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Coronavirus State and Local Fiscal Recovery Funds 
 

Excerpts from Frequently Asked Questions related to:  

Responding to Public Health Emergency and its Economic Impacts 

Addressing Negative Economic Impacts Caused by the Emergency 
 

AS OF JULY 19, 2021 
 

2. Eligible Uses – Responding to the Public Health Emergency / Negative 

Economic Impacts 
 

2.4  May recipients use funds to respond to the public health emergency and its negative 

economic impacts by replenishing state unemployment funds? 

 

Consistent with the approach taken in the CRF, recipients may make deposits into the 

state account of the Unemployment Trust Fund up to the level needed to restore the pre- 

pandemic balances of such account as of January 27, 2020, or to pay back advances 

received for the payment of benefits between January 27, 2020 and the date when the 

Interim Final Rule is published in the Federal Register. 

 

2.5  What types of services are eligible as responses to the negative economic impacts of 

the pandemic? 

 

Eligible uses in this category include assistance to households; small businesses and 

non- profits; and aid to impacted industries. 

 

Assistance to households includes, but is not limited to: food assistance; rent, mortgage, 

or utility assistance; counseling and legal aid to prevent eviction or homelessness; cash 

assistance; emergency assistance for burials, home repairs, weatherization, or other 

needs; internet access or digital literacy assistance; or job training to address negative 

economic or public health impacts experienced due to a worker’s occupation or level of 

training. 

 

Assistance to small business and non-profits includes, but is not limited to: 

 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;

 Loans, grants, or in-kind assistance to implement COVID-19 prevention or 

mitigation tactics, such as physical plant changes to enable social distancing, 

enhanced cleaning efforts, barriers or partitions, or COVID-19 vaccination, testing, 

or contact tracing programs; and

 Technical assistance, counseling, or other services to assist with business planning 

needs

 

2.6  May recipients use funds to respond to the public health emergency and its negative 

economic impacts by providing direct cash transfers to households? 
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Yes, provided the recipient considers whether, and the extent to which, the household 

has experienced a negative economic impact from the pandemic. Additionally, cash 

transfer must be reasonably proportional to the negative economic impact they are 

intended to address. Cash transfers grossly in excess of the amount needed to address the 

negative economic impact identified by the recipient would not be considered to be a 

response to the COVID-19 public health emergency or its negative impacts. In 

particular, when considering appropriate size of permissible cash transfers made in 

response to the COVID-19 public health emergency, state, local, territorial, and Tribal 

governments may consider and take guidance from the per person amounts previously 

provided by the federal government in response to the COVID crisis. 

 

2.7  May funds be used to reimburse recipients for costs incurred by state and local 

governments in responding to the public health emergency and its negative economic 

impacts prior to passage of the American Rescue Plan? 

 

Use of Fiscal Recovery Funds is generally forward looking. The Interim Final Rule 

permits funds to be used to cover costs incurred beginning on March 3, 2021. 

 

2.8  May recipients use funds for general economic development or workforce 

development? 

 

Generally, not. Recipients must demonstrate that funding uses directly address a 

negative  economic impact of the COVID-19 public health emergency, including funds 

used for economic or workforce development. For example, job training for unemployed 

workers may be used to address negative economic impacts of the public health 

emergency and be eligible. 

 

2.9  How can recipients use funds to assist the travel, tourism, and hospitality  industries? 

 

Aid provided to tourism, travel, and hospitality industries should respond to the negative 

economic impacts of the pandemic. For example, a recipient may provide aid to support 

safe reopening of businesses in the tourism, travel and hospitality industries and to 

districts that were closed during the COVID-19 public health emergency, as well as aid 

a planned expansion or upgrade of tourism, travel and hospitality facilities delayed due 

to the pandemic. 

 

Tribal development districts are considered the commercial centers for tribal hospitality, 

gaming, tourism and entertainment industries. 

 

2.10 May recipients use funds to assist impacted industries other than travel, tourism, 

and hospitality? 

 

Yes, provided that recipients consider the extent of the impact in such industries as 

compared to tourism, travel, and hospitality, the industries enumerated in the statute.  

For example, nationwide the leisure and hospitality industry has experienced an 

approximately 17 percent decline in employment and 24 percent decline in revenue, on 
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net, due to the COVID-19 public health emergency. Recipients should also consider 

whether impacts were due to the COVID-19 pandemic, as opposed to longer-term 

economic or industrial trends unrelated to the pandemic. 

 

Recipients should maintain records to support their assessment of how businesses or 

business districts receiving assistance were affected by the negative economic impacts of 

the pandemic and how the aid provided responds to these impacts. 

 

2.13  May recipients use funds to pay “back to work incentives” (e.g., cash payments for 

newly employed workers after a certain period of time on the job)? [5/27] 

 

Yes. Under the Interim Final Rule, recipients may use Coronavirus State and Local 

Fiscal Recovery Funds to provide assistance to unemployed workers. See 31 CFR 

35.6(b)(4). This assistance can include job training or 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. 

 

2.16  May recipients use funds to establish a public jobs program? [6/8] 

 

Yes. The Interim Final Rule permits a broad range of services to unemployed or 

underemployed workers and other individuals that suffered negative economic impacts 

from the pandemic. That can include 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. The broad range of permitted services can also 

include other employment supports, such as childcare assistance or assistance with 

transportation to and from a jobsite or interview. 

 

The Interim Final Rule includes as an eligible use re-hiring public sector staff up to the 

government’s level of pre-pandemic employment. “Public sector staff” would not 

include individuals participating in a job training or subsidized employment program 

administered by the recipient. 

 

2.17   The Interim Final Rule states that “assistance or aid to individuals or businesses 

that did not experience a negative economic impact from the public health emergency 

would not be an eligible use under this category.” Are recipients required to 

demonstrate that each individual or business experienced a negative economic impact 

for that individual or business to receive assistance? [6/23] 

 

Not necessarily. The Interim Final Rule allows recipients to demonstrate a negative 

economic impact on a population or group and to provide assistance to households or 

businesses that fall within that population or group. In such cases, the recipient need 

only  demonstrate that the household or business is within the population or group that 

experienced a negative economic impact. 
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For assistance to households, the Interim Final Rule states, “In assessing whether a 

household or population experienced economic harm as a result of the pandemic, a 

recipient may presume that a household or population that experienced unemployment 

or increased food or housing insecurity or is low- or moderate-income experienced 

negative  economic impacts resulting from the pandemic.” This would allow, for 

example, an internet access assistance program for all low- or moderate-income 

households, but would not require the recipient to demonstrate or document that each 

individual low- or - moderate income household experienced a negative economic 

impact from the COVID- 19 public health emergency apart from being low- or -

moderate income. 

 

For assistance to small businesses, the Interim Final Rule states that assistance may be 

provided to small businesses, including loans, grants, in-kind assistance, technical 

assistance or other services, to respond to the negative economic impacts of the COVID- 

19 public health emergency. In providing assistance to small businesses, recipients must 

design a program that responds to the negative economic impacts of the COVID-19 

public health emergency, including by identifying how the program addresses the 

identified need or impact faced by small businesses. This can include assistance to 

adopt safer operating procedures, weather periods of closure, or mitigate financial 

hardship resulting from the COVID-19 public health emergency. 

 

As part of program design and to ensure that the program responds to the identified 

need, recipients may consider additional criteria to target assistance to businesses in 

need, including to small businesses. Assistance may be targeted to businesses facing 

financial insecurity, with substantial declines in gross receipts (e.g., comparable to 

measures used to assess eligibility for the Paycheck Protection Program), or facing other 

economic harm due to the pandemic, as well as businesses with less capacity to weather 

financial hardship, such as the smallest businesses, those with less access to credit, or 

those serving disadvantaged communities. For example, a recipient could find based on 

local data or research that the smallest businesses faced sharply increased risk of 

bankruptcy and develop a program to respond; such a program would only need to 

document a population or group-level negative economic impact, and eligibility criteria 

to limit access to the program to that population or group (in this case, the smallest 

businesses). 

 

In addition, recognizing the disproportionate impact of the pandemic on disadvantaged 

communities, the Interim Final Rule also identifies a set of services that are 

presumptively eligible when provided in a Qualified Census Tract (QCT); to families 

and individuals living in QCTs; to other populations, households, or geographic areas 

identified by the recipient as disproportionately impacted by the pandemic; or when 

these services are provided by Tribal governments. For more information on the set of 

presumptively eligible services, see the Interim Final Rule section on Building Stronger 

Communities through Investments in Housing and Neighborhoods and FAQ 2.11. 

 

2.18   Would investments in improving outdoor spaces (e.g. parks) be an eligible use of funds 

as a response to the public health emergency and/or its negative economic impacts? 
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[6/23] 

 

There are multiple ways that investments in improving outdoor spaces could qualify as 

eligible uses; several are highlighted below, though there may be other ways that a 

specific investment in outdoor spaces would meet eligible use criteria. 

 

First, in recognition of the disproportionate negative economic impacts on certain 

communities and populations, the Interim Final Rule identifies certain types of services 

that are eligible uses when provided in a Qualified Census Tract (QCT), to families and 

individuals living in QCTs, or when these services are provided by Tribal governments. 

Recipients may also provide these services to other populations, households, or 

geographic areas disproportionately impacted by the pandemic. 

 

These programs and services include services designed to build stronger neighborhoods 

and communities and to address health disparities and the social determinants of health. 

The Interim Final Rule provides a non-exhaustive list of eligible services to respond to 

the needs of communities disproportionately impacted by the pandemic, and recipients 

may identify other uses of funds that do so, consistent with the Rule’s framework. For 

example, 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 and outdoor recreation and socialization to 

mitigate the spread of COVID-19. 

 

Second, recipients may provide assistance to small businesses in all communities. 

Assistance to small businesses could include support to enhance outdoor spaces for 

COVID-19 mitigation (e.g., restaurant patios) or to improve the built environment of the 

neighborhood (e.g., façade improvements). 

 

Third, many governments saw significantly increased use of parks during the pandemic 

that resulted in damage or increased maintenance needs. The Interim Final Rule 

recognizes that “decrease[s to] a state or local government’s ability to effectively 

administer services” can constitute a negative economic impact of the pandemic. 

 

2.20  Can funds be used to assist small business startups as a response to the negative 

economic impact of COVID-19? [6/23] 

 

As discussed in the Interim Final Rule, recipients may provide assistance to small 

businesses that responds to the negative economic impacts of COVID-19. The Interim 

Final Rule provides a non-exclusive list of potential assistance mechanisms, as well as 

considerations for ensuring that such assistance is responsive to the negative economic 

impacts of COVID-19. 

 

Treasury acknowledges a range of potential circumstances in which assisting small 

business startups could be responsive to the negative economic impacts of COVID-19, 

including for small businesses and individuals seeking to start small businesses after the 

start of the COVID-19 public health emergency. For example: 
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 A recipient could assist small business startups with additional costs associated 

with COVID-19 mitigation tactics (e.g., barriers or partitions; enhanced cleaning;  

or physical plant changes to enable greater use of outdoor space).

 A recipient could identify and respond to a negative economic impact of COVID- 

19 on new small business startups; for example, if it could be shown that small 

business startups in a locality were facing greater difficult accessing credit than 

prior to the pandemic, faced increased costs to starting the business due to the 

pandemic, or that the small business had lost expected startup capital due to the 

pandemic.

 The Interim Final Rule also discusses 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 startups and 

individuals seeking to start small businesses.

 

2.21 Can funds be used for eviction prevention efforts or housing stability services? [6/24] 

 

Yes. Responses to the negative economic impacts of the pandemic include “rent, 

mortgage, or utility assistance [and] counseling and legal aid to prevent eviction or 

homelessness.” This includes 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 supports their ability to access or maintain housing. 

 

This also includes 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. 

 

Recipients may transfer funds to, or execute grants or contracts with, court systems, 

non- profits, and a wide range of other organizations to implement these strategies. 

 

4. Eligible Uses – General 

 
4.8  How can I use CSFRF/CLFRF funds to prevent and respond to crime, and 

support public safety in my community? [6/23] 

 

Under Treasury’s Interim Final Rule, there are many ways in which the State and Local 

Fiscal Recovery Funds (“Funds”) under the American Rescue Plan Act can support 

communities working to reduce and respond to increased violence due to the pandemic. 

Among the eligible uses of the Funds are restoring of public sector staff to their pre- 

pandemic levels and responses to the public health crisis and negative economic impacts 

resulting from the pandemic. The Interim Final Rule provides several ways for 
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recipients  to “respond to” this pandemic-related gun violence, ranging from community 

violence intervention programs to mental health services to hiring of public safety 

personnel….. 

 

     ……Recipients also may use Funds to respond to the negative economic impacts of the 

public health emergency, including: 

 

 Assistance programs to households or populations facing negative economic impacts of 

the public health emergency, including: 

- Assistance to support economic security, including for the victims of crime; 

- Housing assistance, including rent, utilities, and relocation assistance; 

- Assistance with food, including Summer EBT and nutrition programs; and 

- Employment or job training services to address negative economic or public 

health impacts experienced due to a worker’s occupation or level of training. 

 Assistance to unemployed workers, including: 

- Subsidized jobs, including for young people. Summer youth employment 

programs directly address the negative economic impacts of the pandemic on 

young people and their families and communities; 

- Programs that provide paid training and/or work experience targeted primarily to 

(1) formerly incarcerated individuals, and/or (2) communities experiencing high 

levels of violence exacerbated by the pandemic; 

- Programs that provide workforce readiness training, apprenticeship or pre- 

apprenticeship opportunities, skills development, placement services, and/or 

coaching and mentoring; and 

- Associated wraparound services, including for housing, health care, and food. 

 


