure, however, 
tens of millions of Americans live in 
areas where there is no broadband 
infrastructure that provides download 
speeds greater than 25 Mbps and upload 
speeds of 3 Mbps.140 By contrast, as 
noted below, many households use 
upload and download speeds of 100 
Mbps lo meet their daily needs. Even in 
areas where broadband infrastructure 

139 Se11, e.g .. https:l/1vll'1V.ntio.gov/blog/2020/ 
more-half-american-households-used-intemet­
health-relat ed-act i vi t ies-2019-n t ia-da ta-sh 01V; 

hllp.<://1v1v1V.ntia.govl blogl2020/nearly-t11ird­
amorican-employees-1Vorked-re111otely-2019-ntia­
dutu-sl1011'; und gonoraliy, https://1V1Vll'.ntia.gov/ 
data/digital-nation-data-explorer. 

• • 0 As an example, data from the Federal 
Communications Commission shows that as of Tune 
2020, 9.0 7 porcont of the U.S. population had no 
available cable or fiber broadband providers 
providing greater than 25 Mbps download speeds 
and 3 Mbps upload spoeds. Availability was 
significantly less for rural versus urban populations, 
with 35.57 percent or tho rural population lacking 
such uccoss, compared with 2.57 percent of the 
urban population. Availability wos olso 
significantly less for Lribol versus non-tribal 
populotions, with 35.93 percent of the tribal 
population lacking such access, compurod with 8. 74 
of the non-tribul population. Fedora! 
Communications Commission, Fixed Broadband 
Deployment, https:llbroadbandmap.fcc.gov/# / (last 
visitod May 9, 2021). 

exists, broadband access may be out of 
reach for millions of Americans because 
it is unaffordable, as the United Slates 
has some of lhe highest broadband 
prices in the Organisation for Economic 
Co-operation and Development 
(OECD).1 41 There are disparities in 
availability as well; historically, 
Americans living in territories and 
Tribal lands as well as rural areas have 
disproportionately lacked sufficient 
broadband infrastructure.142 Moreover, 
rapidly growing demand bas, and will 
likely continue to, quickly outpace 
infrastructme capacity, a phenomenon 
acknowledged by various states arnund 
the country that have set scalability 
requirements lo account for this 
anticipated growth in demand.143 

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

Under the interim final rule, eligible 
projects are expected to be designed to 
deliver, upon project completion, 
service thal reliably meets or exceeds 
symmetrical upload and download 
speeds of 100 Mbps. There may be 
instances in which it would not be 
practicable for a project lo deliver such 
service speeds because of the geography, 
topography, or excessive costs 
associated with such a project. In these 
instances, the affected project would be 
expected lo be designed to deliver, upon 
project completion, service lhal reliably 
meets or exceeds 100 Mbps download 
and between a t least 20 Mbps and 100 
Mbps upload speeds and be scalable to 

"''How Do U.S. lntomct Costs Compare To The 
Rest or The World'/, BroodbandScarch Blog Post, 
available at https://1V1vw.l1l'oadbandsaarch.net/blog/ 
internet-cosls-compal'ed-world11•ide. 

1•• See, e.g .. l'edoral Communications 
Commission, Fourteenth Broudband Deployment 
Report, available ot lrttps://docs.fcc.gov/public/ 
allachments/FCC-21-18A 1.pdf. 

14 ' See, e.g .. Jllinois Dopartmenl of Commerce & 
Economic Opportunity, Broadband Grants, h (last 
visited May 9, 2021), lrttps:l/ll'll'IV2.illinois.gm'I 
dcco/ConnecWlinois/Pages/BmacllmndGmnts.aspx; 
Kansas Office or Broadband Development, 
Broadband Acceleration Grant, https:// 
w1V1v.kansoscommerce.gov/11•p-contentluploads/ 
2020/11/Bmadlmml-Acceleration-Grant.pdf(lasl 
visited Moy 9, 2021); Now York Slate Association 
of Counties, Univorsal Broadband: Deploying High 
Speed Jnlomot Accoss in NYS ijul. 2017), lrttps:I/ 
1v1v1v.nysac.org/files/BroadbandUpdate 
lloport2017(1).pdf. 

a minimum of 100 Mbps symmetrical 
for download and upload speeds.144 In 
setting these standards, Treasury 
identified speeds necessary to ensure 
that broadband infrastructure is 
sufficient to enable users to generally 
meet household needs, including the 
ability to support the simultaneous use 
of work, education, and health 
applications, and also sufficiently 
robust lo meet increasing household 
demands for bandwidth. Treasury also 
recognizes that different communities 
and their members may have a broad 
range of internet needs and tlrnt those 
needs may change over lime. 

In considering the appropriate speed 
requirements for eligible projects, 
Treasuq considered estimates of typical 
households demands during the 
pandemic. Using the Federal 
Communication Commission's (FCC) 
Broadband Speed Guide, for example, a 
household with two telecommuters and 
two to three remote learners today are 
estimated lo need 100 Mbps download 
to work simultaneously.HS In 
households with more members, the 
demands may be greater, and in 
households with fewer members, the 
demands may be less. 

In considering the appropriate speed 
requirements for eligible projects, 
Treaslli'y also considered data usage 
patterns and how bandwidth needs have 
changed over time for U.S. households 
and businesses as people's use of 
technology in their daily lives has 
evolved. In the few years preceding the 
pandemic, market research data showed 
that average upload speeds in the 
United States surpassed over 10 Mbps 
in 2017 1411 and continued lo increase 
significantly, with the average upload 
speed as of November, 2019 increasing 
to 48.41 Mbps,147 allribulable, in part to 
a shift to using broadband and the 
internet by individuals and businesses 

"'''This scalability throshold is consistent with 
scalability .requirements used in other jurisdictions. 
lei. 

145 Federal Communications Commission, 
Broadband Speed Gu.ido, https://M1•iv.fcc.gov/ 
consumern/guides/broadband-spced-guide (lasl 
visited Apr. 90, 2021). 

Ho Loltor from Lisa R. Youngers, President and 
CEO of Fiber Broadband Association to FCC, WC 
Docket No. 19- 126 (filod Jan. 3, 2020), including an 
Appendix with rosoarch from RVA LLC, Data 
Reviell' Of Tire Impartancl'! af Upload Speeds ijan. 
2020), and Ooklu speed lost data, available at 
hltps:/ lccfsapi.fcc.gov/file/1010300851185171 
FCC%20RDOF%20fan%2U3%20 
Ex%20Porte.pdf.Addilionol information on his toric 
growth in data usage is provided in Schools, Health 
& Libraries Broadband Coalition, Common Sense 
Solutions for Closing tho Digital Divide, Apr. 29, 
2021 . 

14 ' Id. See also United States's Mohile and 
Broadband internet Speads-Spcodtost Global 
Index, available al https://w1V1v.speedtest.11et/ 
global-index/united-states# fixed. 
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lo create and share content using video 
sharing, video conferencing, and other 
applications.116 

The increasing use of data accelerated 
markedly during the pandemic as 
households across the country became 
increasingly reliant on tools and 
applications that require greater internet 
capacity, both to download data but also 
to upload data. Sending information 
became as important as receiving it. A 
video consultation with a healthcare 
provider or participation by a child in 
a live classroom with a teacher and 
fellow students requires video to be sent 
and received simullaneously.119 As an 
example, some v ideo conferencing 
technology platforms ind icate that 
download and upload speeds should be 
roughly equal to support lwo-way, 
interactive video meetings.1so For both 
work and school, client materials or 
completed school assignments, which 
may be in the form of PDF files, videos, 
or graphic fil es, also need lo be shared 
with others. This is often done by 
uploading materials to a collaboration 
site, and the upload speed available to 
a user can have a significant impact on 
the time it takes for the conten t lo be 
shared with others . 1 5 1 These activities 
require significant capacity from home 
internet connections lo both download 
and upload data, especially when there 
are multiple individuals in one 
household engaging in these activities 
simultaneously. 

This need for increased broadband 
capacity during the pandemic was 
refl ected in increased usage patterns 
seen over the last year. As Open Vaul t 
noted in recen t advisories, the 
pandemic significantly increased the 
amount of data users consume. Among 
data users observed by Open Vault, per­
subscriber average data usage for the 
fourth quar ter of 2020 was 48 2.6 
gigabytes per month, representing a 40 
percent increase over the 344 gigabytes 
consumed in the fourth quarter of 2019 
and a 26 percent increase over the third 
quarter 2020 average of 383.8 

"'"lei. 
,., One high definition Zoom meeting or class 

requires approx imately 3.8 Mbps/3.0 Mbps (up/ 
down). 

15n SP.e, e.g., Zoom, System Requirements for 
Windows, macOS, and Linux, https:// 
support.zoom.us/hc/en-us/orticles/201362023-
System-rnquirements-for-Winclo1vs-macOS-ancl­
Unux#h_d278c327-R03c/-4896-b19o-96o8f3c0c69c 
(last visited May 8, 2021). 

15 1 By one estimate, to upload a one gigahit video 
fil e to YouTnbe would take 15 minutes at an upload 
speed of 10 Mbps compared with 1 minute, 30 
seconds at an upload speed of 100 Mbps, and 30 
seconds ut nn upload speed of 300 Mbps. 
/leviRll'S.ol'g: Whnt is Symmulricul internet? (March 
2020). 

gigabytes.152 Open Vault also noted 
significant increases in upstream usage 
among the data users it observed, with 
upstream data usage growing 63 
percent- from 19 gigabytes to 31 
gigabytes-between December, 2019 and 
December, 2020.153 According to an 
OECD Broadband slalislic from June 
2020, the lru·gesl percen tage of U.S. 
broadband subscribers have services 
providing speeds between 100 Mbps 
and 1 Gbps.rn4 

Jw·isdic ti ons an d Federal programs 
are increasingly responding lo the 
growing demands of their communities 
for both heightened download and 
upload speeds. For example, Illinois 
now requires 100 Mbps symmetrical 
service as U10 construction standard for 
ils slate broadband grant programs. This 
standard is also consistent wiU1 speed 
levels, particularly download speed 
levels, prioritized by other Federal 
programs supporting broadband 
projects. Bids submitted as part of the 
FCC in ils Rural Digita l Opportunity 
Fund (RDOF). established to support the 
construction of broadband networks in 
rural communities across Urn country, 
are given priority i f they offer faster 
service, with the service offerings of 100 
Mbps download and 20 Mbps upload 
being included in the "above baseline" 
performance tier set by the FCC.155 The 
Broadband Infrastructure Program 
(BBIP) 1 56 of the Department of 
Commerce, which provides Federal 
funding to deploy broadband 

152 OVBI: Covid-19 Drove 15 percent Increase in 
Broadband Traffi c in 2020, Open Vault, Quarterly 
Advisory, (Feh. 10, 2021), available at h ttps:// 
openvault.comlovbi-covicl-19-dmve-51-increosc-in­
bmadband-traffic-in-2020; Seo Open Vaul t's data set 
incorporates information on usage by subscribers 
across mulliplo continents, including North 
America and Europe. Additional data and detail on 
increases in the amount of data users consume •md 
the broadband speeds they nm using is provided in 
Oper1VC111lt Bmadband Insights Report Q4, 
Quarterly Advisory [Feh. 10, 2021), ovoilable at 
hltps://openvaull'.com/complimenlaiy -rnpol'l·4q20/. 

153 OVBJ Special Report: 202 Upstream GrowU1 
Nca.rly 4X of Pre-Pandemic: Years, Open Vault, 
Quarterly Advisory, (April 1, 20201), ovoiloble at 
https://opP.nvC1ull.com/ovbi-special-report-2020-
upslrP.0111-gro1l'th-roto-nuorly-4x-of-p1'e-panclemic­
yuars/; Additional data is provided in OpunVault 
Bmadband Insights Pandemic Impact 011 Upstream 
Broadband Usage and Network Capacity, availa/i/e 
al https:l/openvault.com/upstreom-11•h itepapurl. 

154 Organisation for Economic Co-operation and 
Development, Fixed broadband subscriptions per 
100 inhaliilants , per speed tiers (Juno 2020), https:// 
11'11'll'.occd.orglsti//1ronc//J(Jnr//f;.1-Fb<edBB­
SpeP.dTiers-2020·06.xls wll'1v.011cd.orglsti/ 
broadbancl/broacllinncl-stolistics. 

155 llurol Digital Opportunity Fund, Rep or t and 
Order, 35 FCC Red 686, 690, par». 9 (2020), 
available al /11tps://ll'n'lv.fcc.gov/documcnllfcc­
launches-20-billion-r11m/-cligilal-opportunity-f uncl-
0. 

156 The Bf PP was authorized by lho Consolidated 
Appropriations Act, 2021, Section 905, Public Law 
116-260, 134 Stal. 1102 (Dec. 27, 2020). 

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

The 100 Mbps upload and download 
speeds will support the increased and 
growing needs of households and 
businesses. Recognizing that, in some 
instances, 100 Mbps upload speed may 
be impracticable due lo geographical, 
topographical, or financia l constraints, 
the in terim final ru le permits upload 
speeds of between at least 20 Mbps and 
100 Mbps in such instances. To provide 
for investments that w ill accommodate 
technologies requiring symmetry in 
download and upload speeds, as noted 
above, eligible projects that ru·e not 
designed to deliver, upon project 
completion, service that reliably meets 
or exceeds symmetrical speeds of 1 00 
Mbps because it would be impracticable 
to do so should be designed so that they 
can be scalable to such speeds. 
Recipients arc also encomaged to 
prioritize invest.ments in fiber optic 
infrastructure w here feasible, as such 
advanced technology enables the next 
generation of applica tion solutions for 
all communi ties. 

Under Uie interim final rule, eligible 
projects are expected to focus on 
locations that are unserved or 
underserved. The interim final rule 
treats users as being unserved or 
underserved if they lack access to a 
wireline connection capable of reliably 
delivering at least minimum speeds of 
25 Mbps download and 3 Mbps upload 
as households and businesses lacking 
this level of access are generally not 
viewed as being able to originate and 
receive high-quality voice, data, 
graphics, and video 
telecommunications. This threshold is 
consistent with the FCC's benchmark for 
an "advanced telecommunications 
capability." t5u This threshold is also 
consistent w ilh th resholds used in other 
Federal programs to identify eligible 
areas to be served by programs lo 
improve broadband services. For 
example, in the FCC's RDOF program, 
eligible areas include those without 
current (or already funded) access to 
terrestrial broadband service providing 
25 Mbps download and 3 Mbps upload 
speeds.159 The Department of 
Commerce's BBIP also considers 
households to be "unserved" generally 
if they lack access lo broadband service 

'"'Section 905(d)(4) of the Consolidated 
Appropriations Act, 2021. 

156 Deployment Report, supra note 142. 
15• Rum/ Digital Opportunity Fune/, suprcr note 

156. 
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with a download speed of not less than 
25 Mbps download and 3 Mbps upload, 
among other conmtions. In selecting an 
area Lo be served by a project, recipients 
are encouraged to avoid investing in 
locations thaL have existing agreements 
to build reliable wireline service with 
minimum speeds of 100 Mbps 
download and 20 Mbps upload by 
December 31, 2024, in order to avoid 
duplication of efforts and resources. 

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

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

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

Question 23: Would setting such a 
minim tun be impractical for particular 
types of prnjecls? If so, where and on 
what basis should those prnjects be 
identified? How could such a standard 
be set while also taking into account the 
practicality of using this standard in 
particular types of prnjecls? In addition 
to topography, geography, and financial 
factors, what other constraints, if any, 
are relevant lo considering whether an 
fovestment is impracticable? 

Question 24: Wliat ai·e the advantages 
and disadvantages of setting a 
minimum level of service at 100 Mbps 
download and 20 Mbps upload in 
projects where it is impracticable to set 
minimum symmetrical download and 
upload speeds of 100 Mbps? Wliat are 
lhe advantages and disadvantages of 
setting a scalability requirement in f"hese 
cases? What other minimum standards 
would be appropriate and wl1y? 

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

Question 26: What are the advantages 
and disadvantages of setting any 
particular threshold for identifying 
unserved 01· underserved areas, 
m inimum speed standards or scalability 
minimum? Are t11ere at.her standards 
lhal should be set (e.g., latency)? If so, 
why and lww? How can such threshold, 
standards, or minimum be set in a way 
that balances the public's interest in 
making sure that reliable brnadband 
services meeting the daily needs of all 
Americans are available throughout the 
country 111rith the providing recipients 
flexibility to meet the varied needs of 
their communities? 

ill. Restrictions on Use 

As discussed above, recipients have 
considerable flexibiliLy lo use Fiscal 
Recovery Funds to address the diverse 
needs of their communities. To ensure 
Ll1at payments from the Fiscal Recovery 
Funds are used for these congressionally 
permitted purposes, the ARP A includes 
two provisions that further define lhe 
boundaries of Lhe statute's eligible uses. 
Section 602(c)(2)(A) of the Act provides 
that States and territories may noL "use 
the funds . . . to either directly or 
indirectly offset a reduction in . , . nel 
tax revenue . . . resulting from a change 
in law, regulation, or administrative 
interpretation during the covered period 
that reduces any tax . . . or delays the 
imposition of any tax or tax increase." 
In addition, sections 602(c)(2)(B) and 
603(c)(2) prohibit any recipient, 
including cities, nonentitlement units of 
government, and counties, from using 
Fiscal Recovery Funds for deposit into 
any pension fund. These restrictions 
support the use of funds for the 
congressionally permitted purposes 
described in Section IT of this 
Supplementary Information by 
providing a backstop against the use of 
funds for purposes outside of the 
eligible use categories. 

These provisions give force to 
Congress's clear inlenl that Fiscal 
Recovery Funds be spent within the 
four eligible uses identified in the 
statute-(1) to respond to the public 
health emergency and its negative 
economic impacts, (2) to provide 
premium pay to essential workers, (3) to 
provide governmenL services to the 
extent of eligible governments' revenue 
losses, and (4) to make necessary water, 
sewer, and broadband infrastructure 
investments-and nol otherwise. These 

four eligible uses reflect Congress's 
judgment that the Fiscal Recovery 
Funds should be expended in particular 
ways that support recovery from the 
COVID-19 public health emergency. 
The further restrictions reflect 
Congress's judgment that tax cuts and 
pension deposits do nol fall within 
these eligible uses. The interim final 
rule describes how Treasury will 
identify when such uses have occurred 
and how it will recoup funds put 
toward these impermissible uses and, as 
discussed in Section VIII of this 
SUPPLEMENTARY INFORMATION, establishes 
a reporting framework for monitoring 
the use of Fiscal Recovery Funds for 
eligible uses. 

A. Deposit Into Pension Funds 

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

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

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

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

As discussed above, eligible uses for 
premium pay and responding to the 
negative economic impacts of the 
COVID-19 public health emergency 
include hiring and compensating public 
sector employees. Interpreting the scope 
of "deposit" Lo exclude contributions 
that are part of payroll conh·ibutions is 
more consistent with these eligible uses 
and would reduce administrative 
burden for recipients. Accordingly, if an 
employee's wages and salaries are an 
eligible use of Fiscal Recovery Funds, 
recipients may treat the employee's 
covered benefits as an eligible use of 
Fiscal Recovery Funds. For purposes of 
the Fiscal Recovery Funds, covered 
benefits include cos ls of all Lypes of 
leave (vacation, family-related, sick, 
military, bereavement, sabbatical , jury 
duty), employee insurance (health, life, 
dental, vision), retirement (pensions, 
401(k)), unemployment benefit plans 
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(Federal and Sta te), workers' 
compensation insurance, and Federal 
Insurance Contributions Acl taxes 
(which includes Social Securi ty and 
Medicare laxes). 

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

Question 27: Beyond a "deposit" and 
a "payro71 contribution," are there other 
types of payments into a pension fund 
that Treasury should consider? 

B. Offset a Reduction in Net Tax 
Revenue 

For States and territories (recipient 
governments 160), section 602(c)(2)(A)­
the offset provision- prohibits the use 
of Fiscal Recovery Funds to directly or 
indirectly offset u reduction in net tax 
revenue resulting from a change in law, 
regulation, or administrative 
interpretation 161 during the covered 
period. If a Stale or territory uses Fiscal 
Recovery Funds lo offset a reduction in 
net lax revenue, the ARPA provides that 
the Slate or territory must repay to UlB 
Treasury an amount equal lo the lesser 
of (i) the amount of UlB applicable 
reduction atlTibutable to the 
impermissible offset and (ii) the amount 
received by the Stale or territory under 
the ARP A. See Section IV of this 
SUPPLEMENTARY INFORMATION. As 
discussed below Section IV of this 
SUPPLEMENTARY INFORMATION, a State or 
territory that chooses to use Fiscal 
Recovery Funds to offset a reduction in 
net tax revenue does not forfeit its entire 
allocation of Fiscal Recovery Fun ds 
(unless it misused U1e full allocation to 
offset a reduction in net tax revenue) or 
any non-ARPA funding received. 

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

100 In this sub-section, 11recipiont govcmruonts" 
refers only to States and territories. In other 
sections, "recipient governments" refers more 
broadly to eligible governments receiving funding 
from the Fiscal Recovery Funds. 

101 For brevity, referred lo us "changes in law, 
regulation, or interpretation" for the remainder of 
this preamble. 

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

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

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

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

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

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

• Second, the interim final rule 
recognizes that it may be difficul t to 
predict how a change would affect net 
tax revenue in future years and, 
accordingly, provides lhal if the total 
value of the changes in the year for 
which the recipient government is 
reporting is below a de mini mis 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 recoupmenl. 

• Third, a recipient government will 
consider the amount of actual tax 
revenue recorded in the year for which 
they are reporting. If the recipient 
government's actual tax revenue is 
grealer than the amount of tax revenue 
received by the recipien t for U1e fiscal 
year ending 2019, adjusted annually for 
inflation, the recipient government will 
not be considered to have violated the 
offset provision because there will not 
have been a reduction in net lax 
revenue. 

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

o State or territory tax changes that 
would increase any source of general 
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fund revenue, such as a change thal 
would increase a tax rale; and 

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

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

• Finally, if there are any amounts 
that could be subjecl to recoupmenl, 
Treasury will provide notice to the 
recipient government of such amounts. 
This process is discussed in greater 
detail in Seclion IV of this 
SUPPLEMENTARY INFORMATION. 

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

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

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

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

or rule where the phase-in or taking 
effect was not prescribed prior to the 
start of the covered period. Changed 
administrative interpretations would 
not include corrections to replace prior 
inaccurate interpretations; such 
corrections would instead be h·eated as 
changes implementing legislation 
enacted or regulations issued prior lo 
the covered period; the operative change 
in those circumstances is lhe underlying 
legislation or regulation that occurred 
prior to the covered period. Moreover, 
only the changes within the control of 
the State or territory are considered 
covered changes. Covered changes do 
nol 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 s tale law that sets its earned 
income tax credit (EITC} al a fixed 
percentage of the Federal EITC will see 
its EITC payments automatically 
increase----and thus its Lax revenue 
reduced-because of the Federal 
Government's expansion of the EITC in 
the ARPA.rn2 This would not be 
considered a covered change. In 
addition, the offset provision applies 
only to actions for which the change in 
policy occurs during the covered period; 
it excludes regulations or other actions 
that implement a change or law 
substantively enacted prior to March 3, 
2021. Finally, Treasury has determined 
and previously announced that income 
lax changes-even those made during 
the covered period-that simply 
conform with recent changes in Federal 
law (including those to conform to 
recent changes in Federal taxation of 
unemployment insurance benefits and 
taxation of loan forgiveness under the 
Paycheck Protection Program} are 
permissible under the offset provision. 

Baseline. For purposes of measuring a 
reduction in net tax revenue, the interim 
final rule measures actual changes in t ax 
revenue relative to a revenu e baseline 
(baseline}. The baseline will be 
calculated as fiscal year 2019 (FY 2019) 
tax revenue indexed for inflation in 
each year of the covered period, with 
inflation calculated using the Bureau of 
Economic Analysis's Implicit Price 
Deflator.16~ 

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

'"'See, e.g., Tax Policy Cenler, How do stato 
eamod income tax credits work"I, https:// 
1v1101•.taxpolicycenler.01glbriefi11g-bookll1011•-clo­
slale-eornml-i11comp,-tox -c:rnclits-11•0rkl (lasl visited 
May 9, 2021). 

103 U.S. Deparlment of Commorce, Bureau of 
Economic Analysis, GDP Price Deflalor, https:// 
ivw11•.br.a .gov/clatalprices-inflation/gdp-pricc­
dcflator (last visited May 9, 2021). 

l 9 public health emergency.1s4 This 
baseline year is consistent with the 
approach directed by the ARP A in 
sections 602(c}(l}(C} and 603(c}(l}(C}, 
which identify the "most recent full 
fiscal year of the [Stale, territory, or 
Tribal government] prior to the 
emergency" as the comparator for 
measuring revenue loss. U.S. gross 
domestic product is projected lo 
rebound lo pre-pandemic levels in 
2021,165 suggesting that an FY 2019 pre­
pandemic baseline is a reasonable 
comparator for future revenue levels. 
The FY 2019 baseline revenue will be 
adjusted annually for inflation to allow 
for direct comparison of actual tax 
revenue in each year (reported in 
nominal terms} to baseline revenue in 
common units of measurement; without 
inflation adjustment, each dollar of 
reported actual tax revenue would be 
worth less than each dollar of baseline 
revenue expressed in 2019 terms. 

Reporting year. The interim final rule 
defines "reporting year" as a single year 
within the covered period, aligned to 
Lhe current fiscal year of the recipient 
government during the covered period, 
for which a recipient government 
reports the value of covered changes 
and any sources of offsetting revenue 
increases ("in-year" value}, regardless of 
when those changes were enacted. For 
Lhe fiscal years ending in 2021 or 2025 
(partial years}, the term "reporting year" 
refers lo the portion of the year falling 
within the covered period. For example, 
the reporting year for a fiscal year 
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 revenue" is based on 
the Census Bureau's definition of taxes, 
used for its Annual Survey of State 
Government Finances.1 66 It provides a 
consistent, well-established definition 
with which States and territories will be 
familiar and is consistent with the 
approach taken in Section II.C of this 
SUPPLEMENTARY INFORMATION describing 
the implementation of sections 
602(c)(l)(C) and 603(c}(l}(C} of the Act, 
regarding revenue loss. Consistent with 
the approach described in Section II.C 
of this SUPPLEMENTARY INFORMATION, tax 

1°' Using Fiscal Year 2019 is consistent with 
section 602 as Congress provided for using that 
baseline for determining U1e impact ofrevonuo loss 
affecting tho provision of government services. See 
section 602(c)(t)(C). 

105 Congressional Budget Office, An Overview of 
the Economic Outlook: 2021 to 2031(February1, 
2021), available at littps://mvw.cbo.gav/ 
publication/56965. 

1 00 U.S. Census Bureau, Annual Survey of State 
and Local Government Finances Glossary, https:// 
11'1101•.census.gov/pmgmms-surveys/state/about/ 
g/os~my.l1lm/ (last visited Apr. 30, 2021). 
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revenue does not include revellue taxed 
and collected by a different unit of 
government (e.g., revenue from taxes 
levied by a local government and 
lransferred lo a recipient government). 

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

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

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

und territories already consider tax 
changes.167 

(2) In excess of the de mini mis. The 
recipient government will next calculate 
the total value of all covered changes in 
the reporting year resulting in revenue 
reductions, identified in Step 1. If the 
total value of the revenue reductions 
resulting from Lhese changes is below 
the de minimis level, the recipient 
government will be deemed not to have 
any revenue-reducing changes for the 
purpose of determining the recognized 
nel reduction. If the total is above the de 
minimis level, the recipient government 
must identify sources of in-year revenue 
to cover the full costs of changes that 
reduce tax revenue. 

The de minimis level is calculated as 
1 percent of the reporting year's 
baseline. Treasury recognizes that, 
pursuant to their taxing authority, States 
and territories may make many small 
changes lo alter the composition of their 
lax 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 di ffer from actual effects, 
unintentionally resulting in minor 
revenue changes Lhal ru·e not fairly 
described as "resulting from" tax law 
changes. The de minimis level 
recognizes the inherent challenges and 
uncertainties that recipient governments 
face, and thus allows relatively small 
reductions in tax revenue without 
consequence. Treasury determined the 1 
percent level by assessing the historical 
effects of state-level tax policy changes 
in state EITCs implemented to effec t 
policy goals other than reducing net lax 
revenues.168 The 1 percent de minimis 
level reflects the historical reductions in 
revenue due to minor changes in state 
fiscal policies. 

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

'"'See, e.g., Megan Randall & Khn Rueben, Tax 
Policy Center, Sustainable Budgeting in the States: 
Evidence on Stale Dudgot Institutions and Practices 
(Nov. 2017), available at https:// 
IVMl'.loxpalicycenter.arg/sites/defau/t/files/ 
pub/ ication/149186/sustoi nable-l1udget ing-i n-the­
sta tcs_1.pdf. 

•••Datu provided by the Urban-Brookings Tax 
Policy Center for state-level EITC changes for 2004-
2017. 

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

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

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

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

To calculate the amount of spending 
cuts that are available to offset a 
reduction in tax revenue, the recipient 
government must first consider whether 
there has been a reduction in total net 
spending, excluding Fiscal Recovery 
Funds (nel reduction in total spending). 
This approach ensu res that reported 
spending culs ac tually create fiscal 
space, rather than simply offselling 
other spending increases. A net 
reduction in total spending is measured 
as the difference between total spending 
in each reporting year, excluding Fiscal 
Recovery Funds spent , relative lo total 
spending for the recipient's fiscal year 
ending in 2019, adjusted for inflation. 
MeasUl'ing reductions in spending 
relative to 2019 reflects the fact that the 
fiscal space created by a spending cut 
persists so long as spending remains 
below its original level, even if it does 
not decline further, relative to the same 
amount of revenue. Measuring spending 
cuts from year to year would, by 
contrast, not recognize any available 
funds lo offset revenue reductions 
unless spending continued to decline, 
failing to re11ect the actual availability of 
funds created by a persistent change and 
limiting the discretion of States and 
territories. Jn general and where 
possible, reporting should be produced 
by the agency of the recipient 
government responsible for estimating 
the costs and effects of fiscal policy 
changes. Treasury chose this approach 
because while many recipient 
governments may score budget 
legislation using projections, spending 
cuts arc readily observable using actual 
values. 

This approach-allowing only 
spending reductions in areas where the 
recipient government has nol spenl 
Fiscal Recovery Funds to be used as an 

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

In order to help ensure recipient 
governments use Fiscal Recovery Funds 
in a manner consistent with the 
prescribed eligible uses and do not use 
Fiscal Recovery Funds lo indirectly 
offset a reduction in net lax revenue 
resulting from a covered change, 
Treasury will rnonilor changes in 
spending throughout lhe covered 
period. If, over the course of the covered 
period, a spending cut is subsequently 
replaced with Fiscal Recovery Funds 
and used to indirectly offset a reduction 
in nel lax revenue resulting from a 
covered change, Treasill'y may consider 
such change to be an evasion of the 
restrictions of tho offset provision and 
seek recoupmenl of such amounts. 

(5) Identification of amounts subject 
to recoupment. If a recipient 
government (i) reports covered changes 
that reduce tax revenue (Slep 1); (ii) to 
a degree greater than the de minimis 
(Step 2 ); (iii) has experienced a 
reduction in net tax revenue (Step 3); 
and (iv) lacks sufficient revenue from 
other, permissible sources to pay for the 
entirety of the reduction (Slep 4), then 
the recipient government will be 
considered lo have used Fiscal Recovery 
Funds to offset a reduction in net tax 
revenue, up to the amount that revenue 
has actually declined. That is, the 
maximum value of reduction in revenue 
due to covered changes which a 
recipient government must cover is 
capped al Lhe difference between the 
baseline and actual tax revenue.169 Jn 
the event that the baseline is above 
actual tax revenue and the difference 
belween them is less than the sum of 
revenue reducing changes Uial are not 
paid for with other, permissible sources, 
organic revenue growth has implicitly 
offset a porlion of the reduction. For 
example, if a recipient government 
reduces tax revenue by $1 billion, 
makes no other changes, and 
experiences revenue growth driven by 
organic economic growth worth $500 
million, it need only pay for tl10 
remaining $500 million with sources 
other than Fiscal Recovery Funds. The 
revenue reduction cap implements this 

••0 This cap is applied in§ 35.B(c) of the interim 
final rule, calculating the amount of funds used in 
violation of the tux offset provi sion. 

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

Finally, as discussed further in 
Section IV of this SUPPLEMENTARY 

INFORMATION, a recipient government 
may request reconsideralion of any 
amounts identified as subject to 
recoupmenl under this framework. This 
process ensures that all relevant facts 
and circumstances, including 
information regarding planned spending 
cuts and budgeting assumptions, are 
considered prior to a determination thal 
an amount must be repaid. Amounts 
subject to recoupmenl are calculated on 
an annual basis; amounts recouped in 
one year cannot be returned if the State 
or territory subsequently reports an 
increase in nel lax revenue. 

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

• Actual net tax revenue for the 
reporting year; 

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

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

• Each covered spending cul made Lo 
dale during the covered period, the in­
year value of each cut, and 
documentation clemonslraling thal each 
spending cut is covered as prescribed 
under the interim final rule; 

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

Question 28: Does Lhe interim final 
rule's definition of tax revenue accord 
witl1 existing State and territorial 
practice and, if not, am there other 
definitions or elements Treasury should 
consider? Discuss why or why not. 

Question 29: The interim final rule 
permits certain spending cuts lo cover 
the costs of reductions in tax revenue, 
including cuts iJI a department, agency, 
or authority in wl1ich the recipient 
governme11t is not using Fiscal Recove1y 
Funds. How should Treaswy and 
recipient governments consider the 
scope of a department, agency, or 
aut11ority for the use of funds to ensure 
spending cuts are not being substituted 
with Fiscal Recoveiy Funds while also 
avoiding an overbroad definition of that 
captures spending that is, in fact, 
distinct? 

Question 30: Discuss the budget 
scoring metl1odologies currently used by 
States and territories. How should Lhe 
interim final rnle take into 
consideration differences in 
appmacl1es? Please discuss t11e use of 
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practices including but not limited to 
macrodynamic scoring, microdynamic 
scoring, and length of budgel windows. 

Question 31: If a recipient government 
has a balanced budget requiiement, how 
will that requirement impact its use of 
Fiscal Recove1y Funds and ability lo 
implement this framewo1k? 

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

Question 33: Discuss States' and 
lel'l'itories' ability to produce the figures 
and numbers required for reporting 
under the interim final rnle. What 
additional reporting tools, such as a 
standardized template, would facilitate 
States' and territories' ability to 
complete the reporting required under 
the interim final rule? 

C. Other Restrictions on Use 
Payments from the Fiscal Recovery 

Funds are also subject to pre-existing 
limitations provided in other Federal 
stalules and regulations and may not be 
used as non-Federal match for other 
Federal programs whose statute or 
regulations bar the use of Federal funds 
lo meet matching requirements. For 
example, payments from the Fiscal 
Recovery Funds may not be used lo 
satisfy the Slate share of Medicaid.170 

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

D. Timeline for Use of Fiscal Recovery 
Funds 

Section 602(c)(1) and section 603(c)(1) 
require that payments from the Fiscal 
Recovery Funds be used only to cover 
costs incurred by the State, terrilo.ry, 
Tribal government, or local government 
by December 31, 2024. Similarly, the 
CARES Act provided that payments 
from the CRF be used to cover costs 
incurred by December 31, 2021.171 The 

1 1u See 42 CFR 433.51 and 45 CFR 75.306. 
111Section1001 of Division N of tho Consolidated 

Appropriations Act, 2021 amended section 
601(d)(3) of the Act by extondi.ng tho end of the 
covered period for CRF expenditures from 
December 30, 2020 to December 31, 2021. 

definition of " incLuTed" does not have 
a clear meaning. With respect lo the 
CARES Acl, on the understanding that 
the CRF was intended to be used to 
mccl relatively short-term needs, 
Treasury interpreted this requirement to 
mean that, for a cosl to be considered to 
have been incur.red, performance of the 
service or delivery of the goods acquired 
must occur by December 31, 2021. In 
contrast, the ARPA, passed at a different 
stage of the COVID- 19 public health 
emergency, was intended lo provide 
mm·c general fiscal relief over a broader 
Limeline. In addition, the ARPA 
expressly permits the use of Fiscal 
Recovery Funds for improvements to 
water, sewer, and broadband 
infrastructure, which entail a longer 
time.frame. In recognition of this, 
Treasury is interpreting the requirement 
in section 602 and section 603 that costs 
be incurred by December 31, 2024, to 
require only that recipients have 
obligated the Fiscal Recovery Funds by 
such dale. The interim final rule adopts 
a definition of "obligation" that is based 
on Lhe definition used for purposes of 
the Uniform Guidance, which will allow 
for uniform administration of this 
requirement and is a definition with 
which most recipienls w ill be familiar. 

Payments from the Fiscal Recovery 
Funds are grants provided lo recipients 
to mitigate the fiscal effects of the 
COVID-19 public health emergency and 
to respond to the public health 
emergency, consistent with the eligible 
uses enumerated in sections 602(c)(1) 
and 603(c)(1).172 As such, these funds 
are intended to provide economic 
stimulus in areas still recovering from 
the economic effects of the pandemic. In 
implementing and interpreting these 
provisions, including what it means to 
"respond to" the COVJD-19 public 
health emergency, Treasury Lakes into 
consideration pre-pandemic facts and 
circumstances (e.g ., average revenue 
growth prior lo the pandemic) as well as 
impact of the pandemic that predate the 
enactment of the ARPA (e.g., 
replenishing Unemployment Trust 
balances drawn during the pandemic). 
While assessing the effects of the 
COVID-19 public health emergency 
necessarily takes into consideration the 
facts and circumstances that predate the 
ARP A, use of Fiscal Recovery Funds is 
forward looking. 

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

m Sections 602(a), 603(a), 602(c)(l) nnd 603(c)(l) 
of the Acl. 

grants to eligible employers, and to 
make necessary investments in water, 
sewer, or broadband infraslruclure, 
which all relate lo prospective uses. In 
addition, sections 602(c)(1)(C) and 
603(c)(1)(C) permit recipients to use 
Fiscal Recovery Funds for the provision 
of government services. This clause 
provides that the amount of funds that 
may be used for this purpose is 
measured by reference lo the reduction 
in revenue due to the public health 
emergency relative to revenues collected 
in the most recent full fiscaJ year, but 
Lhis reference does nol relate to the 
period du.ring which recipients may use 
Lhe funds, which instead refers to 
prospective uses, consistent with the 
other eligible uses. 

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

As set forth in the award terms, the 
period of performance will run until 
December 31, 2026, which will provide 
recipients a reasonable amounl of lime 
to complete projects f1mded with 
payments from the Fiscal Recovery 
Funds. 

IV. Recoupment Process 

Under the ARPA, failure lo comply 
with the restrictions on use contained in 
sections 602(c) and 603(c) of the Act 
may resull in recoupment of funds. 174 

The interim final rule implements these 
provisions by establishing a process for 
recoupment. 

Identification and Notice of 
Violations. Failme to comply with the 
reslrictions on use will be identified 
based on reporting provided by the 

1 10 Given tho nature of this program, recipients 
will not he permilled to use funds lo cover pre­
owurd costs, i.e., those incurred prior lo March 3, 
2021. 

m Sections G02(e) nnd 603(0) of the Acl. 
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recipient. As discussed further in 
Sections III.B and VII1 of lhis 
SUPPLEMENTARY INFORMATION, Treasury 
will collect information regarding 
eligible uses on a quarterly basis and on 
lhe lax offset provision on an annual 
basis. Treasury also may consider other 
information in identifying a violation, 
such as information provided by 
members of the public. If Treasury 
identifies a violation, it will provide 
written notice to the recipient along 
with an explanation of such amounts. 

Request for Reconsideration. Under 
tho interim final rule, a recipient may 
submil a requesl for reconsideration of 
any amounts identified in the notice 
provided by Treasury. This 
reconsideration process provides a 
recipient the opporlunily lo submit 
additional information it believes 
supports its requesl in lighl of the notice 
of recoupment, including, for example, 
additional information regarding the 
recipient's use of Fiscal Recovery Funds 
or its tax revenues. The process also 
provides the Secretary with an 
opportunity to consider all information 
relevant Lo whether a violation has 
occurred, and if so, the appropriate 
amount for recoupmenl. 

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

The process and timeline established 
by the interim final rule are intended to 
provide the recipient with an adequate 
opportunity lo fully present any issues 
or arguments in response to the notice 
of recoupment.1 75 This process will 
allow the Secrelary lo respond to the 

17• The interim final rule ulso provides that 
Treusury may extend any deadlines. 

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

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

Question 34: Discuss the timeline for 
requesting reconsideration under the 
interim final rule. What, if any, 
challenges does this timeline present? 

V. Payments in Tranches to Local 
Governments and Certain States 

Section 603 of the Act provides that 
the Secretary will make payments to 
local governments in two tranches, with 
the second lranche being paid twelve 
months after the ffrsl payment. In 
addition, section 602(b)(6)(A)(ii) 
provides that the Secretary may 
withhold payment of up to 50 percent 
of the amount allocated to each State 
and territory for a period of up lo twelve 
months from the date on which the 
State or territory provides its 
certification to the Secretai·y. Any such 
withholding for a State or territory is 
required to be based on the 
unemployment rate in the Slate or 
ler.ritory as of the date of the 
certification. 

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

Splitting payments for the majority of 
States is consis tent with the 
requirem ent in section 603 of the Act to 
make payments from the Coronavirus 
Local Fiscal Recovery Fund to local 
governments in two tTanches.115 

110 With respect lo Federal flnanc:ial assislanco 
more generally, Stales are subject to the 
requirements of tho Cash Management 
Improvement Act (CMIA), under which Federal 
fw1ds are drawn upon only on an us needed basis 
end Slates aro required to remil interest on unused 
balances to Treasury. Given the s latulory 
requirement for Treasury lo make payments lo 
Slates within a certain period, these requirements 

Splitting payments lo Slates into two 
tranches will help encourage recipients 
lo adapt, as necessary, to new 
developments that could arise over the 
coming twelve months, including 
potential changes to the nature of the 
public health emergency and its 
negative economic impacts. While the 
U.S. economy has been recovering and 
adding jobs in aggregate, there is still 
considerable uncertainty in the 
economic outlook and the interaction 
between the pandemic and the 
economy.177 For these reasons, Treasury 
believes it will be appropriate for a 
majority of recipients to adapt their 
plans as the recovery evolves. For 
example, a faster-than-expected 
economic recovery in 2021 could lead a 
recipient lo dedicate more Fiscal 
Recovery Funds to longer-lerm 
inveslments starting in 2022. In 
contrast, a slower-than-expected 
economic recovery in 2021 could lead a 
recipient to use additional funds for 
near-term stimulus in 2022. 

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

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

of the CMJA and Treasury's implomonting 
regulnUons al 31 CFR parl 205 wlll nol apply lo 
payments from the Fiscal Recovery Funds. 
Providing funding in lwo tranches lo the majority 
of Slnlcs roflocls, to tho maximum extent permilled 
by secUou 602 of the Acl, the general principles of 
Federal cash management and stewardship of 
f'ederul funding, yot will be much Jess reslriclive 
than the usual requirements lo which Slolos aro 
subject 

111 The polenlial course of tho virus, and its 
impucl on tho economy, has conlrlbutecl lo a 
heightened degree of uncertainly relulivo to prior 
periods. See, e.g .• Dave Altig ol al., Economic 
uncortointy before and during the COVID- 19 
pandemic,). of Public Econ. (Nov. 2020), m•ailoble 
ol hllp.<://11•1vw.sciencedirect.com/science/ai1icle/ 
obs/pii/50047272720301389. 
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pandemic starling point. Consequently, 
Treasury is delineating Slates with 
significant remaining elevation in the 
unemployment rate, based on the net 
difference to pre-pandemic levels. 

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

No U.S. t erritory will be subject to 
withholding of its payment from the 
Fiscal Recovery Funds. For Puerto Rico, 
the Secretary has determined that the 
current level of the unemployment rate 
(8.8 percent, as of March 2021 179) is 
sufficiently high such that Treasury 
should not withhold any portion of its 
payment from the Fiscal Recovery 
Funds regardless of its change in 
unemployment rate relative to its pre­
pandemic level. For U.S. territories thal 
are nol included in the Bureau of Labor 
Statistics' monthly unemployment rate 
data, the Secretary will nol exercise the 
authority to withhold amounts from the 
Fiscal Recovery Funds. 

VI. Transfer 

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

""Includes the poriod during and imrnediatoly 
following recessions, as dofinod by the National 
Bureau of Economic Research. National Bureau of 
Economic Research, US Business Cycle Expansions 
and Contractions, https://11~v1v.nbcr.orglresenrc/1/ 
data/us-busincss-cycle-expansions-ond­
conlroclions (last visilod Apr. 27, 2021). Based on 
data from U.S. Bureau of Labor Statistics, 
Unemployment Rate [UNRATE]. retrieved from 
FRED, Federal Reserve Dank of St. Louis, https:I/ 
fred.stlouisfcd.orglseries/UNRA TE (last visited Apr. 
27, 2021). 

110 U.S. Bureau of Labor Stulislics, Economic 
News Release-Table 1. Civilian labor force and 
unemployment by s tale and selected area, 
seasonally adjusted, https://Mviv.bls.gov/ 
ne1vs.releosc/laus./01./1tm (last visited Apr. 30, 
2021). 

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

Specifically, under section 602(c)(3), a 
Slate, territory, or Tribal government 
may transfer funds to a "private 
nonprofit organization . . . a Tribal 
organization . . . a public benefit 
corporation involved in the 
transportation of passengers or cargo, or 
a special-purpose unit of State or local 
government." 180 Similarly, seclion 
603(c)(3) authorizes a local government 
lo transfer funds to the same entities 
(other than Tribal organizations). 

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

State, local, territorial, and Tribal 
governments that. receive a Federal 
award directly from a Federal awarding 
agency, such as Treasury, are 
"recipients." A transferee receiving a 
transfer from a recipient under sections 
602(c)(3) and 603(c)(3) will be a 
subrecipient. Subrecipients are entities 
that receive a subaward from a recipient 
lo carry out a program or project on 
behalf of the recipient with the 
recipient's Federal award funding. The 
recipient remains responsible for 
monitoring and overseeing the 
subrecipient's use of Fiscal Recovery 
Funds and other activities related lo the 
award lo ensure that the subrecipient 
complies with the statutory and 

1ao Sec.ti on 602(c)(3) of tho Act. 

regulatory requirements and the terms 
and conditions of the award. Recipients 
also remain responsible for reporting lo 
Treastu·y on their subrecipienls' use of 
payments from the Fiscal Recovery 
Funds for the duration of U10 award. 

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

Section 603(c)(4) separately provides 
for transfers by a local government to its 
Stale or territory. A transfer under 
section 603(c)(4) will not make the Stale 
a subrecipient of the local government, 
and such Fiscal Recovery Funds may be 
used by the State for any purpose 
permitted under section 602(c). A 
transfer under section 603(c)(4) will 
result in a cancellation or termination of 
the award on the part of the transferor 
local government and a modification of 
the award to the transferee State or 
territory. The transferor must provide 
notice of the transfer to Trnasury in a 
formal specified by Treasury. If the local 
government does not provide such 
notice, it will remain legally obligated to 
Treasury under the award and remain 
responsible for ensuring that the 
awarded Fiscal Recovery Funds are 
being used in accordance with the 
statute and program guidance and for 
reporting on such uses to Treasury. A 
State that receives a transfer from a local 
government under section 603(c)(4) will 
be bound by all of the use restrictions 
set forth in section 602(c) with respect 
to the use of those Fiscal Recovery 
Funds, including the prohibitions on 
use of such Fiscal Recovery Funds to 
offset certain reductions in taxes or to 
make deposits into pension funds. 

Question 35: What are the advantages 
and disadvantages of treating the list of 
transferees in sections 602(c}{3) and 
603(c}{3) as nonexclusive, allowing 
States and localities to transfer funds to 
enlities outside of the list? 

Question 36: Are there alternative 
ways of defining "special-purpose unit 
of Slate or local government" and 
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"public benefit co1poration" that would 
better further l11e aims of the Funds? 

VII. Nonentitlement Units of 
Government 

The Fiscal Recovery Funds provides 
for $19.53 billion in paymenls Lo be 
made to Slales and Lerritories which 
will distribute the funds to 
nonenlillement units of local 
government (NEUs); local governments 
which generally have populations below 
50,000. These local governments have 
not yel received direct fiscal relief from 
Lhe Federal Government during the 
COVID- 19 public heallh emergency, 
making Fiscal Recovery Funds 
payments an imporlanl source of 
support for their public health and 
economic responses. Section 603 
requires Treasury to allocate and pay 
Fiscal Recovery Funds to the Slates and 
territories and requires the States and 
Lerrilories to distribute Fiscal Recovery 
Funds to NEUs based on population 
within 30 days ofreceipt unless an 
extension is granted by Lhe Secretary. 
The interim final rule clarifies certain 
aspects regarding Lhe distribution of 
Fiscal Recovery by States and territories 
lo NEUs, as well as requirements around 
timely payments from the Fiscal 
Recovery Funds. 

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

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

complying with the Fiscal Recovery 
Funds statutory requirement that 
distributions to NEUs not exceed 75 
percent of the NEU's most recent 
budget. The most recent budget is 
defined as the NEU's most recent annual 
total operating budget, including its 
general fund and other funds, as of 
January 27, 2020. Amounts in excess of 
such cap and therefore nol distributed 
to the NEU musl be returned to Treasury 
by the State or territory. Stales 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. Sta tes and 
territories must permil NEUs without 
formal budgets as of January 27, 2020 to 
self-certify their most recent annual 
expenditures as of January 27, 2020 for 
the purpose of calculating the cap. This 
approach will provide an administrable 
means to implement the cap for small 
local governmenls that do not adopt a 
formal budget. 

Section 603(b)(3) of Lhe Social 
Security Act provides for Treasury to 
make paymenls lo counties but provides 
that, in Lhe case of an amount to be paid 
to a county that is not a unit of general 
local government, the amount shall 
instead be paid to the State in which 
such county is located, and such State 
shall distribute such amount to 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 lo the total population 
of such county. As with NEUs, Slates 
may not place additional conditions or 
requirements on distributions lo such 
units of general local government, 
beyond those required by the ARP A and 
Treasury's implementing regulations 
and guidance. 

In the case of consolidated 
governments, section 603(b)(4) allows 
consolidated governments (e.g., a city­
county consolidated government) to 
receive payments under each allocation 
based on the respective formulas. In the 
case of a consolidated government, 
Treasury inlerprels the budget cap to 
apply to the consolidated government's 
NEU allocation under section 603(b)(2) 
but not to the consolidated 
government's county allocation under 
section 603(b)(3). 

If necessary, Stales and territories may 
use the Fiscal Recovery Funds under 
section 602(c)(l)(A) to fund expenses 
related lo administering payments to 
NEUs and units of general local 

government, as disbursing these funds 
itself is a response to the public heallh 
emergency and its negative economic 
impacts. If a Slate or Lerritory requires 
more time to disburse Fiscal Recovery 
Funds to NEUs than the allotted 30 
days, Treasury will grant extensions of 
not more than 30 days for Stales and 
territories that submit a certificalion in 
writing in accordance with section 
603(b)(2)(C)(il)(I). Additional extensions 
may be granted at the discretion of the 
Secretary. 

Question 37: What are alternative 
ways for States a.nd territories to enforce 
the 75 percent cap while reduci.ng the 
administraUve burden on them? 

Question 38: What criteria should 
Treaswy consider in assessing requests 
for extensions for further time lo 
distribute NEU payments? 

VIII. Reporting 

States (defined to include the District 
of Columbia), territories, metropolitan 
cities, counties, and Tribal governments 
will be required Lo submit one interim 
report and thereafter quarterly Project 
and Expenditure reports tluough the 
end of the award period on December 
31, 2026. The interim report will 
include a recipient's expenditures by 
category at the summary level from the 
dale of award lo July 31, 2021 and, for 
States and territories, information 
related to distributions to 
nonenlillement units. Recipients must 
submil Ll10i.r interim report to Treasury 
by August 31, 2021. Nonentillement 
units of local government are not 
required lo submit an interim report. 

The quarterly Project and Expendilure 
reports will include financial data, 
information on contracts and subawards 
over $50,000, types of projects funded, 
and other information regarding a 
recipient's utilization oftl10 award 
funds. The reporls will include the same 
general data (e.g., on obligations, 
expenditurns, contracts, grants, and sub­
awards) as those submitted by recipients 
of the CRF, with some modifications. 
Modifications will include updates to 
the expenditure categories and the 
addition of data elements related to 
specific eligible uses, including some of 
the reporting elements described in 
sections above. The initial quarterly 
Project and Expenditure report will 
cover two calendar quarters from the 
date of award lo September 30, 2021, 
and must be submilled to Treasury by 
October 31, 2021. The subsequent 
quarterly reports will cover one 
calendar quarter and must be submitted 
to Treasury within 30 days after the end 
of each calendar quarter. 

Nonentitlement units oflocal 
government will be required lo submit 
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annual Project and Expcndilure reports 
until the end of the award period on 
December 31, 2026. The initial annual 
Prnjecl and Expenditure report for 
noncnti tlcmcnl units of local 
government will cover activity from lhe 
dale of award lo September 30, 2021 
and must be submitted to Treasury by 
October 31, 2021. The subsequent 
annual reports must be submitted to 
Treasury by October 31 each year. 

States, tenitories, metropolitan cities, 
and counlies with a population that 
exceeds 250,000 residents will also be 
required lo submil an annual Recovery 
Plan Performance report lo Treasury. 
The Recovery Plan Performance report 
will provide the public and Treasury 
information on the projects that 
recipients arc under taking with program 
funding and how they are planning to 
ensure project outcomes are achieved in 
an effect ive, effic ient, and equitable 
manner. Each jurisdiction will have 
some flexibility in terms of the form and 
conten t of the Recovery Plan 
Performance report, as long as it 
includes lhe minimum information 
required by Treasury. The Recovery 
Plan Performance report will include 
key performance indicators identi fied 
by the recipient and some mandatory 
indicators identified by Treasury, as 
well as programmatic data in specific 
eligible use calegories and the specific 
reporting requirements described in the 
sections above. The initial Recovery 
Plan Performance report will cover the 
period from the date of award to July 31, 
2021 and must be submitted to Treasury 
by Augusl 31, 2021. Thereafter, 
Recovery Plan Performance reports will 
cover a 12-month period, and recipienls 
will be required to submil the report to 
Treasury within 30 days after the end of 
the 12-month period. The second 
Recovery Plan Performance report will 
cover the period from Ju ly 1, 2021 to 
June 30, 2022, and must be submitted to 
Treasury by July 31, 2022. Each annual 
Recovery Plan Performance report must 
be posled on the public-facing websit~ 
of the recipien t. Local governments w1lh 
fewer than 250,000 residents, Tribal 
governments, and nonen liUement units 
of local government are not required to 
develop a Recovery Plan Performance 
report. 

Treasw·y will provide additional 
guidance and instructions on the 
reporting requirements oullined above 
for the Fiscal Recovery Funds at a later 
date. 

IX. Comments and Effective Date 
This inlerim final rule is being issued 

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

discussed below, lhe requirements of 
advance notice and public comment do 
nol apply " to the extent that Uiere is 
involved . . . a maller relaling to agency 
... grants." 101 The interim final rule 
implements statutory conditions on the 
eligible uses of the Fiscal Recovery 
Funds grants, and addresses the 
payment of those funds , the reporting 
on uses of funds, and potential 
consequences of ineligible uses. In 
addition and as discussed below, the 
Adminislralive Procedure Act also 
provides an exception to ordinary 
notice-and-comment procedmes "when 
the agency for good cause finds (and 
incorporates the finding and a brief 
slalement of reasons therefor in the 
rules issued) that notice and public 
procedure thereon are impracticable, 
unnecessary, or contrary to the public 
interest." 1 02 This good cause 
justification also supports waiver of the 
60-day delayed effective date for major 
rules under lhe Congressional Review 
Act at 5 U.S.C. 808(2). Although this 
interim final rule is effective 
immedialely, comments are solicited 
from inlerested members of the public 
and from recipient governmenls on all 
aspects of lhe interim final rule. 

These commenls must be submitted 
on or before July 16, 2021. 

X. Regula tory Analyses 

Executive Orders 12866 and 13563 

This interim final rule is 
economically significanl for the 
purposes of Executive Orders 12866 and 
13563. Treasury, however, is proceeding 
under the emergency provision at 
Executive Order 12866 section 6(a)(3)(D) 
based on the need to act expeditiously 
to mitigate the current economic 
conditions arising from the COVID- 19 
public health emergency. The rule has 
been reviewed by the Office of 
Management and Budget (OMB) in 
accordance with Executive 01·der 12866. 
This rule is necessary to implement the 
ARPA in order lo provide economic 
relief lo State, local, and Tribal 
governments adversely impacled by the 
COVID- 19 public health emergency. 

Under Executive Order 12866, OMB 
must determine whether this regulatory 
action is "significant" and, therefore, 
subject to the requirements of the 
Executive Order and subject to review 
by OMB. Section 3(0 of Executive Order 
12866 defines a significant regulalory 

IO I 5 U.S.C. 553(a){2). 
102 5 U.S.C. 553(b)(3)(B); see also 5 U.S.C. 

553(d){3) (creating nn oxcoplion to lhe requirement 
of a 30-d ny delay he fore lhe effective date of a rule 
"for good cause foWld find published wilh lhc 
rule"). 

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

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

(2) Create a serious inconsis tency or 
otherw ise interfere wilh an action taken 
or planned by another agency; 

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

(4) Raise novel legal or policy issues 
arising out of legal mandates, the 
President's priorities, or the p rinciples 
stated in the Executive order. 
This regulatory action is an 
economically sign ificant regulalory 
action subject to review by OMB under 
section 3(0 of Executive Order 12866. 
Treasury has also reviewed these 
regulations under Executive Order 
13563, which supplements and 
explicitly reaffirms the principles, 
slruclures, and definitions governing 
regulatory review eslablished in 
Executive Order 12866. To the extent 
permilted by law, section l(b) of 
Executive Order 13563 requires that an 
agency: 

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

(2) Tailor its regulations to impose the 
least burden on sociely, consistent with 
obtaining regulalory objectives taking 
into account, among other things, and lo 
the extent practicable, the costs of 
cumulative regulations; 

(3) Select, in choosing among 
allernative regulatory approaches, those 
approaches that maximize net benefits 
(including potenlial economic, 
environmental, public health and safety, 
and other advantages; distributive 
impacts; and equity); 

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

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

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

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

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

This Regulatory Impact Analysis 
discusses the need for regulatory action, 
the potential benefits , and Lhe potential 
cos ls. 

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

This interim final rule is primar ily a 
transfer rule: Il transfers $350 billion in 
aid from the Federal Governmen t lo 
slates, territories, Tribal governments, 
and localities, generating a significant 
macroeconomic effect on the U.S. 
economy. In making this transfer, 
Treasury bas sough t to implement the 
program in ways that maximize its 
potential benefits while minimizing its 
costs. It has done so by aiming to target 
relief in key areas according to the 
congressional mandate; offering clarity 
lo States, territories, Tribal 
governments, and localities while 
maintaining their flexibility lo respond 

to local needs; and limiting 
administralive burdens. 

Analysis of Benefits. Relative to a pre­
statutory baseline, Lhe Fiscal Recovery 
Funds provide a combined $350 billion 
to State, local, and Tribal governments 
for fiscal relief and support for costs 
incurred responding to Lhe COVID- 19 
pandemic. Treasury believes that this 
transfer will generate substantial 
additional economic activity, although 
given the flexibility accorded to 
recipients in Lhe use of funds, it is not 
possible to precisely estimate the extent 
to which Utis will occur and the timing 
with which it will occur. Economic 
research has demonstra ted Lhal state 
fiscal relief is an efficient and effective 
way to mitigate declines in jobs and 
output during an economic 
downturn.103 Absent such fiscal relief, 
fiscal austerity among State, local, and 
Tribal governments could exert a 
prolonged drag on Lhe overall economic 
recovery, as occurred following the 
2007- 09 recession.1 8'1 

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

""Gabriel Ghodorow-Roich el al., Does Stale 
Fiscal Reliof during Recessions Increase 
Employment? Evidence from the American 
Recovery and Reinvestmonl Act, American Econ. J.: 
Econ. Policy, 4:3 118-45 (Aug. 2012), available al 
https:/!ivww.aeaweb.arg/lll'licles?id=10.1257/ 
pol.4.3.111). 

184 SP.e, e.g., Fitzpatrick, Haughwoul & Setren, 
Fiscal Drag from the State and Local Sector?, 
Liberty Street Economics Blog, Federal Reserve 
Bank of New York (Ju.no 27, 201 2), https:// 
11•1V11'./iborlystreeteconomics.ne11yol'kfed.org/2012/ 
06/fiscal-drag-from-the·s lote·ond-local-seclor.htm/; 
Jiri Jonas, Great Recession and Fiscal Squeeze at 
U.S. SubnaUonal Government Level, IMF Working 
Paper 12/184, (July 2012), ovailab/c at https:// 
w1v1v.imf.orglcxtornallpubs/ft/wp/2012/ 
1vp12184.pdf; Gordon, supm note 9. 

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

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

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

• Withholding of Payments to 
Recipients: Treasury believes thal for 
the vast majority of rncipient entities, il 
will be appropriate to receive funds in 
two separate payments. As discussed 
above, withholding of payments ensures 
that recipients can adapt spending plans 
to evolving economic conditions and 
that at leasl some of the economic 
benefits will be realized in 2022 or later. 
However, consistent with authorities 
granted to Treasmy in the s tatute, 
Treasury recognizes that a subset of 
States with significant remaining 
elevation in the unemployment rate 
could face heightened additional near­
term needs to aid unemployed workers 
and stimulate the recovery. Therefore, 
for a subset of Stale governments, 
Treasury will nol withhold any funds 
from the first payment. Treasury 
believes that this approach strikes the 
appropriate balance between the general 
rnasons to provide funds in two 
payments and the heightened additional 
near-term needs in specific Stales. As 
discussed above, Treasury set a 
threshold based on historical analysis of 
unemployment rates in recessions. 

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

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

particularly communities that have been 
historically disadvantaged and have 
experienced disproportionate impacts of 
the COVTD-19 crisis. Targeting relief is 
in line with Executive Order 13985, 
"Advancing Racial Equity and Support 
for Underserved Communities Tluough 
the Federal Government," which laid 
out an Administration-wide priority to 
support "equity for all, including people 
of color and others who have been 
historically underserved, marginalized, 
and adversely affected by persistent 
poverty and inequality." 1 85 To this end, 
Lhe interim final rule enumerates a list 
of services that may be provided using 
Fiscal Recovery Funds in low-income 
areas to address the disproportionate 
impacts of the pandemic in these 
communities; establishes the 
characteristics of essential workers 
eligible for premium pay and 
encouragement to serve workers based 
on financial need; provides that 
recipients may use Fiscal Recovery 
Funds to restore (to pre-pandemic 
levels) state and local workforces, where 
women and people of color are 
disproportionately represented; 1aa and 
targets investments in broadband 
infrastructure to unserved and 
underserved areas. Collectively, these 
provisions will promote use of resources 
to facilitate the provision of assistance 
to individuals and communities with 
the greatest need. 

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

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

us Executive Order on Advancing Rodal Equity 
and Support for Underserved Communities through 
the Federal Government (Jan. 20, 2021) (66 FR 7000, 
)anunry 25, 2021), https://11~1·w.whitohouse.govl 
bl'iefing-room/prcsidentiol-actions/2021/01/20/ 
cxccutive-nrdel'-advancing-racial-cq11ity-and­
.mpport-for-underservP.d-cnmmu11ities-througlr·tl1e­
fedeml-governmentl (Inst visited May 9, 2021). 

•••David Cooper, Mnry Gable & Algernon Austin, 
Economic Policy Institute Briefing Paper, The 
Public-Sector Jobs Crisis: Women and African 
Americans hit hardest by job losses in slate and 
local gavornmcnls, lrttps:/lmvll'.epi.orgl 
p11lilir.alio11/bp339·public-seclor-jnlis-crisis (last 
visited Muy 9, 2021). 

have familiarity with how lo administer 
and rcpor'l on Federal funds or granl 
funding provided by other entities. In 
particular, States, territories, and large 
localities will have received funds from 
tho CRF and Treasury expects lhem to 
rely heavily on established processes 
developed last year or through prior 
grant funding, mitigating burden on 
these governments. 

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

Executive Order 13132 
Executive Order 13132 (entitled 

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

Administrative Procedure Act 
The Administrative Procedure Act 

(APA). 5 U.S.C. 551 et seq., generally 
requires public notice and an 
opportunity for comment before a rule 
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becomes effective. However, the APA 
provides that the requirements of 5 
U .S.C. 553 do not apply "to the extent 
that there is involved . . . a matter 
relating to agency . .. grants." The 
interim final rule implements statutory 
conditions on the eligible uses of the 
Fiscal Recovery Funds grants, and 
addresses the payment of those funds, 
the reporting on uses of funds, and 
potential consequences of ineligible 
uses. The rule is thus "both clearly and 
directly related to a federal grant 
program." National Wildlife Federalion 
v. Snow, 561 F.2d 227, 232 (D.C. Cir. 
1976). The rule sets forth the "process 
necessary to maintain state ... 
eligibility for federal funds," id., as well 
as the "method[s] by which states can 
. .. qualify for federal aid," and other 
"integral part[s] of the grant program," 
Center for Au lo Safely v. Tiemann, 414 
F. Supp. 215, 222 (D.D.C. 1976). As a 
result, the requirements of 5 U.S.C. 553 
do not apply. 

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

Number of 
Reporting respondents 

(estimated) 

public health emergency; it is 
"extraordinary" legislation about which 
"both Congress and the President 
articulated a profound sense of 
'urgency." ' Petryv. Block, 737 F.2d 
1193, 1200 (D.C. Cir. 1984). Indeed, 
several provisions implemented by this 
interim final rule (sections 602(c)(l)(A) 
and 603(c)(l)(A)) expliciUy provide 
funds to "respond to the public health 
emergency," and the urgency is further 
exemplified by Congress's command (in 
sections 602(b)(6)(B) and 603(b)(7)(A)) 
that, "[t]o the extent practicable," funds 
must be provided lo Tribes and cities 
"not later than 60 days after the date of 
enactment." See Philadelphia Citizens 
in Action v. Schweiker, 669 F.2d 877, 
884 (3d Cir. 1982) (finding good cause 
under circumstances, including 
statutory time limits, where APA 
procedures would have been "virtually 
impossible"). Finally, there is an urgent 
need for States to underlake the 
planning necessary for sound fiscal 
policymaking, which requires an 
understanding of how funds provided 
under the ARPA will augment and 
internet with existing budgetary 
resources and tax policies. Treasury 
understands that many states require 
immediate rules on which they can rely, 
especially in light of the fact that the 
ARPA "covered period" began on 
March 3, 2021. The statutory mgency 
and practical necessity are good cause lo 
forego the ordinary requirements of 
notice-and-comment rulemaking. 

Congressional Review Act 

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

Number of Hours per responses per Total responses 
respondent response 

Congressional Review Act or CRA) (5 
U.S.C. 804(2) et seq.). Under the CRA, 
a major rule takes effect 60 days after 
the rule is published in the Federal 
Register. 5 U.S.C. 801(a)(3). 
Notwithstanding U1is requirement, the 
CRA allows agencies to dispense with 
the requirements of section 801 when 
the agency for good cause finds that 
such procedure would be impracticable, 
unnecessary, or contrary to the public 
interest and the rule shall take effect al 
such time as the agency promulgating 
the rule determines. 5 U.S.C. 808(2). 
Pursuant lo 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 contrary lo the public interest. 

Paperwork Reduction Act 

The information collections 
associated with State, territory, local, 
and Tribal government applications 
materials necessary to receive Fiscal 
Recovery Funds (e.g., payment 
information collection and acceptance 
of award terms) have been reviewed and 
approved by OMB pursuant to the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35) (PRA) emergency processing 
procedures and ass igned control 
number 1505- 0271 . The information 
collections relaled to ongoing reporting 
requirements, as discussed in this 
interim final rule , will be submitted to 
OMB for emergency processing in the 
near future. Under the PRA, an agency 
may not conduct or sponsor and a 
respondent is not required to respond 
to, an information collection unless it 
displays a valid OMB conb·ol number. 

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

Total burden Cost to respondent 
in hours ($48.80 per hour") 

Recipient Payment Form ..................... 5,050 1 ..................... 5,050 .25 (15 minutes) ... 1,262.5 $61,610 
Acceptance of Award Terms ............... 5,050 1 ..................... 5,050 .25 {15 minutes) ... 1,262.5 61,610 
Tille VI Assurances ............................. 5,050 1 . .................... 5,050 .50 (30 minutes) ... 2,525 123,220 
Quarterly Project and Expenditure Re- 5,050 4""- ................. 20,200 25 ......................... 505,000 24,644,000 

port. 
Annual Project and Expenditure Re- TBD 1 per year ....... t 20,000-40,000 15 ......................... 300,000-600,000 14,640,000-29,280,000 

port from NEUs. 
Annual Recovery Plan Performance 418 1 per year ....... 418 100 ······················· 41,800 2,039,840 

report. 

Total .............................................. ( .. ) N/A ................. 55,768-75,768 141 ....................... 851,850-1,151,850 41,570,280-56,210,280 

'Bureau of Labor Statistics, U.S. Department of Labor, Occupational Outlook Handbook, Accountants and Auditors, on lhe internet al https:l/www.bls.gov/oohlbusi­
ness-end-financial/accountants-and-auditors.hlm (visited March 28, 2020). Base wage of $33.89/hour increased by 44 percenl lo account for fully loaded employer 
cost of employee compensation (benefits, etc.) for a fully loaded wage rate of $48.80. 

'"5050-TBD 
•••f>er year aiter first year. 
t(Esllmate only). 

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

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

and thereafter quarterly Project and 
Expenditure reports until the end of the 
award period. Recipients must submit 
interim reports to Treasury by August 
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31, 2021. The quarlerly Project and 
Expenditure reports will include 
financial data , information on conlracts 
and subawards over $50,000, types of 
projects funded, and other information 
regarding a recipient's utilization of the 
award funds. 

Nonentitlemenl unit recipients will be 
required to submit annual Project and 
Expenditure repor ts until the end of the 
award period. The initial annual Project 
and Expenditure report for 
Nonentitlement unit recipients must be 
submitted to TreasW'y by October 31, 
2021. The subsequent annual reports 
must be submitted to Treasury by 
October 31 each year. Stales, territories, 
metropolitan cities, and counties w ith a 
population that exceeds 250,000 
residents will also be required to submit 
an annual Recovery Plan Performance 
reporl lo Treasury. The Recovery Plan 
Performance report will include 
descriptions of the projects funded and 
information on the performance 
indicators and objectives of the award. 
Each annual Recovery Plan Performance 
report must be posted on the public­
facing website of the recipient. Treasury 
will provide additional guidance and 
instructions on the all the reporting 
requirements outlined above for the 
Fiscal Recovery Funds program at a 
later date. 

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

Treasury invites comments on all 
aspects of lhe reporting and 
recordkeeping requirements including: 
(a) Whether the collection of 
information is necessary for the proper 
performance of the functions of the 
agency, including whether the 
information has practical utility; (b) the 
accuracy of the estimate of the burden 
of the collection of information; (c) ways 
to enhance the quality, utility, and 
clarity of the information lo be 
collected; (d) ways to minimize the 
burden of the collection of information; 
and (e) estimates of capital or slarl-up 
costs and costs of operation, 
maintenance, and purchase of services 
to provide information. Comments 
should be sent by the comment deadline 
to the www.regulations.gov docket with 
a copy to the Office oflnformation and 
Regulatory Affairs, U.S. Office of 
Management and Budget, 725 17th 
Street NW, Washington, DC 20503; or 
email to oira_submission@omb.eop.gov. 

Regulato1y Flexibility Analysis 
The Regulatory Flexibility Act (RFA) 

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

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

Rules that arc exempt from notice and 
comment under Ll1e APA are also 
exempt from the RFA requLrcments, 
including the requirement Lo conduct a 
regulatory flexibility analysis, when 
among other things the agency for good 
cause finds that notice and public 
procedure are impracticable, 
unnecessary, or contrary to the public 
inleresl. Since tJ1is rule is exempt from 
the notice and comment requirements of 
the APA, Treasury is not required to 
conduct a regulatory flexibility analysis . 

List of Subjects in 31 CFR Part 35 
Executive compensation, Public 

health emergency, State and local 
governments, Tribal governments. 

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

PART 35-PANDEMIC RELIEF 
PROGRAMS 

• 1. The authority citation for part 35 is 
revised to read as follows: 

Authority: 42 U.S.C. 802(£); 42 U.S.C. 
803(£); 31 U.S.C. 321; Division N, Title V, 
Subtitle B, Pub. L. 116-260, 134 Stat. 1182; 
Section 104A, Pub. L. 103-325, 108 Stat. 
2160, as amended (12 U.S.C. 4701 et seq.); 
Pub. L. 117-2, 135 Stat. 4 (42 U.S.C. 802 et 
seq.). 

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

Subpart A-Coronavirus State and 
Local Fis~al Recovery Funds 

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

of local government uncl units of general 
local government. 

§ 35.1 Purpose. 
This subpart implements section 9901 

of the American Rescue Plan Acl 
(Subtitle M of Title IX of Pub. L. 
117-2), which amends Tille VI of the 
Social Security Act (42 U.S.C. 801 et 

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

§ 35.2 Applicability. 
This subpart applies Lo States, 

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

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

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

County means a county, parish, or 
other equivalent county division (as 
defined by the Census Bmeau). 

Covered benefits include, but are not 
limited lo, the costs of all types of leave 
(vacation, fam ily-related, sick, military, 
bereavement, sabbatical , jury duly). 
employee insurance (health, life , dental, 
vision). retirement (pensions, 401(k)), 
unemployment benefit plans (Federal 
and State), workers' compensation 
insurance, and Federal Insurance 
Contributions Acl laxes (which includes 
Social SecuTity and Medicare taxes). 

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

Covered period m eans, with respect lo 
a State, Territory, or Tribal government, 
the period that: 

(1) Begins on March 3, 2021; and 
(2) Ends on the last day of the fiscal 

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

COVID-19 means the Coronavi.rus 
Disease 2019. 

COVID-19 public health emergency 
means lhe period beginning on January 
27, 2020 and until the termination of the 
national emergency concerning the 
COVID- 19 outbreak declared pursuant 
Lo lhe National Emergencies Acl (50 
U.S.C. 1601 et seq.) . 
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Deposit means an exlraordinary 
paymenL of an accrued, unfunded 
liability. The term deposit does noL refer 
to routine contributions made by an 
employer to pension funds as parL of the 
employer's obligations related to 
payroll, such as either a pension 
contribution consisting of a normal cost 
component related to current employees 
or a componenL add1·essing the 
amorlization of unfunded liabilities 
calculated by rnference Lo the 
employer's payroll costs. 

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

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

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

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

Essential wo1* means work that: 
(1) Is not performed while 

teleworking from a residence; and 
(2) Involves: 

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

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

Funds means, with respect to a 
recipient, amounts provided lo Lhe 
recipient pursuant to a paymenL made 
under secUon 602(b) or 603(b) of the 
Social Security AcL or Lransferred to the 
recipient pursuant to section 603(c)(4) 
of lhe Social Security Act. 

General revenue means money that is 
received from tax revenue, current 
charges, and miscellaneous general 
revenue, excluding refunds and other 
correcting transactions, proceeds from 
issuance of debt or the sale of 
investments, agency or privaLe trust 
lransactions, and intergovernmental 
transfers from the Federal 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 business enterprises must be 
included in general revenue. 

Intergovernmental transfers means 
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 1974 (42 U.S.C. 
5302(a)(4)) and includes cities that 
relinquish or defer their status as a 
melropolilan city for purposes of 
receiving allocalions under section 106 
of such Act (42 U.S.C. 5306) for fiscal 
year 2021. 

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

Nonentitlement unit of local 
government means a "city," as that term 
is defined in section 102(a)(5) of the 
Housing and Community Development 
Act of 1974 (42 U.S.C. 5302(a)(5)), that 
is noL a melropolitan city. 

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

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

contracts, subawards, and similar 
transactions that require payment. 

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

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

(1) With regard Lo work that the 
eligible worker previously performed, 
pay and remuneration equal to the sum 
of all wages and remuneration 
previously received plus up to $13 per 
hour with no reduction, substitution, 
offset, or other diminishment of the 
eligible worker's previous, current, or 
prospective wages or remuneration; or 

(2) With regard to work that the 
eligible worker conlinues to perform, 
pay of up to $13 that is in addition to 
the eligible worker's regular raLe of 
wages or remuneration, with no 
reduction, substitution, offset, or other 
diminishment of the workers' current 
and prospective wages or remuneration. 

Qua1ijied census tract has the same 
meaning given in 26 U.S.C. 
42(d)(5)(B)(ii)(I). 

Recipient means a State, Territory, 
Tribal governmenL, melropolitan city, 
nonentitlement unit of local 
government, county, or unit of general 
local government l.hal receives a 
payment made under section 602(b) or 
603(b) of the Social Securily Act or 
transfer pursuant to section 603(c)(4) of 
the Social Security Act. 

Reporting year means a single yeru· or 
partial year within the covered period, 
aligned Lo the current fiscal year of the 
State or TerriLory during the covered 
period. 

Secreta1y means the Secretary of the 
Treasury. 

State means each of the 50 States and 
the Disu·icL of Columbia. 

Small business means a business 
concern or other organization that 

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

(2) Is a small business concern as 
defined in seclion 3 of the Small 
Business Act (15 U.S.C. 632). 
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Tax revenue means revenue received 
from a compulsory contribution Lhal is 
exacled by a government for public 
purposes excluding refunds and 
corrections and, for purposes of§ 35.8, 
inlergovernmental transfers. Tax 
revenue does not include payments for 
a special privilege gran ted or service 
rendered, employee or employer 
assessmenls and contributions to 
finance retiremenl and social insurance 
trust systems, or special assessments lo 
pay for capital improvements. 

Territo1y means the Commonwealth 
of Puerto Rico, the United States Virgin 
Islands, Guam, the Commonwealth of 
lhe Northern Mariana Islands, or 
American Samoa. 

T1ibal enterprise means a business 
concern: 

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

(2) That is owned in part by one or 
more Tribal governments, or by a 
corporation that is wholly owned by one 
or more Tribal governments, if all other 
owners are either United States citizens 
or small business concerns, as these 
terms are used and con sistent with the 
definitions in 15 U.S.C. 657a(b)(2)(D). 

Tribal government means the 
recognized governing body of any 
Indian or Alaska Native tribe, band, 
nation, pueblo, village, community, 
component band, or component 
reservation, individually identified 
(including parenthetically) in the list 
published by the Bureau of Indian 
Affairs on January 29, 2021 , pursuant to 
section 104 of the Federally Recognized 
Indian Tribe List Act of 1994 (25 U.S.C. 
5131). 

Unemployment rate means the U-3 
unemployment rate provided by the 
Bureau of Labor Sta lislics as part of the 
Local Area Unemployment Statistics 
program, measured as total 
unemployment as a percentage of the 
civilian labor force. 

Unemployment trust fund means an 
unemployment Lrusl fund established 
under section 904 of the Social Security 
Act (42 U.S.C. 1104). 

Unit of general local government has 
the meaning given to thal term in 
seclion 102(a)(l) of the Housing and 
Community Development Act of 1974 
(42 U.S.C. 5302(a)(l)). 

Unserved and underserved 
households or businesses means one or 
more households or businesses Urnl are 
not currently served by a wireline 
connection that reliably delivers at least 
25 Mbps download speed and 3 Mbps 
of upload speed. 

§ 35.4 Reservation of authority, reporting. 

(a) Reservation of authority. Nothing 
in this subpart shall limit the authority 
of the Secretary to take action Lo enforce 
conditions or violations of Jaw, 
including actions necessary to prevent 
evasions of Lhis subpart. 

(b) Extensions or accelerations of 
liming. The Secretary may extend or 
accelerate an y deadline or compliance 
date of this subpart, including reporting 
requirements that implement Lhis 
subpart, if the Secretary determines that 
such extension or acceleration is 
appropriate. Jn determining whether an 
extension or acceleration is ap propriate, 
the Secretary will consider the period of 
time thal would be extended or 
accelerated and how the modified 
limeline would facililale compliance 
with this subpart. 

(c) Reporting and requests for other 
information. During Lhe covered period, 
recipients shall provide to the Secretary 
periodic reports providing detailed 
accounting of the uses of funds, all 
modifications lo a Slate or Territory's 
tax revenue sources, and such other 
information as the Secretary may 
require for the adminislralion of this 
section. In addition to regular reporting 
requirements, the Secretary may request 
other additional information as may be 
necessary or appropriate, including as 
may be necessary lo prevent evasions of 
the requirements of this subpart. False 
statements or claims made lo the 
Secretary may resull in criminal, civil, 
or administrative sanctions, including 
fines, imprisonment, civil damages and 
penalties, debarment from participating 
in Federal awards or contracts, and/or 
any other remedy available by law. 

§35.5 Use offunds. 

(a) In general. A recipient may only 
use funds to cover costs incurred during 
the period beginning March 3, 2021, and 
ending December 31, 2024, for one or 
more of the purposes enumerated in 
sections 602(c)(l) and 603(c)(l) of the 
Social Security Act, as applicable, 
including those enumerated in section 
§ 35.6, subject to the restrictions set 
for th in sections 602(c)(2) and 603(c)(2) 
of the Social Security Act, as applicable. 

(b) Costs incurred. A cost shall be 
considered to have been incurred for 
purposes of paragraph (a) of this section 
if the recipient has incurred an 
obligation with respect lo such cost by 
December 31, 2024. 

(c) Return of funds. A recipient must 
return any funds nol obligated by 
December 31, 2024, and any funds nol 
expended lo cover such obligations by 
December 31, 2026. 

§ 35.6 Eligible uses. 
(a) In general. Subject lo§§ 35.7 and 

35.8, a recipient may use funds for one 
or more of the purposes described in 
paragraphs (b) through (e) of this section 

(b) Responding to the public health 
emergency or its negative economic 
impacts. A recipient may use funds lo 
respond lo the public health emergency 
or its negative economic impacts, 
including for one or more of the 
following purposes: 

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

(i) Expenses related to COVID- 19 
vaccination programs and sites, 
including staffing, acquisition of 
equipmenl or supplies, facilities costs, 
and information technology or other 
administrative expenses; 

(ii) COVID-19-relaled expenses of 
public hospitals, clinics, and similar 
facilities; 

(iii) COVID- 19 related expenses in 
congregate living facilities, including 
skilled nursing facilities, long-term care 
facilities, incarceration settings, 
homeless shelters, residential foster care 
facilities, residential behavioral health 
treatment, and other grou p living 
facilities; 

(iv) Expenses of establishing 
temporary public medical facilities and 
other measures lo increase COVID-19 
treatment capacity, including related 
construction costs and other capital 
investments in public facilities to meet 
COVID-19-relaled operational needs; 

(v) Expenses of establishing 
temporary public medical facilities and 
other measures to increase COVID-19 
Lreatment capacity, including related 
construction costs and other capital 
investments in public facilities lo meet 
COVID- 19-related operational needs; 

(vi) Costs of providing COVTD-19 
testing and m onitoring, contact tracing, 
and monitoring of case trends and 
genomic sequencing for variants; 

(vii) Emergency medical response 
expenses, including emergency medical 
transportation, related to COVID- 19; 

(viii) Expenses for establishing and 
operating public tclemedicine 
capabilities for COVID- 19-related 
treatment; 

(ix) Expenses for communication 
related lo COVTD-19 vaccination 
programs and communication or 
enforcement by recipients of public 
health orders related to COVID-19; 

(x) Expenses for acquisition and 
distribution of medical and protective 
supplies, including sanitizing products 
and personal protective equipment; 

(xi) Expenses for disinfection of 
public areas and other facilities in 
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response to the COVID- 19 public health 
emergency; 

(xii) Expenses for lechnical assistance 
lo local authorities 01· other entities on 
mitigation of COVID- 19-related th.reals 
to public health and safety; 

(xii i) Expenses for quarantining or 
isolation of individuals; 

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

(xv) Expenses for treatment of the 
long-term symptoms or effects of 
COVID-19, including post-intensive 
care syndrome; 

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

(xvii) Expenses related to establishing 
or enhancing public health data 
systems; and 

(xvii i) Mental health treatment, 
substance misuse treatment, and other 
behavioral health services. 

(2) Public health and safety staff. 
Payroll and covered benefit expenses for 
public safety, public health, health care, 
human services, and similar employees 
to the exlen t that the employee's time is 
spent mitigating or responding to the 
COVID-19 public heallh emergency. 

(3) Hiring State and local government 
staff. Payroll, covered benefit, and other 
costs associated with the recipient 
increasing the number of its employees 
up to the number of employees that il 
employed on January 27, 2020. 

(4) Assistance to unemployed 
workers. Assistance, including job 
training, for individuals who wanl and 
are available for work, including those 
who have looked for work sometime in 
the past 12 months or who are 
employed part time but who want and 
are available for full-time work. 

(5) Contributions to State 
unemployment insurance trust funds. 
Contributions to an unemployment trust 
fund up to the level required lo restore 
the unemployment trust fund to its 
balance on January 27, 2020 or to pay 
back advances received under Title XII 
of the Social Security Act (42 U.S.C. 
1321) for the payment of benefits 
between JanuaTy 27, 2020 and May 17, 
2021. 

(6) Small businesses. Assistance to 
small businesses, including loans, 
wants, in-kind assistance, technical 
assistance or other services, that 
responds to the negative economic 
impacts of the COVID-19 public health 
emergency. 

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

or other services, thal responds to the 
negative economic impacts of the 
COVID- 19 public health emergency. 

(8) Assistance lo households. 
Assistance prowams, including cash 
assistance prowams, that respond to the 
COVID-19 public health emergency. 

(9) Aid to impacted industries. Aid to 
tourism, travel , hospitality, and other 
impacted industries that responds to the 
negative economic impacts of the 
COVID- 19 public health emei:~ency. 

(10) Expenses to improve efjicacy of 
public health or economic relief 
programs. Adminislrative costs 
associated with the r ecipien t's COVID-
19 public health emergency assistance 
prowams, including services responding 
to the COVID-19 public health 
emergency or its negative economic 
impac ts , that are not federally funded. 

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

(1 2) DisproporUonately impacted 
populations and communities. A 
program, service, or other assistance 
that is provided in a qualified census 
tract, that is provided to households and 
populations living in a qualified census 
tract, that is provided by a Tribal 
government, or that is provided to other 
households, businesses, or populations 
disproportionately impacted by the 
COVID-19 public heal th emergency, 
such as: 

(i) Programs or services that facilitate 
access to health and social services, 
includ ing: 

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

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

(C) Community violence intervention 
prowams; 

(ii) Programs or services that address 
housing insecurity, lack of affordable 
housing, or homelessness, including: 

(A) Supporlive housing or other 
prowams or services lo improve access 
lo slable, affordable housing among 
individuals who are homeless; 

(B) Development of affordable 
housing Lo increase supply of affordable 
and high-quality living units; and 

(C) Housing vouchers and assistance 
relocating to neighborhoods with higher 
levels of economic opporlunity and to 
reduce concentrated areas of low 
economic opportunity; 

(iii) Prowams or services lhal address 
or miligale the impacts of the COVID-
19 public health emergency on 
education, including: 

(A) New or expanded eru·ly learning 
services; 

(B) Assistance to high-poverty school 
districts lo advance equitable funding 
across districts and geographies; and 

(C) Educalional and evidence-based 
services to address the academic, social, 
emotional, and mental health needs of 
students; and 

(iv) Prowams or services that address 
or mitigate the impacts of the COVID-
19 public health emergency on 
childhood healtl1 or welfare, including: 

(A) New or expanded childcare; 
(B) Programs lo provide home visits 

by health professionals, parent 
educators, and social service 
professionals to individuals with young 
children to provide education and 
assistance for economic supporl, health 
needs, or child development; and 

(C) Services for child welfare­
involved families and foster youlh to 
provide support and education on child 
development, positive parenting, coping 
skills, or recovery for mental health and 
substance use. 

(c) Providing premium pay to eligible 
workers. A recipient may use funds to 
provide premium pay lo eligible 
workers of the recipient who perform 
essential work or lo provide wants to 
eligible employers, provided that any 
premium pay or wants provided under 
this paragraph (c) must respond to 
eligible workers performing essential 
worl< during the COVID- 19 public 
health emergency. A recipient uses 
premium pay or grants provided under 
this paragraph (c) lo respond to eligible 
workers performing essenlial work 
during the COVID-19 public health 
emergency if il prioritizes low- and 
moderate-income persons. The recipient 
musl provide, whether for themselves or 
on behalf of a grantee, a written 
justification to the Secretary of how the 
premium pay or want provided under 
this paragraph (c) responds to eligible 
workers performing essential work if the 
premium pay or want would increase an 
eligible worker 's total wages and 
remuneration above 150 percent of such 
eligible worker's residing Slate's average 
annual wage for all occupations or their 
residing county's average annual wage, 
whichever is higher. 

(d) Providing government services. For 
the provision of government services to 
the exlenl of a reduction in the 
recipient's general revenue, calculated 
according to parawaphs (d)(l) and (2) of 
this section. 

(1) Frequency. A recipient must 
calculate the reduction in ils general 
revenue using information as-of 
December 31, 2020, December 31, 2021, 
December 31, 2022, and December 31, 
2023 (each , a calculation date) and 
following each calculation date. 



Federal Register /Vol. 86, No. 93 I Monday, May 17, 2021 I Rules and Regulations 26823 

(2) Calculation. A reduction in a 
recipient's general revenue equals: 

Max ([Base Year Revenue* (1 +Growth Adjustment)G~)] -Actual General Revenue6 O} 

Where: 
Base Yea l' Revenue is the recipient's genera.I 

revenue for the most recent full .fiscal 
year prior to the COVD-19 public health 
emergency; 

Grnwth Adjustment is equal to the greater of 
4.1 percent (or 0.041) an<l the recipient's 
average annual revenue growth over the 
three full fiscal yea.rs prior to the 
COVID-19 public health emergency. 

11 equals the number of months elapsed from 
the end of the base year to the 
calculation date. 

Actual Geneml Revenue is a recipient's 
actual general revenue collected <luring 
12-month period ending on each 
calculation date; 

Subscript t denotes the specific calculation 
date. 

(e) To make necessary investments in 
infraslmclure. A recipient may use 
funds lo make investments in: 

(1) Clean Waler State Revolving Fund 
and Drinking Water State Revolving 
Fund investments. Projects or activities 
of the type that would be eligible under 
section 603(c) of the Federal Waler 
Pollution Control Act (33 U.S.C. 
1383(c)) or section 1452 of the Safe 
Drinking Water Act (42 U.S.C. 300j- 12); 
or, 

(2) Broadband. Broadband 
infrastructure that is designed to 
provide service lo unserved or 
underscrved households and businesses 
and lhal is designed to, upon 
completion: 

(i) Reliably meet or exceed 
symmetrical 100 Mbps download speed 
and upload speeds; or 

(ii) In cases where ii. is not 
practicable, because of the excessive 
cost of Lhe project or geography or 
topography of the area to be served by 
the project, to provide service meeting 
the standards sel forth in paragraph 
(e)(2)(i) of this section: 

(A) Reliably meet or exceed 100 Mbps 
download speed and between at least 20 
Mbps and 100 Mbps upload speed; and 

(B) Be scalable to a minimum of 100 
Mbps download speed and 100 Mbps 
upload speed. 

§35.7 Pensions. 
A recipient may not use funds for 

deposit inlo any pension fund. 

§35.8 Tax. 
(a) Restriction. A State or Territory 

shall not use funds lo either directly or 
indirectly offset a reduction in the net 
tax revenue of the State or Territory 

resulting from a covered change during 
the covered period. 

(b) Violation. Treasury will consider a 
State or Territory to have used funds to 
offset a reduction in nel tax revenue if, 
during a reporting year: 

(1) Covered change. The State or 
Territory has made a covered change 
that, either based on a reasonable 
statistical methodology lo isolate the 
impact of Lhe covered change in actual 
revenue or based on projections that use 
reasonable assumptions and do not 
incorporate the effects of 
macroeconomic growth to reduce or 
increase the projected impacl of the 
covered change, the SI.ale or Territory 
assesses has had or predicts to have the 
effect of reducing tax revenue relative to 
current law; 

(2) Exceeds the de minimis threshold. 
The aggregate amount of the measm·ed 
or predicted reductions in lax revenue 
caused by covered changes identified 
under paragraph (b)(1) of this section, in 
the aggregate, exceeds 1 percent of the 
State's or Territory's baseline; 

(3) Reduction in net lax rnvenue. The 
State or Territory reports a reduction in 
net tax revenue, measured as the 
difference between actual tax revenue 
and the State's or Territory's baseline, 
each measured as of the end of the 
reporting year; and 

(4) Consideration of other changes. 
The aggregate amount of measured or 
predicted reductions in tax revenue 
caused by covered changes is greater 
than the sum of the following, in each 
case, as calculated for the reporting 
year: 

(i) The aggregate amount of the 
expected increases in tax revenue 
caused by one or more covered changes 
that , either based on a reasonable 
statistical methodology lo isolate the 
impact of the covered change in actual 
revenue or based on projections thal use 
reasonable assumptions and do nol 
incorporate the effects of 
macroeconomic growth to reduce or 
increase the projected impact of lhe 
covered change, the Sta le or Territory 
assesses has had or predicts to have the 
effect of increasing tax revenue; and 

(ii) Reductions in spending, u p to the 
amount of the SI.ale's or Territory's net 
reduction in total spending, that are in: 

(A) Departments, agencies, or 
authorities in which lhe Slate or 
Territory is nol using funds; and 

(B) Deprutmenls, agencies, or 
authorities in w hich the State or 
Territory is using funds, in an amount 
equal to the value of the spending cuts 
in U10se departments, agencies, or 
authorities, minus funds used. 

(c) Amount and revenue reduction 
cap. If a Stale or Territory is considered 
lo be in violation pursuant lo paragraph 
(b) of this section, the amount used in 
violation of paragraph (a) of this section 
is equal lo the lesser of: 

(1) The reduction in nel lax revenue 
of the State or Territory for the reporting 
year, measured as the difference 
between the State's or Territory's 
baseline and its aclual lax revenue, each 
measured as of the end of the reporting 
year; and, 

(2) The aggregate amounl of the 
reductions in lax r evenues caused by 
covered changes identified in paragraph 
(b)(1) of this section, minus Lhe sum of 
the amounts in identified in paragraphs 
(b)(4)(i) and (ii). 

§ 35.9 Compliance with applicable laws. 
A recip ient must comply wilh all 

other applicable Federal stalules, 
regulations, and Executive orders, and a 
recipient shall provide for compliance 
wilh the American Rescue Plan Act, this 
subpart, and any interpretive guidance 
by other parties in any agreements it 
enters inlo with other parties relating to 
lhese funds. 

§35.10 Recoupment. 
(a) Identification of violations- (1) In 

general. Any amount used in violation 
of§ 35.5, § 35.6, or § 35 . 7 may be 
identified at any time prior lo December 
31, 2026. 

(2) Annual reporting of amounts of 
violations. On an annual basis, a 
recipient that is a State or Territory 
must calculate and report any amounts 
used in violation of§ 35.8. 

(b) Calculation of amounts subject to 
recoupment- (1) In general. Except as 
provided in paragraph (b)(2) of this 
section, Treasury will calculate any 
amounts subject to rccoupmenl 
resulting from a violation of§ 35.5, 
§ 35.6, or§ 35.7 as Lhe amounts used in 
violation of such restrictions. 

(2) Violations of§ 35.8. Treasury will 
calculate any amounts subject to 
rccoupmenl resulting from a viola tion of 
§ 35.8, equal lo the lesser of: 

(i) The amount set forth in § 35.8(c); 
and, 
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(ii) The amount of funds received by 
such recipient. 

(c) Notice. If Treasury calculates an 
amount subject to recoupment under 
paragraph (b) of this section, Treasury 
will provide the recipient a written 
notice of the amount subject to 
recoupment along with an explanation 
of such amounts. 

(d) Request for reconsideration. 
Unless Treasury extends the time 
period, within 60 calendar days of 
receipt of a notice of recoupment 
provided under paragraph (c) of this 
section, a recipient may submit a 
wri llen request to Treasury requesting 
reconsideration of any amounts subject 
to recoupment under paragraph (b) of 
this section. To request reconsideration 
of any amounts subject to recoupment, 
a recipient must submit to Treasury a 
written request thal includes: 

(1) An explanation of why the 
recipient believes all or some of the 
amount should nol be subject to 
recoupment; and 

(2) A discussion of supporting 
reasons, along with any additional 
information. 

(e) Final amount subject to 
recoupmenl. Unless Treasury extends 
the time period, with in 60 calendar days 
of receipt of the recipient's request for 
reconsideration provided pursuant to 
paragraph (d) of this section, the 
recipient will be notified of the 
Secretary's decision to affirm, withdraw, 
or modify the notice ofrecoupment. 
Such notification will include an 
explanation of the decision, including 
responses to the recipient's supporting 
reasons and consideration of additional 
information provided. 

(f) Repayment off unds. Unless 
Treasury extends the lime period, a 
recipient shall repay 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 paragraph (c) of this 
section, in the case of a recipient that 
does not submit a request for 
reconsideration in accordance with the 

requirements of paragraph (d) of this 
section· or 

(2) Within 120 calendar days of 
receipt of the Secretary's decision under 
paragraph (e) of this section, in the case 
of a recipient 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 
payment of funds pursuant to section 
602(d)(1) of the Social Securily Act that 
is Jess than two percentage points above 
its unemployment rate in February 
2020, the Secretary will withhold 50 
percent of the amount of funds allocated 
under section 602(b) of the Social 
Security Act to such Stale or territory 
until the date that is twelve months 
from the date such initial certification is 
provided to the Secretary. 

(b) Payment of withheld amount. In 
order lo receive the amount withheld 
under paragraph (a) of this section, the 
State or Territory mus t submit to the 
Secretary at least 30 days prior lo the 
date referenced in paragraph (a) the 
following information: 

(1) A certification, in the form 
provided by the Secretary, that such 
State or Territory requires the payment 
lo carry out the activities specified in 
section 602(c) of the Social Security Act 
and will use the payment in compliance 
with section 602(c) of the Social 
Security Acl; and, 

(2) Any reports required to be filed by 
that date pursuant to this subpart that 
have not yet been filed. 

§ 35.12 Distributions to nonentitlement 
units of local government and units of 
general local government. 

(a) Nonentitlement units of local 
government. Each State or Territory that 
receives a payment from Treasury 
pursuant to section 603(b)(2)(B) of the 
Social Security Act shall distribute the 
amount of the payment to 
nonentitlemenl units of government in 
such State or Territory in accordance 

with the requirements set forth in 
section 603(b)(2)(C) of the Social 
Security Act and without offsetting any 
debt owed by such nonentitlement units 
of local governments against such 
payments. 

(b) Budget cap. A State or Territory 
may not make a payment to a 
nonentitlernent unit of local government 
pursuant to section 603(b)(2)(C) of the 
Social Securily Acl and paragraph (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 as of January 27, 2020. 
A State or Territory shall pei:mit a 
nonentitlement unit of local government 
without a formal budget as of January 
27, 2020, to provide a certification from 
an authorized officer of the 
nonentillement unit of local government 
of its most recent annual expenditures 
as of January 27, 2020, and a State or 
Territory may rely on such certification 
for purposes of complying with this 
paragraph (b). 

(c) Units of general local government. 
Each State or Territory that receives a 
payment from Treasury pursuant to 
section 603(b)(3)(B)(ii) 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 lo 
units of general local government within 
such county in accordance with the 
requirements sel forth in section 
603(b)(3)(B)(ii) of the Social Security 
Act and without offsetting any debt 
owed by such units of general local 
government against such paymenls. 

(d) Additional conditions. A Stale or 
Territory may not place additional 
conditions or requirements on 
distributions to nonentitlement units of 
local government or units of general 
local government beyond those required 
by section 603 of the Social Security Act 
or this subpart. 

Laurie Schaffer, 
Acting General CoUllsel. 
(FR Doc. 2021- 10283 Filed 5-13-21 ; 11:15 run] 
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FEDERAL CLAUSES 

Code of Federal Regulations 

Title 2 - Grants and Agreements 

Volume: 1 
Date: 2014-01-01 
Original Date: 2014-01-01 
Title: Appendix II to Part 200 - Contract Provisions for Non-Federal Entity Contracts Under Federal Awards 
Context: lltle 2 - Grants and Agreements. Subtitle A - Office of Management and Budget Guidance for 
Grants and Agreements. CHAPTER II - OFFICE OF MANAGEMENT AND BUDGET GUIDANCE. -
Reserved. PART 200 - UNIFORM ADMINISTRATIVE REQUIREMENTS, COST PRINCIPLES, AND AUDIT 
REQUIREMENTS FOR FEDERAL AWARDS. 

Pt. 200, App. II 

Appendix II to Part 200-Contract Provisions for Non-Federal Entity Contracts Under Federal Awards 

In addition to other provisions required by the Federal agency or non-Federal entity, all 
contracts made by the non-Federal entity under the Federal award must contain 
provisions covering the following, as applicable. 

(A) Contracts for more than the simplified acquisition threshold currently set at $150,000, which Is the 
inflation adjusted amount determined by the Civilian Agency Acquisition Council and the Defense Acquisition 
Regulations Council (Councils) as authorized by 41 U.S.C. 1908, must address administrative, contractual, 
or legal remedies In Instances where contractors violate or breach contract terms, and provide for such 
sanctions and penalties as appropriate. 

(B) All contracts in excess of $10,000 must address tennlnatlon for cause and for convenience by the non­
Federal entity including the manner by which it will be effected and the basis for settlement. 

(C) Equal Employment Opportunity. Except as otherwise provided under 41 CFR Part 60, all contracts that 
meet the definition of "federally assisted construction contract" in 41 CFR Part 60-1.3 must Include the equal 
opportunity clause provlded under 41 CFR 60-1.4(b ), in accordance with Executive Order 11246. "Equal 
Employment Opportunity" (30 FR 12319, 12935, 3 CFR Part, 1964-1965 Comp., p. 339), as amended by 
Executive Order 11375, "Amending Executive Order 11246 Relating to Equal Employment Opportunity," and 
Implementing regulations at 41 CFR part 60, "O!T'ce of Federal Contract Compliance Programs, Equal 
Employment Opportunity, Department of Labor." 

(D) Davis-Bacon Act, as amended (40 U.S.C. 3141-3148). When required by Federal program legislation, all 
prime construction contracts in excess of $2,000 awarded by non-Federal entities must include a provision 
for compliance with the Davis-Bacon Act (40 U.S.C. 3141-3144, and 3146-3148) as supplemented by 
Department of Labor regulations (29 CFR Part 5, "Labor Standards Provisions Applicable to Contracts 
Covering Federally Financed and Assisted Construction"). In accordance with the statute, contractors must 
be required to pay wages to laborers and mechanics at a rate not less than the prevailing wages specified In 
a wage determination made by the Secretary of Labor. In addition, contractors must be required to pay 
wages not less than once a week. The non-Federal entity must place a copy of the current prevailing wage 
determination Issued by the Department of Labor in each solicitation. The decision to award a contract or 
subcontract must be conditioned upon 1he acceptance of the wage determination. The non-Federal entity 
must report all suspected or reported violations to the Federal awarding agency. The contracts must also 
include a provision for compliance with the Copeland "Anti-Kickback" Act (40 U.S.C. 3145), as 
supplemented by Department of Labor regulations (29 CFR Part 3, "Contractors and Subcontractors on 
Public Building or Public Work Financed in Whole or in Part by Loans or Grants from the United States"). 
The Act provides that each contractor or subreclpient must be prohibited from inducing, by any means, any 
person employed In the construction, completion, or repair of public work, to give up any part of the 
compensation to which he or she is otherwise entitled. The non-Federal entity must report all suspected or 
reported violations to the Federal awarding agency. 

(E) Contract Work Hours and Safety Standards Act (40 U.S.C. 3701-3708). Where applicable, all contracts 
awarded by the non-Federal entity in excess of $100,000 that Involve the employment of mechanics or 
laborers must include a provision for compliance with 40 U.S.C. 3702 and 3704, as supplemented by 
Department of Labor regulations (29 CFR Part 5). Under 40 U.S.C. 3702 of the Act, each contractor must be 
required to compute the wages of every mechanic and laborer on the basis of a standard work week of 40 
hours. Work In excess of the standard work week is permissible provided that the worker Is compensated at 
a rate of not less than one and a half times the basic rate of pay for all hours worked in excess of 40 hours In 
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the work week. The requirements of 40 U.S.C. 3704 are applicable to construction work and provide that no 
laborer or mechanic must be required to work in surroundings or under working conditions which are 
unsanitary, hazardous or dangerous. These requirements do not apply to the purchases of supplies or 
materials or articles ordinarily available on the open market, or contracts for transportation or transmission of 
intelligence. 

(F} Rights to Inventions Made Under a Contract or Agreement. If the Federal award meets the definition of 
"funding agreement" under 37 CFR § 401.2 (a) and the recipient or subreclpient wishes to enter into a 
contract with a small business firm or nonprofit organization regarding the substitution of parties, assignment 
or performance of experimental, developmental, or research work under that "funding agreement," the 
recipient or subrecipient must comply with the requirements of 37 CFR Part 401, "Rights to Inventions Made 
by Nonprofit Organizations and Small Business Firms Under Government Grants, Contracts and 
Cooperative Agreements," and any implementing regulations issued by the awarding agency. 

(G} Clean Air Act (42 U.S.C. 7401 -7671q.) and the Federal Water Pollution Control Act (33 U.S.C. 1251-
1307), as amended-Contracts and subgrants of amounts in excess of $150,000 must contain a provision 
that requires the non-Federal award to agree to comply with all applicable standards, orders or regulations 
Issued pursuant to the Clean Air Act (42 U.S.C. 7401 -7671q} and the Federal Water Pollution Control Act as 
amended (33 U.S.C. 1251-1387). Violations must be reported to the Federal awarding agency and the 
Regional Office of the Environmental Protection Agency (EPA). 

(H) Mandatory standards and policies relating to energy efficiency which are contained in the state energy 
conservation plan Issued In compliance with the Energy Policy and Conservation Act (42 U.S.C. 6201 }. 

(I} Debarment and Suspension (Executive Orders 12549 and 12689}-A contract award (see 2 CFR 
180.220) must not be made to parties listed on the governmentwide Excluded Parties List System in the 
System for Award Management (SAM}. In accordance with the OMB guidelines at 2 CFR 180 that implement 
Executive Orders 12549 (3 CFR Part 1986 Comp., p. 189) and 12689 (3 CFR Part 1989 Comp., p. 235), 
"Debarment and Suspension." The Excluded Parties List System In SAM contains the names of parties 
debarred, suspended, or otherwise excluded by agencies, as well as parties declared Ineligible under 
statutory or regulatory authority other than Executive Order 12549. 

(J} Byrd Anti-Lobbying Amendment (31 U.S.C. 1352)-Contractors that apply or bid for an award of 
$100,000 or more must file the required certification. Each tier certifies to the tier above that It will not and 
has not used Federal appropriated funds to pay any person or organization for Influencing or attempting to 
Influence an officer or employee of any agency, a member of Congress, officer or employee of Congress, or 
an employee of a member of Congress in connection with obtaining any Federal contract, grant or any other 
award covered by 31 U.S.C. 1352. Each tier must also disclose any lobbying with non-Federal funds that 
takes place in connection with obtaining any Federal award. Such disclosures are forwarded from tier to tier 
up to the non-Federal award. 

(K} See § 200.322 Procurement of recovered materia ls. 
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2 12/10/2021

Complete Nos. 1 - 4 and 6 if there are interested parties.
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of business.
Katy Christian Ministries
Katy, TX United States
Name of governmental entity or state agency that is a party to the contract for which the form is
being filed.
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Fort Bend County

Non-Profit ARPA Grant
25014
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My address is _______________________________________________, _______________________,

and my date of birth is _______________________.
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I declare under penalty of perjury that the foregoing is true and correct.
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 _______, ______________, _________.

State of ________________, on the _____day of ___________, 20_____.
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