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Responding to Public Health and Economic
Impacts of COVID-19

Final Rule “Policy Language"

§ 35.6 Eligible uses

(b) Responding to the public health emergency or its negative economic impacts. A

recipient may use funds to respond to the public
health emergency or its negative economic
impacts if the use meets the criteria provided in
paragraph (b)(1) of this section or is enumerated
in paragraph (b)(3) of this section; provided that,
in the case of a use of funds for a capital
expenditure under paragraphs (b)(1) or (b)(3) of
this section, the use of funds must also meet the
criteria provided in paragraph (b)(4) of this
section. Treasury may also articulate additional
eligible programs, services, or capital
expenditures from time to time that satisfy the
eligibility criteria of this paragraph (b), which shall
be eligible under this paragraph (b).

(1) Identifying eligible responses to the public
health emergency or its negative economic

impacts.
(i) A program, service, or capital expenditure is

What does this mean?

¢

Expenses and projects that are eligible for use of
funds tied to responding to the public health
emergency or its negative economic impacts must:

e Be one of the listed eligible uses noted by
Treasury for this category, see (b)(3); or

e Meet criteria for identifying eligible
responses to the public health emergency or
its economic impacts, see(b)(1)

Capital expenditures related to this eligible use must
meet the criteria mentioned above, as well as the
criteria outlined for capital expenditures, see (b)(4).

eligible under this paragraph (b)(1) if a identifies a harm or impact to a beneficiary or class of
beneficiaries caused or exacerbated by the public health emergency or its negative economic
impacts and the program, service, or capital expenditure responds to such harm.

(ii) A program, service, or capital expenditure responds to a harm or impact experienced by an
identified beneficiary or class of beneficiaries if it is reasonably designed to benefit the
beneficiary or class of beneficiaries that experienced the harm or impact and is related and
reasonably proportional to the extent and type of harm or impact experienced.

(2) Identified harms: Presumptions of impacted and disproportionately impacted beneficiaries. A
recipient may rely on the following presumptions to identify beneficiaries presumptively
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impacted or disproportionately impacted by the public health emergency or its negative
economic impacts for the purpose of providing a response under paragraph (b)(1) or (b)(3) of
this section:

(i) Households or populations that experienced unemployment; experienced increased food or
housing insecurity; qualify for the Children’s Health Insurance Program (42 U.S.C. 1397aa et
seq.), Childcare Subsidies through the Child Care and Development Fund Program (42 U.S.C.
9857 et seq. and 42 U.S.C. 618), or Medicaid (42 U.S.C. 1396 et seq.); if funds are to be used for
affordable housing programs, qualify for the National Housing Trust Fund (12 U.S.C. 4568) or
the Home Investment Partnerships Program (42 U.S.C. 12721 et seq.); if funds are to be used to
address impacts of lost instructional time for students in kindergarten through twelfth grade,
any student who did not have access to in-person instruction for a significant period of time;
and low- and moderate-income households and populations are presumed to be impacted by
the public health emergency or its negative economic impacts;

(ii) The general public is presumed to be impacted by the public health emergency for the
purposes of providing the uses set forth in subparagraphs (b)(3)(i)(A) and (b)(3)(i)(C); and

(iii) The following households, communities, small businesses, and nonprofit organizations are
presumed to be disproportionately impacted by the public health emergency or its negative
economic impacts:

(A) Households and populations residing in a qualified census tract; households and
populations receiving services provided by Tribal governments; households and
populations residing in the territories; households and populations receiving services
provided by territorial governments; low-income households and populations;
households that qualify for Temporary Assistance for Needy Families (42 U.S.C. 601 et
seq.), the Supplemental Nutrition Assistance Program (7 U.S.C. 2011 et seq.), Free and
Reduced Price School Lunch and/ or Breakfast programs (42 U.S.C. 1751 et seq. and 42
U.S.C. 1773), Medicare Part D Low-income Subsidies (42 U.S.C. 1395w-114),
Supplemental Security Income (42 U.S.C. 1381 et seq.), Head Start (42 U.S.C. 9831 et
seq.), Early Head Start (42 U.S.C. 9831 et seq.), the Special Supplemental Nutrition
Program for Women, Infants, and Children (42 U.S.C. 1786), Section 8 Vouchers (42
U.S.C. 1437f), the Low-Income Home Energy Assistance Program (42 U.S.C. 8621 et
seq.), Pell Grants (20 U.S.C. 1070a), and, if SLFRF funds are to be used for services to
address educational disparities, Title | eligible schools;

(B) Small businesses operating in a qualified census tract, operated by Tribal
governments or on Tribal lands, or operating in the territories; and

(C) Nonprofit organizations operating in a qualified census tract, operated by Tribal
governments or on Tribal lands, or operating in the territories.



(3) Enumerated eligible uses: Responses presumed reasonably proportional. A recipient may use
funds to respond to the public health emergency or its negative economic impacts on a
beneficiary or class of beneficiaries for one or more of the following purposes unless such use is
grossly disproportionate to the harm caused or exacerbated by the public health emergency or
its negative economic impacts:

(i) Responding to the public health impacts of the public health emergency for

purposes including:
(A) COVID-19 mitigation and prevention in a manner that is consistent with
recommendations and guidance from the Centers for Disease Control and Prevention,
including vaccination programs and incentives; testing programs; contact tracing;
isolation and quarantine; mitigation and prevention practices in congregate settings;
acquisition and distribution of medical equipment for prevention and treatment of
COVID-19, including personal protective equipment; COVID- 19 prevention and
treatment expenses for public hospitals or health care facilities, including temporary
medical facilities; establishing or enhancing public health data systems; installation and
improvement of ventilation systems in congregate settings, health facilities, or other
public facilities; and assistance to small businesses, nonprofits, or impacted industries to
implement mitigation measures;

(B) Medical expenses related to testing and treating COVID—19 that are provided in a
manner consistent with recommendations and guidance from the Centers for Disease
Control and Prevention, including emergency medical response expenses, treatment of
long-term symptoms or effects of COVID-19, and costs to medical providers or to
individuals for testing or treating COVID-19;

(C) Behavioral health care, including prevention, treatment, emergency or first-
responder programs, harm reduction, supports for long-term recovery, and behavioral
health facilities and equipment; and

(D) Preventing and responding to increased violence resulting from the public health
emergency, including community violence intervention programs, or responding to
increased gun violence resulting from the public health emergency, including payroll
and covered benefits associated with community policing strategies; enforcement
efforts to reduce gun violence; and investing in technology and equipment;

(ii) Responding to the negative economic impacts of the public health emergency for purposes
including:

(A) Assistance to households and individuals, including:




(1) Assistance for food; emergency housing needs; burials, home repairs, or weatherization;
internet access or digital literacy; cash assistance; and assistance accessing public benefits;

(2) Paid sick, medical, or family leave programs, or assistance to expand access to health
insurance;

(3) Childcare, early learning services, home visiting, or assistance for child welfare-involved
families or foster youth;

(4) Programs to address the impacts of lost instructional time for students in kindergarten
through twelfth grade;

(5) Development, repair, and operation of affordable housing and services or programs to
increase long-term housing security;

(6) Financial services that facilitate the delivery of Federal, State, or local benefits for
unbanked and underbanked individuals;

(7) Benefits for the surviving family members of individuals who have died from COVID-19,
including cash assistance to surviving spouses or dependents of individuals who died of
COVID-19;

(8) Assistance for individuals who want and are available for work, including those who are
unemployed, have looked for work sometime in the past 12 months, who are employed part
time but who want and are available for full-time work, or who are employed but seeking a
position with greater opportunities for economic advancement;

(9) Facilities and equipment related to the provision -

of services to households provided in subparagraphs

(b)(3)(ii)(A)(1)-(8); What does this mean?
(10) The following expenses related to This means that facilities and

Unemployment Trust Funds: equipment expenses are eligible uses
if they are related to the eligible uses
listed above for addressing the public
health emergency and negative
economic impacts.

(i) Contributions to a recipient Unemployment
Trust Fund and repayment of principal amounts
due on advances received under Title XII of the
Social Security Act (42 U.S.C. 1321) up to an
amount equal to the difference between the
balance in the recipient’s Unemployment Trust Fund as of January 27, 2020 and the
balance of such account as of May 17, 2021 plus 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; provided that if a recipient repays
principal on Title XII advances or makes a contribution to an Unemployment Trust Fund
after April 1, 2022, such recipient shall not reduce average weekly benefit amounts or
maximum benefit entitlements prior to December 31, 2024; and
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(ii) Any interest due on such advances received under Title Xl of the Social Security Act
(42 U.S.C. 1321); and (11) A program, service, capital expenditure, or other assistance
that is provided to a disproportionately impacted household, population, or community,
including:

(i) Services to address health disparities of the disproportionately impacted household,
population, or community;

(ii) Housing vouchers and relocation assistance;

(iii) Investments in communities to promote improved health outcomes and public safety
such as parks, recreation facilities, and programs that increase access to healthy foods;

(iv) Capital expenditures and other services to address vacant or abandoned properties;
(v) Services to address educational disparities; and

(vi) Facilities and equipment related to the provision of these services to the
disproportionately impacted household, population, or community.

(B) Assistance to small businesses, including:

(1) Programs, services, or capital expenditures that respond to the negative economic impacts
of the COVID-19 public health emergency, including loans or grants to mitigate financial
hardship such as declines in revenues or impacts of periods of business closure, or providing
technical assistance; and

(2) A program, service, capital expenditure, or other assistance that responds to
disproportionately impacted small businesses, including rehabilitation of commercial
properties; storefront and fac,ade improvements; technical assistance, business incubators,
and grants for start-ups or expansion costs for small businesses; and programs or services to
support micro-businesses;

(C) Assistance to nonprofit organizations including programs, services, or capital expenditures,
including loans or grants to mitigate financial hardship such as declines in revenues or increased
costs, or technical assistance;

(C) Assistance to tourism, travel, hospitality, and other impacted industries for programs,
services, or capital expenditures, including support for payroll costs and covered benefits
for employees, compensating returning employees, support for operations and
maintenance of existing equipment and facilities, and technical assistance; and
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(E) Expenses to support public sector capacity and workforce, including:

(1) Payroll and covered benefit expenses for public safety, public health, health care, human
services, and similar employees to the extent that the employee’s time is spent mitigating or
responding to the COVID-19 public health emergency;

(2) Payroll, covered benefit, and other costs associated with programs or services to support
the public sector workforce and with the recipient:

(i) Hiring or rehiring staff to fill budgeted full-time equivalent positions that existed on
January 27, 2020 but that were unfilled or eliminated as of March 3, 2021; or

(ii) Increasing the number of its budgeted full-time equivalent employees by up to the
difference between the number of its budgeted fulltime equivalent employees on
January 27, 2020, multiplied by 1.075, and the number of its budgeted full-time
equivalent employees on March 3, 2021, provided that funds shall only be used for
additional budgeted full-time equivalent employees above the recipient’s number of
budgeted full-time equivalent employees as of March 3, 2021;

(3) Costs to improve the design and execution of programs responding to the COVID-19
pandemic and to administer or improve the efficacy of programs addressing the public health
emergency or its negative economic impacts; and

(4) Costs associated with addressing administrative needs of recipient governments that were
caused or exacerbated by the pandemic.

(4) Capital expenditures. A recipient, other than a Tribal government, must prepare a written
justification for certain capital expenditures according to Table 1 to paragraph (b)(4) of this
section. Such written justification must include the following elements:

(i) Describe the harm or need to be addressed;
(ii) Explain why a capital expenditure is appropriate; and

(iii) Compare the proposed capital expenditure to at least two alternative capital
expenditures and demonstrate why the proposed capital expenditure is superior.

TABLE 1 TO PARAGRAPH (b)(4)

Ea%i?gff;;eﬁlsitmasl E:pected and the use is enumerated in (b)(3), then and the use is not enumerated in (b)(3), then
Less than $1 million . No Written Justification required .. . | No Written Justification required.
Greater than or equal to $1 m||||0n Written Justification required but rempmnts are nul Written Justification required and recipients must
but less than $10 million. required to submit as part of regular reporfing to |  submit as part of regular reporting to Treasury.
Treasury.
$10 million or more ........coureenene. | Whitten Justification required and recipients must
submit as part of regular reporting to Treasury.

12



Treasury SLFRF Policy Clarification Resource: Summary of Interim Final
Rule Public Comments and Treasury’s response.

Executive Summary of Major Changes and Clarifications

Final Rule Pg. 4339

Public Health and Negative Economic Impacts: The final rule provides broader flexibility and
greater simplicity in the program, in response to public comments. Among other clarifications
and changes, the final rule provides for the following:

In addition to programs and services, the final rule clarifies that recipients can use funds for
capital expenditures that support an eligible COVID-19 public health or economic response. For
example, recipients may build certain affordable housing, childcare facilities, schools, hospitals,
and other projects consistent with final rule requirements.

In addition, the final rule provides an expanded set of households and communities that are
presumed to be “impacted” and “disproportionately impacted” by the pandemic, thereby
allowing recipients to provide responses to a broad set of households and entities without
requiring additional analysis. Further, the final rule provides a broader set of uses available for
these communities as part of COVID19 public health and economic response, including making
affordable housing, childcare, early learning, and services to address learning loss during the
pandemic eligible in all impacted communities and making certain community development
and neighborhood revitalization activities eligible for disproportionately impacted communities.
Further, the final rule allows for a broader set of uses to restore and support government
employment, including hiring above a recipient’s pre-pandemic baseline, providing funds to
employees that experienced pay cuts or furloughs, avoiding layoffs, and providing retention
incentives.

Background

Final Rule Pg. 4341
Il. Eligible Uses

Public Health and Negative Economic Impacts

=]

General Provisions: Structure and Standards

roughout this final rule, Treasury refers to households, communities, small businesses,
nonprofits, and industries that experienced public health or negative economic impacts of the
pandemic as “impacted.” The first section in the interim final rule under this eligible use
category included public health responses for these impacted classes. The second category in
the interim final rule under this eligible use category included responses to the negative
economic impacts that were experienced by these impacted classes as a result of the pandemic.
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Throughout this final rule, Treasury refers to those households, communities, small businesses,
and nonprofits that experienced disproportionate public health or negative economic impacts
of the pandemic as “disproportionately impacted.” The third category in the interim final rule
under this eligible use included public health responses and responses to the negative
economic impacts for these disproportionately impacted classes.

Public Comment and Treasury Responses

Rule Structure

Public Comment: Many commenters expressed concern regarding the structure of the
eligible uses, indicating they found the structure of the public health and negative economic
impacts section of the interim final rule to be confusing or difficult to navigate. Other
commenters indicated that they understood the enumerated uses to be the only eligible uses
and/or the presumed eligible populations to be the only eligible populations. Several
commenters expressed frustration about the number of eligible uses specifically enumerated in
the interim final rule, which they considered too few, and commenters proposed a wide range
of additional enumerated eligible uses (for further discussion, see the section Public Health and
section Negative Economic Impacts). Commenters expressed concern with pursuing uses of
funds not explicitly enumerated in the eligible use section or uncertainty regarding the broad
flexibility provided under the interim final rule to pursue additional programs that respond to
the public health or negative economic impacts of the pandemic or the process for doing so.

Treasury Response: Treasury recognizes that many commenters felt the structure of the
interim final rule could be clarified. These comments are consistent with many of the questions
that Treasury has received from recipients, which requested clarification regarding the category
their desired response fits into. Treasury observes that these comments and questions
generally fall into four categories: (1) How to identify the correct public health or negative
economic impact category for a particular response, (2) how to identify whether a particular
use is eligible, (3) how to identify an impacted or disproportionately impacted class, and (4)
whether an enumerated use can be provided to a class other than those presumed impacted or
disproportionately impacted. In response to comments, Treasury is adjusting the structure of
the public health and negative economic impacts eligible use section of the final rule to
improve clarity and make it easier for recipients to interpret and apply the final rule.

Specifically, Treasury is restructuring the rule to aid recipients in determining whether a
particular response is eligible and how the particular response might be eligible under a
particular category. This restructuring reinforces the fundamental criteria that a use of funds is
eligible based on its responsiveness to a public health or negative economic impact experienced
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by individuals, households, small businesses, nonprofits, or impacted industries (together
“beneficiaries’”).18 This restructuring is intended to make the rule easier to navigate and to
implement, including any criteria or conditions on particular uses of funds.

The reorganization of the public health and negative economic impacts section of the final rule
is also intended to clarify the enumerated eligible uses described in the interim final rule. The
reorganization itself is not intended to change the scope of the enumerated uses that were
included in the interim final rule or that were allowable under the interim final rule. In some
cases, specific enumerated uses are being altered, and those changes are discussed as changes
within the section on that enumerated use.

The final rule streamlines and aligns services and standards that are generally applicable or are
provided for public health purposes. Under this approach, eligible uses to respond to the public
health emergency are organized based on the type of public health problem: (1) COVID-19
mitigation and prevention, (2) medical expenses, (3) behavioral health care, and (4) preventing
and responding to violence. Under this approach, eligible uses to respond to the negative
economic impacts of the public health emergency are organized based on the type of
beneficiary: (1) Assistance to households, (2) assistance to small businesses, and (3) assistance
to nonprofits, alongside a fourth standalone eligibility category for aid to travel, tourism,
hospitality, and other impacted industries. The first three categories, assistance to households,
small businesses, and nonprofits, include enumerated eligible uses for impacted and
disproportionately impacted beneficiaries. This change in structure is intended to provide a
framework that clearly identifies the intended beneficiaries of uses of funds and provides clarity
about what types of assistance are “responsive to the pandemic or its negative economic
impacts” for these beneficiaries.

Standards for Identifying a Public Health or Negative Economic Impact

Standards: Designating a Public Health Impact

Public Comment: Many commenters expressed uncertainty about how to determine
whether a use of funds, beyond those specifically enumerated as eligible, might be an eligible
public health response. For example, many commenters submitted questions asking whether
specific uses of funds would be eligible. Others described what they considered to be impacts
of the pandemic and argued that uses of funds to respond to these issues should be eligible.
Some commenters requested that Treasury provide additional detail to guide their assessments
of eligible uses of funds. For example, a commenter requested more clarification around exactly
what and whose medical expenses can be covered. These comments ranged in their specificity
and covered the full range of the enumerated eligible uses.
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Treasury Response: Treasury is clarifying that when assessing whether a program or service
is an eligible use to respond to the public health impacts of the COVID-19 public health
emergency, the Department will consider the two eligibility requirements discussed below.
These standards apply to all proposed public health uses.

First, there must be a negative public health impact or harm experienced by an individual or a
class. For ease of administration, the interim final rule allowed, and the final rule maintains the
ability for, recipients to identify a public health impact on a population or group of individuals,
referred to as a ““class,” and to provide assistance to that class. In determining whether an
individual is eligible for a program designed to address a harm experienced by a class, the
recipient need only document that the individual is within the class that experienced a public
health impact, see section Standards: Designating Other Impacted Classes. In the case of some
impacts, for example impacts of COVID-19 itself that are addressed by providing prevention
and mitigation services, such a class could reasonably include the general public.

Second, the program, service, or other intervention must address or respond to the identified
impact or harm. The final rule maintains the interim final rule requirement that eligible uses
under this category must be in response to the disease itself or other public health harms that it
caused.®

Responses must be reasonably designed to benefit the individual or class that experienced the
public health impact or harm. Uses of funds should be assessed based on their responsiveness
to their intended beneficiaries and the ability of the response to address the impact or harm
experienced by those beneficiaries.

Responses must also be related and reasonably proportional to the extent and type of public
health impact or harm experienced. Uses that bear no relation or are grossly disproportionate
to the type or extent of harm experienced would not be eligible uses. Reasonably proportional
refers to the scale of the response compared to the scale of the harm. It also refers to the
targeting of the response to beneficiaries compared to the amount of harm they experienced.
In evaluating whether a use is reasonably proportional, recipients should consider relevant
factors about the harm identified and the response. For example, recipients may consider the
size of the population impacted and the severity, type, and duration of the impact. Recipients
may also consider the efficacy, cost, costeffectiveness, and time to delivery of the response.

If a recipient intends to fund capital expenditures in response to the public health impacts of
the pandemic, recipients should refer to the section Capital Expenditures for details about the
eligibility of capital expenditures.

Standards: Designating a Negative Economic Impact

Public Comment: Many commenters expressed uncertainty about how to determine
whether uses of funds, beyond those specifically enumerated as eligible, might be eligible
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responses to negative economic impacts. For example, many commenters submitted questions
asking whether specific uses of funds would be eligible. Others described what they considered
to be impacts of the pandemic and argued that uses of funds to respond to these issues should
be eligible. Some commenters requested that Treasury provide additional detail to guide their
assessments of eligible uses of funds. These comments ranged in their specificity and covered
the full range of eligible uses to respond to negative economic impacts. Several commenters
asked for clarification about what types of food assistance would be considered eligible.
Another commenter requested that the establishment of outdoor dining be eligible. Many
commenters inquired about homeless shelters as an eligible use of SLFRF funds.

Commenters also expressed uncertainty about the ability to establish classes, including
geographic areas, that experienced a negative economic impact or disagreed with the
requirement that an individual entity be impacted by the pandemic in order to receive
assistance. For example, a commenter argued that interventions should not be limited to
individuals or businesses that experienced an economic impact and should instead be used
broadly to support economic growth. These commenters argued that an expenditure that
supports a more robust economy may help combat the pandemic’s negative economic impacts,
and it can do so even if funding is provided to individuals or entities that did not themselves
experience a negative economic impact during the pandemic.

Treasury Response: The final rule maintains the standard articulated in the interim final rule.
For clarity, the final rule re-articulates that when assessing whether a program or service is an
eligible use to respond to the negative economic impacts of the COVID-19 public health
emergency, Treasury will consider the two eligibility requirements discussed below.

First, there must be a negative economic impact, or an economic harm, experienced by an
individual or a class. 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. A recipient should first consider whether an economic harm exists
and then whether this harm was caused or made worse by the COVID-19 public health
emergency. This approach is consistent with the text of the statute, which provides that funds
in this category must be used to “respond to the public health emergency with respect to. . . its
negative economic impacts.”

While economic impacts may either be immediate or delayed, individuals or classes that did not
experience a negative economic impact from the public health emergency would not be eligible
beneficiaries under this category. As noted above, the interim final rule permitted recipients to
presume that households that experienced unemployment, increased food or housing
insecurity, or are lowor moderate-income experienced a negative economic impact from the
pandemic. For discussion of the final rule’s approach to this presumption, see section
Populations Presumed Eligible.
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The final rule also maintains several provisions included in the interim final rule and subsequent
guidance that are intended to ease administration of identifying that the beneficiary
experienced a negative economic impact or harm. For example, the interim final rule allowed,
and the final rule maintains the ability for, recipients to demonstrate a negative economic
impact on a population or group, referred to as a ““class,”” and to provide assistance to
households, small businesses, or nonprofits that fall within that class. In such cases, the
recipient need only demonstrate that the household, small business, or nonprofit is within the
class that experienced a negative economic impact, see section Standards: Designating Other
Impacted Classes. This would allow, for example, an internet access assistance program for all
households with children to support those households’ ability to participate in healthcare,
work, and educational activities like extending learning opportunities, among other critical
activities. In that case, the recipient would only need to identify a negative economic impact to
the class of ““households with children”” and would not need to document or otherwise
demonstrate that each individual household served experienced a negative economic impact.

Second, the response must be designed to address the identified economic harm or impact
resulting from or exacerbated by the public health emergency. In selecting responses, the
recipient must assess whether, and the extent to which, the use would respond to or address
this harm or impact. This approach is consistent with the text of the statute, which provides
that funds may be used to “respond to” the ““negative economic impacts” of the public health
emergency “including assistance to households, small businesses, and nonprofits, or aid to
impacted industries such as tourism, travel, and hospitality.” The list of potential responses
(“assistance” or ““aid”’) suggests that responses should address the ‘“negative economic
impacts” of particular types of beneficiaries (e.g., households or small businesses).

Responses must be reasonably designed to benefit the individual or class that experienced the
negative economic impact or harm. Uses of funds should be assessed based on their
responsiveness to their intended beneficiary and the ability of the response to address the
impact or harm experienced by that beneficiary.?°

Responses must also 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.?! Reasonably proportional refers to the scale of
the response compared to the scale of the harm. It also refers to the targeting of the response
to beneficiaries compared to the amount of harm they experienced; for example, it may not be
reasonably proportional for a cash assistance program to provide assistance in a very small
amount to a group that experienced severe harm and in a much larger amount to a group that
experienced relatively little harm. In evaluating whether a use is reasonably proportional,
recipients should consider relevant factors about the harm identified and the response. For
example, recipients may consider the size of the population impacted and the severity, type,
and duration of the impact. Recipients may also consider the efficacy, cost, cost-effectiveness,
and time to delivery of the response.
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Finally, recipients should be aware of the distinction between beneficiaries of funds and
subrecipients; a recipient may provide services to beneficiaries through subrecipients that did
not experience a negative economic impact, see section Distinguishing Subrecipients versus
Beneficiaries. That is, a recipient may award SLFRF funds to an entity that did not experience a
negative economic impact in order to implement a program or provide a service to
beneficiaries on its behalf. Such transfers, when implementing a public health or negative
economic impact response, should be responsive to and designed to benefit individuals,
households, small businesses, nonprofits, or impacted industries that did experience a public
health or negative economic impact.

Determining the Appropriate Eligible Use Category

Public Comment: Some commenters expressed uncertainty about how to analyze negative
economic impacts to different entities (e.g., households, small businesses, nonprofits). For
example, commenters asked whether a nonprofit, which did not experience a negative
economic impact itself, could be granted funds to provide services to individuals experiencing
homelessness, who did experience negative economic impacts. Other commenters proposed
providing assistance to support the expansion of small businesses, under the theory that this
would create more job opportunities for unemployed workers who experienced negative
economic impacts.

Treasury Response: In the final rule, Treasury is clarifying that recipients should assess a
potential use of funds based on which beneficiary experienced the negative economic impact,
in other words, the households, small businesses, nonprofits, or impacted industries that
experienced the negative economic impact.

Treasury notes that recipients may award SLFRF funds to many different types of organizations
to carry out eligible uses of funds and serve beneficiaries on behalf of a recipient. When a
recipient provides funds to another entity to carry out eligible uses of funds and serve
beneficiaries the entity becomes a subrecipient (see section Distinguishing a Subrecipient
versus a Beneficiary). For example, a recipient may grant funds to a nonprofit organization to
provide food assistance (an eligible use) to low-income households (the beneficiaries).
Recipients only need to assess whether the beneficiaries experienced a negative economic
impact and whether the eligible use responds to that impact, consistent with the two-part
framework described above; the organization carrying out the eligible use does not need to
have experienced a negative economic impact if it is serving as the vehicle for reaching the
beneficiaries. When making determinations about how to implement a program, recipients
should consider whether that method of program implementation is an effective and efficient
method to implement the program and do so in accordance with the Uniform Guidance
provisions that govern procurements and sub-granting of federal funds, as applicable.

19



As noted above, recipients should analyze eligible uses based on the beneficiary of the
assistance or the entity that experienced a negative economic impact. Assistance to a small
business or to an impacted industry must respond to a negative economic impact experienced
by that small business or industry. Recipients may not provide assistance to small businesses or
impacted industries that did not experience a negative economic impact, although recipients
can identify negative economic impacts for classes, rather than individual businesses, and may
also presume that small businesses in certain areas experienced impacts; see section General
Provisions: Structure and Standards and section Assistance to Small Businesses for details.

Several examples illustrate the application of these concepts. For example, a recipient could
provide assistance to households via a contract with a business to create subsidized jobs for the
long-term unemployed; in this case the business is a subrecipient and need not have
experienced a negative economic impact, but the recipient would need to identify a specific
connection between the assistance provided and addressing the negative economic impact
experienced by the unemployed households. The recipient could, for instance, document the
subsidized jobs created under the contract and their reservation for longterm unemployed
individuals. Similarly, a recipient might provide assistance to a small business that experienced
a pandemic-related loss of revenue. This small business is a beneficiary and may use those
funds in many ways, potentially including hiring or retaining staff. However, general assistance
to a business that did not experience a negative economic impact under the theory that this
assistance generally grows the economy and therefore enhances opportunities for unemployed
workers would not be an eligible use, because such assistance is not reasonably designed to
impact the individuals or classes that experienced a negative economic impact. In other words,
there is not a reasonable connection between the assistance provided and an impact on the
beneficiaries. Such an activity would be attenuated from and thus not reasonably designed to
benefit the households that experienced the negative economic impact.

Populations Presumed Eligible

Presumed Eligibility: Impacted and Disproportionately Impacted Households and
Communities

Background: As noted above, the interim final rule allowed recipients to presume that certain
households were impacted or disproportionately impacted by the pandemic and thus eligible
for responsive programs or services. Specifically, under the interim final rule, recipients could
presume that a household or population that experienced unemployment, experienced
increased food or housing insecurity, or is low- or moderateincome experienced negative
economic impacts resulting from the pandemic, and recipients may provide services that
respond to these impacts.
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The interim final rule also recognized that pre-existing health, economic, and social disparities
contributed to disproportionate pandemic impacts in certain communities and allowed for a
broader list of enumerated eligible uses to respond to the pandemic in disproportionately
impacted communities. Under the interim final rule, recipients were allowed to presume that
families residing in QCTs or receiving services provided by Tribal governments were
disproportionately impacted by the pandemic.

Definition of Low- and Moderate-Income

Public Comment: As noted earlier, many commenters sought a definition for “low- and
moderate-income” to provide recipients greater clarity on which specific households could be
presumed to be impacted by the pandemic.

Treasury Response: The final rule maintains the presumptions identified in the interim final
rule and defines low- and moderate-income for the purposes of determining which households
and populations recipients may presume to have been impacted. To simplify the administration
of this presumption, the final rule adopts a definition of low- and moderate-income based on
thresholds established and used in other federal programs.

Definitions

The final rule defines a household as low income if it has (i) income at or below 185 percent of
the Federal Poverty Guidelines (FPG) for the size of its household based on the most recently
published poverty guidelines by the Department of Health and Human Services (HHS) or (ii)
income at or below 40 percent of the Area Median Income (AMI) for its county and size of
household based on the most recently published data by the Department of Housing and Urban
Development (HUD).??

The final rule defines a household as moderate income if it has (i) income at or below 300
percent of the FPG for the size of its household based on the most recently published poverty
guidelines by HHS or (ii) income at or below 65 percent of the AMI for its county and size of
household based on the most recently published data by HUD.?3

Recipients may determine whether to measure income levels for specific households or for a
geographic area based on the type of service to be provided. For example, recipients
developing a program that serves specific households (e.g., a subsidy for internet access, a
childcare program) may measure income at the household level. Recipients providing a service
that reaches a general geographic area (e.g., a park) may measure median income of that area.

Further, recipients should generally use the income threshold for the size of the household to
be served (e.g., when providing childcare to a household of five, recipients should reference the
income threshold for a household of five); however, recipients may use the income threshold
for a default household size of three if providing services that reach a general geographic area
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or if doing so would simplify administration of the program to be provided (e.g., when
developing a park, recipients should use the income threshold for a household size of three and
compare it to median income of the geographic area to be served).

Note that recipients can also identify and serve other classes of households that experienced
negative economic impacts or disproportionate impacts from the pandemic; recipients can
identify these classes based on their income levels, including above the levels defined as low-
and moderate-income in the final rule. For example, a recipient may identify that households in
their community with incomes above the final rule threshold for low-income nevertheless
experienced disproportionate impacts from the pandemic and provide responsive services. See
section General Provisions: Standards for Identifying Other Eligible Populations for details on
applicable standards.

Applicable levels.

For reference, the FPG is commonly referred to as the federal poverty level (FPL) and is related
to—although distinct from—the U.S. Census Bureau’s poverty threshold. The final rule uses the
FPG when referring specifically to the HHS guidelines, as these are the quantitative metrics
used for determining low- and moderate-income households.

The FPG by household size for 2021 is included in the table below. Recipients should refer to
HHS Poverty Guidelines for this information, which is updated annually and available on the
HHS website.?* For calculating the thresholds of 40 percent and 65 percent of AMI, recipients
should refer to the annual HUD Section 8 50 percent income limits by county and household
size published by HUD and available on the HUD website; in particular, recipients should
calculate the 40 percent threshold as 0.8 times the 50 percent income limit, and recipients
should calculate the 65 percent threshold as 1.3 times the 50 percent income limit.%° Finally, for
median income of Census Tracts and other geographic areas, recipients should refer to the
most recent American Community Survey 5-year estimates available through the Census
website.2®

2021 FEDERAL POVERTY GUIDELINES

48 contiguous
Household size Stas’?:tr?adotfhe Alaska Hawaii
Columbia
1. $12,880 $16,090 $14,820
2 .. 17,420 21,770 20,040
3. 21,960 27,450 25,260
4 . 26,500 33,130 30,480
5. 31,040 38,810 35,700
6 .. 35,580 44,490 40.920
7. 40,120 50,170 46,140
8. 44,660 55,850 51,360

For families/households with more than 8 persons, add the following amounts for each additional person:

48 Contiguous States and the District of Columbia: $4,540.

Alaska: $5.680.

Hawaii: $5,220.

Source: "HHS Poverty Guidelines for 2021," available at hfips./aspe.hhs.gov/topics/poverty-economic-mobility/poverty-guidelines.

Rationale. In defining low income, the final rule uses both the FPG and AMI to account for
national trends and regional differences. The metric of 185 percent of FPG aligns with some
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other programs; for instance, under the National School Lunch Program, students with
household incomes under 185 percent of FPG qualify for free or reduced-price lunch, and
schools often use eligibility for free or reduced-price lunch as an indicator of low-income status
under Title 1-A of the Elementary and Secondary Education Act. Eligibility for other programs,
such as the Federal Communications Commission’s e-Rate program and the Special
Supplemental Nutrition Program for Women, Infants and Children employ this metric as well. In
addition, 185 percent of the FPG for a family of four is $49,025, which is approximately the
wage earnings for a two-earner household in which both earners receive the median wage in
occupations, such as waiters and waitresses and hotel clerks, that were heavily impacted by
COVID-19.%7 This measure is targeted toward those at the bottom of the income distribution
and thus helps to promote use of SLFRF funds towards populations with the greatest needs. At
the same time, with approximately one-quarter of Americans below 185 percent of the poverty
threshold, this approach is broad enough to facilitate use of SLFRF funds across many
jurisdictions.?® Because regions have different cost and income levels, this definition also allows
for upward adjustment based on AMI for those regions where 40 percent of AMI exceeds 185
percent of FPG. The metric of 40 percent of AMI is based on the midpoint of values often used
to designate certain categories of lowincome households; specifically, it is the midpoint of the
30 percent income limit and the 50 percent income limit used in programs such as the
Community Development Block Grant (CDBG) Program.

In defining moderate income, the final rule uses both the FPG and AMI to account for national
trends and regional differences. While there are different definitions of moderate income, 300
percent of FPG falls within the range commonly used by researchers.? Analysis of median
wages among a sample of occupations likely impacted by the pandemic also suggests that an
income cutoff of 300 percent of FPG would include many households with workers in such
occupations.3® Moreover, the metric of 300 percent of FPG covers households that, while above
the poverty line, often lack economic security.31 Treasury determined the AMI threshold for
moderate income by maintaining the same ratio of FPG multiplier to AMI multiplier as in the
definition of low income. This anchors the threshold to the existing definitions of moderate
income from the literature while taking into account geographical variation in income and
expenses in the same manner as the definition of low income.

Eligibility Presumptions

Public Comment: Many commenters believed that a broader range of groups should be
considered presumptively impacted and disproportionately impacted, arguing that many
households had been affected by the pandemic and that broader presumed eligibility would
help recipients provide assistance quickly and effectively. Treasury also received many
comments on the presumption that families living in QCTs or receiving services from Tribal
governments were disproportionately impacted by the pandemic. While many commenters
supported the interim final rule’s recognition of disproportionate impacts of the pandemic on
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low-income communities, many commenters disagreed with treating QCTs as the only
presumed eligible group of disproportionately impacted households, apart from households
served by Tribal governments. While acknowledging a potential increase in administrative
burden, commenters recommended that Treasury presume other households or geographic
areas, in addition to QCTs, were disproportionately impacted; suggestions included all low- and
moderate-income households, geographic areas designated as Opportunity Zones, Difficult
Development Areas (DDAs), areas with a certain amount of Real Estate Advantage Program
(REAP) recipients, or use of eligibility criteria from the Community Reinvestment Act. One
commenter generally recommended that a clearer definition of ““disproportionately impacted”
should be provided and that any definition should include communities of color and people of
limited means. Another recommended specific eligibility for people that had recently interacted
with the criminal justice system. Many commenters representing Tribal governments and
groups recommended a presumption of eligibility for all Tribal uses of funds, clarification that
off reservation members remained eligible, and broad flexibility on use of funds.

Additionally, commenters noted that some areas are technically eligible to be QCTs but fall
short because of the aggregate population of eligible tracts. One commenter noted that these
areas should be considered the same as QCTs for the purpose of SLFRF funds. Some
commenters argued that rural counties typically have few QCTs despite high levels of poverty
and disruption caused by the COVID-19 pandemic. Other rural commenters recommended that
the designation be by county rather than at a more granular level, arguing that the QCT
designation is biased towards urban areas and understates the harm done to rural America.
Many commenters representing Tribal governments supported the presumption that services
provided by Tribal governments respond to disproportionate impacts.

Treasury Response

Summary: While households residing in QCTs or served by Tribal governments were presumed
to be disproportionately impacted, Treasury emphasizes that under the interim final rule
recipients could also identify other households, populations, or geographic areas that were
disproportionately impacted by the pandemic and provide services to respond.

The final rule maintains the presumptions identified in the interim final rule, as well as
recipients’ ability to identify other impacted or disproportionately impacted classes. The final
rule also allows recipients to presume that low-income households were disproportionately
impacted, and as discussed above, defines low- and moderate-income. Finally, under the final
rule recipients may also presume that households residing in the U.S. territories or receiving
services from territorial governments were disproportionately impacted.

Households presumed to be impacted: Impacted households are those that experienced a
public health or negative economic impact from the pandemic.
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With regard to public health impacts, recipients may presume that the general public
experienced public health impacts from the pandemic for the purposes of providing services for
COVID—-19 mitigation and behavioral health. In other words, recipients may provide a wide
range of enumerated eligible uses in these categories to the general public without further
analysis. As discussed in the introduction, COVID-19 as a disease has directly affected the
health of tens of millions of Americans, and efforts to prevent and mitigate the spread of the
disease are needed and in use across the country. Further, the stress of the pandemic and
resulting recession have affected nearly all Americans. Accordingly, the final rule presumes that
the general public are impacted by and eligible for services to respond to COVID-19 mitigation
and prevention needs, as well as behavioral health needs.

With regard to negative economic impacts, as with the interim final rule, under the final rule
recipients may presume that a household or population that experienced unemployment,
experienced increased food or housing insecurity, or is low- or moderateincome experienced
negative economic impacts resulting from the pandemic. The final rule’s definition of low- and
moderate-income, by providing standard metrics based on widely available data, is intended to
simplify administration for recipients.

Households presumed to be disproportionately impacted: Disproportionately impacted
households are those that experienced a disproportionate, or meaningfully more severe,
impact from the pandemic. As discussed in the interim final rule, preexisting disparities in
health and economic outcomes magnified the impact of the COVID-19 public health emergency
on certain households and communities. As with the interim final rule, under the final rule
recipients may presume that households residing in QCTs or receiving services provided by
Tribal governments were disproportionately impacted by the pandemic. In addition, under the
final rule recipients may presume that lowincome households were disproportionately
impacted by the pandemic. Finally, under the final rule recipients may also presume that
households residing in the U.S. territories or receiving services from territorial governments
were disproportionately impacted.

Treasury notes that households presumed to be disproportionately impacted would also be
presumptively impacted, as these households have not only experienced pandemic impacts but
have experienced disproportionate pandemic impacts; as a result, these households are
presumptively eligible for responsive services for both impacted and disproportionately
impacted households.

Many different geographic, incomebased, or poverty-based presumptions could be used to
designate disproportionately impacted populations. The combination of permitting recipients
to use QCTs, lowincome households, and services provided by Tribal or territorial governments
as presumptions balances these varying methods. Specifically, QCTs are a commonly used
designation of geographic areas based on low incomes or high poverty rates of households in
the community; for recipients providing geographically targeted services, QCTs may provide a
simple metric with readily available maps for use. However, Treasury recognizes that QCTs do
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not capture all underserved populations, including for reasons noted by commenters. By
allowing recipients to also presume that low-income households were disproportionately
impacted, the final rule provides greater flexibility to serve underserved households or
communities. Data on household incomes is also readily available at varying levels of
geographic granularity (e.g., Census Tracts, counties), again permitting flexibility to adapt to
local circumstances and needs. Finally, Treasury notes that, as discussed further below,
recipients may also identify other households, populations, and communities
disproportionately impacted by the pandemic, in addition to those presumed to be
disproportionately impacted.

Additionally, Tribal and territorial governments may face both disproportionate impacts of the
pandemic and administrability challenges with operationalizing the income-based standard;
therefore, Treasury has presumed that services provided by these governments respond to
disproportionate pandemic impacts. Given a lack of regularly published data on household
incomes in most territories,3? as well as a lack of poverty guidelines developed for these
jurisdictions,3? it may be highly challenging to assess disproportionate impact in these
communities according to an income- or poverty-based standard. Similarly, data on incomes in
Tribal communities are not readily available.3* Finally, as described in the sections on Public
Health and Negative Economic Impacts, Tribal communities have faced particularly severe
health and economic impacts of the pandemic. Similarly, available research suggests that
preexisting health and economic disparities in the territories amplified the impact of the
pandemic on these communities.>”

Categorical Eligibility

Public Comment: Several commenters suggested that the final rule permit recipients to rely
on a beneficiary’s eligibility for other federal benefits programs as an easily administrable proxy
for identifying a group or population that experienced a negative economic impact as a result of
the COVID-19 public health emergency (i.e., categorical eligibility). In other words, a recipient
would determine that individuals or households are eligible for an SLFRF-funded program based
on the individual or household’s eligibility in another program, typically another federal benefit
program. Commenters noted that categorical eligibility is a common policy in program
administration that can significantly ease administrative burden on both program
administrators and beneficiaries.

Treasury Response: Treasury agrees that allowing recipients to identify impacted and
disproportionately impacted beneficiaries based on their eligibility for other programs with
similar income tests would ease administrative burden. To the extent that the other program’s
eligibility criteria align with a population or class that experienced a negative economic impact
of the pandemic, this approach is also consistent with the process allowed under the final rule
for recipients to determine that a class has experienced a negative economic impact, and then
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document that an individual receiving services is a member of the class. For these reasons, the
final rule recognizes categorical eligibility for the following programs and populations:

Impacted households. Treasury will recognize a household as impacted if it otherwise qualifies
for any of the following programs:

Z Children’s Health Insurance Program (CHIP)

Z Childcare Subsidies through the Child Care and Development Fund (CCDF) Program
£ Medicaid

/Z National Housing Trust Fund (HTF), for affordable housing programs only

/Z Home Investment Partnerships Program (HOME), for affordable housing programs
only

Disproportionately impacted households. Treasury will recognize a household as
disproportionately impacted if it otherwise qualifies for any of the following programs:

/Z Temporary Assistance for Needy Families (TANF)

/& Supplemental Nutrition Assistance Program (SNAP)

/ Free and Reduced-Price Lunch (NSLP) and/or School Breakfast (SBP) programs
/Z Medicare Part D Low-income Subsidies £ Supplemental Security Income (SSI)

/ Head Start and/or Early Head Start

/ Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)
/ Section 8 Vouchers £ Low-Income Home Energy Assistance Program (LIHEAP)

/£ Pell Grants

/ For services to address educational disparities, Treasury will recognize Title | eligible
schools 3¢ as disproportionately impacted and responsive services that support the
school generally or support the whole school as eligible

Standards for Identifying Other Eligible Populations

Standards: Designating Other Impacted Classes

Public Comment: Treasury received multiple comments requesting additional clarification
about how classes of impacted individuals may be designated, as well as questions asking
whether recipients must demonstrate a specific public health or negative economic impact to
each entity served (e.g., each household receiving assistance under a program). There were
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several comments requesting that specific geographic designations, like a county or Impact
Zone, be eligible to use as a determining boundary.

Treasury Response: The interim final rule allowed, and the final rule maintains, the ability for
recipients to demonstrate a public health or negative economic impact on a class and to
provide assistance to beneficiaries that fall within that class. Consistent with the scope of
beneficiaries included in sections 602(c)(1)(A) and 603(c)(1)(A) of the Social Security Act,
Treasury is clarifying that a recipient may identify such impacts for a class of households, small
businesses, or nonprofits. In such cases, the recipient need only demonstrate that the
household, small business, or nonprofit is within the relevant class. For example, a recipient
could determine that restaurants in the downtown area had generally experienced a negative
economic impact and provide assistance to those small businesses to respond. When providing
this assistance, the recipient would only need to demonstrate that the small businesses
receiving assistance were restaurants in the downtown area. The recipient would not need to
demonstrate that each restaurant served experienced its own negative economic impact.

In identifying an impacted class and responsive program, service, or capital expenditure,
recipients should consider the relationship between the definition of the class and proposed
response. Larger and less-specific classes are less likely to have experienced similar harms and
thus the responses are less likely to be responsive to the harms identified. That is, as the group
of entities being served by a program has a wider set of fact patterns, or the type of entities,
their circumstances, or their pandemic experiences differ more substantially, it may be more
difficult to determine that the class has actually experienced the same or similar negative
economic impact and that the response is appropriately tailored to address that impact.

Standard: Designating Other Disproportionately Impacted Classes

Public Comment: A significant number of commenters expressed uncertainty regarding the
process for determining eligibility for disproportionately impacted communities beyond QCTs. A
commenter noted that a clearer definition of “disproportionately impacted”” should be
delineated and that any definition should include communities of color and people of limited
means. Some commenters suggested a template or checklist to see if an area meets the
standard for disproportionately impacted communities outside of QCTs. Some commenters
stated that QCT and nonQCT beneficiaries should be treated the same.

Treasury Response: Under the interim final rule, presuming eligibility for services in QCTs, for
populations living in QCTs, and for Tribal governments was intended to ease administrative
burden, providing a simple path for recipients to offer services in underserved communities,
and is not an exhaustive list of disproportionately impacted communities. To further clarify, the
final rule codifies the interpretive framework discussed above, including presumptions of
groups disproportionately impacted, as well as the ability to identify other disproportionately
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impacted populations, households, or geographies (referred to here as disproportionately
impacted classes).

As discussed in the interim final rule, in identifying other disproportionately impacted classes,
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. For example, the interim final rule considered data regarding
the rate of COVID-19 infections and deaths in low-income and socially vulnerable communities,
noting that these communities have experienced the most severe health impacts, compared to
national averages. Similarly, the interim final rule considered the high concentration of low-
income workers performing essential work, the reduced ability to socially distance, and other
pre-existing public health challenges, all of which correlate with more severe COVID-19
outcomes. The interim final rule also considered the disproportionate economic impacts of the
pandemic, citing, for example, the rate of job losses among low-income persons as compared to
the general population. The interim final rule then identified QCTs, a common, readily
accessible, and geographically granular method of identifying communities with a large
proportion of low-income residents, as presumed to be disproportionately impacted by the
pandemic.

In other words, the interim final rule identified disproportionately impacted populations by
assessing the impacts of the pandemic and finding that some populations experienced
meaningfully more severe impacts than the general public. Similarly, to identify
disproportionately impacted classes, recipients should compare the impacts experienced by
that class to the typical or average impacts of the pandemic in their local area, state, or
nationally.

Recipients may identify classes of households, communities, small businesses, nonprofits, or
populations that have experienced a disproportionate impact based on academic research or
government research publications, through analysis of their own data, or through analysis of
other existing data sources. To augment their analysis, or when quantitative data is not readily
available, recipients may also consider qualitative research and sources like resident interviews
or feedback from relevant state and local agencies, such as public health departments or social
services departments. In both cases, recipients should consider the quality of the research,
data, and applicability of analysis to their determination.

In designing a program or service that responds to a disproportionately impacted class, a
recipient must first identify the impact and then identify an appropriate response. To assess
disproportionate impact, recipients should rely on data or research that measures the public
health or negative economic impact. An assessment of the effects of a response (e.g., survey
data on levels of resident support for various potential responses) is not a substitute for an
assessment of the impact experienced by a particular class. Data about the appropriateness or
desirability of a response may be used to assess the reasonableness of a response, once an
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impact or disproportionate impact has been identified but should not be the basis for assessing
impact.

Public Health

Background

On January 21, 2020, the Centers for Disease Control and Prevention (CDC) identified the first
case of novel coronavirus in the United States.?’ Since that time, and through present day, the
United States has faced numerous waves of the virus that have brought acute strain on health
care and public health systems. At various points in the pandemic, hospitals and emergency
medical services have seen significant influxes of patients; response personnel have faced
shortages of personal protective equipment; testing for the virus has been scarce; and
congregate living facilities like nursing homes have seen rapid spread.

Since the initial wave of the COVID— 19 pandemic, the United States has faced several
additional major waves that continued to impact communities and stretch public health
services. The summer 2020 wave impacted communities in the south and southwest. As the
weather turned colder and people spent more time indoors, a wave throughout fall and winter
2020 impacted communities in almost every region of the country as the virus reached a point
of uncontrolled spread and over 3,000 people died per day due to COVID-19.38

In December 2020, the Food and Drug Administration (FDA) authorized COVID-19 vaccines for
emergency use, and soon thereafter, mass vaccination in the United States began. At the time
of the interim final rule publication in May 2021, the number of daily new infections was
steeply declining as rapid vaccination campaigns progressed across the country. By summer
2021, COVID-19 cases had fallen to their lowest level since early months of the pandemic,
when testing was scarce. However, throughout late summer and early fall, the Delta variant, a
more infectious and transmittable variant of the SARS—CoV-2 virus, sparked yet another surge.
From June to early September, the seven-day moving average of reported cases rose from
12,000 to 165,000.%°

As of December 2021, COVID-19 in total has infected over 50 million and killed over 800,000
Americans.® Preventing and mitigating the spread of COVID-19 continues to require a major
public health response from federal, state, local, and Tribal governments.

First, state, local, and Tribal governments across the country have mobilized to support the
national vaccination campaign. As of December 2021, more than 80 percent of adults have
received at least one dose, with more than 470 million total doses administered.*! Additionally,
more than 15 million children over the age of 12 have received at least one dose of the vaccine
and over 47 million people have received a booster dose.*? Vaccines for younger children, ages
5 through 11, have been approved and are reaching communities and families across the
country. As new variants continue to emerge globally, the national effort to administer
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vaccinations and other COVID-19 mitigation strategies will be a critical component of the public
health response.

In early reporting on uses of SLFRF funds, recipients have indicated that they plan to put funds
to immediate use to support continued vaccination campaigns. For example, one recipient has
indicated that it plans to use SLFRF funds to support a vaccine incentive program, providing
$100 gift cards to residents at community vaccination clinics. The program aimed to target
communities with high public health needs.*® Another recipient reported that it is partnering
with multiple agencies, organizations, and providers to distribute COVID—19 vaccinations to
homebound residents in assisted living facilities.**

State, local, and Tribal governments have also continued to execute other aspects of a wide-
ranging public health response, including increasing access to COVID-19 testing and rapid at-
home tests, contact tracing, support for individuals in isolation or quarantine, enforcement of
public health orders, new public communication efforts, public health surveillance (e.g.,
monitoring case trends and genomic sequencing for variants), enhancement to health care
capacity through alternative care facilities, and enhancement of public health data systems to
meet new demands or scaling needs.

State, local, and Tribal governments have also supported major efforts to prevent COVID-19
spread through safety measures at key settings like nursing homes, schools, congregate living
settings, dense worksites, incarceration settings, and in other public facilities. This has included,
for example, implementing infection prevention measures or making ventilation improvements.

In particular, state, local, and Tribal governments have mounted significant efforts to safely
reopen schools. A key factor in school reopening is the ability to implement COVID-19
mitigation strategies such as providing masks and other hygiene resources, improving airquality
and ventilation, increasing outdoor learning and eating spaces, testing and contact tracing
protocols, and a number of other measures.* For example, one recipient described plans to
use SLFRF funds to further invest in school health resources that were critical components of
school reopening and reducing the spread of COVID-19 in schools. Those investments include
the increasing school nurses and social workers, improved ventilation systems, and other health
and safety measures.

The need for public health measures to respond to COVID-19 will continue moving forward.
This includes the continuation of vaccination campaigns for the general public, booster doses,
and children. This also includes monitoring the spread of COVID-19 variants, understanding the
impact of these variants, developing approaches to respond, and monitoring global COVID- 19
trends. Finally, the long-term health impacts of COVID-19 will continue to require a public
health response, including medical services for individuals with “long COVID,” and research to
understand how COVID-19 impacts future health needs and raises risks for the tens of millions
of Americans who have been infected.
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The COVID-19 pandemic also negatively impacted other areas of public health, particularly
mental health and substance use. In January 2021, over 40 percent of American adults reported
symptoms of depression or anxiety, up from 11 percent in the first half of 2019.4¢ The mental
health impacts of the pandemic have been particularly acute for adults ages 18 to 24, racial and
ethnic minorities, caregivers for adults, and essential workers, with all reporting significantly
higher rates of considering suicide.*” The proportion of children’s emergency department visits
related to mental health has also risen noticeably.*® Similarly, rates of substance use and
overdose deaths have spiked: Preliminary data from the CDC show a nearly 30 percent increase
in drug overdose mortality from April 2020 to April 2021, bringing the estimated overdose
death toll for a 12-month period over 100,000 for the first time ever.* The CDC also found that
13 percent of adults started or increased substance use to cope with stress related to COVID-19
and 26 percent reported having symptoms of trauma- and stressor-related disorder (TRSD)
related to the pandemic.*°

Another public health challenge exacerbated by the pandemic was violent crime and gun
violence, which increased during the pandemic and has disproportionately impacted lowincome
communities.51 According to the Federal Bureau of Investigation (FBI), although the property
crime rate fell 8 percent in 2020, the violent crime rate increased 6 percent in 2020 compared
to 2019 data.>? In particular, the estimated number of aggravated assault offenses rose 12
percent, while murder and manslaughter increased 30 percent from 2019 to 2020.>3The
proportion of homicides committed with firearms rose from 73 percent in 2019 to 76 percent in
2020.>* Exposure to violence can create serious short-term and long-term harmful effects to
health and development, and repeated exposure to violence may be connected to negative
health outcomes.>®> Addressing community violence as a public health issue may help prevent
and even reduce additional harm to individuals, households, and communities.>®

Many communities are using SLFRF funds to invest in holistic approaches in violence prevention
that are rooted in targeted outreach and addressing root causes. For example, the City of St.
Louis is planning to invest in expanding a “community responder” model designed to provide
clinical help and to divert non-violent calls away from the police department. Additionally, the
city will expand access to mental health services, allowing residents to seek support at city
recreation centers, libraries, and other public spaces.>’ Similarly, Los Angeles County will further
invest in its ““Care First, Jails Last”” program which seeks to replace ““arrest and incarceration”
responses with health interventions.>®

While the pandemic affected communities across the country, it disproportionately impacted
some demographic groups and exacerbated health inequities along racial, ethnic, and
socioeconomic lines.”® The CDC has found that racial and ethnic minorities are at increased risk
for infection, hospitalization, and death from COVID-19, with Hispanic or Latino and Native
American or Alaska Native patients at highest risk.?® Similarly, low-income and socially
vulnerable communities have seen the most severe health impacts. For example, counties with
high poverty rates also have the highest rates of infections and deaths, with 308 deaths per
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100,000 compared to the U.S. average of 238 deaths per 100,000, as of December 2021.5?
Counties with high social vulnerability, as measured by factors such as poverty and educational
attainment, have also fared more poorly than the national average, with 325 deaths per
100,000 as of December 2021.52 Over the course of the pandemic, Native Americans have
experienced more than one and a half times the rate of COVID-19 infections, more than triple
the rate of hospitalizations, and more than double the death rate compared to White
Americans.63 Low-income and minority communities also exhibit higher rates of pre-existing
conditions that may contribute to an increased risk of COVID—19 mortality.®* In addition,
individuals living in low-income communities may have had more limited ability to socially
distance or to self-isolate whenill, resulting in faster spread of the virus, and were
overrepresented among essential workers, who face greater risk of exposure.®®

Social distancing measures in response to the pandemic may have also exacerbated pre-existing
public health challenges. For example, for children living in homes with lead paint, spending
substantially more time at home raises the risk of developing elevated blood lead levels, while
screenings for elevated blood lead levels declined during the pandemic.66 The combination of
these underlying social and health vulnerabilities may have contributed to more severe public
health outcomes of the pandemic within these communities, resulting in an exacerbation of
pre-existing disparities in health outcomes.®’

Reorganizations and Cross References

In some cases, enumerated eligible uses included in the interim final rule under responding to
the public health emergency have been recategorized in the organization of the final rule to
enhance clarity. For discussion of eligible uses for public health and safety staff and to improve
the design and execution of public health programs, please see section Public Sector Capacity
and Workforce in General Provisions: Other. For discussion of eligible uses to address
disparities in public health outcomes, please see section Assistance to Households in Negative
Economic Impacts.

Conversely, discussion of eligible assistance to small businesses and nonprofits to respond to
public health impacts has been moved from Assistance to Small Businesses and Assistance to
Nonprofits in Negative Economic Impacts to this section. This change is consistent with the
interim final rule, which provides that appropriate responses to address the public health
impacts of COVID—-19 may be provided to any type of entity.

a. COVID-19 Mitigation and Prevention
COVID-19 public health response and mitigation tactics. Recognizing the broad range of
services and programming needed to contain COVID-19, the interim final rule provided
an extensive list of enumerated eligible uses to prevent and mitigate COVID-19 and
made clear that the public health response to the virus is expected to continue to evolve
over time, necessitating different uses of funds.
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Enumerated eligible uses of funds in this category included: 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; other public health responses; and 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 enumerated uses are
consistent with guidance from public health authorities, including the CDC.

Public Comment: Many commenters were supportive of expansive enumerated eligible uses
for mitigating and preventing COVID-19, noting the wide range of activities that governments
may undertake and the continued changing landscape of pandemic response. Some
commenters requested that Treasury engage in ongoing consideration of and consultation on
evolving public health needs and resulting eligible expenses. Some commenters noted that
their jurisdiction does not have an official public health program, for example smaller
jurisdictions or those that do not have a health department, and requested clarification on
whether their public health expenses would still be eligible in compliance with program rules.

Treasury Response: In the final rule, Treasury is maintaining an expansive list of enumerated
eligible uses to mitigate and prevent COVID-19, given the wide-ranging activities that
governments may take to further these goals, including “other public health responses.” Note
that the final rule discusses several of these enumerated uses in more detail below.

Treasury is further clarifying that when providing COVID-19 prevention and mitigation services,
recipients can identify the impacted population as the general public. Treasury presumes that
all enumerated eligible uses for programs and services, including COVID-19 mitigation and
prevention programs and services, are reasonably proportional responses to the harm
identified unless a response is grossly disproportionate to the type or extent of harm
experienced. Note that capital expenditures are not considered “programs and services” and
are not presumed to be reasonably proportional responses to an identified harm except as
provided in section Capital Expenditures in General Provisions: Other. In other words, recipients
can provide any COVID—19 prevention or mitigation service to members of the general public
without any further analysis of impacts of the pandemic on those individuals and whether the
service is responsive.
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This approach gives recipient governments an extensive set of eligible uses that can adapt to
local needs, as well as evolving response needs and developments in understanding of
transmission of COVID—-19. Treasury emphasizes how the enumerated eligible uses can adapt to
changing circumstances. For example, when the interim final rule was released, national daily
COVID—-19 cases were at relatively low levels and declining; ®° as the Delta variant spread and
cases peaked in many areas of the country, particularly those with low vaccination rates,
government response needs and tactics evolved, and the SLFRF funds provided the ability to
quickly and nimbly adapt to new public health needs. Treasury also notes that funds may be
used to support compliance with and implementation of COVID-19 safety requirements,
including vaccination requirements, testing programs, or other required practices.

Recipient governments do not need to have an official health or public health program in order
to utilize these eligible uses; any recipient can pursue these eligible uses, though Treasury
recommends consulting with health and public health professionals to support effective
implementation.

The CDC has provided recommendations and guidelines to help mitigate and prevent COVID-
19. The interim final rule and final rule help support recipients in stopping the spread of COVID—
19 through these recommendations and guidelines.”® The final rule reflects changing
circumstances of COVID—19 and provides a broad range of permissible uses for mitigating and
preventing the spread of the disease, in a manner consistent with CDC guidelines and
recommendations.

The purpose of the SLFRF funds is to mitigate the fiscal effects stemming from the COVID-19
public health emergency, including by supporting efforts to stop the spread of the virus. The
interim final rule and final rule implement this objective by, in part, providing that recipients
may use SLFRF funds for COVID-19 mitigation and prevention.”! A program or service that
imposes conditions on participation in or acceptance of the service that would undermine
efforts to stop the spread of COVID-19 or discourage compliance with recommendations and
guidelines in CDC guidance for stopping the spread of COVID-19 is not a permissible use of
funds. In other words, recipients may not use funds for a program that undermines practices
included in the CDC’s guidelines and recommendations for stopping the spread of COVID-19.
This includes programs that impose a condition to discourage compliance with practices in line
with CDC guidance (e.g., paying off fines to businesses incurred for violation of COVID-19
vaccination or safety requirements), as well as programs that require households, businesses,
nonprofits, or other entities not to use practices in line with CDC guidance as a condition of
receiving funds (e.g., requiring that businesses abstain from requiring mask use or employee
vaccination as a condition of receiving SLFRF funds).

Vaccination programs and vaccine incentives

At the time of the interim final rule release, many vaccination programs were using mass
vaccination tactics to rapidly reach Americans en masse for first vaccine doses.”? Since that
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time, the FDA has authorized booster vaccine doses for certain groups and certain vaccines and
has also authorized vaccines for youths 7374 The inclusion of ““vaccination programs’’ as an
eligible use allows for adaptation as the needs of programs change or new groups become
eligible for different types of vaccinations.

Public Comment: Since the release of the interim final rule, many recipient governments
have also requested clarification on whether vaccine incentives are a permissible use of funds.

Treasury Response: Treasury issued guidance clarifying that “[vaccine] programs that
provide incentives reasonably expected to increase the number of people who choose to get
vaccinated, or that motivate people to get vaccinated sooner than they otherwise would have,
are an allowable use of funds so long as such costs are reasonably proportional to the expected
public health benefit.” 7> This use of funds remains permissible under the final rule.

Capital Expenditures

Public Comment: Many commenters requested clarification around the types and scope of
permissible capital investments in public facilities to meet pandemic operational needs;
ventilation improvements in congregate settings, health care settings, or other key locations;
and whether support for prevention and mitigation in congregate facilities could include
facilities renovations, improvements, or construction of new facilities, or if the facilities must
solely be used for COVID-19 response.

Treasury Response: For clarity, Treasury has addressed the eligibility standard for capital
expenditures, or investments in property, facilities, or equipment, in one section of this
Supplementary Information; see section Capital Expenditures in General Provisions: Other. In
recognition of the importance of capital expenditures in the COVID-19 public health response,
Treasury enumerates that the following projects are examples of eligible capital expenditures,
as long as they meet the standards for capital expenditures in section Capital Expenditures in
General Provisions: Other:

e Improvements or construction of COVID-19 testing sites and laboratories, and acquisition
of related equipment;

e Improvements or construction of COVID-19 vaccination sites;

e Improvements or construction of medical facilities generally dedicated to COVID-19
treatment and mitigation (e.g., emergency rooms, intensive care units, telemedicine
capabilities for COVID-19 related treatment);

e Expenses of establishing temporary medical facilities and other measures to increase
COVID-19 treatment capacity, including related construction costs;

e Acquisition of equipment for COVID-19 prevention and treatment, including ventilators,
ambulances, and other medical or emergency services equipment;
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e Improvements to or construction of emergency operations centers and acquisition of
emergency response equipment (e.g., emergency response radio systems);

e Installation and improvements of ventilation systems;

e Costs of establishing public health data systems, including technology infrastructure;

e Adaptations to congregate living facilities, including skilled nursing facilities, other long-term
care facilities, incarceration settings, homeless shelters, residential foster care facilities,
residential behavioral health treatment, and other group living facilities, as well as public
facilities and schools (excluding construction of new facilities for the purpose of mitigating
spread of COVID-19 in the facility); and

e Mitigation measures in small businesses, nonprofits, and impacted industries (e.g.,
developing outdoor spaces).

Other clarifications on COVID—19 mitigation: Medical care, supports for vulnerable
populations, data systems, carceral settings. Based on public comments and questions received
from recipients following the interim final rule, Treasury is making several further clarifications
on enumerated eligible uses in this category.

Public Comment: Several commenters requested clarification on eligible uses of funds for
medical care; Treasury addresses those comments in the section Medical Expenses below.

Public Comment: Recipients posed questions on the type and scope of activities eligible as
“supports for vulnerable populations to access medical or public health services.”

Treasury Response: Enumerated eligible uses should be considered in the context of the
eligible use category or section where they appear; in this case, “supports for vulnerable
populations to access medical or public health services”” appears in the section COVID-19
Mitigation and Prevention. As such, these eligible uses should help vulnerable or high-risk
populations access services that mitigate COVID-19, for example, transportation assistance to
reach vaccination sites, mobile vaccination or testing programs, or onsite vaccination or testing
services for homebound individuals, those in group homes, or similar settings.

Public Comment: Some commenters asked whether “‘enhancement of public health data
systems’’ could include investments in software, databases, and other information technology
resources that support responses to the COVID-19 public health emergency but also provide
benefits for other use cases and long-term capacity of public health departments and systems.

Treasury Response: These are permissible uses of funds under the interim final rule and
remain eligible under the final rule.

Assistance to Businesses and Nonprofits To Implement COVID—-19 Mitigation Strategies

Background: As detailed above, Treasury received many public comments describing
uncertainty about which eligible use category should be used to assess different potential uses
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of funds. As a result, Treasury has recategorized some uses of funds in the final rule to provide
greater clarity, consistent with the principle that uses of funds should be assessed based on
their intended beneficiary. For example, COVID-19 mitigation and prevention serves the
general public or specific populations within the public. However, in the interim final rule,
assistance to small businesses, nonprofits, and impacted industries to implement COVID-19
mitigation and prevention strategies was categorized in the respective sections within Negative
Economic Impacts. The final rule consolidates all COVID—19 mitigation and prevention within
Public Health.

Public Comment: Treasury has received multiple comments and questions about which
eligible use permits the recipient to provide assistance to businesses and nonprofits to address
the public health impacts of COVID-19.

Treasury Response: In the final rule, these services have been re-categorized under COVID—
19 mitigation and prevention to reflect the fact that this assistance responds to public health
impacts of the pandemic rather than the negative economic impacts to a small business,
nonprofit, or impacted industry. When providing COVID-19 mitigation and prevention services,
recipients can identify the impacted entity as small businesses, nonprofits, or businesses in
impacted industries in general. As with all enumerated eligible uses, recipients may presume
that all COVID—19 mitigation and prevention programs and services are reasonably proportional
responses to the harm identified unless a response is grossly disproportionate to the type or
extent of harm experienced. Note that capital expenditures are not considered “programs and
services” and are not presumed to be reasonably proportional responses to an identified harm
except as provided in section Capital Expenditures in General Provisions: Other. In other words,
recipients can provide any COVID-19 prevention or mitigation service to small businesses,
nonprofits, and businesses in impacted industries without any further analysis of impacts of the
pandemic on those entities and whether the service is responsive.

In some cases, this means that an entity not otherwise eligible to receive assistance to respond
to negative economic impacts of the pandemic, for example an entity that did not experience a
negative economic impact, may still be eligible to receive assistance under this category for
COVID—-19 mitigation and prevention services.

Uses of funds can include loans, grants, or in-kind assistance to small businesses, nonprofits, or
other entities to implement COVID-19 prevention or mitigation tactics, such as vaccination;
testing; contact tracing programs; physical plant changes to enable greater use of outdoor
spaces or ventilation improvements; enhanced cleaning efforts; and barriers or partitions. For
example, this would include assistance to a restaurant to establish an outdoor patio, given
evidence showing much lower risk of COVID-19 transmission outdoors.’® Uses of funds can also
include aid to travel, tourism, hospitality, and other impacted industries to implement COVID—-
19 mitigation and prevention measures to enable safe reopening, for example, vaccination or
testing programs, improvements to ventilation, physical barriers or partitions, signage to
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facilitate social distancing, provision of masks or personal protective equipment, or
consultation with infection prevention professionals to develop safe reopening plans. ‘=

Recipients providing assistance to small businesses, nonprofits, or impacted industries that
includes capital expenditures (i.e., expenditures on property, facilities, or equipment) should
also review the section Capital Expenditures in General Provisions: Other, which describes
eligibility standards for these expenditures. Recipients providing assistances in the form of
loans should review the section Treatment of Loans Made with SLFRF Funds in General
Provisions: Other.

Recipients should also be aware of the difference between beneficiaries of assistance and
subrecipients when working with small businesses, nonprofits, or impacted industries. As noted
above, Treasury presumes that the general public, as well as small businesses, nonprofits, and
impacted industries in general, has been impacted by the COVID-19 disease itself and is eligible
for services that mitigate or prevent COVID-19 spread. As such, a small business, nonprofit, or
impacted industry receiving assistance to implement COVID—-19 mitigation measures is a
beneficiary of assistance (e.g., granting funds to a small business to develop an outdoor patio to
reduce transmission). In contrast, if a recipient contracts with, or grants funds to, a small
business, nonprofit, or impacted industry to carry out an eligible use for COVID-19 mitigation
on behalf of the recipient, the entity is a subrecipient (e.g., contracting with a small business to
operate COVID-19 vaccination sites). For further information on distinguishing between
beneficiaries and subrecipients, as well as the impacts of the distinction on reporting and other
requirements, see section Distinguishing Subrecipients versus Beneficiaries.

Medical Expenses

Background: The interim final rule also included as an enumerated eligible use medical
expenses, including medical care and services to address the near-term and potential longer-
term impacts of the disease on individuals infected.

Public Comment: Some commenters sought clarification on the types of medical expenses
eligible and for whom, including whether funds could be used under this category for
expanding health insurance coverage (e.g., subsidies for premiums, expanding a group health
plan), improvements to healthcare facilities or establishment of new medical facilities, direct
costs of medical services, and costs to a selffunded health insurance plan (e.g., a county
government health plan) for COVID-19 medical care.

Treasury Response: In the final rule, Treasury is maintaining this enumerated eligible use
category and clarifying that it covers costs related to medical care provided directly to an
individual due to COVID-19 infection (e.g., treatment) or a potential infection (e.g., testing).
This can include medical costs to uninsured individuals; deductibles, copays, or other costs not
covered by insurance; costs for uncompensated care at a health provider; emergency medical
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response costs; and, for recipients with a self-funded health insurance plan, excess health
insurance costs due to COVID—-19 medical care. These are medical expenses due to COVID-19
and distinguish this category of eligible uses from other related eligible uses, like COVID-19
mitigation and prevention and health insurance expenses to households, to provide greater
clarity for recipients in determining which category of eligible uses they should review to assess
a potential use of funds. For discussion of eligibility for programs to expand health insurance
coverage, see section Assistance to Households.

Behavioral Health Care

Background: Recognizing that the public health emergency, necessary mitigation measures like
social distancing, and the economic downturn have exacerbated mental health and substance
use challenges for many Americans, the interim final rule included an enumerated eligible use
for mental health treatment, substance use treatment, and other behavioral health services,
including a non-exhaustive list of specific services that would be eligible under this category.

Public Comment: Many commenters expressed support for the interim final rule’s
recognition of behavioral health impacts of the pandemic and eligible uses under this category.
Several commenters requested clarification on the types of eligible services under this category,
specifically whether both acute and chronic care are included as well as services that often do
not directly accept insurance payments, like peer support groups. Some commenters
highlighted the importance of cultural competence in providing effective behavioral health
services. Some commenters suggested that funding should be available broadly and quickly for
this purpose, recommending that funding available for behavioral health not be tied to the
amount of revenue loss experienced by the recipient.

Treasury Response: In the final rule, Treasury is maintaining this enumerated eligible use
category and clarifying that it covers an expansive array of services for prevention, treatment,
recovery, and harm reduction for mental health, substance use, and other behavioral health
challenges caused or exacerbated by the public health emergency. The specific services listed in
the interim final rule also remain eligible.””

Treasury is further clarifying that when providing behavioral health services, recipients can
identify the impacted population as the general public and, as with all enumerated eligible uses,
presume that all programs and services are reasonably proportional responses to the harm
identified unless a response is grossly disproportionate to the type or extent of harm
experienced. In contrast, capital expenditures are not considered ““programs and services” and
are not presumed to be reasonably proportional responses to an identified harm except as
provided in section Capital Expenditures in General Provisions: Other.

In other words, recipients can provide behavioral health services to members of the general
public without any further analysis of impacts of the pandemic on those individuals and
whether the service is responsive. Recipients may also use this eligible use category to respond
to increased rates of behavioral health challenges at a population level or, at an individual level,

40



new behavioral health challenges or exacerbation of pre-existing challenges, including new
barriers to accessing treatment.

Services that respond to these impacts of the public health emergency may include services
across the continuum of care, including both acute and chronic care, such as prevention,
outpatient treatment, inpatient treatment, crisis care, diversion programs (e.g., from
emergency departments or criminal justice system involvement), outreach to individuals not
yet engaged in treatment, harm reduction, and supports for long-term recovery (e.g., peer
support or recovery coaching, housing, transportation, employment services).

Recipients may also provide services for special populations, for example, enhanced services in
schools to address increased rates of behavioral health challenges for youths, mental health
first responder or law enforcementmental health co-responder programs to divert individuals
experiencing mental illness from the criminal justice system, or services for pregnant women
with substance use disorders or infants born with neonatal abstinence syndrome. Finally,
recipients may use funds for programs or services to support equitable access to services and
reduce racial, ethnic, or socioeconomic disparities in access to high-quality treatment.

Eligible uses of funds may include services typically billable to insurance 78 or services not
typically billable to insurance, such as peer support groups, costs for residence in supportive
housing or recovery housing, and the 988 National Suicide Prevention Lifeline or other hotline
services. Recipients may also use funds in conjunction with other federal grants or programs
(see section Program Administration Provisions), though eligible services under SLFRF are not
limited to those eligible under existing federal programs.

Given the public health emergency’s exacerbation of the ongoing opioid and overdose crisis,
Treasury highlights several ways that funds may be used to respond to opioid use disorder and
prevent overdose mortality.”® Specifically, eligible uses of funds include programs to expand
access to evidence-based treatment like medications to treat opioid use disorder (e.g., direct
costs or incentives for emergency departments, prisons, jails, and outpatient providers to offer
medications and low-barrier treatment), naloxone distribution, syringe service programs,
outreach to individuals in active use, post-overdose follow up programs, programs for diversion
from the criminal justice system, and contingency management interventions.

Finally, for clarity, Treasury has addressed the eligibility standard for capital expenditures, or
investments in property, facilities, or equipment, in one section of this Supplementary
Information; see section Capital Expenditures in General Provisions: Other. Examples of capital
expenditures related to behavioral health that Treasury recognizes as eligible include
behavioral health facilities and equipment (e.g., inpatient or outpatient mental health or
substance use treatment facilities, crisis centers, diversion centers), as long as they adhere to
the standards detailed in the Capital Expenditures section.
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Preventing and Responding to Violence

Background: The interim final rule highlighted that some types of violence had increased during
the pandemic and that the ability of victims to access services had decreased, noting as an
example the challenges that individuals affected by domestic violence face in accessing
services. Accordingly, the interim final rule enumerated as an eligible use, in disproportionately
impacted communities, evidence-based community violence intervention programs. Following
the release of the interim final rule, Treasury received several recipient questions regarding
whether and how funds may be used to respond to an increase in crime, violence, or gun
violence in some communities during the pandemic. Treasury released further guidance
identifying how enumerated eligible uses and eligible use categories under the interim final rule
could support violence reduction efforts, including rehiring public sector staff, behavioral health
services, and services to address negative economic impacts of the pandemic that may aid
victims of crime. The guidance also identified an expanded set of enumerated eligible uses to
address increased gun violence.

Public Comment: Several commenters expressed support for this use of funds.

Treasury Response: In the final rule, Treasury is maintaining enumerated eligible uses in this
area and clarifying how to apply eligibility standards. Throughout the final rule, enumerated
eligible uses should respond to an identified impact of the COVID-19 public health emergency
in a reasonably proportional manner to the extent and type of harm experienced. Many of the
enumerated eligible uses—like behavioral health services, services to improve employment
opportunities, and services to address educational disparities in disproportionately impacted
communities—that respond to the public health and negative economic impacts of the
pandemic may also have benefits for reducing crime or aiding victims of crime. For example,
the pandemic exacerbated the impact of domestic violence, sexual assault, and human
trafficking; enumerated eligible uses like emergency housing assistance, cash assistance, or
assistance with food, childcare, and other needs could be used to support survivors of domestic
violence, sexual assault, or human trafficking who experienced public health or economic
impacts due to the pandemic.

Public Comment: Several commenters expressed support for community violence
intervention programs or argued that traditional public safety approaches had negatively
impacted the social determinants of health in their communities. Several commenters
recommended inclusion of approaches like mental health or substance use diversion programs.

Treasury Response: Treasury recognizes the importance of comprehensive approaches to
challenges like violence. The final rule includes an enumerated eligible use for community
violence intervention programs in all communities, not just the disproportionately impacted
communities eligible under the interim final rule. Given the increased rate of violence during
the pandemic, Treasury has determined that this enumerated eligible use is responsive to the
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impacts of the pandemic in all communities. The final rule incorporates guidance issued after
the interim final rule on specifically types of services eligible, including:

* Evidence-based practices like focused deterrence, street outreach, violence
interrupters, and hospitalbased violence intervention models, complete with
wraparound services such as behavioral therapy, trauma recovery, job training,
education, housing and relocation services, and financial assistance; and

e Capacity-building efforts at community violence intervention programs like funding
more intervention workers, increasing their pay, providing training and professional
development for intervention workers, and hiring and training workers to administer
the programs.

Public Comment: Some commenters sought further clarification on whether some of the
enumerated eligible uses are considered responsive to all crime, violent crime, or gun violence.

Treasury Response: Enumerated eligible uses that respond to an increase in gun violence
may be pursued in communities experiencing an increase in gun violence associated with the
pandemic, specifically: (1) Hiring law enforcement officials—even above prepandemic levels—
or paying overtime where the funds are directly focused on advancing community policing
strategies for gun violence, (2) additional enforcement efforts to reduce gun violence
exacerbated by the pandemic, including prosecuting gun traffickers, dealers, and other parties
contributing to the supply of crime guns, as well as collaborative federal, state, and local efforts
to identify and address gun trafficking channels, and (3) investing in technology and equipment
to allow law enforcement to more efficiently and effectively respond to the rise in gun violence
resulting from the pandemic, for example technology to assist in the identification of guns
whose serial numbers have been damaged.

3. Negative Economic Impacts
a. Assistance to Households
Background

While the U.S. economy is now on the path to a strong recovery, the public health emergency,
including the necessary measures taken to protect public health, resulted in significant
economic and financial hardship for many Americans. As businesses closed, consumers stayed
home, schools shifted to remote education, and travel declined precipitously, over 22 million
jobs were lost in March and April 2020.80 One year later, in April 2021, the economy still
remained over 8 million jobs below its pre-pandemic peak,81 and the unemployment rate
hovered around 6 percent.8?

In the months since Treasury issued the interim final rule in May 2021, the economy has made
large strides in its recovery. The economy gained over 4 million jobs in the seven months from
May to November 2021; & the unemployment rate fell more than 1.5 percentage points to 4.2
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percent, which is the lowest rate since February 2020; 8 and the size of the nation’s economy
surpassed the pre-pandemic peak in the second quarter of 2021.8°

While the economy has made immense progress in its recovery since May 2021, the economy
has also faced setbacks that illustrate the continued risks to the recovery. As the Delta variant
spread across the country this summer and fall, the United States faced another severe wave of
cases, deaths, and strain on the healthcare system, which contributed to a slowdown in the
pace of recovery in the third quarter.®® Supply chain disruptions have also demonstrated the
difficulties of restarting a global economy.8” Moreover, although many Americans have
returned to work as of November 2021, the economy remains 3.9 million jobs below its pre-
pandemic peak,®® and 2.4 million workers have dropped out of the labor market altogether
relative to February 2020.8° Thus, despite much progress, there is a continued need to respond
to the pandemic’s economic effects to ensure a full, broad-based, and equitable recovery.

Indeed, the pandemic’s economic impacts continue to affect some demographic groups more
than others. Rates of unemployment remain particularly severe among workers of color and
workers with lower levels of educational attainment; for example, the overall unemployment
rate in the United States was 4.2 percent in November 2021, but certain groups saw much
higher rates: 6.7 percent for Black workers, 5.2 percent for Hispanic or Latino workers, and 5.7
percent for workers without a high school diploma.®® Job losses have also been particularly
steep among low-wage workers, with these workers remaining furthest from recovery as of the
end of 2020.°! A severe recession, and its concentrated impact among low-income workers, has
amplified food and housing insecurity, with an estimated nearly 20 million adults living in
households where there is sometimes or often not enough food to eat and an estimated 12
million adults living in households that were not current on rent.%?

While economic effects have been seen across many communities, there are additional
disparities by race and income. For example, approximately half of low-income, Black, and
Hispanic parents reported difficulty covering costs related to food, housing, utility, or medical
care.?® Over the course of the pandemic, inequities also manifested along gender lines, as
schools closed to in-person activities, leaving many working families without childcare during
the day.?* Women of color have been hit especially hard: The labor force participation rate for
Black women has fallen by 3.6 percentage points % during the pandemic as compared to 1.3
percentage points for Black men °¢ and 1.7 percentage points for White women.®’

As the economy recovers, the effects of the pandemic-related recession may continue to
impact households, including a risk of longer-term effects on earnings and economic potential.
For example, unemployed workers, especially those who have experienced longer periods of
unemployment, earn lower wages over the long term once rehired.?® In addition to the labor
market consequences for unemployed workers, recessions can also cause longer-term
economic challenges through, among other factors, damaged consumer credit scores *° and
reduced familial and childhood wellbeing.1® These potential long-term economic consequences
underscore the continued need for robust policy support.
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Low- and moderate-income households, those with income levels at or below 300 percent of
the federal poverty level (FPL), face particular hardships and challenges. These households
report much higher rates of food insecurity and housing hardships than households with higher
incomes. For example, households with incomes at or below 300 percent FPL are several times
more likely to have reported struggling with food insecurity compared to households with
income above 300 percent FPL.2%! Similarly, low- and moderate-income households reported
being housing insecure 192 at rates more than twice as high as higherincome households, and
low- and moderate-income households reported housing quality hardship 1% at rates
statistically significantly greater than the rate for higher-income households.'%* The economic
crisis caused by the pandemic worsened economic outcomes for workers in many low- and
moderate-income households. Industries that employed low-wage workers experienced a
disproportionate level of job loss. For example, from February 2020 to February 2021, the
hospitality and leisure industry lost nearly 3.5 million jobs.1%> While the entire industry was
impacted, 72 percent of the job losses occurred in the lowest wage service occupations
compared to only a 6 percent rate of job loss in the highest wage management and finance
jobs.1% Similar trends exist in other heavily impacted industries. In public education, the lowest
wage occupations, service and transportation jobs, saw a job loss rate of 20 and 26 percent,
respectively.%’ During that same time period, the highest wage occupations in public
education, management, actually saw jobs increase by 7 percent.108

While many households suffered negative economic outcomes as a result of the COVID-19
pandemic and economic recession, households with low incomes were impacted in
disproportionate and exceptional ways. From January 2020 to March 2021, lowwage workers
experienced job loss at a rate five times higher than middle-wage workers, and high-wage
workers actually experienced an increase in job opportunities.'%® Because workers in low-
income households were more likely to lose their job or experience reductions in pay, those
same households were also more likely to experience economic hardships like trouble paying
utility bills, affording rent or mortgage payments, purchasing food, and paying for medical
expenses.!®The disproportionate negative impacts the pandemic has had on low-income
families extend beyond financial insecurity. For example, lowincome families have reported
higher levels of social isolation, stress, and other negative mental health outcomes during the
pandemic. While over half of all U.S. adults report that their mental health was negatively
affected by the pandemic, adults with low incomes reported major negative mental health
impacts at a rate nearly twice that of adults with high incomes.!!

Summary of Interim Final Rule and Final Rule Structure

Summary: The interim final rule provided a non-exhaustive list of enumerated eligible uses to
respond to the negative economic impacts of the pandemic through assistance to households,
as well as a standard for assessing whether uses of funds beyond those enumerated are
eligible.
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The interim final rule described enumerated eligible uses for assistance to households in several
categories: (1) Assistance to unemployed workers, (2) state Unemployment Insurance Trust
Funds, (3) assistance to households, and (4) expenses to improve the efficacy of economic
relief. Note that the interim final rule posed several questions to the public on enumerated
eligible uses for assistance to households; comments on these questions are addressed in the
relevant subject matter section below.

In addition, in recognition that preexisting health, economic, and social disparities contributed
to disproportionate pandemic impacts in certain communities, the interim final rule also
provided a broader list of enumerated eligible uses to respond to the pandemic in
disproportionately impacted communities, specifically: (1) Building stronger communities
through investments in housing and neighborhoods, (2) addressing educational disparities, and
(3) promoting healthy childhood environments. In the interim final rule, under the Public Health
section, recipients could also provide services to address health disparities and increase access
to health and social services; these eligible uses have been reorganized into the Assistance to
Households section to consolidate responses in disproportionately impacted communities and
enhance clarity.

This section addresses enumerated eligible uses in the final rule to respond to negative
economic impacts to households. As a reminder, recipients may presume that a household or
population that experienced unemployment, experienced increased food or housing insecurity,
or is low or moderate income experienced negative economic impacts resulting from the
pandemic, and recipients may provide services to them that respond to these impacts,
including these enumerated eligible uses.

For guidance on how to determine whether a particular use, beyond those enumerated, is
eligible; further detail on which households and communities are presumed eligible for
services; and how to identify eligible households and communities beyond those presumed
eligible, see section General Provisions: Structure and Standards.

Reorganizations and CrossReferences: The final rule reorganizes all enumerated eligible uses
for impacted and disproportionately impacted households into the section Assistance to
Households, with the exception that expenses to improve the efficacy of economic relief has
been recategorized into a different section of the final rule for increased clarity; for discussion
of that use category, see section General Provisions: Other.

Note that in conducting this reorganization, and based on further analysis and in response to
comments, Treasury has determined that several enumerated uses included in the interim final
rule for disproportionately impacted communities are directly responsive to negative economic
impacts experienced by impacted households. In the final rule, these uses have been moved
from “disproportionately impacted” to “impacted” households accordingly, making these
services available to both disproportionately impacted and impacted households. These uses
include assistance applying for public benefits or services; programs or services that address or
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mitigate the impacts of the COVID-19 public health emergency on childhood health or welfare,
including childcare, early learning services, programs to provide home visits, and services for
families involved in the child welfare system and foster youth; programs to address the impacts
of lost instructional time for students; 12 and programs or services that address housing
insecurity, lack of affordable housing, or homelessness.

The following activities remain enumerated eligible uses for disproportionately impacted
households: Remediation of lead paint or other lead hazards; housing vouchers and assistance
relocating to neighborhoods with higher levels of economic opportunity; and programs or
services that address educational disparities, including assistance to highpoverty school districts
to advance equitable funding across districts and geographies and evidence-based services to
address the academic, social, emotional, and mental health needs of students.

Enumerated Eligible Uses for Impacted Households

The interim final rule included several enumerated eligible uses to provide assistance to
households or populations facing negative economic impacts due to COVID-19. Enumerated
eligible uses included: Food assistance; rent, mortgage, or utility assistance; counseling and
legal aid to prevent eviction or homelessness; emergency assistance for burials, home repairs,
weatherization, or other needs; internet access or digital literacy assistance; cash assistance; or
job training to address negative economic or public health impacts experienced due to a
worker’s occupation or level of training. It also posed a question as to what other types of
services or costs Treasury should consider as eligible uses to respond to the negative economic
impacts of COVID-19.

This section addresses each of these enumerated eligible uses in turn, with the exception of job
training, which has been re-categorized for increased clarity to the eligible use for ““assistance
to unemployed and underemployed workers.” In general, commenters supported inclusion of
these enumerated eligible uses to address key economic needs among households due to the
pandemic, and Treasury is maintaining these eligible uses in the final rule, in line with
commenters’ recommendations.

1. Food assistance. The interim final rule included an enumerated eligible use for food
assistance. Some commenters expressed support for this eligible use and
emphasized the importance of aid to address food insecurity. Some commenters
raised questions as to whether food assistance funds could be used to augment
services provided through organizations like food banks, churches, and other food
delivery services, or generally be subawarded to these organizations.

Treasury Response: Treasury is maintaining this enumerated eligible use without change.
Recipients may, as was the case under the interim final rule, administer programs through a
wide range of entities, including nonprofit and for-profit entities, to carry out eligible uses on
behalf of the recipient government (see section Distinguishing Subrecipients versus
Beneficiaries). Further, Treasury is clarifying that capital expenditures related to food banks and
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other facilities primarily dedicated to addressing food insecurity are eligible; recipients seeking
to use funds for capital expenditures should refer to the section Capital Expenditures in General
Provisions: Other for additional eligibility standards that apply to uses of funds for capital
expenditures.

2. Emergency housing assistance. The interim final rule included an enumerated
eligible use for rent, mortgage, or utility assistance and counseling and legal aid to
prevent eviction or homelessness.

Public Comment: Several commenters supported the inclusion of eviction prevention
activities as an eligible use given the high number of households behind on rent and potentially
at risk of eviction. Following release of the interim final rule, Treasury had also received
requests for elaboration on the types of eligible services in this category. Some commenters
also recommended including assistance to households for delinquent property taxes, for
example to prevent tax foreclosures on homes, as an enumerated eligible use.

Treasury Response: In response to requests for elaboration on the types of eligible services
for eviction prevention, Treasury has provided further guidance that these services include
“housing stability services that enable eligible households to maintain or obtain housing, such
as housing counseling, fair housing counseling, case management related to housing stability,
outreach to households at risk of eviction or promotion of housing support programs, housing
related services for survivors of domestic abuse or human trafficking, and specialized services
for individuals with disabilities or seniors that support their ability to access or maintain
housing,” as well as “legal aid such as legal services or attorney’s fees related to eviction
proceedings and maintaining housing stability, court-based eviction prevention or eviction
diversion programs, and other legal services that help households maintain or obtain housing.”
113 Treasury also emphasized that recipients may work with court systems, nonprofits, and a
wide range of other organizations to implement strategies to support housing stability and
prevent evictions.

In the final rule, Treasury is maintaining these enumerated eligible uses, including those
described in the interim final rule and later guidance, in line with commenters’
recommendations. To enhance clarity, Treasury is also elaborating on some types of services
included under this eligible use category; this remains a non-exhaustive list of eligible services.
For example, eligible services under this use category include: Rent, rental arrears, utility costs
or arrears (e.g., electricity, gas, water and sewer, trash removal, and energy costs, such as fuel
oil), reasonable accrued late fees (if not included in rental or utility arrears), mortgage payment
assistance, financial assistance to allow a homeowner to reinstate a mortgage or to pay other
housing-related costs related to a period of forbearance, delinquency, or default, mortgage
principal reduction, facilitating mortgage interest rate reductions, counseling to prevent
foreclosure or displacement, relocation expenses following eviction or foreclosure (e.g., rental
security deposits, application or screening fees). Treasury is clarifying that assistance to
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households for delinquent property taxes, for example to prevent tax foreclosures on homes,
was permissible under the interim final rule and continues to be so under the final rule. In
addition, Treasury is also clarifying that recipients may administer utility assistance or address
arrears on behalf of households through direct or bulk payments to utility providers to facilitate
utility assistance to multiple consumers at once, so long as the payments offset customer
balances and therefore provide assistance to households.

This eligible use category also includes emergency assistance for individuals experiencing
homelessness, either individual-level assistance (e.g., rapid rehousing services) or assistance for
groups of individuals (e.g., master leases of hotels, motels, or similar facilities to expand
available shelter).

Further, Treasury is clarifying that transitional shelters (e.g., temporary residences for people
experiencing homelessness) are eligible capital expenditures. Recipients seeking to use funds
for capital expenditures should refer to the section Capital Expenditures in General Provisions:
Other for additional eligibility standards that apply to uses of funds for capital expenditures.

Note that this enumerated eligible use describes “emergency housing assistance,” or assistance
for responses to the immediate or near-term negative economic impacts of the pandemic. The
final rule also clarifies and expands the ability of recipients to use SLFRF funds to address the
general lack of affordable housing and housing challenges underscored by the pandemic. For
discussion of affordable housing eligible uses, including services that primarily increase access
to affordable, highquality housing and support stable housing and homeownership over the
long term, see the eligible use for “promoting long-term housing security: Affordable housing
and homelessness.”

3. Emergency assistance for pressing needs: Burials, home repairs, weatherization, or
other needs. The interim final rule included an enumerated eligible use for
emergency assistance for burials, home repairs, weatherization, and other needs;
these types of programs may provide emergency assistance for pressing and
unavoidable household needs. Treasury did not receive comments on this eligible
use and is maintaining it in the final rule.

Background on Home Repairs and Weatherization: The economic downturn has meant fewer
households had the resources needed to make necessary home repairs and improvements. In
May 2021, 28 percent of landlords reported deferring maintenance and 27 percent of tenants
reported maintenance requests going unanswered.* While small and cosmetic repairs can
often wait, deferring major repairs, such as plumbing needs, can result in unsafe and unhealthy
living environments and, eventually, the need for more expensive repairs and fixes.

In addition to repairs, many homes are in need of weatherization. Weatherization assistance
helps lowand moderate-income Americans save energy, reduce their utility bills, and keeps
them and their homes safe. One in three households is energy insecure,''> meaning they do not
have the ability to meet their energy needs.!!® Weatherization efforts are particularly important
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for low- and moderateincome households. Households of color, renters, and households with
low or moderate incomes are all more likely to report energy insecurity.!'’ These disparities are
partially a result of economic hardship but are also caused by inequitable access to housing
with proper insulation, up to date heating, cooling, and ventilation systems, and functioning
and up to date lighting and appliances.!'® While programs that address the effects of energy
hardships, like the Low-Income Home Energy Assistance Program (LIHEAP), are critical,
weatherization attempts to address root causes by addressing issues that lead to energy
insecurities.

4. Internet access or digital literacy assistance. The interim final rule included an
enumerated eligible use for assistance to households for internet access or digital
literacy assistance. This enumerated eligible use, which responds to the negative
economic impacts of the pandemic on a household by providing assistance that
helps them secure internet access or increase their ability to use computers and the
internet, is separate from the eligible use category for investments in broadband
infrastructure, under Sections 602(c)(1)(D) and 603(c)(1)(D), which is used to build
new broadband networks through infrastructure construction or modernization. For
discussion of broadband infrastructure investment in the final rule, see section
Broadband Infrastructure in Infrastructure.

Background: The COVID-19 public health emergency has underscored the importance of
universally available, high-speed, reliable, and affordable broadband coverage as millions of
Americans rely on the internet to participate in, among other critical activities, school,
healthcare, and work. Recognizing the need for such connectivity, SLFRF funds can be used to
make necessary investments in broadband infrastructure that increase access over the long
term, as well as the necessary supports to purchase internet access or gain digital literacy skills
needed to complete activities of daily living during the pandemic.

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

However, even in areas where broadband infrastructure exists, broadband access may be out of
reach for millions of Americans because it is unaffordable, as the United States has some of the
highest broadband prices in the Organisation for Economic Cooperation and Development
(OECD).*?% According to a 2021 Pew Research Center study, 20 percent of nonbroadband users
say that the monthly cost of home broadband is the primary reason they do not have
broadband at home, and 40 percent say that cost is one reason for their lack of home
broadband.!?! Further, according to another survey, 22 percent of parents with homebound
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schoolchildren during the COVID-19 pandemic say that it is very or somewhat likely that their
children will have to rely on public wifi to finish their schoolwork because there is no reliable
internet connection at home; this percentage nearly doubles for lower-income parents, 40
percent of whom noted that their children will have to rely on public wi-fi.1?2 The same survey
showed that 36 percent of lower-income parents with homebound children say their child will
not be able to complete their schoolwork because they do not have access to a computer at
home.1%

Public Comment: Many commenters highlighted the importance of broadband access during
the pandemic, including for remote work and education, and argued that affordability presents
a major barrier to broadband adoption by households; in other words, many households live in
areas that have broadband infrastructure and service available but are unable to purchase
service for their household due to the high cost. These commenters argued that broadband
must be affordable to be accessible.

Commenters proposed several potential responses to affordability concerns. Some
commenters recommended that building ““gap networks,” or broadband networks built at low
cost to provide affordable service in areas where it is lacking, be eligible as assistance to
households to respond to the negative economic impacts of the pandemic, even if they do not
meet the technical standards for eligibility under the eligible use category of broadband
infrastructure investment, especially the required speed standards for new service. These
commenters argued that the networks have shown promise as a timely means to expand access
to affordable broadband internet during the pandemic, even if they may not provide service
speeds needed for more intensive internet uses. Another commenter requested eligible uses
include funding cellular towers to decrease costs. One commenter recommended that
affordability should be addressed through other programs but not SLFRF given that affordability
and availability may require nuanced solutions that would be complex to combine.

Treasury Response: The interpretive framework and enumerated eligible uses allow
recipients flexibility to address identified pandemic impacts, including through solutions that
take into account the particularized issues in their community. Given extensive commenter
feedback on the importance of affordability to achieving broadband access, and the centrality
of broadband to participating in work, education, healthcare, and other activities during the
pandemic, affordability programs are an appropriate eligible use to respond to the negative
economic impacts of the pandemic and Treasury is maintaining the enumerated eligible use for
assistance to households for internet access and digital literacy programs in the final rule.

Building or constructing new broadband networks is an infrastructure investment and is
governed by a separate clause in the statute. Treasury has addressed comments on “gap
networks”’ that require infrastructure build-out in the section Broadband Infrastructure in
Infrastructure.
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Public Comment: Some commenters also use the term “gap networks” to refer to
equipment installed as part of wi-fi systems, such as routers, repeaters, and access points; this
equipment provides consumer access to an existing broadband network and does not require
new network build-out or construction. These commenters recommended that Treasury
permit, as assistance to households for internet access, investments in public wi-fi networks,
free wi-fi in public housing communities, and other equipment that offers internet access to
end users by utilizing existing broadband networks. Other commenters recommended that
eligible uses in this category include providing devices and equipment necessary to access the
internet, like computers and routers, directly to lowincome households.

Treasury Response: Treasury has determined that these services, which expand internet
access without constructing new networks, are an appropriate enumerated eligible use as
assistance to households to respond to a negative economic impact, and they are permitted
under the final rule. Treasury is clarifying that eligible uses under this category can also include
a wide range of programs and services to expand internet access and digital literacy, such as
subsidies for the cost of internet service, other programs that support adoption of internet
service where available, digital literacy programs, or programs that provide devices and
equipment to access the internet (e.g., programs that provide equipment like tablets,
computers, or routers) to households. Recipients seeking to use funds for equipment should
refer to the section Capital Expenditures in General Provisions: Other for additional eligibility
standards that apply to uses of funds for capital expenditures (e.g., equipment, property, and
facilities).

5. Cash assistance. The interim final rule included as an enumerated eligible use cash
assistance and provided that cash transfers must be ‘“reasonably proportional” to
the negative economic impact they address and may not be ““grossly in excess of the
amount needed to address’’ the impact. In assessing whether a transfer is
reasonably proportional, recipients may “consider and take guidance from the per
person amounts previously provided by the Federal Government in response to the
COVID-19 crisis,” and transfers “‘grossly in excess of such amounts’ are not eligible.

Public Comment: Several commenters expressed support for this eligible use, noting that this
is a common policy tool for some governments to support the well-being of households and
individuals in their communities. Some commenters requested that Treasury set a specific
dollar amount for permissible cash transfers, and Treasury has also received recipient questions
on whether specific types of transfers, such as those to a substantial share of the population in
the jurisdiction, would be a permissible use of funds.

Treasury Response: Treasury is maintaining this enumerated eligible use in the final rule, in
line with commenters’ recommendations. Because the final rule is intended to provide
flexibility to recipients to respond to the particularized pandemic impacts in their communities,
which may vary in type and intensity, setting a specific dollar threshold for eligible cash
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transfers would fail to recognize the particularized needs of communities and limit recipients’
flexibility to tailor their response to those needs.

To provide greater clarity, Treasury is elaborating on the analysis that recipients may undertake
to assess the eligibility of specific cash assistance programs or transfers. Cash transfers, like all
eligible uses in this category, must respond to the negative economic impacts of the pandemic
on a household or class of households. For the reasons discussed above, recipients may
presume that low- and moderate-income households (as defined in the final rule), as well as
households that experienced unemployment, food insecurity, or housing insecurity,
experienced a negative economic impact due to the pandemic.

Recipients may also identify other households or classes of households that experienced a
negative economic impact of the pandemic and provide cash assistance that is reasonably
proportional to, and not grossly in excess of, the amount needed to address the negative
economic impact. For example, in the ARPA, Congress authorized Economic Impact Payments
to households at certain income levels, identifying and responding to a negative economic
impact of the pandemic on these households.

Finally, Treasury has reiterated in the final rule that responses to negative economic impacts
should be reasonably proportional to the impact that they are intended to address. Uses that
bear no relation or are grossly disproportionate to the type or extent of harm experienced
would not be eligible uses. Reasonably proportional refers to the scale of the response
compared to the scale of the harm. It also refers to the targeting of the response to
beneficiaries compared to the amount of harm they experienced; for example, it may not be
reasonably proportional for a cash assistance program to provide assistance in a very small
amount to a group that experienced severe harm and in a much larger amount to a group that
experienced relatively little harm.

6. Survivor’s benefits. The interim final rule included an enumerated eligible use for
survivor’s benefits to surviving family members of individuals who have died from
COVID-19, including cash assistance to widows, widowers, or dependents.

Public Comment: Treasury did not receive any comments on the inclusion of survivor’s
benefits as an enumerated use for impacted households in the interim final rule.

Treasury Response: This use of funds remains eligible under the final rule. Consistent with
the general reorganization noted above, the final rule organizes survivor’s benefits under
assistance to households to clarify that households are the intended beneficiaries of survivor’s
benefits.

7. Assistance accessing or applying for public benefits or services. Recognizing that
eligible households often face barriers to accessing public benefits or services that
improve health and economic outcomes, the interim final rule included as an
enumerated eligible use in disproportionately impacted communities, public
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benefits navigators to assist community members with navigating and applying for
available federal, state, and local public benefits or services. Treasury also clarified in
subsequent guidance after the interim final rule that this eligible use category would
include outreach efforts to increase uptake of the Child Tax Credit.

Background: The under-enrollment of eligible households in social assistance programs is a
well-recognized and persistent challenge. There are many reasons why a household may not be
receiving a particular benefit even though they are eligible. For many federal programs,
enrollment processes vary from state-to-state. Sometimes, households are simply unaware that
they are eligible for a particular benefit.!?* For example, despite having one of the highest rates
of participation of any benefits program, nearly 20 percent of eligible individuals do not
participate in the Supplementary Nutritional Assistance Program (SNAP).1% In other cases,
policies like public charge and asset testing can discourage otherwise eligible households.1?®
While the gap between households that need assistance and the number of households
participating in public benefit programs has always existed, narrowing that gap and ensuring
households receive the support they need is critical in mitigating the negative economic
impacts of the pandemic.

Public Comment: Treasury has also received feedback from recipients and stakeholders
noting the need to increase awareness and uptake of assistance programs, including gaps that
remain in enrollment of eligible households in programs to address the negative economic
impacts of the pandemic.?’

Treasury Response: Treasury has determined that this impact of the pandemic is widely
experienced across many jurisdictions and programs or services to increase awareness and
uptake of assistance programs would respond to the pandemic’s negative economic impact in
all communities. As such, in the final rule, this use is eligible for any impacted household or
class of households, not only in disproportionately impacted communities.

8. Promoting healthy childhood environments. The interim final rule included
programs and services that promote healthy childhood environments as an
enumerated eligible use for disproportionately impacted households. The interim
final rule listed three programs or services included under this use: Childcare;
programs to provide home visits by health professionals, parent educators, and
social service professionals to individuals with young children to provide education
and assistance for economic support, health needs, or child development; and
services for child welfare-involved families and foster youth to provide support and
education on child development, positive parenting, coping skills, or recovery for
mental health and substance use. The interim final rule also included an enumerated
eligible use for early learning services in disproportionately impacted communities,
to address disparities in education.
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Public Comment: Childcare and Early Learning: Treasury received multiple comments that
were supportive of the provision of childcare. Treasury has also received multiple comments
and questions indicating that recipients have identified a need for childcare for a broader range
of households and communities, for example those that may need childcare in order to return
to work, in addition to households and communities disproportionately impacted by the
pandemic. Several commenters expressed uncertainty about how childcare facilities should
interact with the boundaries of a QCT. Finally, one commenter recommended that pre-K or
early learning services encompass care for infants and toddlers, arguing that these types of care
are often more expensive or challenging to access for families.

Background: Childcare and Early Learning: As daycares and schools closed in-person activities
during the pandemic, many working families were left without childcare during the day.1?®
Although daycare centers and schools have since reopened in many communities, there
remains a persistent childcare shortage as childcare employment levels have not fully
rebounded since the sharp decline in childcare employment at the beginning of the
pandemic.'? As a result, working parents in communities across the country, and more
specifically women, may face challenges entering or reentering the labor force.3°

Low-income households are also more likely to lose access to quality childcare.*3! The
widespread closure of childcare centers combined with a lack of access to paid family leave
means parents in low-income households are more likely to experience a reduction of income
or leave their jobs due to a lack of childcare options.13?

Additionally, childcare providers serving primarily low-income families were less likely to
remain open during the pandemic because of tighter profit margins and general community

financial insecurity, compared to childcare providers serving primarily high-income families.
134
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In addition to disruptions to childcare, early learning services were also significantly impacted
by the pandemic, and the disruption of these services had widespread ramifications for learning
loss, parental support, and equity. Early learning centers have seen declined enrollment across
the board, though there was a larger dip in enrollment for low-income households.*3> This
lower enrollment coincides with a diminishing workforce, as similarly to childcare, early
childhood educators have been leaving the profession due to long hours, low pay,!3® and health
and safety concerns.'3” As a result, children’s school readiness has suffered, leading to potential
long-term impacts on life outcomes.'*® The impact also extended to parents. Parents, especially
mothers, may face challenges reentering or remaining in the workforce if early learning services
are unavailable.

Treasury Response: Childcare and Early Learning Services: Treasury agrees with
commenters’ analysis that challenges accessing or affording childcare have been widespread
during the pandemic, affecting many jurisdictions and populations across the country.
Disruptions to early care and learning services similarly have had broad impact and likely result
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in negative impacts for young children and their parents. As such, these enumerated eligible
uses are generally responsive to the negative economic impacts of the pandemic in all
communities, not just in disproportionately impacted communities. Under the final rule,
childcare and early learning services are available to impacted households or classes of
households, not just those disproportionately impacted. These eligible uses can include new or
expanded services, increasing access to services, efforts to bolster, support, or preserve existing
providers and services, and similar activities.

Further, Treasury is clarifying that improvements to or new construction of childcare, daycare,
and early learning facilities are eligible capital expenditures. Recipients seeking to use funds for
capital expenditures should refer to the section Capital Expenditures in General Provisions:
Other for additional eligibility standards that apply to uses of funds for capital expenditures.

Public Comment: Home Visiting: Treasury has also received questions about whether the
provision of home visiting services would be responsive to the health and mental health needs
of impacted new mothers, citing the positive mental health impacts shown on the mother as
well as improved outcomes for children.

Background: Home Visiting: Pregnant and recently pregnant individuals are at an increased risk
for serious illness from COVID—-19.13° Furthermore, pregnant individuals with COVID-19 are
more likely to experience preterm birth (delivering the baby earlier than 37 weeks).'# In
addition to heightened health risks from COVID-19, pregnant individuals may have experienced
significant changes to their prenatal care during the pandemic %! or may also have experienced
increased mental health challenges, including high levels of depression, anxiety, loneliness, and
post-traumatic stress during the pandemic.14?

Home visiting services provided to families, particularly new mothers and newborns, feature
regular home visits from trained nurses, social workers, and/or counselors who provide health
care, mental health resources, positive parenting support, support in making personal health
decisions, and awareness of other potentially helpful services. These functions have become
even more essential at mitigating negative factors associated with the pandemic. Home visits
give professionals a chance to flag potential domestic violence, which has risen worldwide over
the course of the pandemic.1#3 Racial health disparities can also be driven down by home visits.
For example, Black women are more likely to avoid hospitals during the pandemic, and home
visitors can help either assuage concerns around hospitals or give effective advice for
alternative methods of childbirth.1#* Given the disproportionate effect of the pandemic on
people of color, home visits are an essential equity tool that tackle major negative effects of the
pandemic. These are just a few selections from the evidence that suggests many home visiting
models can have a positive effect on maternal physical and mental health.14

Treasury Response: Home Visiting: Given the widespread impact of COVID-19 on pregnant
and recently pregnant individuals, Treasury is recategorizing home visiting services as an
eligible use for impacted communities, not just disproportionately impacted communities.
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Under the final rule, these eligible uses are available to impacted households or classes of
households.

Public Comment: Child Welfare: While the interim final rule noted that certain types of
assistance, particularly around child development and parenting, were eligible for child welfare-
involved families, Treasury has received some recipient questions asking whether financial,
educational, housing, or other supports and services are eligible uses for foster youth, including
those aging out of the system, and child welfare-involved families. Other commenters asked
about whether funding for kinship care would be eligible.

Background: Child Welfare: The COVID-19 pandemic placed meaningful strain on the child
welfare and foster care system. Court hearings were delayed,146 essential mental health care
was shifted to a virtual environment, and attendance and performance in school among foster
children dropped sharply.!*’” Additionally, there was a nationwide rise of new children entering
the foster care system and many states placed temporary moratoria on children aging out of
the foster care system.*® As these temporary moratoria expire, additional support will be
needed to assist children exiting the system.

Additionally, financial and material hardship are causal factors in the increase of new children
entering the foster care system, whether through loss of a caregiver, domestic violence,'*° or
other associated costs of the pandemic. Therefore, support to decrease these hardships will
support families and increase positive outcomes for youth and families that may otherwise
become involved in the child welfare system.

Treasury Response: In the final rule, Treasury is clarifying that services to foster youth,
including those aging out of the system, and child welfareinvolved families may encompass a
wide array of financial, educational, child development, or health supports, or other supports
necessary, including supports for kinship care.

9. Addressing the impacts of lost instructional time.

Public Comment: The interim final rule included an enumerated eligible use to address
educational disparities in disproportionately impacted communities, recognizing that
underserved students have been more severely impacted by the pandemic and including
responsive services for early learning, enhance funding to highpoverty districts, and providing
evidence-based services to address the academic, social, emotional, and mental health needs of
students. Some commenters expressed concerns that learning loss or the negative impacts of
lost instructional time due to school closures or remote education during the pandemic had
affected a significant share of students in grades kindergarten through twelve (K-12), including
students who may not fall within a disproportionally impacted group.

Background: The COVID-19 pandemic resulted in the widespread closure of schools across the
nation. While many schools and districts reopened to in-person instruction or implemented
remote learning, the shift was not immediate or without consequence. Children who received
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virtual only or combined remote and inperson instruction were more likely to report
experiencing negative mentaland physical health outcomes than children who received in-
person instruction.>°

Treasury Response: Under the final rule, addressing the impact of lost instructional time
and/or learning loss is an enumerated eligible use for impacted households. When providing
services to address lost instructional time, recipients may presume that any K-12 student who
lost access to inperson instruction for a significant period of time has been impacted by the
pandemic and is thus eligible for responsive services.

Interventions or services that address the impact of lost instructional time may include offering
high-quality tutoring and other extended learning opportunities, providing differentiated
instruction, implementing activities to meet the comprehensive needs of students, expanding
and improving language access for parents and families, providing information and assistance
to parents and families on how they can effectively support students, including in a distance
learning environment, improving student engagement in distance education, and administering
and using high-quality assessments to assess students’ academic progress, among others. In
designing services under this eligible use, recipients may wish to reference guidance from the
Department of Education on strategies for addressing lost instructional time.?>!

The final rule also maintains a separate enumerated eligible use for addressing educational
disparities in disproportionately impacted communities. This eligible use includes services to
address disparities in educational outcomes that predate the pandemic and amplified its impact
on underserved students; these include, for example, enhanced funding to highpoverty districts
and providing evidence-based services to address the academic, social, emotional, and mental
health needs of students.

Finally, as described in the section Public Health, recipients can provide a broad range of
behavioral health services, including services for children and youth in schools, to respond to
the impacts of the pandemic on mental health and other behavioral health issues. When
providing behavioral health services, recipients may presume that the general public was
impacted by the pandemic and provide behavioral health services to members of the general
public, including children and youth in schools, without any further analysis of impacts of the
pandemic on those individuals and whether the service is responsive.

10. Promoting long-term housing security: affordable housing and homelessness.
Under the interim final rule, recipients may use SLFRF funds to provide a set of
housing services to communities that have been disproportionately impacted by the
pandemic. Specifically, the interim final rule provided that programs or services that
address housing insecurity, lack of affordable housing, or homelessness, were
responsive to the negative economic impacts of the pandemic when provided to
disproportionately impacted households and communities. The enumerated uses
included supportive housing or other programs or services to improve access to
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stable, affordable housing among individuals who are homeless and development of
affordable housing to increase supply of affordable and high-quality living units.
Many recipients have already announced plans to use SLFRF funds for affordable
housing interventions in all of these categories. Treasury received many comments
asking for additional clarity or flexibility in these uses.

As detailed below, based on multiple public comments and questions and Treasury’s
subsequent analysis, Treasury has determined that supportive housing or other programs or
services to improve access to stable, affordable housing among individuals who are homeless,
and the development of affordable housing to increase supply of affordable and high-quality
living units are responsive to the needs of impacted populations, not only disproportionately
impacted populations. This final rule reflects this clarification and builds on the objectives
stated in the interim final rule to improve access to stable, affordable housing, including
through interventions that increase the supply of affordable and high-quality living units,
improve housing security, and support durable and sustainable homeownership.

Finally, note that ““emergency housing assistance,” or assistance for responses to the
immediate negative economic impacts of the pandemic through services like financial
assistance for rental arrears or mortgage payments, is also an eligible use category for
assistance to households under the final rule; see the eligible use for “emergency housing
assistance” above. The provision of housing vouchers and assistance relocating to
neighborhoods with higher levels of economic opportunity remains an eligible use under
assistance to disproportionately impacted households; for discussion, see the eligible use for
“housing vouchers and assistance relocating” below.

Background: Affordable Housing: It is clear that the ongoing pandemic and resulting economic
crisis are having a profound, long-term negative effect on the pre-existing affordable housing
crisis facing low-income households.>> The combination of a large number of higher-income
households who have weathered the pandemic without significant income losses, low interest
rates, and housing supply constraints exacerbated by the pandemic, have driven a sharp
increase in the sale price of homes.?*3 Meanwhile, many lowincome renters and homeowners
are struggling with lost employment and income and are behind on their housing payments.1

Public Comment: Affordable Housing Outside of Low-Income Geographies: A major
theme in comments was that affordable housing interventions, especially development of
affordable housing, should be allowed outside of QCTs, as concentrating the supply of
affordable housing in low-income geographies can have the effect of increasing both
concentrated poverty and racial and economic segregation, while locking lower-income
households in need of housing support out of highopportunity neighborhoods with access to
employment and amenities.

Treasury Response: Affordable Housing Outside Low-Income Geographies: As
previously stated, affordable housing is not confined to low-income geographies under the
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interim final rule. As discussed elsewhere, the interim final rule presumed that QCTs, as well as
communities served by Tribal governments, were disproportionately impacted for
administrative convenience, but recipients may identify other populations, households, or
geographic areas with disparate impacts of COVID-19 and provide affordable housing services
to them. For example, under the interim final rule, a city could determine that its lowincome
residents faced disproportionate impacts of COVID—19 and develop affordable housing targeted
to these households. Such a scenario could include, for example, affordable projects in higher-
income neighborhoods that would allow residents to live closer to jobs and well-resourced
schools.

Additionally, as noted above, Treasury is finalizing the rule with some changes to the treatment
of affordable housing development designed to clarify that permanent supportive housing or
other programs or services to improve access to stable, affordable housing among individuals
who are homeless, and the development of affordable housing to increase supply of affordable
and high-quality living units, are responsive to individuals and households that were impacted
by the pandemic in addition to those that were disproportionately impacted. This shift isin line
with commenters’ recommendations and consistent with the facts described above, which
demonstrate that lack of supply of affordable housing units contributed to the pandemic’s
impact on housing insecurity and unsustainable housing cost burdens and that these impacts
were experienced broadly across the country.

Public Comment: Eligible Activities: Many commenters asked for clarity on what types of
activities (e.g., land acquisition, construction, preconstruction costs, operating costs, etc.) are
eligible uses of SLFRF, and what affordability criteria must be applied to affordable housing
development. Commenters encouraged Treasury to allow the full array of affordable housing
activities, including particular requests for broad flexibility for Tribal communities, and to
specify that “development’’ should include construction, preservation, rehabilitation, and
operation. Other commenters requested clarification about permissible program administration
approaches for affordable housing, such as contracting methods and distribution of funds.

Some commenters asked that Treasury require SLFRF funds to be focused on the lowest-income
households, who suffer the most severe rent burdens and risks of housing instability, and
whose housing situation has left them particularly vulnerable to COVID-19. For example, one
commenter argued that SLFRF funds should only be used to support affordable housing for
households making 50 percent of AMI or less and that recipients should be required to set aside
significant portions of any developments for renters making 30 percent of AMI or less and
persons with physical and sensory disabilities. Other commenters requested a more flexible
approach to affordable housing definitions.

Treasury Response: Eligible Activities: The final rule clarifies eligibility of affordable
housing development for recipients; these uses were eligible under the interim final rule, but
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Treasury is providing further guidance to enhance clarity and respond to recipient and
commenter questions.

As with all interventions to address the negative economic impacts of the pandemic, affordable
housing projects must be responsive and proportional to the harm identified. This test may be
met by affordable housing development projects—which may involve large expenditures and
capital investments— if the developments increase the supply of long-term affordable housing
for lowincome households. While there may be less costly (or non-capital) alternatives to
affordable housing development, a comprehensive response to the widespread housing
challenges underscored by the pandemic will require the production of additional affordable
homes, and targeted affordable housing development is a cost-effective and proportional
response to this need.

For purposes of this test, Treasury will presume that any projects that would be eligible for
funding under either the National Housing Trust Fund (HTF) or the Home Investment
Partnerships Program (HOME) are eligible uses of SLFRF funds. Note that these programs use
different income limits than the definition of low- and moderate-income adopted by Treasury.
Given the severity of the affordable housing shortage, and the ways in which the pandemic has
exacerbated the need for affordable, high-quality dwelling units, Treasury has determined that
the households served by these federal housing programs have been impacted by the
pandemic and its negative economic impacts and that development of affordable housing
consistent with these programs is a related and reasonably proportional response to those
impacts. Additionally, affordable housing projects provided by a Tribal government are eligible
uses of SLFRF if they would be eligible for funding under the Indian Housing Block Grant
program, the Indian Community Development Block Grant program, or the Bureau of Indian
Affairs Housing Improvement Program. Alignment with these programs, which define
““affordable housing” in a manner consistent with a proportionate response to the affordable
housing challenges faced by low- and moderateincome households as a result of the negative
economic impacts of the pandemic, is intended to give recipients comfort and clarity as they
design a wide variety of affordable housing interventions, including production, rehabilitation,
and preservation of affordable rental housing and, in some cases, affordable homeownership
units. These programs allow the financing of a wide range of affordable housing activities and
set clear eligibility criteria that many recipients are already familiar with.

Finally, to further support sustainable and durable homeownership, recipients may consider
offering down payment assistance, such as through contributions to a homeowner’s equity at
origination or that establish a postclosing, mortgage reserve account on behalf of the borrower
that may be utilized to make a missed or partial mortgage payment at any point during the life
of the loan (e.g., if the borrower faces financial stress). Homeownership assistance that would
be eligible under the Community Development Block Grant (at 24 CFR 507.201(n)) is also an
eligible use of SLFRF funds.
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Public Comment: Permanent Supportive Housing: Treasury has received comments
encouraging the use of SLFRF funds for permanent supportive housing. This is an eligible use
under the interim final rule: Both the development of affordable housing (including operating
subsidies) and wraparound services such as behavioral health services, employment services,
and other supportive services, are eligible responses to the public health crisis or its negative
economic impacts.

Treasury Response: The final rule maintains the eligibility of permanent supportive housing
as an enumerated use. Treasury is also clarifying that other affordable housing developments
targeted to specialized populations are also eligible, for example recovery housing for
individuals in recovery from substance use.

Public Comment: Operating Expenses: Commenters specifically asked that Treasury allow
the use of SLFRF funds for operating expenses of affordable housing units, as operating
subsidies are typically required to reach extremely low-income households, whose affordable
rents may be lower than the ongoing cost of operating their unit.

Treasury Response: Operating expenses for eligible affordable housing were an eligible use
of funds under the interim final rule and the final rule maintains this treatment. This may
include capitalized operating reserves. Rehabilitation and repair of public housing will also be
considered an eligible use of SLFRF funds.

Public Comment: Affordable Housing Loans and Revolving Loan Funds: Some
commenters requested that loans with maturities beyond the period of performance or
revolving loan funds that revolve beyond the period of performance be eligible uses of SLFRF
funds if used for affordable housing. Some commenters pointed out that forprofit developers of
low-income housing through the Low-Income Housing Tax Credit (LIHTC) may be deterred from
accepting grants to bridge funding gaps in current LIHTC deals by the treatment of grants to for-
profit entities in the calculation of eligible basis for the LIHTC.

Treasury Response: The final rule does not change the treatment of loans from the interim
final rule. For more details see section Treatment of Loans in Program Administration
Provisions. Similarly, the final rule does not change the treatment of grants to support
affordable housing development, including developments supported by the LIHTC: such grants
are an eligible use of funds.

Additional enumerated eligible uses for assistance to impacted households. As noted above,
the interim final rule posed a question on what other types of services or costs Treasury should
consider as eligible uses to respond to the negative economic impacts of COVID-19. In
response, commenters proposed a wide variety of additional recommended enumerated
eligible uses to assist households, ranging from general categories of services (e.g., legal and
social services) to services that respond to needs widely experienced across the country (e.g.,
access to and affordability of health insurance) to services that are most applicable to the
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particularized needs of certain populations or geographic areas of the United States (e.g., senior
citizens, SNAP recipients, immigrants, formerlyincarcerated individuals, responding to
environmental issues in certain geographic regions). Other commenters generally requested a
high degree of flexibility to respond to the particular needs of their communities.

Treasury Response: Given the large number and diversity of SLFRF recipients, Treasury’s
approach to assistance to households in the final rule aims to clarify additional enumerated
eligible uses that respond to negative economic impacts of the pandemic experienced widely in
many jurisdictions across the country, making it clear and simple for recipients to pursue these
enumerated eligible uses under the final rule. In the final rule, Treasury is clarifying several
additional uses, which generally respond to pandemic impacts experienced broadly across
jurisdictions and populations, are eligible under the interim final rule as assistance to
households and continue to be so under the final rule, as outlined below.

11. Paid sick, medical, or family leave.

Public Comment: Some commenters argued that the pandemic increased the need for paid
sick or medical leave, as staying home when ill is recommended by the CDC to prevent spread
of the virus but lack of access to paid sick leave often prevents workers from staying home.
Other commenters recommended paid family leave as an eligible use, arguing that shortages in
access to childcare or home health assistance, as well as school closures, may increase the need
for family members to serve as caretakers.

Background: The COVID-19 pandemic highlighted the importance of paid leave as well as the
number of workers who do not have access to paid sick and/or family leave. When workers
have access to paid leave, they are less likely to report to work sick, and therefore less likely to
spread illnesses in the workplace: One study demonstrates that the emergency sick leave
provision of the Families First Coronavirus Response Act (FFCRA) reduced the spread of COVID—
19.155

The lack of paid leave exacerbates financial hardships experienced as a result of the public
health emergency. A 2018 survey by the Department of Labor found that two-thirds of
employees that took unpaid or partial-paid leave experienced financial hardship.1>®
Furthermore, because the Family and Medical Leave Act (FMLA) excludes small employers,
part-time workers, and workers who have been with their employer for less than a year, 44
percent of workers do not have access to even unpaid leave.’>” Workers of color and workers
with lower incomes are less likely to have access to paid leave.1>81%°

For workers that are also caregivers for children, seniors, or other family members, there may
be a similar need for—and benefits of —paid family leave. For example, some workers may have
struggled during the pandemic to balance caring for children, as schools and daycares closed,
and working. For new parents, paid parental leave results in fewer infant hospitalizations,
lowering parental stress, increasing parental involvement, and improving the overall health of
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parent and child.1®® COVID-19 has also increased the levels of ““caregiving intensity’”’ 1% and
““caregiving burden’” %2 for those providing care to seniors or older family members.163164
When surveyed, more than half of caregivers reported that COVID-19 increased both the
amount of caregiving responsibilities they had as well as the negative physical and mental
impacts their caregiving responsibilities had on themselves.1%

Treasury Response: Treasury agrees that these constitute impacts of the pandemic, and
accordingly, under the final rule, creating, expanding, or financially supporting paid sick,
medical, or family leave programs is an enumerated eligible use of funds to respond to the
negative economic impacts of the pandemic.

12. Health insurance.

Public Comment: Several commenters recommended that uses of funds to expand access to
health insurance be enumerated eligible uses; commenters believed that the heightened risk of
illness or hospitalization due to COVID- 19 had increased the negative economic impacts of
lacking health insurance.

Background: In 2019, prior to the pandemic, it was estimated that 11 percent of nonelderly
adults lacked health insurance.'®® By mid-2020, job loss had resulted in an estimated 3.3 million
people losing their employer sponsored insurance, resulting in an additional 2 million uninsured
adults.*®’ Participation in Medicaid, the Children’s Health Insurance Program (CHIP), and the
Affordable Care Act (ACA) marketplace played an important role in minimizing the number of
people who completely lost health insurance during the early phases of the pandemic;
Medicaid and CHIP enrollment increased by 9 percent from February to September 2020 %8 and
8.3 million people enrolled in insurance through the ACA marketplace.®®

Although the ACA, CHIP, and Medicaid have significantly reduced the number of uninsured
Americans through the pandemic and the economic downturn, adequate coverage and
affordability still remains an issue for many. In 2020, 21 percent of workingage adults were
inadequately insured, meaning even if they had insurance, they incurred a significant amount of
out-of-pocket costs.'’? Additionally, 37 percent of adults reported struggling with medical bills
or medical debt and 71 percent of adults who did not purchase insurance cited affordability as
the main factor.!’?

Treasury Response: Treasury agrees that loss of health insurance, increased financial risk
from lacking health insurance, or excessive out-of-pocket healthcare costs constitute negative
economic impacts of the pandemic. Under the final rule, programs or services to expand access
to health insurance coverage are an enumerated eligible use as assistance to households, for
example, subsidies for health insurance premiums or expansion of a recipient’s health
insurance plan to cover additional employees who currently lack coverage.

13. Services for the unbanked and underbanked.
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Public Comment: One commenter expressed support for the inclusion of services to increase
banking access as an allowable expense under SLFRF. The commenter recommended that
states be encouraged to offer opportunities for consumers to open safe and affordable
accounts capable of receiving direct payments. The commenter emphasized that allowing
unbanked and underbanked households to receive funds securely through no-fee, direct
deposit will help connect or reconnect consumers to the mainstream financial system.

Background: Banking inequities can make it difficult for unbanked or underbanked households
to access housing, jobs, and other important economic opportunities. Being unbanked or
underbanked can also make it challenging for households to apply for and receive financial
assistance, including services like pandemic emergency housing assistance.

Safe, affordable, and accessible financial services play a critical role in assisting households in
the United States in managing income volatility and cash flow shortages.”? Currently, over 5
percent of families, or 7 million households are ““unbanked,”” meaning they do not have a bank
account.'’® Low-income households, non-white households, and households with individuals
with disabilities were even more likely to be unbanked. In 2019, 16 percent of Native American
households, 14 percent of Black households, and 12 percent of Hispanic households were
unbanked, compared to 2.5 percent of white households. Additionally, underbanked
households—those that have a bank account but rely on alternative financial services, such as
money orders, payday loans, and check cashing services— account for 16 percent of all
households in the United States.’* As a result of the COVID-19 pandemic, new social distancing
protocols have, in some instances, made it more difficult to perform financial transactions with
paper instruments, like banknotes, coinage, paper checks, or money orders. Households
constrained to these payment methods may face challenges receiving government assistance.
Additionally, businesses have transitioned to cashless payments systems to promote
contactless payments.}’® As a result, unbanked individuals may face additional challenges
conducting financial transactions.

Treasury Response: Recognizing these challenges, Treasury is clarifying that recipients may
use SLFRF funds to provide financial services that facilitate the delivery of federal, state, or local
benefits (e.g., Child Tax Credit, Earned Income Tax Credit, tax refunds, or emergency housing or
food assistance funds). The following includes a nonexhaustive list of uses to provide financial
services to unbanked and underbanked households:

* Provide low or no cost financial services, including in conjunction with administration of
benefits, such as prepaid debit cards, e.g., via Economic Impact Payment or General Purpose
Reloadable pre-paid cards or for the development of public banking infrastructure that can
support benefit delivery.

e Provide transitional services to facilitate long-term access to banking and financial services.
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e Provide financial literacy programs and conduct community outreach and deploy engagement
resources to increase awareness about low-cost, nooverdraft fee accounts, pilot new strategies
and approaches that help overcome barriers to banking access and support the gathering and
sharing of information in ways that improve equity, such as community meetings, partnerships
with community-based organizations, online surveys, focus groups, human-centered design
activities, and other community engagement activities.

Assistance to Unemployed and Underemployed Workers

The interim final rule included assistance to unemployed workers as an enumerated eligible
use, including “‘services like job training to accelerate rehiring of unemployed workers.”
Treasury provided further guidance, based on recipient questions after the interim final rule,
that eligible uses under this section also include “other efforts to accelerate rehiring and thus
reduce unemployment, such as childcare assistance, assistance with transportation to and from
a jobsite or interview, and incentives for newly employed workers[,]”’ as well as assistance to
unemployed workers seeking to start small businesses. Finally, further guidance also provided
that “public jobs programs, subsidized employment, combined education and on-the-job
training programs, or job training to accelerate rehiring or address negative economic or public
health impacts experienced due to a worker’s occupation or level of training” are all
enumerated eligible uses as assistance to unemployed or underemployed workers.

The interim final rule defined eligible beneficiaries of assistance as “individuals who want and
are available for work, including those who have looked for work sometime in the past 12
months or who are employed part time but who want and are available for full-time work.”
This definition is based on definitions used by the Bureau of Labor Statistics to define
individuals currently unemployed, as well as persons marginally attached to the labor force and
working part-time for economic reasons.'’® The latter two classifications are types of labor
underutilization, or ““‘underemployed”” workers. 1’7 Finally, the interim final rule specified that
assistance to unemployed workers included both workers who lost their job during the
pandemic and resulting recession and workers unemployed when the pandemic began who
saw further deterioration of their economic prospects due to the pandemic.

Public Comment: Commenters generally supported the inclusion of this enumerated eligible
use. One commenter recommended including assistance for underemployed workers who took
jobs due to the pandemic that did not fully utilize their skillset or did not provide the hours,
wages, or job quality desired. Treasury has also received recipient questions on whether job
fairs or grants to businesses to hire underserved workers are eligible uses under this category.
Another commenter recommended flexibility in eligible workforce development programs,
arguing that rural areas may face particular challenges.

Treasury Response: Treasury is maintaining this eligible use in the final rule, including the
enumerated eligible services in the interim final rule and subsequent guidance. Treasury is also
confirming that job fairs or grants to businesses to hire underserved workers are eligible uses
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under this section. Treasury is also enumerating that job and workforce training centers are
eligible capital expenditures, so long as they adhere to the standards and presumptions
detailed in the section Capital Expenditures in General Provisions: Other.

The final rule maintains the definition of eligible beneficiaries, which is aligned with the Bureau
of Labor Statistics’ definitions of unemployed workers and other labor underutilization, using a
common, widely known definition that incorporates a broad group of individuals both
unemployed or whose skills are otherwise underutilized in the labor market.

In addition, recognizing that the pandemic has generated broad workforce disruption, in the
final rule, Treasury is making clear that recipients may provide job training or other enumerated
types of assistance to individuals that are currently employed but are seeking to move to a job
that provides better opportunities for economic advancement, such as higher wages or more
opportunities for career advancement.

Recipient Unemployment Insurance Trust Funds and Related Expenses

Under the interim final rule, a recipient may use funds to make deposits into its 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 balance of such account as of January
27, 2020 or to pay back advances received under Title XII of the Social Security Act (42 U.S.C.
1321) for the payment of benefits between January 27, 2020 and May 17, 2021. These costs
support the solvency of the unemployment insurance system and, ultimately, unemployment
insurance benefits provided to unemployed workers during the pandemic.'’® The interim final
rule also posed the question of what, if any, conditions should be considered to ensure that
funds used under this eligible use category repair economic impacts of the pandemic and
strengthen unemployment insurance systems.

Public Comment: Inclusion as an Eligible Use and Conditions: Commenters expressed
mixed perspectives on this eligible use category. Some commenters supported its inclusion,
arguing that unemployment insurance systems have faced significant costs to support
unemployed workers during the pandemic and that this constitutes a negative economic impact
that SLFRF funds should be able to address. Other commenters opposed this eligible use
category, arguing that funds used under this category may not ultimately support unemployed
workers. Some commenters noted that unemployment insurance taxes on businesses
automatically increase when trust fund balances are low and suggested that permitting the
deposit of funds into unemployment insurance trust funds prevents a tax increase on
businesses, some of which may not have faced negative economic impacts from the pandemic,
rather than providing assistance to unemployed workers. Other comments suggested that
deposits are better thought of as savings for future needs than assistance to unemployed
workers in the near term.

Responding to the interim final rule’s question, several commenters suggested that, if Treasury
maintains this eligible use, the final rule should require detailed reporting on funds used under
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this category or place conditions on this category to increase the likelihood that funds
ultimately support unemployed workers. For example, some commenters suggested that
recipients that deposit SLFRF funds into their trust fund should be barred from cutting
unemployment insurance benefits for workers during the period of performance or from
erecting new barriers to accessing benefits (e.g., through the application process and ongoing
requirements to receive benefits). One commenter, noting that unemployment insurance
benefits often provide low rates of wage replacement and do not cover some types of
unemployed workers, argued that recipients should not be permitted to deposit funds into the
trust fund unless the recipient concurrently expands benefits. Finally, one commenter
suggested a cap on the amount of funds that can be used for this purpose.

Treasury Response: Inclusion as an Eligible Use and Conditions: In the final rule,
Treasury is maintaining the inclusion of this eligible use category. Because unemployment
insurance trust funds directly fund benefits to unemployed workers, maintaining the solvency
of the trust fund is critical to the continued provision of assistance to unemployed workers.
Further, funds deposited into the trust fund must be used as assistance to unemployed
workers, an eligible use of SLFRF funds. Finally, while, in the absence of the SLFRF, trust fund
deposits would likely be funded through increases on employer payroll taxes, the eligibility of
uses of SLFRF funds does not depend on how obligations would otherwise be satisfied if the
SLFRF were not available for this use.

While deposits to unemployment insurance trust funds generally serve as assistance to
unemployed workers, recipients that make deposits but also cut unemployment insurance
benefits to workers substantially decrease the likelihood that the deposited funds will assist
unemployed workers. In other words, SLFRF funds deposited into an unemployment insurance
trust fund generally serve as assistance to unemployed workers, unless recipients take policy
actions that substantially decrease the extent to which SLFRF funds would flow to unemployed
workers. As such, through December 31, 2024, recipients that deposit SLFRF funds into an
unemployment insurance trust fund or use SLFRF funds to repay principal on Title XII advances,
may not take action to reduce benefits available to unemployed workers by changing the
computation method governing regular unemployment compensation in a way that results in a
reduction of average weekly benefit amounts or the number of weeks of benefits payable (i.e.,
the maximum benefit entitlement).

Finally, until the final rule becomes effective on April 1, 2022, the interim final rule remains
binding and effective.}’ These requirements were not in effect under the interim final rule and
do not apply to funds used (i.e., obligated or expended) under the interim final rule while it is in
effect. In addition, recognizing that some recipients have taken significant steps toward making
a trust fund deposit or repaying principal on Title Xl advances under the interim final rule, such
as the legislative appropriation of funds for this purpose, even if a formal obligation has not
occurred, Treasury will exercise enforcement discretion to not pursue violations of this final
rule provision (i.e., the requirement not to reduce benefits) for recipients that have
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appropriated funds for this purpose prior to the date of adoption of the final rule consistent
with the laws and procedures in their jurisdiction. Recipients should refer to Treasury’s
Statement Regarding Compliance with the Coronavirus State and Local Fiscal Recovery Funds
Interim Final Rule and Final Rule, which provides additional detail on these issues.

Public Comment and Treasury Response: Technical Corrections and Amendments:
Following the interim final rule, Treasury received recipient questions on whether paying
interest on advances received under Title Xl of the Social Security Act (42 U.S.C. 1321) is an
eligible use of SLFRF funds; Treasury is clarifying that such use is permissible, consistent with
Treasury’s treatment of the eligibility of interest on Title XIl advances under the Coronavirus
Relief Fund.

Treasury is further clarifying that recipients may only use SLFRF funds for contributions to
unemployment insurance trust funds and repayment of the principal amount due on advances
received under Title Xl 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. Further, recipients may use SLFRF funds for
the payment of any interest due on such Title XIl advances. In other words, excluding interest
due on Title XIl advances, the magnitude of the decrease of the balance in the unemployment
insurance trust fund plus the principal outstanding on any Title XII borrowings made from the
beginning of the public health emergency to the date of publication of the SLFRF interim final
rule sets a cap on the amount of SLFRF funds a recipient may use for trust fund contributions
and repayment of principal on Title XII advances. Further, a recipient that deposits SLFRF funds
into its unemployment insurance trust fund to fully restore the pre-pandemic balance may not
draw down that balance and deposit more SLFRF funds, back up to the pre-pandemic balance.

Enumerated Eligible Uses for Disproportionately Impacted Households
Background

The COVID-19 pandemic has had disproportionally negative impacts on many households and
communities that were already experiencing inequality related to race, gender, age, or income
before the pandemic. People of color, low-income workers, and women disproportionately lost
their jobs during the COVID-19 pandemic and experienced disproportionate rates of negative
health outcomes. 189181

These disproportionate negative impacts experienced by systemically underserved
communities are not novel to the COVID-19 pandemic and the economic downturn. Research
shows that historically underserved communities that are experiencing economic and social
disparities typically experience disproportionate impacts of economic downturns and natural
disasters.® This pattern held true for the effects of COVID—19 and the economic downturn:
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Historically undeserved groups experienced amplified negative impacts, further widening

inequality.183

Many communities facing systemic barriers had not yet recovered from the impact of the Great
Recession before experiencing the impacts of COVID-19 and the economic downturn. For
example, in 2009, at the end of the Great Recession, households without a high school diploma
had an average annual income of $32,300 (measured in 2018 dollars). By 2018, nine years into
the economic recovery, those same households saw their average income increase by $600.
During that same time period, households with a bachelor’s degree saw an increase in their
average household income of $6,100 (measured in 2018 dollars).84

The impact pre-existing inequalities have on a household or community’s ability to recover is
intersectional. Research shows that pre-existing racial and gender disparities exacerbated the
disproportionate economic and health impact COVID-19 and the economic downturn had on
workers of color, and specifically, women of color.185 Another study found that during the first
six months of the pandemic counties that were both high-poverty and majority non-white
experienced COVID-19 infection rates eight times higher than high-poverty, majority white
counties.'®® Many residents in these communities are still coping with the negative health and
economic impacts.

Summary of the Interim Final Rule and Final Rule Structure

As described previously, the interim final rule provided a broader list of enumerated eligible
uses to respond to the pandemic in disproportionately impacted communities, in recognition
that pre-existing health, economic, and social disparities contributed to disproportionate
pandemic impacts in certain communities and that addressing the root causes of those
disparities constitutes responding to the public health and negative economic impacts of the
pandemic. The interim final rule described eligible uses in disproportionately impacted
communities in four categories, spread across public health and negative economic impacts: (1)
Addressing disparities in public health outcomes, (2) building stronger communities through
investments in housing and neighborhoods, (3) addressing educational disparities, and (4)
promoting healthy childhood environments. As described above, Treasury has moved eligible
uses related to community violence intervention, assistance accessing or applying to public
benefits and services, affordable housing development, healthy childhood environments, and
addressing lost instructional time in K— 12 schools into the category “assistance to impacted
households,” recognizing that these pandemic impacts were widely shared across the country.

This section discusses enumerated eligible uses to address health disparities, to build stronger
communities through investments in neighborhoods, to address educational disparities, to
provide rental assistance vouchers or assistance relocating to areas of greater economic
opportunity, and additional eligible uses to respond to negative economic impacts in
disproportionately impacted communities. While many of these services impact both health
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and economic outcomes, Treasury has consolidated them into a single section for simplicity and
clarity and to reflect the intertwined nature of these issues.

As a reminder, recipients can presume these uses are eligible when provided in a QCT, to
families and individuals living in QCTs, by Tribal or territorial governments, or to lowincome
households or communities. As provided in section Standards: Designating Other
Disproportionately Impacted Classes, recipients can also provide these services to other
populations, households, or geographic areas disproportionately impacted by the pandemic.
Recipients may also identify additional disproportionate impacts of the pandemic and design an
appropriate response to address that harm. For details on eligibility standards and presumed
eligible populations, see section General Provisions: Structure and Standards.

Enumerated Eligible Uses for Disproportionately Impacted Households
1. Addressing health disparities.

Public Comment: General: In general, commenters supported eligible uses to address
health disparities and support health equity; several commenters highlighted the disparities
faced by communities of color and low-income populations, as well as the importance of
community engagement in developing effective programs to serve disproportionately impacted
communities. Many commenters recommended additional enumerated eligible uses to address
health disparities; these are discussed further below in this section.

Treasury Response: In line with commenters’ recommendations, the final rule maintains
several enumerated eligible uses to address health disparities, specifically:

a. Community health workers.

Treasury received few comments on community health workers, though one requested further
clarification on their role.’®” Treasury is maintaining this eligible use in the final rule.

b. Remediation of lead paint or other lead hazards. The interim final rule
included remediation of lead paint or other lead hazards as an enumerated
eligible use to address health disparities.

Public Comment: Treasury received several comments asking for clarification on the
eligibility of a particular use that would indirectly address lead pollution. For example, a
commenter requested the ability to fund remedial actions, such as filtration and plumbing
procedures to help address lead pollution. One commenter requested that private wells be
eligible for funding to address contamination with substances such as lead. Other commenters
requested that Treasury allow replacement of lead pipes as an eligible use of funds.

Treasury Response: Recipients may make a broad range of water infrastructure investments
under section 602(c)(1)(d) and 603(c)(1)(d), which can include lead service line replacement and
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other activities to identify and remediate lead in water. These uses are discussed in greater
detail in section Water and Sewer Infrastructure of this Supplemental Information.

Treasury has further determined that several of the services identified by commenters are
appropriate responses to address health disparities in disproportionately impacted households.
These services were eligible under the interim final rule and continue to be so under the final
rule. These services include remediation to address lead-based public health risk factors,
outside of lead in water, including evaluation and remediation of lead paint, dust, or soil
hazards; testing for blood lead levels; public outreach and education; and emergency
protection measures, like bottled water and water filters, in areas with an action level
exceedance for lead in water in accordance with the Environmental Protection Agency’s Lead
and Copper Rule.188

Further, Treasury had determined that certain capital expenditures, including improvements to
existing facilities to remediate lead contaminants (e.g., removal of lead paint), are eligible
responses, although this does not include construction of new facilities for the purpose of lead
remediation. Recipients should make sure that all capital expenditures adhere to the standards
and presumptions detailed in section Capital Expenditures in General Provisions: Other.

c. Medical facilities. Treasury received a few comments from recipients seeking
to use SLFRF funds to build new medical facilities, such as hospitals or public
health clinics, to serve disproportionately impacted communities. Given the
central role of access to high-quality medical care in reducing health disparities
and addressing the root causes that led to disproportionate impact COVID-19
health impacts in certain communities, the final rule recognizes that medical
equipment and facilities designed to address disparities in public health
outcomes are eligible capital expenditures. This includes primary care clinics,
hospitals, or integrations of health services into other settings. Recipients should
make sure that all capital expenditures adhere to the standards and
presumptions detailed in section Capital Expenditures in General Provisions:
Other.

2. Housing vouchers and assistance relocating. In addition to other housing services,
the interim final rule permitted a variety of rental assistance approaches to support low-
income households in securing stable, long-term housing, including 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. Examples could include SLFRF-funded analogues to Section 8 Housing Choice
vouchers; other kinds of rent subsidies, including shallow subsidies; and programs to
help residents move to areas with higher levels of economic mobility.'8° Treasury did
not receive public comments on these enumerated eligible uses.
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Treasury Response: Treasury maintains the eligibility of vouchers and relocation assistance
in the final rule.

2. Building strong, healthy communities through investments in neighborhoods. While
the interim final rule included a category of enumerated eligible uses for “building
stronger communities through investments in housing and neighborhoods,” the
examples of services provided generally focused on housing uses. In response to
questions following release of the interim final rule, Treasury issued further guidance
clarifying that “investments in parks, public plazas, and other public outdoor recreation
spaces may be responsive to the needs of disproportionately impacted communities by
promoting healthier living environments.”

Public Comment: General: A significant theme across many public comments was the
importance of neighborhood environment to health and economic outcomes and the potential
connections between residence in an underserved neighborhood and disproportionate impacts
from the pandemic. Many commenters highlighted the connection between neighborhoods
and health outcomes, including citing public health research linking neighborhood traits to
health outcomes. For example, the CDC states that ‘““neighborhoods people live in have a major
impact on their health and well-being.” 190 As such, CDC identifies ““neighborhoods and built
environment” as one of five key social determinants of health 191 and includes “creat[ing]
neighborhoods and environments that promote health and safety” as one of the agency’s goals
for social determinants of health outcomes.

a. Neighborhood features that promote improved health and safety outcomes.

Public Comment: Commenters argued that neighborhoods impact physical health outcomes
in several ways. First, some commenters reasoned that the physical environment and amenities
in a community 192 influence a person’s level of physical activity, with features like parks,
recreation facilities, and safe sidewalks promoting increased physical activity that improves
health outcomes. Conversely, commenters argued that a lack of these featuresin a
neighborhood could dampen physical activity and contribute to health conditions like obesity
that are risk factors for more severe COVID-19 health outcomes.

Second, some commenters also suggested that access to healthy food in a neighborhood
impacts health outcomes. These commenters reasoned that lacking adequate access to
affordable, healthy food or living in a “food desert” may contribute to disparities in diet that
influence health outcomes, including contributing to preexisting conditions that increased risk
for severe COVID—19 outcomes. These commenters cited public health research finding ““clear
evidence for disparities in food access in the United States by income and race.” 1%

Some commenters also suggested that neighborhood environment is connected to other public
health outcomes, like mental health and public safety. For example, some research suggests
that living in neighborhoods with green space and tree cover correlates with improved mental
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health outcomes.'¥ Finally, some commenters argued that activities like installing streetlights,
greening or cleanup of public spaces or land, and other efforts to revitalize public spaces would
support improved public safety.19>1%

These commenters recommended that Treasury include as an enumerated eligible use in
disproportionately impacted communities projects to develop neighborhood features that
promote improved health and safety outcomes, such as parks, green spaces, recreational
facilities, sidewalks, pedestrian safety features like crosswalks, projects that increase access to
healthy foods, streetlights, neighborhood cleanup, and other projects to revitalize public
spaces.

Background: Investments in neighborhood features, including parks, recreation facilities,
sidewalks, and healthy food access, can work to improve physical and mental health outcomes.
Allowing people access to nature, including parks, has been connected to decreased levels of
mortality and illness and increased well-being.'®” Urban park use during the COVID-19
pandemic may have declined among lower-income individuals.'®® Encouraging physical activity
can also play a role in health outcomes, as a sedentary lifestyle is a risk factor for chronic
diseases and more severe COVID-19 outcomes.*®® Parks, recreation facilities, and sidewalks can
promote healthier living environments by allowing for safe and socially distanced recreation
during the COVID- 19 pandemic.

Additionally, food insecurity rates, which are higher among lower-income households and
households of color, doubled among all households and tripled among households with
children during the onset of COVID-19 from February 2020 to May 2020.2°° Improving healthy
food access supports public health, particularly among lowerincome households and
households of color that face disproportionate outcomes.

Treasury Response: Treasury recognizes the connection between neighborhood built
environment and physical health outcomes as discussed in the research and analysis provided
by commenters, including risk factors that may have contributed to disproportionate COVID-19
health impacts in low-income communities. The final rule also recognizes that the public health
impacts of the pandemic are broader than just the COVID-19 disease itself and include
substantial impacts on mental health and public safety challenges like rates of violent crime,
which are correlated with a neighborhood’s built environment and features. As such,
neighborhood features that promote improved health and safety outcomes respond to the
preexisting disparities that contributed to COVID-19’s disproportionate impacts on low-income
communities.

The final rule includes enumerated eligible uses in disproportionately impacted communities
for developing neighborhood features that promote improved health and safety outcomes,
such as parks, green spaces, recreational facilities, sidewalks, pedestrian safety features like
crosswalks,?%! projects that increase access to healthy foods, streetlights, neighborhood
cleanup, and other projects to revitalize public spaces. Recipients seeking to use funds for
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capital expenditures should refer to the section Capital Expenditures in General Provisions:
Other, which describes additional eligibility standards that apply to uses of funds for capital
expenditures.

¢. Vacant or abandoned properties.
As discussed above, the interim final rule included enumerated eligible uses
for building stronger communities through investments in housing and
neighborhoods in disproportionately impacted communities. The interim
final rule also posed a question of whether other potential uses in this
category, specifically “rehabilitation of blighted properties or demolition of
abandoned or vacant properties,” address the public health or economic
impacts of the pandemic.

Public Comment: Several commenters argued that programs or services to address vacant or
abandoned property would respond to the public health and negative economic impacts of the
pandemic in disproportionately impacted communities. Some commenters cited research
suggesting that living near such property is correlated with worse physical health and mental
health outcomes, noted that such properties pose an environmental hazard, or argued that
such properties present a barrier to economic recovery. These commenters suggested that
renovation or demolition of vacant or abandoned property could benefit community health and
raise property values. Other commenters recommended that Treasury include an enumerated
eligible use for the operation of land banks that redevelop or renew vacant properties and land.

Treasury Response: As noted throughout the final rule, the pandemic underscored the
importance of safe, affordable housing and healthy neighborhood environments to public
health and economic outcomes. Treasury agrees with commenters that high rates of vacant or
abandoned properties in a neighborhood may exacerbate public health disparities, for example
through environmental contaminants that contribute to poor health outcomes or by
contributing to higher rates of crime. As such, certain services for vacant or abandoned
properties are eligible to address the public health and negative economic impacts of the
pandemic on disproportionately impacted households or communities. Eligible activities
include:

¢ Rehabilitation, renovation, maintenance, or costs to secure vacant or abandoned
properties to reduce their negative impact

e Costs associated with acquiring and securing legal title of vacant or abandoned
properties and other costs to position the property for current or future productive use

* Removal and remediation of environmental contaminants or hazards from vacant or
abandoned properties, when conducted in compliance with applicable environmental
laws or regulations
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* Demolition or deconstruction of vacant or abandoned buildings (including residential,
commercial, or industrial buildings) paired with greening or other lot improvement as
part of a strategy for neighborhood revitalization

* Greening or cleanup of vacant lots, as well as other efforts to make vacant lots safer
for the surrounding community

e Conversion of vacant or abandoned properties to affordable housing

e Inspection fees and other administrative costs incurred to ensure compliance with
applicable environmental laws and regulations for demolition, greening, or other
remediation activities

Vacant or abandoned properties are generally those that have been unoccupied for an
extended period of time or have no active owner.?%2 Such properties may be in significant
disrepair (e.g., major structural defects; lack of weather tight conditions; or lack of useable
plumbing, kitchen facilities, electricity, or heating infrastructure (not to include utilities
currently out of service or disconnected but able to be reconnected and used)), or may be
declared unfit for inhabitants by a government authority.

As noted above, demolition and greening (or other structure or lot remediation) of vacant or
abandoned properties, including residential, commercial, or industrial buildings, is an eligible
use of funds. Treasury encourages recipients to undertake these activities as part of a strategy
for neighborhood revitalization and to consider how the cleared property will be used to
benefit the disproportionately impacted community. Activities under this eligible use should
benefit current residents and businesses, who experienced the pandemic’s impact on the
community.

Treasury encourages recipients to be aware of potential impacts of demolition of vacant or
abandoned residential properties. Demolition activities that exacerbate the pandemic’s impact
on housing insecurity or lack of affordable housing are not eligible uses of funds. This risk is
generally more acute in jurisdictions with low or reasonable vacancy rates and less acute in
jurisdictions with high or hypervacancy.?%

Treasury presumes that demolition of vacant or abandoned residential properties that results in
a net reduction in occupiable housing units for low- and moderate-income individuals in an area
where the availability of such housing is lower than the need for such housing would
exacerbate the impacts of the pandemic on disproportionately impacted communities and that
use of SLFRF funds for such activities would therefore be ineligible. This includes activities that
convert occupiable housing units for low- and moderateincome individuals into housing units
unaffordable to current residents in the community. Recipients may assess whether units are
“occupiable” and what the housing need is for a given area taking into account vacancy rates
(as described above), local housing market conditions (including conditions for different types
of housing like multifamily or single-family), and applicable law and housing codes as to what
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units are occupiable. Recipients should also take all reasonable steps to minimize the
displacement of persons due to activities under this eligible use category, especially the
displacement of low-income households or longtime residents.

Recipients engaging in these activities and other construction activities with SLFRF funds should
be mindful of the provisions of the Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970, as amended, 42 U.S.C. 4601, and the Department of Transportation’s
implementing regulations, 49 CFR part 24, that apply to projects funded with federal financial
assistance, such as SLFRF funds. Recipients should also be aware of federal, state, and local laws
and regulations, outside of SLFRF program requirements, that apply to this activity. Recipients
must comply with the applicable requirements of the Uniform Guidance regarding
procurement, contracting, and conflicts of interest and must follow the applicable laws and
regulations in their jurisdictions. Recipients must also comply with all federal, state, and local
public health and environmental laws or regulations that apply to activities under this eligible
use category,?%* for example, requirements around the handling and disposal of
asbestoscontaining materials, lead paint, and other harmful materials may apply, as well as
environmental standards for any backfill materials used at demolition sites. Treasury
encourages recipients to consult and apply best practices from the Environmental Protection
Agency as well.

Recipients must evaluate each subrecipient’s risk of noncompliance with federal statutes,
regulations, and the terms and conditions of the subaward related to safely and properly
conducting activities under this eligible use. This may include checking for any past violations
recorded by state or local environmental, workplace safety, licensing, and procurement
agencies, as well as regular reviews for suspensions, debarments, or stop work orders.
Recipients must establish rigorous oversight and internal controls processes to monitor
compliance with any applicable requirements, including compliance by subrecipients.

4. Addressing educational disparities.

The interim final rule included an enumerated eligible use for addressing educational disparities
in disproportionately impacted communities and outlined some enumerated eligible services
under this use. These enumerated uses included early learning services, assistance to high-
poverty school districts to advance equitable funding across districts and geographies, and
educational and evidence-based services to address the academic, social, emotional, and
mental health needs of students. Addressing the many dimensions of resource equity—
including equitable and adequate school funding; access to a well-rounded education; well-
prepared, effective, and diverse educators and staff; and integrated support services—can also
begin to mitigate the impact of COVID—- 19 on schools and students and can close long-standing
gaps in educational opportunity. As discussed above, in the final rule, early learning services
and addressing the impacts of lost instructional time for K—=12 students are enumerated eligible
uses for impacted communities, not just disproportionately impacted communities.
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Public Comment: Treasury received some comments in this category. Generally, commenters
expressed agreement with the elements of the interim final rule regarding use of funds for
addressing educational disparities. Some commenters had questions about whether a few
specific uses of funds qualified under this category. For example, commenters inquired about
whether the funds could be used for behavioral health in a school setting or cultural language
classes.

Treasury Response: Treasury is maintaining these enumerated eligible uses in the final rule,
which are now organized under the heading of “‘services to address educational disparities.”
Treasury reiterates that these uses include addressing educational disparities exacerbated by
COVID-19, including but not limited to: increasing resources for high-poverty school districts,
educational services like tutoring or afterschool programs, summer education and enrichment
programs, and supports for students’ social, emotional, and mental health needs. This also
includes responses aimed at addressing the many dimensions of resource equity— including
equitable and adequate school funding; access to a well-rounded education; well-prepared,
effective, and diverse educators and staff; and integrated support services—in order to close
long-standing gaps in educational opportunity.

Further, Treasury is clarifying that improvements or new construction of schools and other
educational facilities or equipment are eligible capital expenditures for disproportionately
impacted communities. Recipients seeking to use funds for capital expenditures should refer to
the section Capital Expenditures in General Provisions: Other for additional eligibility standards
that apply to uses of funds for capital expenditures.

Treasury notes that services to promote healthy childhood environments, including childcare,
early learning services, and home visiting programs that serve infants and toddlers, is a
separate category of enumerated eligible uses for households impacted by the pandemic (see
eligible uses for ““‘promoting healthy childhood environments”). Similarly, education services to
address the impact of lost instructional time during the pandemic are a separate eligible use
category for households impacted by the pandemic; when providing these services, recipients
may presume that any K—12 student who lost access to in-person instruction for a significant
period of time has been impacted by the pandemic and is thus eligible for responsive services
(see eligible uses for “addressing the impact of lost instructional time”’).

Proposed Additional Enumerated Eligible Uses Not Incorporated
The interim final rule posed a question on what other types of services or costs Treasury should
consider as eligible uses to respond to the disproportionate public health or negative economic
impacts of COVID- 19 on low-income populations and communities.

In response, commenters proposed a wide variety of additional recommended enumerated
eligible uses to assist disproportionately impacted households, ranging from general categories
of services (e.g., long-term investments to remediate long-term disparities) to highly specific
examples of services (e.g., a specific type of healthcare equipment). As discussed above,
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Treasury is including several additional categories of enumerated eligible uses in the final rule in
response to public comments.

Given the large number and diversity of SLFRF recipients, Treasury’s approach to assistance to
households in disproportionately impacted communities in the final rule aims to provide
enumerated eligible uses that respond to disproportionate impacts of the pandemic
experienced widely in many jurisdictions across the country and are intended to simplify and
clarify these enumerated eligible uses. At the same time, Treasury recognizes that the impacts
of the pandemic vary over time, by jurisdiction, and by population; as such, the final rule
provides flexibility for recipients to identify additional disproportionate impacts to additional
households or classes of households and pursue programs and services that respond to those
disproportionate impacts.

In the final rule, Treasury has not chosen to include as enumerated uses all uses proposed by
commenters; given the significant range, and in some cases highly specific nature, of the
proposed uses Treasury was not able to assess that the proposed uses would respond to
disproportionate impacts experienced in many jurisdictions across the country, supporting an
enumerated eligible use available to all recipients presumptively. However, the final rule
continues to provide a framework to allow recipients to identify and respond to additional
disproportionate impacts (for details, see section General Provisions: Structure and Standards).
Some types of proposed additional enumerated eligible uses for assistance to households in
disproportionately impacted communities were recommended by several commenters:

e Capital expenditures. Many commenters recommended that capital expenditures on
many different types of public and private facilities be enumerated eligible uses. For
clarity, Treasury has addressed all comments on the eligibility of capital expenditures on
property, facilities, or equipment in one section (see section Capital Expenditures in
General Provisions: Other).

e Equity funds. Several commenters recommended that Treasury permit SLFRF funds to
be deposited into an equity fund to support long-term racial and economic equity
investments. The eligibility of such use would depend on the specific structure and uses
of funds. Under the statute, SLFRF funds can only support costs incurred until December
31, 2024, see section Timeline for Use of SLFRF Funds in Program Administration
Provisions. Further, recipients may calculate the cost incurred with respect to
investments in revolving loan funds based on the methodology described in section
Treatment of Loans in Program Administration Provisions. Projects funded by a
revolving loan fund using SLFRF funds would also need to be eligible uses of SLFRF
funds.

e Environmental quality and climate resilience. Several commenters recommended
eligible uses to enhance environmental quality, remediate pollution, promote recycling
or composting, or increase energy efficiency or electrical grid resilience. Whether these
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projects respond to the disproportionate impacts of the pandemic on certain
communities would depend on the specific issue they address and its nexus to the
public health and economic impacts of the pandemic.

Assistance to Small Businesses

Background

The pandemic has severely impacted many businesses, with small businesses hit especially
hard. Small businesses make up nearly half of U.S. privatesector employment 2°> and play a key
role in supporting the overall economic recovery as they are responsible for twothirds of net
new jobs.2% Since the beginning of the pandemic, however, 400,000 small businesses have
closed, with many more at risk.2%’ Sectors with a large share of small business employment
have been among those with the most drastic drops in employment.2%® The negative outlook
for small businesses has continued: As of November 2021, approximately 66 percent of small
businesses reported that the pandemic has had a moderate or large negative effect on their
business, and over a third expect that it will take over 6 months for their business to return to
their normal level of operations.2%

This negative outlook is likely the result of many small businesses having faced periods of
closure and having seen declining revenues as customers stayed home.2?! In general, small
businesses can face greater hurdles in accessing credit,?!* and many small businesses were
already financially fragile at the outset of the pandemic.?!?

While businesses everywhere faced significant challenges during the pandemic, minority-
owned and very small businesses have faced additional obstacles. Between February and April
2020, the number of actively selfemployed Black business owners decreased by 41 percent.?!3
During that same time period, Asian and Latino business owners decreased by 26 and 32
percent, respectively, compared to a 17 percent decrease in white business owners.?'* Female
business owners also saw significant impacts, with businesses owned by women falling by 25
percent.?®

Many of the disparities in how minority business owners experienced the pandemic are rooted
in systemic issues present even before the pandemic. For example, before the economic
downturn, only 12 percent of Black-owned businesses and 19 percent of Hispanic-owned
businesses had annual earnings of over $1 million compared to 31 percent of white-owned
businesses.?!® Minority-owned businesses were also overrepresented in industries hit hardest
by the economic downturn (e.g., services, transportation and warehousing, healthcare and
social assistance, administrative and support and waste management, and accommodation and
food services).?'” Approximately 22 percent of all minority-owned business fell into the hardest
hit industries compared to 13 percent of nonminority-owned businesses.?!®

Although disparities in annual revenue are not a direct indication of a business’s ability to
weather an economic downturn, they do highlight other disparities that make it more
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challenging for these businesses to survive the effects of the pandemic. Black-owned startups,
for example, face larger challenges in raising capital, including securing business loans.?%°

Summary of the Interim Final Rule and Final Rule Structure

Summary of Interim Final Rule: As discussed above, small businesses 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. Under Sections
602(c)(1)(A) and 603(c)(1)(A), recipients may ‘“‘respond to the public health emergency or its
negative economic impacts,” by, among other things, providing “assistance to . . . small
businesses.” Accordingly, the interim final rule allowed recipients to provide assistance to small
businesses to address the negative economic impacts faced by those businesses. A “small
business” is defined as a business concern or other organization that:

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

(2) Is a small business concern as defined in section 3 of the Small Business Act (15
U.S.C. 632).

Specifically, the interim final rule provided that recipients 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;

e Loans, grants, or in-kind assistance to implement COVID-19 prevention or mitigation
tactics; and

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

The interim final rule further provided that 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
underserved communities. The interim final rule also indicated that recipients should consider
local economic conditions and business data when establishing such criteria. Finally, the interim
final rule posed a question on whether there are other services or costs that Treasury should
consider as eligible uses to respond to the disproportionate impacts of COVID-19 on low-
income populations and communities.
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Final Rule Structure: Consistent with the interim final rule approach, the final rule provides a
non-exhaustive list of enumerated eligible uses for assistance to small businesses that are
impacted or disproportionately impacted by the pandemic. Further, within Assistance to Small
Business, a recipient may also identify a negative economic impact experienced by small
businesses and design and implement a response to that negative economic impact, beyond
the uses specifically enumerated in the final rule, according to the standard described in the
section Standards: Identifying a Negative Economic Impact. A recipient may also identify small
businesses that have been disproportionately impacted by the public health emergency and
design and implement a program that responds to the source of that disproportionate impact.

Consistent with other eligible use categories to respond to the public health and economic
impacts of the pandemic, recipients may identify and serve small businesses that experienced a
negative economic impact or disproportionate impact due to the pandemic, as described in the
section Standards for Identifying Other Eligible Populations. For example, to identify impacted
small businesses, a recipient may consider whether the small businesses faced challenges in
covering payroll, mortgage or rent, or other operating costs as a result of the public health
emergency and measures taken to contain the spread of the virus. In order to ease
administrative burden, the final rule presumes that small businesses operating in QCTs, small
businesses operated by Tribal governments or on Tribal Lands, and small businesses operating
in the U.S. territories were disproportionately impacted by the pandemic.

Reorganizations and CrossReferences: As detailed above, Treasury has re-categorized some
uses of funds in the final rule to provide greater clarity. For discussion of assistance to small
businesses and impacted industries to implement COVID-19 mitigation and prevention
strategies, see section COVID-19 Mitigation and Prevention in Public Health.

Small Businesses Eligible for Assistance

Public Comment: Treasury received many comments about the general benefits or
drawbacks of use of SLFRF funds to provide assistance to small businesses. Some commenters
suggested that SLFRF funds should be available to assist all small businesses, rather than only
businesses that experienced direct negative economic impacts due to the public health
emergency. Other commenters argued that aid to small businesses should be narrowed in the
final rule, asserting that SLFRF funds should instead focus on assistance to households or
building public sector capacity.

Treasury also received comments requesting clarification of the types of small businesses
eligible for assistance. For example, some commenters requested clarification about whether
microbusinesses were included in the definition of small business. Comments also suggested
that self-employed individuals and Tribal enterprises be classified as small businesses,
respectively. Commenters argued that these types of small businesses are more common
among low-income and minority businessowners and serve as important institutions in
underserved communities.
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Finally, some commenters suggested that Treasury permit broader enumerated eligible uses to
assist small businesses in disproportionately impacted communities and generally strengthen
economic growth in these communities. These commenters recommended that Treasury
presume small businesses operating in QCTs are disproportionately impacted and eligible for
broader enumerated uses.

Treasury Response: As discussed in the section Designating a Negative Economic Impact, in
the final rule, recipients must identify an economic harm caused or exacerbated by the
pandemic on a small business or class of small businesses to provide services that respond.

As discussed above, programs or services in this category must respond to a harm experienced
by a small business or class of small businesses as a result of the public health emergency. To
identify impacted small businesses and necessary response measures, recipients may consider
impacts such as lost revenue or increased costs, challenges covering payroll, rent or mortgage,
or other operating costs, the capacity of a small business to weather financial hardships, and
general financial insecurity resulting from the public health emergency.

Recognizing the difficulties faced by small businesses in certain communities, the final rule
presumes that small businesses operating in QCTs, small businesses operated by Tribal
governments or on Tribal Lands, and small businesses operating in the U.S. territories were
disproportionately impacted by the pandemic. This presumption parallels the final rule’s
approach to assistance to households, reflecting the more severe pandemic impacts in
underserved communities and creating a parallel structure across different categories of
eligible uses to make the structure simpler for recipients to understand and navigate.

Treasury notes that recipients may also designate a class of small businesses that experienced a
negative economic impact or disproportionate negative economic impact (e.g.,
microbusinesses, small businesses in certain economic sectors), design an intervention to fit the
impact, and document that the individual entity is a member of the class. Additional
information about this framework is included in the section General Provisions: Structure and
Standards.

Further, Treasury is maintaining the interim final rule definition of ““small business,” which used
the Small Business Administration’s (SBA) definition of fewer than 500 employees, or per the
standard for that industry, as defined by SBA. This definition includes businesses with very few
employees, self-employed individuals, and Tribally owned businesses.220 Finally, Treasury
notes that recipients may award SLFRF funds to many different types of organizations, including
small businesses, to function as a subrecipient in carrying out eligible uses of funds on behalf of
a recipient government. In this case, a small business need not have experienced a negative
economic impact in order to serve as a subrecipient. See section Distinguishing Subrecipients
versus Beneficiaries for more detailed discussion of interactions with subrecipients, in contrast
to beneficiaries of assistance.
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Enumerated Eligible Uses for Assistance to Small Businesses

Public Comment: Treasury received comments requesting clarification of the types of
assistance available to small businesses. For example, one commenter suggested that outdoor
dining be an eligible use for SLFRF funds as assistance to small businesses. Other commenters
asked for clarification about how SLFRF funds could be used to support new businesses and
start-ups.

Several commenters requested clarification of whether and how recipients may provide
services to business districts or downtown areas, particularly those that exist in whole or in part
within a QCT, and requested reduced documentation of the specific negative economic impact
for the businesses operating within those areas. These commenters argued in favor of allowing
redevelopment or other support, including capital investments, in business districts that were
negatively impacted by COVID—19. Several commenters also argued that funds should be
available to support and grow microbusinesses, or businesses with five or fewer employees,
which are more likely to be owned by women and people of color.

Treasury Response: In the final rule, Treasury is maintaining and clarifying the enumerated
eligible uses of funds for assistance to small businesses that are impacted or disproportionately
impacted by the pandemic.

Impacted small businesses.

Specifically, Treasury is maintaining enumerated eligible uses from the interim final rule for
assistance to impacted small businesses. These include but are not limited to:

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 (see section Public Health for details on these eligible uses); and

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

Treasury acknowledges a range of potential circumstances in which assisting small businesses
could be responsive to the negative economic impacts of COVID-19, including for small
businesses startups and microbusinesses and individuals seeking to start small or
microbusinesses. For example:

* As noted above, a recipient could assist small business startups or microbusinesses
with additional costs associated with COVID—19 mitigation tactics; see section Public
Health for details on these eligible uses.
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e A recipient could identify and respond to a negative economic impact of COVID-19 on
new small business startups or microbusinesses; for example, if small business startups
or microbusinesses in a locality faced greater difficulty accessing credit than prior to the
pandemic or faced increased costs to starting the business due to the pandemic or if
particular small businesses or microbusinesses had lost expected startup capital due to
the pandemic.

e The interim final rule also discussed, and the final rule maintains, eligible uses that
provide support for individuals who have experienced a negative economic impact from
the COVID-19 public health emergency, including uses that provide job training for
unemployed individuals. These initiatives also may support small business start-ups,
microbusinesses, and individuals seeking to start small or microbusinesses.

Disproportionately impacted small businesses. Additionally, Treasury agrees with commenters
that disproportionately impacted small businesses may benefit from additional assistance to
address the sources of that disparate impact.

As such, the final rule provides a broader set of enumerated eligible uses for disproportionately
impacted small businesses and/or small businesses in disproportionately impacted business
districts. Recipients may use SLFRF funds to assist these businesses with certain capital
investments, such as rehabilitation of commercial properties, storefront improvements, and
facade improvements. Recipients may also provide disproportionately impacted
microbusinesses additional support to operate the business, including financial, childcare, and
transportation supports.

Recipients could also provide technical assistance, business incubators, and grants for start-ups
or expansion costs for disproportionately impacted small businesses. Note that some of these
types of assistance are similar to those eligible to respond to small businesses that experienced
a negative economic impact (“impacted” small businesses). However, because the final rule
presumes that some small businesses were disproportionately impacted, these enumerated
eligible uses can be provided to those businesses without any specific assessment of whether
they individually experienced negative economic impacts or disproportionate impacts due to
the pandemic.

Cross-References: Recipients providing assistance to small businesses for capital expenditures
(i.e., expenditures on property, facilities, or equipment) should also review the section Capital
Expenditures in General Provisions: Other, which describes eligibility standards that apply to
capital expenditures. Recipients should also note that services to address vacant or abandoned
commercial or industrial properties are addressed in section Vacant or Abandoned Properties in
Assistance to Households.
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Loans to Small Businesses

Public Comment: Treasury received many comments requesting clarification on using SLFRF
funds to establish funds that provide loans to small businesses. For example, commenters
sought clarification of how eligible use requirements and applicable dates for SLFRF funds
would apply to third party organizations (like economic development organizations) who
receive SLFRF funds in order to establish a loan fund. In addition, commenters requested
clarification on what requirements apply to loan programs with available funds remaining after
December 31, 2024.

Treasury Response: SLFRF funds may be used to make loans, including to small businesses,
provided that the loan is an eligible use, and the cost of the loan is tracked and reported in
accordance with Treasury’s Compliance and Reporting Guidance. Funds that are unobligated
after December 31, 2024 must be returned to Treasury. See section Treatment of Loans for
more information about using SLFRF funds for loan programs.

Assistance to Nonprofits

Background: Nonprofits have faced significant challenges because of the pandemic, including
increased demand for services and changing operational needs.??! Prior to the pandemic, the
median U.S. nonprofit reported that it had six months of cash on hand.?2? This varied by sector,
however, with some sectors like disaster relief organizations reporting a median of 17 months
cash on hand, and others, like mental health and crisis intervention organizations reporting only
three months.??3 Evidence suggests that the pandemic has damaged the financial health of
nonprofits, with small nonprofits, which tend to rely more heavily on donations than large
nonprofits, reporting relatively larger declines in donations — 42 percent versus 29 percent,
respectively.??* Among nonprofits that collect fees for services, the median revenue amount
collected from such fees fell by 30 percent from 2019 to 2020, with arts organization
experiencing a 50 percent decline.??> Nonprofits also experienced significant job losses. While
employment in the nonprofit sector has recovered from its low point in 2020, as of November
2021, the sector remained 485,000 jobs below its pre-pandemic level.2%¢ In addition, some
nonprofits may have experienced declines in volunteer staffing during the pandemic.??’

At the same time, nonprofits provide a host of services for their communities, including helping
Americans weather the multitude of challenges presented by the pandemic. The ARPA and the
interim final rule recognized this dichotomy—nonprofits as entities that have themselves been
negatively impacted by the pandemic and as entities that provide services that respond to the
public health and negative economic impacts of the pandemic on households and others —by
creating two roles for nonprofits.

First, under Sections 602(c)(1)(A) and 603(c)(1)(A), recipients may “respond to the public health
emergency or its negative economic impacts,” by, among other activities, providing “assistance
to ... nonprofits.” The interim final rule defined assistance to nonprofits to include “loans,
grants, in-kind assistance, technical assistance or other services, that responds to the negative
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economic impacts of the COVID-19 public health emergency,” and ““nonprofit” to mean a tax-
exempt organization under Section 501(c)(3) of the U.S. Internal Revenue Code.??®

Second, as discussed above, ARPA and the interim final rule provided that nonprofit
organizations may also receive funds as subrecipients of a recipient government (i.e., a
government that received SLFRF funds); subrecipients carry out an eligible use of SLFRF funds
on behalf of a recipient government (e.g., a recipient government that would like to provide
food assistance to impacted households may grant funds to a nonprofit organization to carry
out that eligible use). Recipients generally have wide latitude to award funds to many types of
organizations, including nonprofit or for-profit organizations, as subrecipients to carry out
eligible uses of funds on their behalf. For further information on distinguishing between
beneficiaries and subrecipients, as well as the impacts of the distinction on reporting and other
requirements, see section Transfers of Funds and section Distinguishing Subrecipients versus
Beneficiaries under the Public Health and Negative Economic Impacts eligible use category.??

Reorganization and Cross-References: Under the interim final rule, assistance to
disproportionately impacted communities was a separate, standalone category. The final rule
reorganizes the disproportionate impact analysis within the sections Assistance to Households,
Assistance to Small Business, and Assistance to Nonprofits to better articulate how recipients
can serve disproportionately impacted beneficiaries in each of those categories.

As detailed above in the Public Health subsection, in response to public comments describing
uncertainty on which eligible use category should be used to assess different potential uses of
funds, Treasury has re-categorized some uses of funds in the final rule to provide greater
clarity. For discussion of assistance to nonprofits to implement COVID-19 mitigation and
prevention strategies, see section COVID-19 Mitigation and Prevention in Public Health.

Recipients providing assistance via nonprofits involving capital expenditures (i.e., expenditures
on property, facilities, or equipment) should also review the section Capital Expenditures in
General Provisions: Other, which describes eligibility standards for these expenditures.
Recipients providing assistances in the form of loans should review the section Treatment of
Loans.

Public Comment: Eligible Assistance to Impacted and Disproportionately Impacted

Nonprofits: A few commenters asked Treasury to be more explicit in the final rule that
recipients may use funds to provide relief directly to nonprofit organizations and to explain how
nonprofits might qualify themselves for assistance and what expenses SLFRF funds may be used
to cover.230 Commenters requested that Treasury note that the pandemic is leading to a
changing financial landscape for nonprofits.

Treasury Response: Eligible Assistance to Impacted and Disproportionately

Impacted Nonprofits: The interim final rule provided for, and the final rule maintains, the
ability for recipients to provide direct assistance to nonprofits that experienced public health or
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negative economic impacts of the pandemic. Specifically, recipients may provide direct
assistance to nonprofits if the nonprofit has experienced a public health or negative economic
impact as a result of the pandemic. For example, if a nonprofit organization experienced
impacts like decreased revenues or increased costs (e.g., through reduced contributions or
uncompensated increases in service need), and a recipient provides funds to address that
impact, then it is providing direct assistance to the nonprofit as a beneficiary under Subsection
(c)(1) of Sections 602 and 603. Direct assistance may take the form of loans, grants, inkind
assistance, technical assistance, or other services that respond to the negative economic
impacts of the COVID-19 public health emergency.

A recipient may identify a negative economic impact experienced by a nonprofit, or class of
nonprofits, and design and implement a response to that negative economic impact, see
section Standards: Designating a Negative Economic Impact. The final rule provides a non-
exhaustive list of enumerated eligible uses for assistance to nonprofits that are impacted or
disproportionately impacted by the pandemic. A recipient may also identify a class of
nonprofits that have been disproportionately impacted by the public health emergency and
design and implement a program that responds to the source of that disproportionate impact.
For example, a recipient may determine that nonprofits offering afterschool programs within its
jurisdiction were disproportionately impacted by the pandemic due to the previous inperson,
indoors nature of the work and the nonprofits’ reliance on fees received for services (e.g.,
attendance fees). The recipient might then design an intervention to assist those nonprofits in
adapting their programming (e.g., to outdoor or online venues), their revenue structure (e.g.,
adapting the fee for service structure or developing expertise in digital donation campaigns), or
both. Additional information about this framework is included in General Provisions: Structure
and Standards. In order to ease administrative burden, the final rule presumes that nonprofits
operating in QCTs, operated by Tribal governments or on Tribal Lands, or operating in the U.S.
territories were disproportionately impacted by the pandemic.

To summarize, a recipient may determine that certain nonprofits were impacted by the
pandemic or were disproportionately impacted by the pandemic and provide responsive
services.

Public Comment: Beneficiaries and Subrecipients: As noted elsewhere in this final rule,
Treasury received multiple comments expressing uncertainty on how to categorize a particular
activity in the eligible use categories. For instance, some commenters requested that recipients
be able to use SLFRF funds for certain expenses incurred by nonprofits (e.g., unemployment
charges) as a response to a public health or negative economic impact to that nonprofit; others
asked if nonprofits providing certain services (e.g., social services) made them eligible for direct
assistance. Commenters also requested that Treasury acknowledge that engagement directly
with nonprofit organizations in low-income communities and communities of color may allow
the recipient to better assess economic harms in these areas.
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Treasury Response: Beneficiaries and Subrecipients: Treasury recognizes that many
nonprofits play important roles in their communities, and some may have experienced public
health or negative economic impacts during the pandemic. As such, under the interim final rule
and the final rule, nonprofits may be impacted by the pandemic and receive assistance as a
beneficiary, as described above, and/or be a subrecipient providing services on behalf of a
recipient.?3!

Specifically, the interim final rule also allowed for, and the final rule maintains, the ability for
the recipient to transfer, e.g., via grant or contract, funds to nonprofit entities to carry out an
eligible use on behalf of the recipient. Treasury notes that recipients may award SLFRF funds to
many different types of organizations to carry out eligible uses of funds and serve beneficiaries
on behalf of a recipient government (e.g., assisting in a vaccination campaign, operating a job
training program, developing affordable housing). When a recipient provides funds to an
organization to carry out eligible uses of funds and serve beneficiaries, the organization
becomes a subrecipient. In this case, a nonprofit need not have experienced a negative
economic impact in order to serve as a subrecipient.

In the context of SLFRF, nonprofits of all types may be subrecipients. Treasury is not restricting
the types of nonprofits that can operate as subrecipients, rather allowing recipients to decide
what form best meets the needs of their community. Therefore, a ““nonprofit” that is acting as
subrecipient could include, but is not limited to, a nonprofit as that term is defined in paragraph
(17) of section 401 of the McKinney-Vento Homeless Assistance.?3? See section Distinguishing
Subrecipients versus Beneficiaries for further information. Additional guidance on determining
subrecipient status may be found in the Uniform Guidance.?33

Recipients may transfer funds to subrecipients in several ways, including advance payments and
on a reimbursement basis. Ultimately, recipients must comply with the eligible use
requirements and any other applicable laws or requirements and are responsible for the
actions of their subrecipients or beneficiaries.

As part of accepting the Award Terms and Conditions for SLFRF, each recipient agreed to
maintain a conflictof-interest policy consistent with 2 CFR 200.318(c) that is applicable to all
activities funded with the SLFRF award. Pursuant to this requirement, decisions concerning
SLFRF funds must be free of undisclosed personal or organizational conflicts of interest, both in
fact and in appearance. Recipients may avoid conflicts of interest in providing assistance to
nonprofits or making subrecipient awards by, inter alia, making aid available to nonprofits on
generally applicable terms or utilizing a competitive grant process, respectively. A recipient may
not use control over SLFRF funds for their own private gain. Furthermore, no employee, officer,
or agent may participate in the selection, award, or administration of a contract supported by a
federal award if he or she has a real or apparent conflict of interest.

Public Comment: Definition of Nonprofit: Treasury also received several requests to
expand the definition of nonprofits so that other tax-exempt entities (e.g., 501(c)(7)s,
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501(c)(9)s, 501(c)(19)s, nonprofits with “historical significance’’) could be eligible for direct
assistance as beneficiaries.

Treasury Response: Definition of Nonprofit: The final rule expands the definition of
nonprofits to mean 501(c)(3) organizations and 501(c)(19) organizations.234 The 501(c)(3)
classification includes a wide range of organizations with varying charitable or public service-
oriented goals (e.g., housing, food assistance, job training). As discussed above, these nonprofit
organizations often experienced hardship due to increased needs for services combined with
decreased donations and other sources of funding. In response to comments, Treasury has
expanded the definition of nonprofit to include 501(c)(19) organizations, which includes
veterans’ organizations, to provide recipients more flexibility and in alignment with the
definition of nonprofit adopted by the CARES Act, wherein 501(c)(3)s and 501(c)(19)s were
eligible for assistance.?®®

Public Comment: Reporting Requirements: One commenter asked Treasury to clarify if
nonprofits that receive direct assistance as beneficiaries are required to comply with guidelines
and reporting requirements.

Treasury Response: Reporting Requirements: Nonprofits that receive direct assistance as
beneficiaries are not subrecipients under SLFRF and are therefore not required to comply with
SLFRF reporting requirements. However, the recipient must comply with SLFRF reporting
requirements, which would require reporting obligations and expenditures for assistance to
nonprofits. The recipient may also choose to establish other forms of reporting or
accountability as a part of the recipient’s direct assistance program.

A nonprofit entity that receives a transfer from a recipient is a subrecipient. Per the Uniform
Guidance, subrecipients must adhere to the same requirements as recipients. Therefore, a
nonprofit subrecipient may only receive funds to carry out an eligible use of SLFRF funds and
must comply with any reporting and compliance requirements. Note that recipients are
ultimately responsible for reporting information to Treasury and must collect any necessary
information from their subrecipients to complete required reporting.

Aid to Impacted Industries

The interim final rule allowed for “aid to tourism, travel, and hospitality, and other impacted
industries” that responds to the negative economic impacts of the COVID-19 public health
emergency. In designating other impacted industries, Treasury specified that recipients should
consider the ““extent of the economic impact as compared to tourism, travel, and hospitality”
and “whether impacts were due to the COVID-19 pandemic, as opposed to longer-term
economic or industrial trends unrelated to the pandemic.” 23¢ Treasury identified declines in
employment and revenue as possible metrics to compare the economic impact on a particular
industry relative to the tourism, travel, and hospitality industries.
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Treasury further provided that aid should be limited to businesses, attractions, business
districts, and Tribal development districts 237 that were operating prior to the pandemic and
affected by required closures and other efforts to contain the pandemic. Examples of eligible
aid include assistance to implement COVID—-19 mitigation and infection prevention measures,
aid to support safe reopening of businesses in these industries, as well as aid for a planned
expansion or upgrade of tourism, travel, and hospitality facilities delayed due to the pandemic.
The interim final rule and Treasury’s subsequent Compliance and Reporting Guidance also
required governments to publicly report assistance provided to private-sector businesses under
this eligible use and maintain records of their assessments to facilitate transparency and
accountability.

Reorganization and Cross-References: As detailed above, Treasury has recategorized some uses
of funds in the final rule to provide greater clarity. In the interim final rule, aid to impacted
industries to implement COVID-19 mitigation and prevention strategies was categorized under
Aid to Impacted Industries; the final rule addresses these items under the section COVID-19
Mitigation and Prevention in Public Health. Recipients should also be aware of the difference
between beneficiaries of assistance and subrecipients when working with impacted industries;
for further information, see section Distinguishing Subrecipients versus Beneficiaries.

Designating an Impacted Industry

Public Comment: Many commenters requested greater clarity on how to designate “other
impacted industries”” within their jurisdiction. Commenters requested greater specificity as to
the metrics used to measure impact, with some suggesting metrics such as the change in the
size of an industry’s workforce due to the pandemic, as well as consideration of whether and
why employees are choosing to return to work at slower rates in certain industries. One
commenter asked if this meant nearly every industry was “disproportionately impacted.” Some
commenters encouraged Treasury to focus on industries most negatively impacted by the
pandemic, including disallowing across-the-board business subsidies to businesses that were
not negatively impacted by the pandemic and saw revenue or profit growth. Other commenters
asked for flexibility for recipients to determine impacted industries based on their local
knowledge of the economic landscape.

Treasury Response: The final rule maintains the interim final rule’s approach of allowing
recipients to designate impacted industries outside the travel, tourism, and hospitality
industries, and, in response to comments, provides greater clarity as to how recipients may
designate such impacted industries.

Sections 602(c)(1)(A) and 603(c)(1)(A) recognize that the tourism, travel, and hospitality
industries are severely negatively impacted by the pandemic. Under the final rule, recipients
may provide eligible aid (described in further detail herein) to the tourism, travel, and
hospitality industries. Treasury considers Tribal development districts, which are commercial
centers for Tribal hospitality, gaming, tourism, and entertainment and can include Tribal
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enterprises, as part of the tourism, travel, and hospitality industries that have been severely hit
by the pandemic. Therefore, Treasury reaffirms that Tribal development districts are
considered impacted industries and recipients may provide eligible aid to them.

To identify other industries comparably impacted to the tourism, travel, and hospitality
industries, recipients should undertake a two-step process: Identifying an industry and
determining whether that industry is comparably impacted.

First, recipients should identify an industry to be assessed. In identifying this industry, the final
rule provides recipients the flexibility to define its substantive or geographic scope.?38
Recipients may identify a broad sector that encompasses a number of subindustries, or they
may identify a specific sub-industry to be assessed. For example, a recipient may identify
“personal care services” as an industry, or they may identify a more specific category within the
““personal care services” industry (e.g., barber shops) as an industry. In defining the industry,
Treasury encourages recipients to define narrow and discrete industries eligible for aid.
Recipients are not required to follow, but may consider following, industry classifications under
the North American Industry Classification System (NAICS). Treasury notes that the larger and
more diverse the sector, the more difficult it may be to demonstrate that the larger and less
specific sector is negatively impacted in the same way given the scale and diversity of
businesses within it.

State or territory recipients may also define a constituent industry with greater geographic
precision than state or territory-wide. For example, a state may identify a particular industry in
a certain region of the state that was negatively impacted by the pandemic, even if the same
industry in the rest of the state did not see a meaningful negative economic impact from the
pandemic. State recipients oversee large and diverse industries, sometimes with differences in
economic activity between geographic regions. Allowing greater geographic precision allows
recipients to target aid to those that need it most, ensuring that state averages do not conceal
hard-hit areas in their state.

Second, to determine whether the industry is “impacted,” recipients should compare the
negative economic impacts of the public health emergency on the identified industry to the
impacts observed on the travel, tourism, and hospitality industries.

1. Simplified test. An industry is presumed to be impacted if the industry experienced
employment loss of at least 8 percent.

Specifically, a recipient should compare the percent change in the number of employees of the
recipient’s identified industry and the national Leisure & Hospitality sector in the three months
before the pandemic’s most severe impacts began (a straight threemonth average of
seasonally-adjusted employment data from December 2019, January 2020, and February 2020)
with the latest data as of the final rule release (a straight three-month average of seasonally-
adjusted employment data from September 2021, October 2021, and November 2021).239 The
national Leisure & Hospitality sector largely represents the national travel, tourism, and
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hospitality industries enumerated in the statute. According to the Bureau of Labor Statistics,
employment has fallen by approximately 8 percent for the national Leisure & Hospitality sector
when comparing the most recent threemonth period available as of the date of adoption of the
final rule to the threemonth period immediately before the public health emergency.
Therefore, if the identified industry has suffered an employment loss of at least 8 percent, the
final rule presumes the industry to be an “impacted industry.”

For parity and simplicity, smaller recipients without employment data that measure industries
in their specific jurisdiction may use data available for a broader unit of government for this
calculation (e.g., a county may use data from the state in which it is located; a city may use data
for the county, if available, or state in which it is located) solely for purposes of determining
whether a particular industry is an impacted industry.

2. If simplified test is not met. If an industry does not satisfy the test above or data are
unavailable, the recipient may still designate the industry as impacted by demonstrating
the following:

a. The recipient can show that the totality of relevant major economic indicators
demonstrate that the industry is experiencing comparable or worse economic
impacts as the national tourism, travel, and hospitality industries at the time of
the publication of the final rule, and that the impacts were generally due to the
COVID-19 public health emergency. Example economic indicators include gross
output, GDP, net profits, employment levels, and projected time to restore
employment back to pre-pandemic levels. Recipients may rely on available
economic data, government research publications, research from academic
sources, and other quantitative sources for this determination.

If quantitative data is unavailable, the recipient can rely on qualitative data to show that the
industry is experiencing comparable or worse economic impacts as the national tourism, travel,
and hospitality industries, and the impacts were generally due to the COVID-19 public health
emergency. Recipients may rely on sources like community interviews, surveys, and research
from relevant state and local government agencies.

As the public health emergency and economic recovery evolves, recipients should assess how
industry impacts shift over time. Impacted industries may recover in a short period of time and
no longer face a negative economic impact; in those circumstances, the recipient should ensure
that the extent and length of aid is reasonably proportional to the negative economic impact
that is experienced, as detailed further below and in section General Provisions: Structure and
Standards. Recipients may add to their list of impacted industries by showing that the negative
economic impacts to the industry at the time of the designation are comparable to the negative
economic impacts to the national tourism, travel, and hospitality sectors as of the date of the
final rule adoption, as detailed herein.
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Eligible Aid

Public Comment: Commenters asked for further clarification as to the definition of eligible
aid to an impacted industry, with many requesting that a broad range of aid be eligible.
Examples of aid that recipients asked to be considered eligible include aid to businesses to
cover COVID-19 mitigation costs and planned renovations or improvements to tourism, travel,
and hospitality facilities, as well as marketing and inkind incentives to attract visitors.
Commenters also asked about the eligibility of aid to broadly cover losses incurred by facilities
such as convention centers and hotels due to the pandemic’s economic impact. Commenters
also asked for further clarification about the requirements related to private-sector reporting.
Further, some commenters asked for clarification about eligible aid to impacted industries
owned and operated by Tribal governments, including for Tribal construction projects that have
been delayed due to the pandemic’s economic impacts, and for deference to Tribal
determinations of negative economic impacts.

Treasury Response: In response to commenters’ requests for clarification on eligible aid, the
final rule requires that aid to impacted industries, including to Tribal development districts, be
designed to address the harm experienced by the impacted industry.

First, recipients should identify a negative economic impact, i.e., an economic harm, that is
experienced by businesses in the impacted industry. Second, recipients should select a
response that is designed to address the identified economic harm resulting from or
exacerbated by the public health emergency. Responses must also 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.
Recipients should consider the further discussion of this standard provided in the sections
Standards: Designating a Public Health Impact and Standards: Designating a Negative Economic
Impact.

These responses may take the form of direct spending by recipients to promote an industry or
support for businesses within an “impacted” industry that experienced a negative economic
impact (e.g., through a grant program). Examples of eligible responses include:

e Aid to mitigate financial hardship due to declines in revenue or profits by supporting
payroll costs and compensation of returning employees for lost pay and benefits during
the COVID-19 pandemic, as well as support of operations and maintenance of existing
equipment and facilities, such as rent, leases, and utilities;

e Aid for technical assistance, counseling, and other services to assist with business
planning needs; and

e Aid to implement COVID-19 mitigation and infection prevention measures, such as
vaccination or testing programs, is broadly eligible for many types of entities, including
travel, tourism, hospitality, and other impacted industries. Recipients providing aid to

94



impacted industries for COVID—-19 public health measures should review the section
Assistance to Businesses to Implement COVID-19 Strategies in Public Health, which
describes types of eligible uses of funds in this category.

To address the identified harms, responses (e.g., aid through a grant program) should be
generally broadly available to all businesses within the impacted industry to avoid the risk of
self-dealing, preferential treatment, and conflicts of interest.?? Treasury encourages recipients
to design aid programs such that funds are first used for operational expenses that are
generally recognized as ordinary and necessary for the recipient’s operation, such as payroll,
before being used on other types of costs. As noted in the section General Standards: Structure
and Standards, uses of funds that do not respond to the negative economic impacts of the
pandemic, such as excessive compensation to employees, is ineligible.

The final rule maintains the interim final rule’s requirement that aid may only be considered
responsive to the negative economic impacts of the pandemic if it supports businesses,
attractions, and Tribal development districts operating prior to the pandemic and affected by
required closures and other efforts to contain the pandemic. Further, to facilitate transparency
and accountability, the final rule maintains the interim final rule’s requirement that recipients
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 public health emergency. Recipients also should maintain
records to support their assessment of how businesses receiving assistance were affected by
the negative economic impacts of the public health emergency and how the aid provided
responds to these impacts.

Recipients providing aid to impacted industries for capital expenditures (i.e., expenditures on
property, facilities, or equipment), including Tribal governments providing aid to Tribal
development districts, should also review the section Capital Expenditures in General
Provisions: Other, which describes eligibility standards that are applicable to these
expenditures, depending on the type of aid. Recipients providing assistance in the form of loans
should review the section Treatment of Loans in Program Administration Provisions.

General Provisions: Other

As noted above, the final rule consolidates into a General Provisions section several types of
uses of funds; in the interim final rule, the eligibility of these uses of funds was discussed within
specific categories of eligible uses for public health and negative economic impacts. Treasury
anticipates that this re-organization will enhance recipient clarity in assessing eligible uses of
funds. These General Provisions apply across all uses of funds under public health and negative
economic impacts.

Specifically, this section considers eligible uses for:
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e Public Sector Capacity and Workforce, which includes several separate and non-
mutually exclusive categories articulated in the interim final rule: public health and
safety staff; rehiring state, local, and Tribal government staff; expenses for
administering COVID-19 response programs; expenses to improve the efficacy of public
health or economic relief programs; and administrative expenses caused or exacerbated
by the pandemic. Treasury recognizes that these are closely related and frequently
overlapping categories. The final rule treats them as a single purpose, supporting public
sector capacity, and provides coordinated guidance on the standards and presumptions
that apply to them.

e Capital Expenditures, which was addressed only under Public Health in the interim
final rule. The final rule moves this expense to General Provisions and provides more
clarity on the eligibility of capital expenditures across all aspects of the public health and
negative economic impacts eligible use category.

* Distinguishing Subrecipients versus Beneficiaries, which describes the differences
between these two categories. Recipient governments responding to the public health
and negative economic impacts of the pandemic may provide assistance to beneficiaries
or execute an eligible use of funds through a subrecipient; some types of entities (e.g.,
nonprofits) could fit into either category depending on the specific purpose of the use of
funds.

e Uses Outside the Scope of this Category, which addresses uses of funds that are
ineligible or generally ineligible under this eligible use category in the interim final rule.
These uses of funds remain ineligible under the final rule, but Treasury has re-
categorized where they are addressed, as described below.

This section also addresses enumerated eligible uses proposed by commenters that Treasury
has not incorporated into the final rule.

Recipients should also note that the Office of Management and Budget’s (OMB) Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(commonly called the “Uniform Guidance’’) generally applies to SLFRF

Overview of Final Rule

Overview of Final Rule Pg. 12

The eligible use category to respond to public health and negative economic impacts is
organized around the types of assistance a recipient may provide and includes several sub-
categories:

e public health,

e assistance to households,
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e assistance to small businesses,
e assistance to nonprofits,

e aid to impacted industries, and
e public sector capacity.

In general, to identify eligible uses of funds in this category, recipients should (1) identify a
COVID-19 public health or economic impact on an individual or class (i.e., a group) and (2)
design a program that responds to that impact. Responses should be related and reasonably
proportional to the harm identified and reasonably designed to benefit those impacted.

To provide simple, clear eligible uses of funds that meet this standard, Treasury provides a non-
exhaustive list of enumerated uses that respond to pandemic impacts. Treasury also presumes
that some populations experienced pandemic impacts and are eligible for responsive services.
In other words, recipients providing enumerated uses of funds to populations presumed eligible
are clearly operating consistently with the final rule.

Recipients also have broad flexibility to (1) identify and respond to other pandemic impacts and
(2) serve other populations that experienced pandemic impacts, beyond the enumerated uses
and presumed eligible populations. Recipients can also identify groups or “classes” of
beneficiaries that experienced pandemic impacts and provide services to those classes.

Step 1. Identify COVID-19 public health or 2. Design a response that addresses or
economic impact responds to the impact
Analysis e Types of responses can include a

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

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

program, service, or capital
expenditure
e Response should be related and
reasonably proportional to the harm
e Response should also be reasonably
designed to benefit impacted
individual or class

e Final Rule provides non-exhaustive
list of enumerated eligible uses that
respond to pandemic impacts and
disproportionate impacts

Simplifying

) e Final Rule presumes certain
Presumptions

populations and classes are impacted
and disproportionately impacted

To assess eligibility of uses of funds, recipients should first determine the sub-category where
their use of funds may fit (e.g., public health, assistance to households, assistance to small
businesses), based on the entity that experienced the health or economic impact. Then,
recipients should refer to the relevant section for more details on each sub-category.
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While the same overall eligibility standard applies to all uses of funds to respond to the public
health and negative economic impacts of the pandemic, each sub-category has specific nuances
on its application. In addition:

e Recipients interested in using funds for capital expenditures (i.e., investments in property,
facilities, or equipment) should review the Capital Expenditures section in addition to the
eligible use sub-category.

» Recipients interested in other uses of funds, beyond the enumerated uses, should refer to the
section on “Framework for Eligible Uses Beyond Those Enumerated.”

Overview of Final Rule Pg. 14

RESPONDING TO THE PUBLIC HEALTH EMERGENCY

While the country has made tremendous progress in the fight against COVID-19, including a
historic vaccination campaign, the disease still poses a grave threat to Americans’ health and
the economy. Providing state, local, and Tribal governments the resources needed to fight the
COVID-19 pandemic is a core goal of the Coronavirus State and Local Fiscal Recovery Funds, as
well as addressing the other ways that the pandemic has impacted public health. Treasury has
identified several public health impacts of the pandemic and enumerated uses of funds to
respond to impacted populations.

e COVID-19 mitigation and prevention. The pandemic has broadly impacted Americans and
recipients can provide services to prevent and mitigate COVID-19 to the general public or to
small businesses, nonprofits, and impacted industries in general. Enumerated eligible uses
include:

v Vaccination programs, including vaccine incentives and vaccine sites

v Testing programs, equipment and sites

v Monitoring, contact tracing & public health surveillance (e.g., monitoring for variants)
v Public communication efforts

v Public health data systems

v COVID-19 prevention and treatment equipment, such as ventilators and ambulances
v Medical and PPE/protective supplies

v Support for isolation or quarantine

v Ventilation system installation and improvement
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v Technical assistance on mitigation of COVID-19 threats to public health and safety

v Transportation to reach vaccination or testing sites, or other prevention and
mitigation services for vulnerable populations

v Support for prevention, mitigation, or other services in congregate living facilities,
public facilities, and schools

v Support for prevention and mitigation strategies in small businesses, nonprofits, and |
mpacted industries

v Medical facilities generally dedicated to COVID-19 treatment and mitigation (e.g.,
ICUs, emergency rooms)

v Temporary medical facilities and other measures to increase COVID-19 treatment
capacity

v Emergency operations centers & emergency response equipment (e.g., emergency
response radio systems)

v Public telemedicine capabilities for COVID-19 related treatment

Medical expenses. Funds may be used for expenses to households, medical providers, or others

that incurred medical costs due to the pandemic, including: v Unreimbursed expenses for
medical care for COVID-19 testing or treatment, such as uncompensated care costs for medical
providers or out-of-pocket costs for individuals

v Paid family and medical leave for public employees to enable compliance with COVID-
19 public health precautions

v Emergency medical response expenses

v Treatment of long-term symptoms or effects of COVID-19

¢ Behavioral health care, such as mental health treatment, substance use treatment, and
other behavioral health services. Treasury recognizes that the pandemic has broadly impacted
Americans’ behavioral health and recipients can provide these services to the general public to
respond. Enumerated eligible uses include:
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v Prevention, outpatient treatment, inpatient treatment, crisis care, diversion
programs, outreach to individuals not yet engaged in treatment, harm reduction & long-
term recovery support

v Enhanced behavioral health services in schools
v Services for pregnant women or infants born with neonatal abstinence syndrome
v Support for equitable access to reduce disparities in access to high-quality treatment

v Peer support groups, costs for residence in supportive housing or recovery housing,
and the 988 National Suicide Prevention Lifeline or other hotline services

v Expansion of access to evidence-based services for opioid use disorder prevention,
treatment, harm reduction, and recovery

v Behavioral health facilities & equipment

* Preventing and responding to violence. Recognizing that violence —and especially gun
violence — has increased in some communities due to the pandemic, recipients may use funds

to respond in these communities through: v/ Referrals to trauma recovery services for victims
of crime

v/ Community violence intervention programs, including:

e Evidence-based practices like focused deterrence, with wraparound services
such as behavioral therapy, trauma recovery, job training, education, housing
and relocation services, and financial assistance

v In communities experiencing increased gun violence due to the pandemic:
e Law enforcement officers focused on advancing community policing
* Enforcement efforts to reduce gun violence, including prosecution
e Technology & equipment to support law enforcement response

Overview of Final Rule Pg. 16

RESPONDING TO NEGATIVE ECONOMIC IMPACTS

The pandemic caused severe economic damage and, while the economy is on track to a strong
recovery, much work remains to continue building a robust, resilient, and equitable economy in
the wake of the crisis and to ensure that the benefits of this recovery reach all Americans.
While the pandemic impacted millions of American households and businesses, some of its
most severe impacts fell on low-income and underserved communities, where pre-existing
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disparities amplified the impact of the pandemic and where the most work remains to reach a
full recovery.

The final rule recognizes that the pandemic caused broad-based impacts that affected many
communities, households, and small businesses across the country; for example, many workers
faced unemployment and many small businesses saw declines in revenue. The final rule
describes these as “impacted" households, communities, small businesses, and nonprofits.

At the same time, the pandemic caused disproportionate impacts, or more severe impacts, in
certain communities. For example, low-income and underserved communities have faced more
severe health and economic outcomes like higher rates of COVID-19 mortality and
unemployment, often because preexisting disparities exacerbated the impact of the pandemic.
The final rule describes these as “disproportionately impacted” households, communities, small
businesses, and nonprofits.

To simplify administration of the program, the final rule presumes that certain populations
were “impacted” and “disproportionately impacted” by the pandemic; these populations are
presumed to be eligible for services that respond to the impact they experienced. The final rule
also enumerates a nonexhaustive list of eligible uses that are recognized as responsive to the
impacts or disproportionate impacts of COVID-19. Recipients providing enumerated uses to
populations presumed eligible are clearly operating consistently with the final rule.

As discussed further in the section Framework for Eligible Uses Beyond Those Enumerated,
recipients can also identify other pandemic impacts, impacted or disproportionately impacted
populations or classes, and responses.

Assistance to Households
Impacted Households and Communities

Treasury presumes the following households and communities are impacted by the pandemic:
v Low- or-moderate income households or communities
v Households that experienced unemployment
v Households that experienced increased food or housing insecurity

v Households that qualify for the Children’s Health Insurance Program, Childcare
Subsidies through the Child Care Development Fund (CCDF) Program, or Medicaid

v When providing affordable housing programs: households that qualify for the
National Housing Trust Fund and Home Investment Partnerships Program

v When providing services to address lost instructional time in K-12 schools: any student
that lost access to in-person instruction for a significant period of time
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Low- or moderate-income households and communities are those with (i) income at or below
300 percent of the Federal Poverty Guidelines for the size of the household based on the most
recently published poverty guidelines or (ii) income at or below 65 percent of the area median
income for the county and size of household based on the most recently published data. For
the vast majority of communities, the Federal Poverty Guidelines are higher than the area’s
median income and using the Federal Poverty Guidelines would result in more households and
communities being presumed eligible. Treasury has provided an easy-to-use spreadsheet with
Federal Poverty Guidelines and area median income levels on its website.

Recipients can measure income for a specific household or the median income for the
community, depending on whether the response they plan to provide serves specific
households or the general community. The income thresholds vary by household size;
recipients should generally use income thresholds for the appropriate household size but can
use a default household size of three when easier for administration or when measuring
income for a general community.

The income limit for 300 percent of the Federal Poverty Guidelines for a household of three is
$65,880 per year. In other words, recipients can always presume that a household earning
below this level, or a community with median income below this level, is impacted by the
pandemic and eligible for services to respond. Additionally, by following the steps detailed in
the section Framework for Eligible Uses Beyond Those Enumerated, recipients may designate
additional households as impacted or disproportionately impacted beyond these presumptions,
and may also pursue projects not listed below in response to these impacts consistent with
Treasury’s standards.

Treasury recognizes the enumerated projects below, which have been expanded under the final
rule, as eligible to respond to impacts of the pandemic on households and communities:

v Food assistance & food banks
v Burials, home repair & home weatherization

v Programs, devices & equipment for internet access and digital literacy, including
subsidies for costs of access

v Cash assistance
v Paid sick, medical, and family leave programs
v Assistance in accessing and applying for public benefits or services

v Childcare and early learning services, home visiting programs, services for child
welfare-involved families and foster youth & childcare facilities
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v Assistance to address the impact of learning loss for K-12 students (e.g., high-quality
tutoring, differentiated instruction)

v Programs or services to support long-term housing security: including development of
affordable housing and permanent supportive housing

v Certain contributions to an Unemployment Insurance Trust Fund4

v Emergency housing assistance: rental assistance, mortgage assistance, utility
assistance, assistance paying delinquent property taxes, counseling and legal aid to
prevent eviction and homelessness & emergency programs or services for homeless
individuals, including temporary residences for people experiencing homelessness

v Health insurance coverage expansion
v Benefits for surviving family members of individuals who have died from COVID-19

V' Assistance to individuals who want and are available for work, including job training,
public jobs programs and fairs, support for childcare and transportation to and from a
jobsite or interview, incentives for newly-employed workers, subsidized employment,
grants to hire underserved workers, assistance to unemployed individuals to start small
businesses & development of job and workforce training centers

v Financial services for the unbanked and underbanked
Disproportionately Impacted Households and Communities

Treasury presumes the following households and communities are disproportionately impacted
by the pandemic:

v Low -income households and communities

v Households residing in Qualified Census Tracts

v Households that qualify for certain federal 5 benefits

v Households receiving services provided by Tribal governments

v Households residing in the U.S. territories or receiving services from these
governments

Low-income households and communities are those with (i) income at or below 185 percent of
the Federal Poverty Guidelines for the size of its household based on the most recently
published poverty guidelines or (ii) income at or below 40 percent of area median income for its
county and size of household based on the most recently published data. For the vast majority
of communities, the Federal Poverty Guidelines level is higher than the area median income
level and using this level would result in more households and communities being presumed
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eligible. Treasury has provided an easy-to-use spreadsheet with Federal Poverty Guidelines and
area median income levels on its website.

Recipients can measure income for a specific household or the median income for the
community, depending on whether the service they plan to provide serves specific households
or the general community. The income thresholds vary by household size; recipients should
generally use income thresholds for the appropriate household size but can use a default
household size of three when easier for administration or when measuring income for a general
community.

The income limit for 185 percent of the Federal Poverty Guidelines for a household of three is
$40,626 per year. In other words, recipients can always presume that a household earning
below this level, or a community with median income below this level, is disproportionately
impacted by the pandemic and eligible for services to respond.

Treasury recognizes the enumerated projects below, which have been expanded under the final
rule, as eligible to respond to disproportionate impacts of the pandemic on households and
communities:

v Pay for community health workers to help households access health & social services
v Remediation of lead paint or other lead hazards

v Primary care clinics, hospitals, integration of health services into other settings, and
other investments in medical equipment & facilities designed to address health
disparities

v Housing vouchers & assistance relocating to neighborhoods with higher economic
opportunity

V' Investments in neighborhoods to promote improved health outcomes

v Improvements to vacant and abandoned properties, including rehabilitation or
maintenance, renovation, removal and remediation of environmental contaminants,
demolition or deconstruction, greening/vacant lot cleanup & conversion to affordable
housing

v Services to address educational disparities, including assistance to high-poverty
school districts & educational and evidence-based services to address student academic,
social, emotional, and mental health needs

v Schools and other educational equipment & facilities

Assistance to Small Businesses
Small businesses have faced widespread challenges due to the pandemic, including periods of
shutdown, declines in revenue, or increased costs. The final rule provides many tools for
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recipients to respond to the impacts of the pandemic on small businesses, or disproportionate
impacts on businesses where pre-existing disparities like lack of access to capital compounded
the pandemic’s effects.

Small businesses eligible for assistance are those that experienced negative economic impacts
or disproportionate impacts of the pandemic and meet the definition of “small business,”
specifically:

1. Have no more than 500 employees, or if applicable, the size standard in number of
employees established by the Administrator of the Small Business Administration for the
industry in which the business concern or organization operates, and

2. Are a small business concern as defined in section 3 of the Small Business Act8 (which
includes, among other requirements, that the business is independently owned and operated
and is not dominant in its field of operation).

Impacted Small Businesses
Recipients can identify small businesses impacted by the pandemic, and measures to respond,
in many ways; for example, recipients could consider:

v Decreased revenue or gross receipts

v Financial insecurity

v Increased costs

v Capacity to weather financial hardship

v Challenges covering payroll, rent or mortgage, and other operating costs

Assistance to small businesses that experienced negative economic impacts includes the
following enumerated uses:

v Loans or grants to mitigate financial hardship, such as by supporting payroll and
benefits, costs to retain employees, and mortgage, rent, utility, and other operating
costs

v Technical assistance, counseling, or other services to support business planning

Disproportionately Impacted Small Businesses
Treasury presumes that the following small businesses are disproportionately impacted by the
pandemic:

v Small businesses operating in Qualified Census Tracts

v Small businesses operated by Tribal governments or on Tribal lands
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v Small businesses operating in the U.S. territories

Assistance to disproportionately impacted small businesses includes the following enumerated
uses, which have been expanded under the final rule:

v Rehabilitation of commercial properties, storefront improvements & fagcade
improvements

v Technical assistance, business incubators & grants for start-up or expansion costs for
small businesses

v Support for microbusinesses, including financial, childcare, and transportation costs

Assistance to Nonprofits

Nonprofits have faced significant challenges due to the pandemic’s increased demand for
services and changing operational needs, as well as declines in revenue sources such as
donations and fees. Nonprofits eligible for assistance are those that experienced negative
economic impacts or disproportionate impacts of the pandemic and meet the definition of
“nonprofit” —specifically those that are 501(c)(3) or 501(c)(19) tax-exempt organizations.

Impacted Nonprofits
Recipients can identify nonprofits impacted by the pandemic, and measures to respond, in
many ways; for example, recipients could consider:

v Decreased revenue (e.g., from donations and fees)

v Financial insecurity

v Increased costs (e.g., uncompensated increases in service need)

v Capacity to weather financial hardship

v Challenges covering payroll, rent or mortgage, and other operating costs

Assistance to nonprofits that experienced negative economic impacts includes the following
enumerated uses:

v Loans or grants to mitigate financial hardship

v Technical or in-kind assistance or other services that mitigate negative economic
impacts of the pandemic

Disproportionately Impacted Nonprofits

Treasury presumes that the following nonprofits are disproportionately impacted by the
pandemic:
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v Nonprofits operating in Qualified Census Tracts
v Nonprofits operated by Tribal governments or on Tribal lands

v Nonprofits operating in the U.S. territories

Recipients may identify appropriate responses that are related and reasonably proportional to
addressing these disproportionate impacts.

Aid to Impacted Industries

Recipients may use SLFRF funding to provide aid to industries impacted by the COVID-19
pandemic. Recipients should first designate an impacted industry and then provide aid to
address the impacted industry’s negative economic impact.

This sub-category of eligible uses does not separately identify disproportionate impacts and
corresponding responsive services.

1. Designating an impacted industry. There are two main ways an industry can be designated
as “impacted.”

1. If the industry is in the travel, tourism, or hospitality sectors (including Tribal
development districts), the industry is impacted.

2. If the industry is outside the travel, tourism, or hospitality sectors, the industry is
impacted if:

a. The industry experienced at least 8 percent employment loss from pre-
pandemic levels, or

b. The industry is experiencing comparable or worse economic impacts as the
national tourism, travel, and hospitality industries as of the date of the final rule,
based on the totality of economic indicators or qualitative data (if quantitative
data is unavailable), and if the impacts were generally due to the COVID-19
public health emergency.

Recipients have flexibility to define industries broadly or narrowly, but Treasury encourages
recipients to define narrow and discrete industries eligible for aid. State and territory recipients
also have flexibility to define the industries with greater geographic precision; for example, a
state may identify a particular industry in a certain region of a state as impacted.

2. Providing eligible aid to the impacted industry. Aid may only be provided to support
businesses, attractions, and Tribal development districts operating prior to the pandemic and
affected by required closures and other efforts to contain the pandemic. Further, aid should be
generally broadly available to all businesses within the impacted industry to avoid potential
conflicts of interest, and Treasury encourages aid to be first used for operational expenses, such
as payroll, before being used on other types of costs.
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Treasury recognizes the enumerated projects below as eligible responses to impacted
industries.

v Aid to mitigate financial hardship, such as supporting payroll costs, lost pay and benefits for
returning employees, support of operations and maintenance of existing equipment and
facilities

v Technical assistance, counseling, or other services to support business planning

v/ COVID-19 mitigation and infection prevention measures (see section Public Health)

As with all eligible uses, recipients may pursue a project not listed above by undergoing the
steps outlined in the section Framework for Eligible Uses Beyond Those Enumerated.
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