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ReplacingLost PublicSector Revenue

The Coronavirus State and Local Fiscal Recovery Funds provide needed fiscal relief for recipients that
have expenenced revenue loss due to the onset of the COV.D-19 public health emergency. Specifically
IZ1 hIT US6d t0 ^ f°r "g0Vernment services" •" - amount equal to the revenue lossexperienced by the recipient due to the COVID-19 public health emergency.

Government services generally include any service traditionally provided by agovernment, inc.uding
construct.on of roads and other infrastructure, provision of public safety and other services, and health
and educate, services. Funds spent under government services are subject to streamlined reporting
and compliance requirements. *ui cluing

In order to use funds under government services, recipients should first determine revenue loss They
may, then, spend up to that amount on general government services.

DETERMINING REVENUE LOSS

oRnf0fT!TT ***? f°r h°W t0 d6termine th6ir 3mOUnt °f revenue loss- ReciP-ts must chooseone of the two opt.ons and cannot switch between these approaches after an election is made.
1. Recipients may elect a"standard allowance" of $10 million to spend on government services

through the period of performance.

Under this option, which is newly offered in the final rule Treasury presumes that up to $10
m.ll,on in revenue has been lost due to the public health emergency and recipients are
permitted to use that amount (not to exceed the award amount) to fund "government services."
The standard allowance provides an estimate of revenue loss that is based on an extensive
analys.s of average revenue loss across states and localities, and offers asimple, convenient way
to determine revenue loss, particularly for SLFRF's smallest recipients.

All recipients may elect to use this standard allowance instead of calculating lost revenue using
the formula below, including those with total allocations of $10 million or less. Electing the
standard allowance does not increase or decrease arecipient's total allocation.

2. Recipients may calculate their actual revenue loss according to the formula articulated in the
final rule.

Under this option, recipients calculate revenue loss at four distinct points in time, either at the
end of each calendar year (e.g., December 31 for years 2020, 2021, 2022, and 2023) or the end
of each fiscal year of the recipient. Under the flexibility provided in the final rule, recipients can
choose whether to use calendar or fiscal year dates but must be consistent throughout the
penod of performance. Treasury has also provided several adjustments to the definition of
general revenue in the final rule.

To calculate revenue loss at each of these dates, recipients must follow afour-
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Calculate revenues collected in the most recent full fiscal year prior to the public health
emergency (i.e., last full fiscal year before January 27, 2020), called the base year
revenue.

b. Estimate counterfactual revenue, which is equal to the following formula, where nis the
number of months elapsed since the end of the base year to the calculation date:

base year revenue x (1 +growth adjustment)^

The growth adjustment is the greater of either astandard growth rate-5.2 percent-or
the recipient's average annual revenue growth in the last full three fiscal years prior to
the COVID-19 public health emergency.

c. Identify actual revenue, which equals revenues collected over the twelve months
immediately preceding the calculation date.

Under the final rule, recipients must adjust actual revenue totals for the effect of tax
cuts and tax increases that are adopted after the date of adoption of thefinal rule
(January 6, 2022). Specifically, the estimated fiscal impact of tax cuts and tax increases
adopted after January 6, 2022, must be added or subtracted to the calculation of actual
revenue for purposes of calculation dates that occur on or after April 1, 2022.

Recipients may subtract from their calculation ofactual revenue theeffect of tax
increases enacted prior to the adoption of the final rule. Note that recipients that elect
to remove theeffect oftax increases enacted before the adoption ofthefinal rule must
also remove the effect of tax decreases enacted before the adoption of the final rule,
such that they are accurately removing the effect of tax policy changes on revenue. '

d. Revenue loss for the calculation date is equal to counter/actual revenue minus actual
revenue (adjusted for tax changes) for thetwelve-month period. If actual revenue
exceeds counterfactual revenue, the loss is set to zero for that twelve-month period.
Revenue loss for theperiod ofperformance is the sum of therevenue loss on for each
calculation date.

The supplementary information in the final rule provides an example of this calculation, which
recipients mayfind helpful, in the Revenue Loss section.
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