Memo

10/19/2021

To: CTO3 Interested Parties
Cc:

From: Caitlin, Lou

Re: ARPA Guidance Summary 10/19/21 — Other Pots of Money

On May 11" 2021 the U.S. Department of the Treasury announced the launch of

the Coronavirus State and Local Fiscal Recovery Fund, established by the American
Rescue Plan Act of 2021, to provide $350 billion in emergency funding for state, local,
territorial, and Tribal governments. Treasury also released 151 pages of guidance
through their Interim Final Rule on the ways funds can be used to respond to acute
pandemic-response needs, fill revenue shortfalls among state and local governments,
support the communities and populations hardest-hit by the COVID-19 crisis and made
the funds available.

Since then there hasn’t been much movement on the Fund. We have yet to receive the
Final Rule, Treasury last updated their FAQ’s on July 19", and it is extremely difficult to
get specific answers from them.

That said, we wanted to provide you with some areas that you SHOULDN’T spend your
allocation on. This memo has been updated to highlight other pots of money, what you
need to know from Treasury’s SLFRF website and reporting guidance.

Additional (10/19) ARP Guidance from Del auro’s Office:

Don’t spend it on FEMA covered uses for now. There is currently a 100%
reimbursement for all FEMA COVID 19 related expenses from January 20™" to December
31 2021. We don’t know what happens after 12/31/21 and your community may have
specific pockets of need or goals that you would want to use ARP funds for. List of
eligible FEMA covered uses here:
https://www.fema.gov/sites/default/files/documents/fema_public-assistance-covid-19-
medical-care-v2-with-equity-job-aid_policy 3-15-2021.pdf

Or on other ARP Programs. This is a link to the CT general Assembly’s Office of
Legislative Research’s ARP Programs Guide and what state agency administers them.
For example, the State current has and is administering close to $450M in rent relief
through the CT Department of Housing’s federal funded UniteCT Rental Assistance
Program. The link to the report and all other ARP created programs here with allocation
amounts beginning on page 24:
https://www.cga.ct.gov/ofa/Documents/year/BLKGT/2021BLKGT-
20210326_American%20Rescue%20Plan%20Act%200f%202021.pdf
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Or State of Connecticut ARP Programs. On April 24" the Governor sent his plan to
the CGA. While it’ll almost certainly change, it remains the best idea of what the State is
spending their $2.65B on, like their proposal to spend $103M on Workforce Training.
Link to the press release here https://portal.ct.gov/Office-of-the-Governor/News/Press-
Releases/2021/04-2021/Governor-Lamont-Releases-Proposal-for-American-Rescue-
Plan-Act And check out slides 6-9 here for their line item proposal https://portal.ct.gov/-
/media/Office-of-the-Governor/News/2021/20210426-Governor-Lamont-ARPA-
allocation-plan-slide-presentation.pdf

Bill Text for reference: https://www.congress.gov/bill/117th-congress/house-
bill/1319/text#toc-HA2014788068F45DFBSDF03D5E72AFEEY

Treasury SLFRF webpage https://home.treasury.gov/policy-
issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-
fiscal-recovery-funds

And Treasury’s FAQ?’s. | think that citing specific Treasury FAQ’s in reporting would
provide a firm justification for your expenditures. Link on the main Treasury SLFRF
page and here: https://home.treasury.gov/system/files/136/SLFRPFAQ.pdf

Reporting guidance here including a sample report template here:
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-
governments/state-and-local-fiscal-recovery-funds/recipient-compliance-and-reporting-
responsibilities

And below please find the original bill text of The Fund and a 16 page summary of
the ARPA Coronavirus State and Local Fiscal Recovery Fund full 151 page interim
rule annotated by page (both attached). These are the same materials we sent in
May.

ARP Original Bill Text

Original language turned into 151 pages of guidance:
Sections 602(c)(1) and 603(c)(1) provide that funds may be used:

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

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

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

To make necessary investments in water, sewer, or broadband infrastructure.
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In addition, Congress 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)(2)(A) also provides, for States and territories, that the eligible uses do not
include: “directly or indirectly offset[ting] a reduction in the net tax revenue of [the] State
or territory resulting from a change in law, regulation, or administrative interpretation.”

ARP General Rule: Page 10

Assessing whether a program or service “responds to” the COVID-19 public health
emergency requires the recipient to, first, identify a need or negative impact of the
COVID-19 public health emergency and, second, identify how the program, service, or
other intervention addresses the identified need or impact. While the COVID-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:

Uses: Page 10-78

COVID-19 Mitigation and Prevention: Pages 10-
23

A broad range of services and programming 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 trends, genomic sequencing for variants); enforcement of public health
orders; public communication efforts; enhancement to health care capacity, including
through alternative care facilities; purchases of 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;*® ventilation improvements in congregate settings, health care
settings, or other key locations; enhancement of public health data systems; and other
public health responses.** They also include capital investments in public facilities to
meet pandemic operational needs, such as physical plant improvements to public
hospitals and health clinics or adaptations to public 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.*

Medical Expenses: Page 19

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.*?
Moreover, our understanding of the potentially serious and long-term effects of the virus
is growing, including the potential for symptoms like shortness of breath to continue for
weeks or months, for multi-organ impacts from COVID-19, or for post-intensive care
syndrome.** State and local governments may need to continue to provide care and
services to address these near-and longer-term needs.*

Behavioral Health Care: Page 19

In addition, new or enhanced State, local, and Tribal government services may be needed
to meet behavioral health needs exacerbated by the pandemic and respond to other public
health impacts. These services include mental health treatment, substance misuse
treatment, other behavioral health services, hotlines or warmlines, crisis intervention,
overdose prevention, infectious disease prevention, and

services or outreach to promote access to physical or behavioral health primary care and
preventative medicine.

Public Health and Safety Staff: 20

Treasury recognizes that responding to the public health and negative economic impacts
of the pandemic, including administering the services described above, requires a
substantial commitment of State, local, and Tribal government human resources. As a
result, the Fiscal Recovery Funds may be used for payroll and covered benefits expenses
for public safety, public health, health care, human services, and similar employees, to
the extent that their services are devoted to mitigating or responding to the COVID-19
public health emergency.*®

Accordingly, the Fiscal Recovery Funds may be used to support the payroll and covered
benefits for the portion of the employee’s time that is dedicated to responding to the
COVID-19 public health emergency. For administrative convenience, the recipient may
consider public health and safety employees to be entirely devoted to mitigating or
responding to the COVID-19 public health emergency, and therefore fully covered, if the
employee, or his or her operating unit or division, is primarily dedicated to responding to
the COVID-19 public health emergency.

Recipients may consider other presumptions for assessing the extent to which an
employee, division, or operating unit is engaged in activities that respond to the COVID-
19 public health emergency, provided that the recipient reassesses periodically and
maintains records to support its assessment, such as payroll records, attestations from
supervisors or staff, or regular work product or correspondence demonstrating work on
the COVID-19 response. Recipients need not routinely track staff hours.

Expenses to Improve the Design and Execution of Health and Public Health
Programs: Page 21

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

Eligible Uses to Address Disparities in Public Health Outcomes: Page 21



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 that will be presumed to be responding to the public health emergency when
provided in these communities.

Specifically, Treasury will presume that certain types of services, outlined below, are
eligible uses when provided in a Qualified Census Tract (QCT),* to families living in
QCTs, or when these services are provided by Tribal governments.*® Recipients may also
provide these services to other populations, households, or geographic areas that are
disproportionately impacted by the pandemic. In identifying these disproportionately-
impacted communities, recipients should be able to support their determination that the
pandemic resulted in disproportionate public health or economic outcomes to the specific
populations, households, or geographic areas to be served.

Given the exacerbation of health disparities during the pandemic and the role of pre-
existing social vulnerabilities in driving these disparate outcomes, services to address
health disparities are presumed to be responsive to the public health impacts of the
pandemic.

Specifically, recipients may use payments from the Fiscal Recovery Funds to facilitate
access to resources that improve health outcomes, including services that connect
residents with health care resources and public assistance programs and build healthier
environments, such as:

e Funding community health workers to help community members access health
services and services to address the social determinants of health

e Funding public benefits navigators to assist community members with navigating
and applying for available Federal, State, and local public benefits or services;
e Housing services to support healthy living environments and neighborhoods

conducive to mental and physical wellness

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

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

Responding to Negative Economic Impacts: Pages
23-45
General Rule:

In considering whether a program or service would be eligible under this category, the
recipient should assess whether, and the extent to which, there has been an economic



harm, such as loss of earnings or revenue, that resulted from the COVID-19 public health
emergency and whether, and the extent to which, the use would respond or address this
harm.

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

Assistance to Unemployed Workers: Page 32

This includes assistance to unemployed workers, including services like job training to
accelerate rehiring of unemployed workers; these services may extend to workers
unemployed due to the pandemic or the resulting recession, or who were already
unemployed when the pandemic began and remain so due to the negative economic
impacts of the pandemic.

State Unemployment Insurance Trust Funds: Page 32

Consistent with the approach taken in the CRF, recipients may make deposits into the
state account of the Unemployment Trust Fund established under section 904 of the
Social Security Act (42 U.S.C. 1104) up to the level needed to restore the pre-pandemic
balances of such account as of January 27, 2020 or to pay back advances received under
Title X1l of the Social Security Act (42 U.S.C. 1321) for the payment of benefits between
January 27, 2020 and [INSERT DATE OF PUBLICATION IN THE FEDERAL
REGISTERY], 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, after exhausting
the balance, required advances to fund continuing obligations to claimants. Because both
of these impacts were driven directly by the need for assistance to unemployed workers
during the pandemic, replenishing Unemployment Trust Funds up to the pre-pandemic
level responds to the pandemic’s negative economic impacts on unemployed workers.

Assistance to Households: Page 33

Assistance to households or populations facing negative economic impacts due to
COVID-19 is also an eligible use. This includes: food assistance; rent, mortgage, or
utility assistance; counseling and legal aid to prevent eviction or homelessness; cash
assistance (discussed below); emergency assistance for burials, home repairs,
weatherization, or other needs; internet access or digital literacy assistance; or job
training to address negative economic or public health impacts experienced due to a
worker’s occupation or level of training.

As discussed above, in considering whether a potential use is eligible under this category,
a recipient must consider whether, and the extent to which, the household has
experienced a negative economic impact from the pandemic. In assessing whether a
household or population experienced economic harm as a result of the pandemic, a
recipient may presume that a household or population that experienced unemployment or



increased food or housing insecurity or is low-or moderate-income experienced negative
economic impacts 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 to address the negative economic impact identified by the recipient would not be
considered to be a response to the COVID-19 public health emergency or its negative
impacts. In particular, when considering the appropriate size of permissible cash transfers
made in response to the COVID-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 section 602(c)(1)(A) and 603(c)(1)(A) and could be subject to recoupment. In
addition, a recipient could provide survivor’s benefits to surviving family members of
COVID-19 victims, or cash assistance to widows, widowers, and dependents of eligible
COVID-19 victims.

Expenses to Improve Efficacy of Economic Relief Programs: Page 34

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

Small Businesses and Non-profits: Page 34

As discussed above, small businesses and nonprofits faced significant challenges in
covering payroll, mortgages or rent, and other operating costs as a result of the public
health emergency and measures taken to contain the spread of the virus. State, local, and
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:

e Loans or grants to 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, rent, or utilities costs, and
other operating costs;

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

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

As discussed above, these services should respond to the negative economic impacts of
COVID-19. Recipients may consider additional criteria to target assistance to businesses
in need, including small businesses. Such criteria may include businesses facing financial



insecurity, substantial declines in gross receipts (e.g., comparable to measures used to
assess eligibility for the Paycheck Protection Program), or other economic harm due to
the pandemic, as well as businesses with less capacity to weather financial hardship, such
as the smallest businesses, those with less access to credit, or those serving disadvantaged
communities. Recipients should consider local economic conditions and business data
when establishing such criteria.

Rehiring State, Local, and Tribal Government Staff: Page 35

State, local, and Tribal governments continue to see pandemic impacts in overall staffing
levels: State, local, and Tribal government employment remains more than 1 million jobs
lower in April 2021 than prior to the pandemic.8 Employment losses decrease a state or
local government’s ability to effectively administer services. Thus, the Interim Final Rule
includes as an eligible use payroll, covered benefits, and other costs associated with
rehiring public sector staff, up to the pre-pandemic staffing level of the government.

Aid to Impacted Industries: Page 36

Sections 602(c)(1)(A) and 603(c)(1)(A) recognize that certain industries, such as tourism,
travel, and hospitality, were disproportionately and negatively impacted by the COVID-
19 public health emergency. Aid provided to tourism, travel, and hospitality industries
should respond to the negative economic impacts of the pandemic on those and similarly
impacted industries. For example, aid may include assistance to implement COVID-19
mitigation and infection prevention measures to enable safe resumption of tourism,
travel, and hospitality services, for example, improvements to ventilation, physical
barriers or partitions, signage to facilitate social distancing, provision of masks or
personal protective equipment, or consultation with infection prevention professionals to
develop safe reopening plans.

Aid may be considered responsive to the negative economic impacts of the pandemic if it
supports businesses, attractions, business districts, and Tribal development districts
operating prior to the pandemic and affected by required closures and other efforts to
contain the pandemic. For example, a recipient may provide aid to support safe reopening
of businesses in the tourism, travel, and hospitality industries and to business districts that
were closed during the COVID19 public health emergency, as well as aid for a planned
expansion or upgrade of tourism, travel, and hospitality facilities delayed due to the
pandemic.

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

To facilitate transparency and accountability, the Interim Final Rule requires that State,
local, and Tribal governments publicly report assistance provided to private-sector
businesses under this eligible use, including tourism, travel, hospitality, and other
impacted industries, and its connection to negative economic impacts of the pandemic.
Recipients also should maintain records to support their assessment of how businesses or



business districts receiving assistance were affected by the negative economic impacts of
the pandemic and how the aid provided responds to these impacts.

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

Specifically, Treasury will presume that certain types of services, outlined below, are
eligible uses when provided in a QCT, to families and individuals living in QCTs, or
when these services are provided by Tribal governments.*®® Recipients may also provide
these services to other populations, households, or geographic areas disproportionately
impacted by the pandemic. In identifying these disproportionately impacted communities,
recipients should be able to support their determination that the pandemic resulted in
disproportionate public health or economic outcomes to the specific populations,
households, or geographic areas to be served. The Interim Final Rule identifies a non-
exclusive list of uses that address the disproportionate negative economic effects of the
COVID-19 public health emergency, including:

Building Stronger Communities through Investments in Housing and
Neighborhoods: Page 39

The economic impacts of COVID-19 have likely been most acute in lower-income
neighborhoods, including concentrated areas of high unemployment, limited economic
opportunity, and housing insecurity.®! Services in this category alleviate the immediate
economic impacts of the COVID-19 pandemic on housing insecurity, while addressing
conditions that contributed to poor public health and economic outcomes during the
pandemic, namely concentrated areas with limited economic opportunity and inadequate
or poor-quality housing.% Eligible services include:

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

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

e 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, to help residents increase their
economic opportunity and reduce concentrated areas of low economic
opportunity.

Addressing Educational Disparities: Page 40

As outlined above, school closures and the transition to remote education raised
particular challenges for lower-income students, potentially exacerbating educational



disparities, while increases in economic hardship among families could have long-lasting
impacts on children’s educational and economic prospects. Services under this prong
would enhance educational supports to help mitigate impacts of the pandemic. Eligible
services include:

e 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;

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

e Evidence-based educational services and practices to address the academic needs
of students, including tutoring, summer, afterschool, and other extended learning
and enrichment programs; and

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

Promoting Healthy Childhood Environments: Page 40

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

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

e 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

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



Uses Outside the Scope of this Category: Pages 42-45

Certain uses would not be within the scope of this eligible use category, although may be
eligible under other eligible use categories. A general infrastructure project, for example,
typically would not be included unless the project responded to a specific pandemic
public health need (e.g., investments in facilities for the delivery 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 I1.D of this Supplementary Information. State, local,
and Tribal governments also may use the Fiscal Recovery Funds under sections
602(c)(1)(C) or 603(c)(1)(C) to provide “government services” broadly to the extent of
their reduction in revenue. See Section 11.C of this Supplementary Information.

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

For the same 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 plan in a judicial, administrative, or regulatory
proceeding, except to the extent the judgment or settlement requires the provision of
services that would respond to the COVID-19 public health emergency. That is,
satisfaction of a settlement or judgment would not itself respond to COVID-19 with
respect to the public health emergency or its negative economic impacts, unless the
settlement requires the provision of services or aid that did directly respond to these
needs, as described above.

In addition, as described in Section V.I11 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.



Premium Pay: Pages 45-51

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

Priority on lower income workers.

Such workers include:

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

. Workers at farms, food production facilities, grocery 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.

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.

Can provide up to 150% of a qualified worker’s pay and after that the governing entity needs
to provide a reason.

Furthermore, because premium pay is intended to compensate essential workers for
heightened risk due to COVID-19, it must be entirely additive to a worker’s regular rate
of wages and other remuneration and may not be used to reduce or substitute for a
worker’s normal earnings. The definition of premium pay also clarifies that premium pay
may be provided retrospectively for work performed at any time since the start of the
COVID-19 public health emergency, where those workers have yet to be compensated
adequately for work previously performed

Revenue Loss: Pages 51-61

Recipients may use payments from the Fiscal Recovery Funds for the provision of
government services to the extent of the reduction in revenue experienced due to the
COVID-19 public health emergency.

Calculation of Loss. In general, recipients will compute the extent of the reduction in
revenue by comparing actual revenue to a counterfactual trend representing what could
have been expected to occur in the absence of the pandemic. This approach measures
losses in revenue relative to the most recent fiscal year prior to the COVID-19 public
health emergency by using the most recent pre-pandemic fiscal year as the starting point
for estimates of revenue growth absent the pandemic.

e Page 56



Investments in Infrastructure: Pages 62-78

Infrastructure in water, sewer, and broadband.
Encourages PLAs and prevailing Wage.
Water and Sewer Infrastructure: Pages 63-68

The ARPA provides funds to State, local, and Tribal governments to make necessary
investments in water and sewer infrastructure.'? By permitting funds to be used for water
and sewer infrastructure needs, Congress recognized the critical role that clean drinking
water and services for the collection and treatment of wastewater and stormwater play in
protecting public health. Understanding that State, local, and Tribal governments have a
broad range of water and sewer infrastructure needs, the Interim Final Rule provides
these governments with wide latitude to identify investments in water and sewer
infrastructure 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 Water State Revolving Fund (DWSRF)

Broadband Infrastructure: Pages 69-78

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 to 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 that 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 to deliver such service speeds because of the geography,
topography, or excessive costs associated with such a project. In these instances, the
affected project would be expected to be designed to deliver, upon project completion,
service that reliably meets or exceeds 100 Mbps download and between at least 20 Mbps
and 100 Mbps upload speeds and be scalable to a minimum of 100 Mbps symmetrical for
download and upload speeds.'** 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 to meet increasing
household demands for bandwidth. Treasury also recognizes that different communities
and their members may have a broad range of internet needs and that those needs may
change over time.



Restrictions on Use: 78-97

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.

e Page79

Section 602(c)(2)(A) of the Act provides that States and territories may not “use the
funds ... to either directly or indirectly offset a reduction in ... net tax revenue ...
resulting from a change in law, regulation, or administrative interpretation during the
covered period that reduces any tax ... or delays the imposition of any tax or tax
increase.”

e Pages 81-95

Timeline for Use of Fiscal Recovery Funds: Pages
97-99

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, territory, Tribal government, or
local government by December 31, 2024.

The Interim Final Rule thus permits funds to be used to cover costs incurred beginning on
March 3, 2021. This aligns the period for use of Fiscal Recovery Funds with the period
during which these funds may not be used to offset reductions in net tax revenue.

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

Recoupment Process: Pages 100-101

Treasury will collect information regarding eligible uses on a quarterly basis and on the
tax offset provision on an annual basis. Treasury also may consider other information in
identifying a violation, such as information provided by members of the public. If
Treasury identifies a violation, it will provide written notice to the recipient along with an
explanation of such amounts.

There is an appeal process.

Payments in Tranches to Local Governments and
Certain States: Pages 102-105

Section 603 of the Act provides that the Secretary will make payments to local
governments in two tranches, with the second tranche being paid twelve months after the
first payment. In addition, section 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 to twelve months from the date on which the State or territory provides
its certification to the Secretary.

Unemployment rates may impact payments.

Transfer: Pages 105-107

The statute authorizes State, territorial, and Tribal governments; counties; metropolitan
cities; and nonentitlement units of local government (counties, metropolitan cities, and
nonentitlement units of local government are collectively referred to as “local
governments”) to transfer amounts paid from the Fiscal Recovery Funds to a number of
specified entities.

Specifically, under section 602(c)(3), a State, 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.”*®° Similarly, section 603(c)(3) authorizes a local
government to transfer funds to the same entities (other than Tribal organizations).

The Interim Final Rule clarifies that the lists 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 to transfer Fiscal Recovery Funds to other constituent units of government
(e.g., a county is able to transfer Fiscal Recovery Funds to a city, town, or school district
within it) or to private entities. This approach is intended to help provide funding to local
governments with needs that may exceed the allocation provided under the statutory
formula.

Nonentitlement Units of Government: Pages 108-
110

Section 603 requires Treasury to allocate and pay Fiscal Recovery Funds to the States
and territories and requires the States and territories to distribute Fiscal Recovery Funds
to NEUSs based on population within 30 days of receipt unless an extension is granted by
the Secretary. The Interim Final Rule clarifies certain aspects regarding the distribution
of Fiscal Recovery by States and territories to NEUSs, as well as requirements around
timely payments from the Fiscal Recovery Funds.

Population based not exceed 75 percent of the NEU’s most recent budget.

If necessary, States and territories may use the Fiscal Recovery Funds under section
602(c)(1)(A) to fund expenses related to administering payments to NEUs and units of
general local government, as disbursing these funds itself is a response to the public
health emergency and its negative economic impacts.



Reporting Pages: 110-112

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

The quarterly Project and Expenditure reports will include financial data, information on
contracts and subawards over $50,000, types of projects funded, and other information
regarding a recipient’s utilization of the award funds. The reports will include the same
general data (e.g., on obligations, expenditures, contracts, grants, and sub-awards) as
those submitted by recipients of the CRF, with some modifications. Modifications 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 to September 30, 2021, and must be submitted to
Treasury by October 31, 2021. The subsequent quarterly reports will cover one calendar
quarter and must be submitted to Treasury within 30 days after the end of each calendar
quarter.

Nonentitlement units of local government will be required to submit annual Project and
Expenditure reports until the end of the award period on December 31, 2026. The initial
annual Project and Expenditure report for nonentitlement units of local government will
cover activity from the date of award to September 30, 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.

Comments and Effective Date: Page 113

This Interim Final Rule is being issued without advance notice and public comment to
allow for immediate implementation of this program. As discussed below, the
requirements of advance notice and public comment do not apply “to the extent that there
isinvolved . . . a matter relating to agency . . . grants.”

Regulatory Analyses: Pages 114-128

Impacts of Executive Orders and other laws like the Paperwork Reduction Act’s impact
on the ARPA.

RULE TEXT: Pages 129-151

Definitions and such.



