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Coronavirus State and Local Fiscal Recovery Funds

 In March 2021, the American Rescue Plan Act (ARPA) 
was signed into law with $350 billion to ALL states, local, 
and tribal governments via the Coronavirus State and 
Local Fiscal Recovery Funds (SLFRF).

 Following a public comment period, on January 6, 2022, 
the Department of Treasury issued a final rule on the 
SLFRF, which went into effect on April 1, 2022. 
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Coronavirus State and Local Fiscal Recovery Funds

 $130.2 billion is directed to metropolitan cities, 
counties, and nonentitlement units (NEUs) of local 
government in two tranches.

 $65.1 billion for metropolitan cities and NEUs.

• $45.57 billion to metropolitan cities based on the Community 
Development Block Grant (CDBG) formula.

• $19.53 billion for NEUs as a state pass-through (states cannot 
impose added restrictions).

- NEU distributions cannot exceed 75% of their most recent 
budget, which is clarified in the final rule.

 $65.1 billion to counties.
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Tranching of Funds

 Local governments will receive funds in two tranches, with 
50% provided beginning in May 2021 and the balance 
delivered approximately 12 months later. 

 States that have experienced a net increase in the 
unemployment rate of more than 2 percentage points from 
February 2020 to the latest available data as of the date of 
certification will receive their full allocation of funds in a single 
payment; other states will receive funds in two equal tranches. 

 Governments of U.S. territories will receive a single payment. 
Tribal governments will receive two payments, with the first 
payment available in May and the second payment, based on 
employment data, to be delivered in June 2021.
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Timeline for Receipt of Funds for Local Governments

 First Tranche: Under the law, “the Secretary shall 
pay from such allocation the First Tranche Amount 
for such city, State, or county not later than 60 days 
after the date of enactment.” 

 Second Tranche: the Secretary was required to pay 
the “Second Tranche Amount for such city, State, or 
county not earlier than 12 months after the date on 
which the First Tranche Amount is paid to the city, 
State, or county.”
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Period of Performance

 Period of Performance - means the total estimated 
time interval between the start of an initial Federal 
award and the planned end date, which may include 
one or more funded portions, or budget periods.  
Identification of the period of period of performance 
in the Federal award per section 200.211(b)(5) does 
not commit the awarding agency to fund the award 
beyond the currently approved budget period.  

2 CFR 200.1 Definitions.
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Period of Performance

 Implement internal controls.

 Policy on allowability of costs incurred.

 All funds remain subject to statutory requirements.

 Period from March 3, 2021 to December 31, 2024, and 
that award funds must be expended by December 31, 
2026.

 All unused funds must be returned to the Department of 
Treasury.

31 CFR 35.3 “Period of performance”
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Coronavirus State and Local Fiscal Recovery Funds

Broadly, funds from the SLFRF may be used to:

 Replace lost public sector revenue;

 Address public health and negative economic impacts caused by the 
pandemic, including assistance to:

 Public health;

 Households;

 Small businesses;

 Non-profits;

 Impacted industries;

 Public sector; and

 Capital expenditures.

 Provide premium pay for essential workers; and

 Invest in water, sewer, and broadband infrastructure.

31 CFR 35.6 “Eligible uses.”
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Public Sector Revenue Loss Replacement 

Changes impacting the loss revenue:

 One time standard allowance for $10 million of recovery funds for the 
provision of general government services without revenue loss formula.

 Growth Adjustment rate changed from 4.1% to 5.2%.

 Definition of general revenue now includes utility revenue and liquor store.

 Recipient’s can elect to calculate lost revenue on either calendar year or 
fiscal year basis.

 In the case of any change made to any law, regulation, or administrative 
interpretation that increases/adjustment of any tax adopted after January 6, 
2022.

31 CFR 35.6(d)
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Public Sector Revenue Loss Replacement: 
General Cost Principles Still Apply

 Factors Affecting Allowability 
200.403 (a) – “Be necessary and 
reasonable for the performance of 
the Federal award and be 
allocable thereto under these 
principles.”

 Reasonable Cost 200.404 – a 
cost is reasonable if, in its nature 
and amount, it does not exceed 
that which would be incurred by a 
prudent person under the 
circumstances prevailing at the 
time the decision was made to 
incur the cost.

 200.404 (e) – Tribe should follow 
its “established practices and 
policies regarding the incurrence 
of the costs…”

 State, territorial, local, and Tribal 
governments (together, 
“Recipient”) can take advantage 
of the final rule flexibility and 
simplifications prior to the 
Effective Date. Pursuant to the 
U.S. Department of the Treasury 
Statement regarding Compliance 
with Fiscal Recovery Funds Final 
Rule, Recipient must comply with 
the final rule commencing on the 
Effective Date: April 1, 2022.  
Prior to the Effective Date, 
Treasury will take no action to 
enforce interim final rule if the use 
of funds were consistent with the 
terms of the Final Rule regardless 
of when the Fiscal Recovery 
Funds were used.  

2 CFR 200 Subpart E “Cost Principles”
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Public Sector Revenue Loss Replacement:
Exclusions

 The following should be excluded from general revenues:

 Refunds and other correcting transactions;

 Proceeds from issuance of debt or the sale of 

investments;

 Agency or private trust transactions; and

 Federal transfers to tribal governments, including 

CARES Act Coronavirus Relief Fund.
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Public Sector Revenue Loss Replacement: 
Allowed Uses

SLFRF funds may be used to provide traditional 
government services to the extent of revenue loss due to 
the pandemic, such as:

 Construction of schools and hospitals;

 Road construction and maintenance;

 Health services;

 General government administration, staff, facilities;

 Environmental remediation; and

 Police, fire, public safety services (including acquisition of 
vehicles).

31 CRF 35.6 Eligible uses.
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Public Sector Revenue Loss Replacement: 
Unallowed Uses

 Principle and interest payments on outstanding debt.

 Fees or issuance costs associated with the issuance of new debt.

 Payment of settlement agreements and judgments.

 Pursuant to 2 CFR 200.441 “Fines, penalties, damages and other 

settlements”, any costs resulting from Recipient’s violations of, 

alleged violations of, or failure to comply with federal, state, tribal, 

local or foreign laws and regulations are unallowable, except when 

incurred as a result of compliance with specific provisions of the 

Federal award, or with prior written approval of the Federal 

awarding agency.  (See also 2 CFR 200.435).

 Setting aside cash for reserves or replenishing “rainy day” or other 
reserve funds.
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Public Health and Negative Economic Impacts: 
Public Health Response Eligible Uses

 COVID-19 Mitigation and Prevention

 Vaccines/testing/contact tracing, including public education, 

outreach, transportation.

 Medical equipment and supplies, including PPE.

 Support for mitigation strategies in congregate living and public 

facilities, schools, small businesses, nonprofits, impacted 

industries.

 Temporary medical facilities dedicated to COVID-19 treatment.

 Medical Expenses

 Paid family and medical leave for public employees.

 Unreimbursed medical expenses, long-term treatment.

31 CFR 35.6(b)(3)(i)
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Public Health and Negative Economic Impacts: 
Public Health Response Eligible Uses

 Behavioral and Mental Health, Substance Abuse 
Treatment.

 Prevention, treatment, and recovery services and programs.

 Certain facilities and equipment.

 Preventing and Responding to Violence.

 Community violence intervention programs and gun violence 

enforcement efforts.

31 CFR 35.6(b)(3)(i)
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Public Health and Negative Economic Impacts: 
Determining Impacted/Disproportionately Impacted Households

Impacted Households

 Income at or below 300% of the 
Federal Poverty Guidelines 
(FMG) ($65,880/year) OR income 
at or below 65% of Area Median 
Income (AMI).

 Households experiencing 
unemployment, food/housing 
insecurity.

 Households that qualify for certain 
federal programs (CHIP, childcare 
subsidies, CCDF, Medicaid, 
affordable housing programs).

Disproportionately Impacted 
Households

 Income at or below 185% of the 
Federal Poverty Guidelines 
(FMG) ($40,626) OR income at or 
below 40% of Area Median 
Income (AMI).

 Households located in Qualified 
Census Tracts (QCT).

 Households that qualify for certain 
federal benefits (TANF, SNAP, 
SSI, WIC, Section 8, LIHEAP).

31 CFR 35.6(b)(2)
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Public Health and Negative Economic Impacts: 
Assistance to Households Eligible Uses

Impacted Households
 Cash assistance.

 Rent, mortgage, utility assistance.

 Affordable housing development.

 Food assistance, food banks.

 Health insurance, paid sick/family leave.

 Job training.

 Childcare, early learning, learning loss for K-12.

Disproportionately Impacted Households

 Services to address health and education disparities (workers, facilities, 
equipment).

 Lead paint/lead hazard remediation.

 Improvements to vacant/abandoned properties.

31 CFR 35.6(b)(3)(ii)
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Public Health and Negative Economic Impacts: 
Determining Impacted/Disproportionately Impacted Businesses

Impacted Small Businesses

 Financial insecurity 
(challenges covering payroll, 
rent/mortgage, operating 
costs).

 Decreased revenue.

 Increased costs.

Disproportionately Impacted 
Small Businesses

 Operating in a Qualified 
Census Tract (QCT).

31 CFR 35.6(b)(2)(iii)B
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Public Health and Negative Economic Impacts: 
Assistance to Small Businesses Eligible Uses

Impacted Small Businesses
 Loans or rants to mitigate financial hardship.

 Technical assistance to support business planning.

Disproportionately Impacted Small Businesses

 Rehabilitation of commercial properties, storefront improvements.

 Technical assistance to support start-up/expansion.

 Support for microbusinesses (financial, childcare, transportation costs).

31 CFR 35.6(b)(3)(ii)(B)
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Public Health and Negative Economic Impacts: 
Determining Impacted/Disproportionately Impacted Non-Profits

Impacted Non-Profits

 Financial insecurity 
(challenges covering payroll, 
rent/mortgage, operating 
costs).

 Decreased revenue.

 Increased costs.

Disproportionately Impacted 
Non-Profits

 Operating in a Qualified 
Census Tract (QCT)

31 CFR 35.6(b)(2)(iii)(C)
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Public Health and Negative Economic Impacts: 
Assistance to Non-Profits Eligible Uses

Impacted Non-Profits
 Loans or grants to mitigate financial hardship

 Technical assistance 

Disproportionately Impacted Non-Profits

 Responses that are “related and reasonably proportional” to addressing 
disproportionate impacts

A recipient can provide SLFRF funding to a non-profit for the purpose of directly 
benefitting the non-profit as a result of the non-profit experiencing a public 
health impact or negative economic impact of the pandemic. In this instance, 
these entities will be considered beneficiaries, not subrecipients, and will not be 
required to comply with subrecipient reporting requirements. (Final Rule FAQ 
#1.8)

31 CFR 35.6(b)(3)(ii)(C)
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Public Health and Negative Economic Impacts: 
Determining Impacted Industries

 Travel, tourism, and hospitality industries are considered 
impacted.

 Other industries are considered impacted if they:

 Experienced an 8% or greater loss of employment from pre-

pandemic levels.

 Are experiencing comparable or worse economic impacts as 

the travel, tourism, and hospitality industries as of January 6, 

2022.

 Aid can only be provided to businesses that were operating 
prior to the pandemic and affected by closures related to the 
pandemic.

31 CFR 35.6(b)(3)(ii)(D)
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Public Health and Negative Economic Impacts: 
Assistance to Impacted Industries Eligible Uses

 Eligible aid includes:

 Operational expenses, including as payroll and benefit 

support.

 COVID-19 mitigation and prevention measures.

 Technical assistance to support business planning.

31 CFR 35.6(b)(3)(ii)(D)
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Public Health and Negative Economic Impacts: 
Public Sector Capacity

 Payroll and benefits for employees’ time spent 
responding to COVID-19:

 Public Safety: officers, correctional/detention officers, dispatchers, 

firefighters.

 Public Health: medical/mental health service, medical examiners, 

patient care, public health departments.

 Human Services: social services and public benefit, child welfare, 

child/elder care.

Recipients can use reasonable estimates to assess time spent 
responding to the pandemic. Public health and safety employees 
are considered entirely devoted to pandemic response if the 
operating unit or division is primarily dedicated (more than half of 
the employee/unit/division time is dedicated to responding to the 
pandemic).
31 CFR 35.6(b)(3)(ii)(E)



25

Public Health and Negative Economic Impacts: 
Public Sector Capacity

 Employment and rehiring.

 Hire employees (payroll and covered benefits) for the same 

positions that existed on January 27, 2020, but were unfilled as of 

March 3, 2021.

 Hire FTEs up to 7.5% above pre-pandemic baseline.

• Pre-pandemic baseline: budgeted employees on January 27, 2020 
(filled and unfilled positions).

• Adjusted pre-pandemic baseline: Multiply pre-pandemic baseline by 
1.075.

• Actual number of FTEs: budgeted FTE level on March 3, 2021.

• Subtract the actual number of FTEs from the adjusted pre-pandemic 
baseline to calculate the number of FTEs that can be covered by 
SLFRF.

31 CFR 35.6(b)(3)(ii)(E)(2)(i)
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Public Health and Negative Economic Impacts: 
Public Sector Capacity

 Support and Retain Workers

 Reasonable increases in compensation, including additional pay for 

employees who were furloughed (up to the difference in pay, taking 

into account unemployment benefits).

 Incentives should be less than 25 percent of the rate of base pay 

for an individual employee or 10 percent for a group or category of 

employees.

 Covering administrative costs associated with hiring and retention 

programs.

 Service delivery

 Administrative costs associated with COVID-19 programs and 

court/service backlogs.

“SLFRF Final Rule.” Federal Register, January 27. Page 4387
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Public Health and Negative Economic Impacts: 
Capital Expenditures

 Projects must be related to public health/negative impact of the 
pandemic

 Projects are subject to the “related and reasonably proportional” 
standard

 Projects do not need to be pre-approved

 Eligible: EOCs, affordable housing, childcare facilities, schools, 
primary health clinics, hospitals, testing labs/equipment

 Ineligible: new correctional facilities, new congregate facilities, 
convention centers, stadiums, or other large capital projects

 If a project has a total capital expenditure of:

 Less than $1 million: no written justification

 $1 million - $10 million: written justification required, but not part of regular 

reporting requirements

 Over $10 million: written justification and regular reporting requirements

31 CFR 35.6(b)(4)
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Davis-Bacon Act Requirements and NEPA

 If funded solely with award funds from the SLFRF program, Davis-Bacon Act 
requirements (prevailing wage rates) do not apply, with the exception of 
particular SLFRF-funded construction projects in the District of Columbia.

 Additionally, the National Environmental Policy Act (NEPA) does not apply to 
projects funded solely under the SLFRF program. If, however, projects are 
also funded by other federal financial assistance programs, then NEPA may 
apply. 

“SLFRF Final Rule FAQ, 2.21” Treasury Department, April 27, 2022
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Public Health and Negative Economic Impacts: 
Replenishing Unemployment Funds

 Recipients may use SLFRF funds for contributions to unemployment 
insurance trust funds and repayment of the principal amount due on 
advances received under Title XII of the Social Security Act up to an 
amount equal to: 

 (i) the difference between the balance in the recipient’s unemployment 

insurance trust fund as of January 27, 2020 and the balance of such 

account as of May 17, 2021, plus 

 (ii) the principal amount outstanding as of May 17, 2021 on any advances 

received under Title XII of the Social Security Act between January 27, 

2020 and May 17, 2021.

31 CFR 35.6(b)(3)(ii)(A)(10)(i)
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Public Health and Negative Economic Impacts: 
Affordable Housing

 Affordable housing is one of the purposes enumerated in the Final Rule 
under the purposes of responding to the negative economic impacts of the 
public health emergency. 

 Specifically, funds may be used for the development, repair, and operation of 
affordable housing and services or programs to increase long-term housing 
security.

31 CFR 35.6(b)(3)(ii)(A)(5)
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Premium Pay

Recipients can use the SLFRF to provide premium pay to eligible 
workers performing essential work during the pandemic.

 Eligible workers are those “needed to maintain continuity of 
operations of essential critical infrastructure needs.” Treasury 
provides a list of occupations, which includes local government 
workforce.

 Essential work involves regular in-person interactions (patients, 
public, coworkers) OR physical handling of items handled by others.

 Premium pay must be in addition to wages or standard compensation 
the worker otherwise receives. Worker can be hourly, part-time, full-
time, or salaried.

31 CFR 35.6(c)
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Premium Pay

 Premium pay may be awarded up to $13 per hour and may not 
exceed $25,000 for any single worker.

 Premium pay can be retroactive and awarded in installments or lump 
sums.

 Premium pay must “respond to” workers performing essential work:

 Eligible worker is earning (including the premium) at or below 150% 

of average annual wage all occupations for the state or county, 

whichever is higher.

 Eligible worker is not exempt from Fair Labor Standards Act OT 

provisions.

 The SLFRF recipient submits written justification.

31 CFR 35.6(c)(1)
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Water and Sewer Infrastructure

Recipients can use the SLFRF to provide address water and sewer 
infrastructure, including deferred maintenance, treatment of sewage 
and stormwater, and resiliency measures to address climate change.

 Projects eligible under the Environmental Protection Agency’s Clean 
Water State Revolving Fund (CWSRF) and Drinking Water State 
Revolving Fund (DWSRF) are considered eligible. 

 The final rule expands eligibility to include additional stormwater 
infrastructure, residential wells, lead remediation (including fixtures 
and internal plumbing in schools and childcare facilities), and certain 
dams and reservoirs (related to drinking water). These projects must 
be:

 Responsive to a specific need or necessary to maintain minimum level of 
service.

 Cost-effective, taking into account alternative methods.

 Sustainable and necessary to supply drinking water to meet projected 
population growth.

31 CFR 35.6(e)(1)
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Broadband Infrastructure

Recipients can use the SLFRF to provide accessible, 
affordable, and reliable broadband.

 The final rule expands eligible areas for investment to 
includes those without reliable wireline service of at least 
100 Mbps download/20 Mbps upload speed. Recipients 
can also identify areas of need.

 Projects must meet or exceed 100 Mbps download/100 
Mbps upload unless impracticable.

 Service providers must participation in the FCC’s 
Affordable Connectivity Program or provide similar 
service to low-income consumers.

 Cybersecurity for broadband infrastructure is also eligible.

31 CFR 35.6(e)(2)
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Determining Additional Project Eligibility

SLFRF recipients can identify and respond to other pandemic impacts and 
populations beyond those enumerated in the final rule. Recipients should utilize 
these steps in determining project eligibility: 

Step 1. Identify COVID-19 public 
health or economic impact

2. Design a response that 
addresses or responds to the 
impact

Analysis  Can identify impact to a specific 
household, business, or 
nonprofit or to a class of 
households, businesses, or 
nonprofits (i.e., group) 

 Can also identify 
disproportionate, or more 
severe, impacts to a specific 
beneficiary or to a class

 Types of responses can include a 
program, service, or capital 
expenditure

 Response should be related and 
reasonably proportional to the 
harm

 Response should also be 
reasonably designed to benefit 
impacted individual or class.

“Overview of SLFRF Final Rule.” U.S. Treasury, Page 13
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Determining Additional Project Eligibility

 Identify a public health or negative economic impact on an 
individual or class:

 Those “impacted” by the pandemic or economic 

consequences.

 Those “disproportionately impacted” are affected by pre-

existing disparities that amplified the impact of the pandemic.
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Determining Additional Project Eligibility

 Identifying a class – a group of households, small businesses, or 
nonprofits – that experienced an impact:

 Entities within a designated class should have experienced similar 

harms;

 Classes can be determined based on population or geography;

 Recipients can use research to designate a population class;

 Recipients can designated a class based on an income level that is 

higher than the final rule definition of “low- and moderate-income” 

based on severity of impact; and

 Programs, services, and other interventions must be reasonably 

designed to benefit the individual or class that experienced an 

impact from the pandemic. They must also be related and 

reasonably proportional to the extent and type of impact 

experienced. 
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Reasonably Proportional Standard

“Reasonably proportional” refers to the scale of the 
response compared to the scale of the harm, as 
well as the targeting of the response to amount of 
harm experienced by a recipient.

 For example, a cash assistance program should not 
provide a very small amount of aid to a group that 
experienced severe harm while providing a larger 
amount to a group that experienced relatively little 
harm.

31 CFR 35.6(b)(3)
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Reasonably Proportional Standard

 Recipients should consider factors about the harm identified and the 
response to evaluate whether the response is reasonably 
proportional. 

 The factors that could be considered include: the size of the 
population impacted and the severity, type, and duration of the 
impact. 

 Other factors could include the efficacy, cost, cost-effectiveness, and 
time to delivery of the response. 

 For disproportionately impacted communities, recipients may also 
design interventions to address broader pre-existing disparities that 
contributed to more severe health and economic outcomes during the 
pandemic.

31 CFR 35.6(b)(3)
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Ineligible Uses of the SLFRF

 Extraordinary contributions to a pension fund.

 Debt service or replenishing financial reserves or rainy 
day funds.

 Satisfaction of settlements and judgments.

 Projects that conflict or undermine CDC COVID-19 
mitigation practices.

 Projects that violate federal Uniform Guidance conflict of 
interest requirements.

“SLFRF Final Rule.” Federal Register, January 27. Page 4423
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Compliance and Reporting

 Recipients of federal funds must complete financial, performance, 
and compliance reporting

 Expenditures may be reported on a cash or accrual basis, as long 

as the methodology is disclosed and is consistently applied (See 

definition of Expenditures under 2 CFR 200.1)

 Recipients should appropriately maintain accounting records for 
compiling and reporting accurate, compliant financial data, in 
accordance with appropriate accounting standards and principles

 Recipients should establish controls to ensure completion and timely 
submission of all mandatory performance and/or compliance 
reporting  (see reporting “Compliance and Reporting Responsibilities” 
guidance on Treasury website) (also See “Internal controls” definition 
for non-Federal entities under 2 CFR 200.1)

35 CFR 35.28
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Compliance and Reporting

 All local governments, tribal governments, and territories were 
required to report on expenditures by October 31, 2021 and must do 
so every quarter or annually after that, depending on their size.

 Counties, cities, and territories with populations over 250,000 must 
submit annual “Recovery Plan and Performance” reports.
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Compliance and Reporting
Subrecipient Monitoring

 When transferring funds to a third party with discretion over recovery 
funds, the Prime Recipients are considered pass-through entities 
(see definitions of “Pass-through entity” and “Subaward” under 2 
CFR 200.1).

 Pass-through entities must manage and monitor their subrecipients 

to ensure compliance with award requirements (See 2 CFR 

200.331 ‘Subrecipient and contractor determinations”).

 Recipients must clearly identify to the subrecipient (1) the award is a 
subaward of Fiscal Recovery Funds; (2) compliance requirements for 
use of Fiscal Recovery Funds; and (3) reporting requirements for 
expenditures of Fiscal Recovery Funds.

 Prime Recipients should review Uniform Guidance as it relates to 
subrecipients to evaluate the risk of noncompliance based on 
common set of factors, such as, audits and experience with federal 
funds.
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Procurement, Suspension, and Debarment

 Pursuant to section 200.318, “The non-Federal entity must have and use 
documented procurement procedures consistent with state, local, and tribal 
laws and regulations and the standards of this section, for the acquisition of 
property or services required under a Federal award or subaward.” 

 Recipients are responsible for ensuring any procurement using SLFRF funds 
are consistent with the procurement standards in the Uniform Guidance (2 
CFR 200.317 through 200.327).

 All procurement transactions for property or services must be conducted in a 
manner providing full and open competition.

 The Uniform Guidance establishes in 2 CFR 200.319 that all procurement 
transactions for property or services are required to be full and open competition, 
in accordance with 2 CFR 200.320, which allows non-competitive procurements 
only in one of the following conditions: item is below the micro-purchase 
threshold, item is only available from single source, public exigency or emergency 
will not permit delay from publicizing a competitive solicitation, or after solicitation 
of sources competition is deemed inaccurate.
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Procurement, Suspension, and Debarment

 Make sure to review procurement procedures in the Uniform 
Guidance.

 Ensure procurement procedures are clearly documented and used.

 Maintain written standards of conduct and prohibitions on dealing 
with suspended or debarred parties.

 Make sure Recipients adhere to all applicable local, state and federal 
procurement laws and regulations.

 Recipients must have documented procurement procedures and an 
infrastructure for competitive bidding and contractor oversight.
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Resources

 31 CFR Part 35

 Treasury’s SLFRF webpage

 The SLFRF Final Rule

 The Overview of the Final Rule

 The SLFRF Final Rule FAQ Document

 Compliance and Reporting Guidance

 IRS FAQ Document
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