Oklahoma State Auditor and Inspector’s Federal Awards Guidance for
Counties for Fiscal Recovery Funds

Allowable and Unallowed Costs

for Fiscal Recovery Funds

The American Rescue Plan Act of 2021 (“ARPA”) made available to counties in the State of Oklahoma
approximately $767,000,000 in Federal awards under the Coronavirus State and Local Fiscal Recovery
Funds (“Fiscal Recovery Funds”).

In May 2021 the Treasury Department (“USTD”) issued their Interim Final Rule which provided
guidance for how the Federal award was to be used. This 151-page document covered a broad range
of topics. Due to the volume of the guidance, and the sections that do not pertain or are unlikely to
pertain to County governments, the following Allowable and Unallowed Costs for Fiscal Recovery
Funds document has been produced to summarize the USTD’s Interim Final Rule for County use.
While much of the text below comes directly from the Interim Final Rule, this document does not
represent authoritative guidance. Users are encouraged to check the information below against the
actual Interim Final Rule or potential subsequent regulations for ARPA funding. In the sections below
page numbers are listed to show where similar items are addressed in the Interim Final Rule
appearing in blue text (For example “10” refers to page 10 of the Interim Final Rule).

The information below appears in three separate sections, as follows:

The section in green indicates costs that are
generally allowable
The section in yellow indicates costs that are
allowable under certain conditions

Each of the three sections is split into two columns. The first column (“Items”) provides information
on the specific cost categories addressed by the Interim Final Rule. The second column (“Special
Considerations”) provides further considerations, reporting and documentation requirements unique
to the cost category, and audit expectations or documentation that will likely be reviewed during the
County’s financial audit.



https://home.treasury.gov/system/files/136/FRF-Interim-Final-Rule.pdf
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Allowed with Restrictions

Item

Special Considerations

Public Health Emergency
Fiscal Recovery Funds provide significant resources for counties to meet the wide range of public
health and economic impacts of the COVID-19 public health emergency. Many of the eligible costs
were described above in the “Allowable Costs” section. The following additional items are allowed

with restrictions or under certain circumstances.

To assess whether additional uses not addressed in the Interim Final Rule would be eligible under this
category, the County should identify an effect of COVID-19 on public health, including either or both
of immediate effects or effects that may manifest over months or years, and assess how the use
would respond to or address the identified need. These considerations should be adequately

documented. (17)

Public health and safety staff

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.

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. The County 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. (20 - 21)

The Interim Final Rule uses language similar to
the Coronavirus Relief Fund (CRF) in that it
restricts payroll and covered benefit expenses to
those employees who are “primarily dedicated”
to responding to the COVID-19 public health
emergency. This determination is made at the
County-level and should be adequately
documented.

Counties 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 County 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. (20 - 21)

Eligible uses to address disparities in public
health outcomes

Certain types of services are eligible uses when
provided in a Qualified Census Tract (QCT)*
including:

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

Counties 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,
counties 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.
(22)
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navigating and applying for available Counties should adequately document how it was
Federal, State, and local public benefits determined that communities were
or services disproportionately impacted.

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

e Evidence-based community violence
intervention programs to prevent
violence and mitigate the increase in
violence during the pandemic (21 - 23)

*Qualified Census Tracts are a common, readily-
accessible, and geographically granular method
of identifying communities with a large
proportion of low-income residents. Using an
existing measure may speed implementation and
decrease administrative burden, while identifying
areas of need at a highly-localized level. (21)

Negative Economic Impacts
Fiscal Recovery Funds provide significant resources for counties to meet the wide range of public
health and economic impacts of the COVID-19 public health emergency. Many of the eligible costs
were described above in the “Allowable Costs” section. The following additional items are allowed
with restrictions or under certain circumstances.

Eligible uses that respond to the negative economic impacts of the public health emergency must be
designed to address an economic harm resulting from or exacerbated by the public health
emergency. In considering whether a program or service would be eligible under this category, the
County 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.

The County 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 to individuals or businesses that did not experience a
negative economic impact from the public health emergency would not be an eligible use under this
category. In addition, the eligible use must “respond to” the identified negative 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. (30 - 31)
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Because of these specifics, OSAI highly recommends all related costs in this category be adequately
documented to demonstrate how the County considered whether an economic harm exists, to what
extent this was caused by or made worse by the COVID-19 public health emergency, and how the
costs respond to the identified negative economic impact.

Assistance to households

Assistance to households was described above in
the “Allowable Costs” section. The Interim Final
Rule also allows cash assistance to be paid to
households under certain conditions. In addition,
the County 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.

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
County would not be considered to be a response
to the COVID-19 public health emergency or its
negative impacts. (33 - 34)

When considering the appropriate size of
permissible cash transfers made in response to
the COVID-19 public health emergency the
County 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 and could be subject to recoupment.
(33-34)

All considerations taken to determine that cash
payments to households meet eligibility
requirements should be adequately documented.

Small businesses and non-profits, 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

e Technical assistance, counseling, or other
services to assist with business planning
needs (34 - 35)

These services should respond to the negative
economic impacts of COVID-19. The County 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. The County should consider local
economic conditions and business data when
establishing such criteria. (35)

All considerations should be adequately
documented.

Aid to impacted industries
Aid provided to tourism, travel, and hospitality
industries and similarly impacted industries may

When considering providing aid to industries
other than tourism, travel, and hospitality,
counties should consider the extent of the
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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, the County 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. (36 - 38)

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. Counties 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 counties 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. Counties
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.
(36 - 38)

Premium Pay

Fiscal Recovery Funds may be used by counties 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 (see Interim Final
Rule for examples of eligible workers).

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

Caution — The Interim Final Rule provisions for
premium pay should not be broadly interpreted
to mean any employee of the County. Eligible
workers are those performing essential work
during the COVID-19 public health emergency.
The Interim Final Rule gives examples of such
workers (46) but also indicates counties have
the discretion to add additional sectors to this
list, so long as the sectors are considered critical
to protect the health and well-being of
residents. The County should maintain
adequate documentation to support any sectors
added to the list of eligible workers.

ARPA defines premium pay to mean an amount
up 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.
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remuneration and may not be used to reduce or
substitute for a worker’s normal earnings.

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. 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 both retrospective premium pay for
prior work as well as prospective premium pay
for current or ongoing work.

There are additional reporting requirements for
grants to third-party employers, including the
public disclosure of grants provided (see Interim
Final Rule, Section VIII). (45 - 51)

If premium pay would increase a worker’s total
pay above 150 percent of their residing state’s
average annual wage for all occupations, as
defined by the Bureau of Labor Statistics’
Occupational Employment and Wage Statistics,
or their 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
County 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 work during the public
health emergency. See U.S. Bureau of Labor
Statistics, State Occupational Employment and
Wage Estimates and U.S. Bureau of Labor
Statistics, May 2020 Metropolitan and
Nonmetropolitan Area Estimates listed by county
or town. (45 - 51)

The County should adequately document all
considerations taken to ensure these compliance
requirements are met.

Revenue Loss

Counties 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. The County’s reduction in revenue is
measured relative to the revenue collected in the
most recent full fiscal year prior to the
emergency.

Counties have broad latitude to use the Fiscal
Recovery Funds recouped through revenue loss
for the provision of County services which can
include, but are not limited to, maintenance or
pay-go funded building of infrastructure,
including roads; modernization of cybersecurity,
including hardware, software, and protection of
critical infrastructure; health services;
environmental remediation; school or

Caution — The Interim Final Rule provisions for
calculating revenue loss are complex and
detailed. The information given here is only a
summary of the information contained in the
Interim Final Rule. Counties should carefully
read the full provisions for calculating revenue
loss and adequately document each step in the
process.

To calculate the extent of the reduction in
revenue at each of these dates, counties should
follow a four-step process:

1. Identify 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.

2. Estimate counterfactual revenue, which is
equal to base year revenue * [(1 + growth



https://www.bls.gov/oes/current/oessrcst.htm
https://www.bls.gov/oes/current/oessrcst.htm
https://www.bls.gov/oes/current/oessrcst.htm
https://www.bls.gov/oes/current/county_links.htm
https://www.bls.gov/oes/current/county_links.htm
https://www.bls.gov/oes/current/county_links.htm
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educational services; and the provision of public
safety services. However, Fiscal Recovery Funds
recouped through revenue loss may not be used
for costs that are specifically prohibited, as noted
in the “Unallowed Costs” section.

The Interim Final Rule provides a uniform and
comprehensive methodology for calculating
revenue loss. In general, counties 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. 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. (51 - 61)

Per the USTD’s FAQ’s, where audited data is not
available, counties are not required to obtain
audited data in calculating revenue loss.

adjustment) A n/12)], where n is the
number of months elapsed since the end
of the base year to the calculation date,
and growth adjustment is the greater of
4.1 percent and the County’s average
annual revenue growth in the three full
fiscal years prior to the COVID-19 public
health emergency.

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

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

Upon receiving Fiscal Recovery Fund payments,
counties may immediately calculate revenue loss
for the period ending December 31, 2020. (51 -
61)

Investments in infrastructure
To provide public transparency on whether projects are using practices that promote on-time and on-
budget delivery, Treasury will seek information from counties on their workforce plans and practices
related to water, sewer, and broadband projects undertaken. (62 - 63)

Eligible infrastructure uses of the Fiscal Recovery Funds fall into three broad categories of water,
sewer, and broadband. The water and sewer categories were described above in the “Allowable
Costs” section. The broadband category is described below.

Infrastructure other than water, sewer, and
broadband

Fiscal Recovery Funds may not be
indiscriminately used on infrastructure projects
of the County such as roads, bridges, County
barns, the courthouse, or the jail if such projects
are not within the scope of an eligible use
category. For example, if 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).

Caution — While infrastructure projects other
than water, sewer, and broadband are
permissible under certain circumstances (such as
responding to specific pandemic public health
needs or funded through revenue loss funds)
counties should carefully consider whether such
costs are in compliance with Fiscal Recovery
Fund requirements and whether such
compliance and considerations can be
adequately documented. For example, an
expansion or maintenance of County facilities
such as the courthouse, jail, or district barns
should be necessary to address needs directly
related to the COVID-19 public health
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Counties may also use Fiscal Recovery Funds emergency, unless sufficient revenue loss
recouped through revenue loss (described above) | recoupment can cover the cost of the project.
for general infrastructure projects. (42 - 43) (42 -43)
Broadband infrastructure The Interim Final Rule provisions for eligible
Eligible investments in broadband are those that | broadband infrastructure are complex and
are designed to provide services meeting detailed. The information given here is only a
adequate speeds and are provided to unserved summary of the information contained in the
and underserved households and businesses. Interim Final Rule. Counties should carefully read
The Interim Final Rule provides counties with the full provisions and maintain appropriate

flexibility to identify the specific locations within | documentation to show compliance.
their communities to be served and to otherwise
design the project. 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. (69 - 77)

Transfers
When a County transfers Fiscal Recovery Funds to another entity, that entity becomes the County’s
“subrecipient”. Counties 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, counties 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.

The County remains responsible for monitoring and overseeing the subrecipient’s use of Fiscal
Recovery Funds and other activities related to the award to ensure that the subrecipient complies
with the statutory and regulatory requirements and the terms and conditions of the award. Counties
also remain responsible for reporting to Treasury on their subrecipients’ use of payments from the
Fiscal Recovery Funds for the duration of the award. Once Fiscal Recovery Funds are received, the
subrecipient must abide by the restrictions on use applicable to the transferor under the ARPA and
other applicable law and program guidance. (105 - 107)

The Treasury’s Compliance and Reporting Guidance provides additional guidance on the County’s
responsibility with its subrecipients as follows: First, the County must clearly identify to the
subrecipient:

1. that the award is a subaward of Fiscal Recovery Funds

2. any and all compliance requirements for use of Fiscal Recovery Funds

3. any and all reporting requirements for expenditures of Fiscal Recovery Funds

Next, the County will need to evaluate each subrecipient’s risk of noncompliance based on a set of
common factors. These risk assessments may include factors such as prior experience in managing
Federal funds, previous audits, personnel, and policies or procedures for award execution and
oversight. Ongoing monitoring of any given subrecipient should reflect its assessed risk and include
monitoring, identification of deficiencies, and follow-up to ensure appropriate remediation.



https://home.treasury.gov/system/files/136/SLFRF-Compliance-and-Reporting-Guidance.pdf
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Accordingly, the County should develop written policies and procedures for subrecipient monitoring
and risk assessment and maintain records of all award agreements identifying or otherwise
documenting subrecipients’ compliance obligations.
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