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DATE: September 14, 2021

TO: Joshua McMurray, Interim City Manager

FROM: Tim Przybyla, Finance Director

SUBJECT: American Rescue Plan Act Discussion

Background Information and Analysis 

On March 11, 2021, the American Rescue Plan Act (ARPA) was signed into law 
by President Biden. Section 9901 of the ARPA amended Title VI of the Social 
Security Act to add Section 603. This establishes the Coronavirus State & Local 
Fiscal Recovery Fund (SLFRP) for local governments across the U.S. Every city 
and town received a funding allocation. In California, both large cities-entitlement 
cities (populations over 50,000) and small cities – non-entitlement cities 
(populations of less than 50,000, which includes the City of Oakley) have received 
ARPA funding allocations. In total, small cities (non-entitlement, cities including 
Oakley) in California received $1.2 billion.

Fiscal Recovery Funds through the SLFRF are intended to provide support to 
state, local, and tribal governments in responding to the impact of COVID-19 and 
in their efforts to contain COVID-19 on their communities, residents, and 
businesses. The Fiscal Recovery Funds build on and expands the support 
provided to governments over the last year, including through the Coronavirus 
Relief Fund (CRF).

Use of Funds
Section 603(c)(1) of the ARPA provides that Fiscal Recovery Funds may be used 
for the following:

a) To respond to the public health emergency or its negative economic impacts, 
including assistance to households, small businesses, and nonprofits, or aid to 
significantly impacted industries such as tourism, travel, and hospitality

b) To respond to workers performing essential work during the COVID-19 public 
health emergency by providing premium pay to eligible workers

c) For the provision of government services, specifically to the extent of the 
reduction in revenue due to the COVID–19 public health emergency relative to 



revenues collected in the most recent full fiscal year prior to the emergency (FY 
2018/19)

d) To make necessary investments in water, sewer, or broadband infrastructure

The Interim Final Rule 31 CFR Part 35 issued by the Department of the Treasury 
on May 17, 2021 implements the provisions of Section 603 applicable to non-
entitlement communities. It identifies a non-exclusive list of programs or services 
that may be funded as responding to COVID-19 or the negative economic impacts 
of the COVID-19 public health emergency, along with considerations for evaluating 
other potential uses of the Fiscal Recovery Funds not explicitly listed. In 
determining whether a program or service responds to the negative economic 
impacts of the COVID-19 public health emergency, the Interim Final Rule provides 
that payments from the Fiscal Recovery Funds should be designed to address an 
economic harm resulting from or exacerbated by the public health emergency. 
Recipients of Fiscal Recovery Funds should assess the connection between the 
negative economic harm and the COVID-19 public health emergency, the nature 
and extent of that harm, and how the use of this funding would address such harm.

The Interim Final Rule includes Part 35 – Pandemic Relief Programs. Subpart A –
Coronavirus State and Local Fiscal Recovery Funds includes Section 35.5 Use of 
funds, and Section 35.6 Eligible uses. Recipients of Fiscal Recovery Funds may 
use funds for one or more of the purposes included in Section 35.6. Some of the 
eligible uses for funds listed in this non-exclusive list include:

a) To respond to the public health emergency or its negative economic impacts -
eligible expenses include:

• COVID-19 response and prevention, including expenses for vaccination 
programs and sites

• costs of providing COVID-19 testing and monitoring and testing
• acquisition and distribution of medical and protective supplies
• treatment of long-term symptoms or effects of COVID-19
• improvement of ventilation systems in public facilities
• mental health treatment and other behavioral health services
• assistance to unemployed workers
• assistance to small businesses
• assistance to non-profit organizations
• assistance to households
• aid to impacted industries, including tourism, travel, hospitality and other 

impacted industries
• aid to disproportionately impacted populations and communities
• restoring a City’s workforce up to pre-pandemic levels

b) Providing premium pay to eligible workers: premium pay or grants to eligible 
workers or eligible employers performing essential work during the COVID-19 



emergency, provided that low- and moderate-income workers performing essential 
work are prioritized.

c) Providing government services: an eligible use of Fiscal Recovery Funds 
includes the replacement of   local government revenue lost due to COVID-19, 
helping to ensure that governments can continue to provide needed services and 
avoid cuts or layoffs. A recipient’s reduction in revenue is measured relative to the 
revenue collected in the most recent full fiscal year prior to the emergency (i.e., 
FY2018/19). The extent of a reduction in the city’s general revenue during the 
COVID-19 pandemic is calculated by the formula provided by the Department of 
the Treasury.

d) To make necessary investments in infrastructure - cities may use funds to make 
investments in:

• Clean Water and Drinking Water State Revolving Funds projects
• Broadband - designed to provide service to unserved or underserved 
households and businesses (recipients are encouraged to focus on projects that 
deliver a physical broadband connection by prioritizing projects that achieve last 
mile-connections)

The list of eligible uses of funds described above is intended to provide an overview 
of eligible uses. It is non-inclusive of all eligible uses listed in Section 35.6, and 
may not include eligible uses that the City of Oakley may wish to include in any 
programs or services provided using their Fiscal Recovery Funds. The Interim 
Final Rule includes considerations for evaluating other potential uses of the Fiscal 
Recovery Funds not explicitly listed. Local governments are encouraged to use 
payments from the Fiscal Recovery Funds to respond to the direct and immediate 
needs of the pandemic and its negative economic impacts and, in particular, the 
needs of households and businesses that were disproportionately and negatively 
impacted by the public health emergency. Within the eligible use categories 
outlined in the Fiscal Recovery Funds provisions of ARPA, local governments have 
flexibility to determine how best to use payments from the Fiscal Recovery Funds 
to meet the needs of their communities and populations.

Ineligible Uses of Funds
Section 35.7 specifically prohibits the use of Fiscal Recovery Funds for deposit 
into any pension fund. In addition, ineligible uses of funds would include 
contributions into any rainy day funds, financial reserves or similar funds. These 
types of contributions would not address the response to the COVID-19 public 
health emergency, as they constitute savings for future spending needs. Other 
ineligible uses include payment of interest or principal on outstanding debt 
instruments, including fees or costs associated with the issuance of new debt; and, 
satisfaction of any obligation arising under or pursuant to a settlement agreement, 
judgment, consent decree, or judicially confirmed debt restructuring plan. The 



purpose of the Fiscal Recovery Funds is to provide fiscal relief that will permit local 
governments to continue to respond to the COVID-19 public health emergency.

City of Oakley Fiscal Recovery Funds
The City of Oakley received a funding allocation of $10,177,190 in Fiscal Recovery 
Funds based on the report issued by the U.S. Department of the Treasury. Section 
603 of the Act provides that payments will be made to local governments in two 
tranches, with the first disbursement in July 2021 and the second tranche being 
paid twelve months after the first payment. Distributing Fiscal Recovery Funds in 
2 tranches ensures that recipients can adapt spending plans to evolving economic 
conditions and that at least some of the economic benefits will be realized in 2022 
or later. There is still considerable uncertainty in the economic outlook and the 
interaction between the Pandemic and the performance of the economy. For these 
reasons, the Department of the Treasury believes it will be appropriate for 
recipients to adapt their plans as the recovery evolves. Non-entitlement cities (such 
as Oakley) receive their ARPA funding allocations through the State of California’s 
Department of Finance. The first payment equal to one half of the City of Oakley’s 
allocation in the amount of $5,088,595 has been received by the City. ARPA 
requires that payments from the Fiscal Recovery Funds be used only to cover 
costs and expenditures incurred by a local government by December 31, 2024. 
ARPA recipients must return any funds not obligated by December 31, 2024 and 
any funds not expended to cover these obligations by December 31, 2026.

The City of Oakley retained HdL ECONSolutions as a consultant to assist the City 
with navigating the complexities of ARPA rules and regulations, as well as to help 
in formulating an effective Economic Recovery Strategy to expend its Fiscal 
Recovery Funds and guide recovery efforts in Oakley. HdL ECONSolutions is 
assisting 11 cities with ARPA support services.   

Use of Fiscal Recovery Funds for General Fund Revenue Loss Incurred by 
the City
ARPA recipients may use payments from the Fiscal Recovery Funds for the 
provision of government services to the extent of the reduction in revenue their 
government experienced due to the COVID-19 public health emergency. Many 
state and local governments are experiencing significant budget shortfalls, which 
can have a devastating impact on communities and their service delivery. Section 
603(c)(1)(C) of the ARPA allows recipients facing budget shortfalls to use 
payments from the Fiscal Recovery Funds to avoid cuts to government services. 
This enables local governments to continue to provide valuable services and 
ensure that budget deficits, tax increases and reductions in public expenditures do 
not continue to delay a city’s broader economic recovery.

In the calculation of loss of revenue, ARPA fund recipients will compute the extent 
of the reduction in general fund revenues by comparing actual revenue (for 2020) 
to a “counterfactual trend” (i.e., Counterfactual Revenue), which represents the 
amount of general revenues the city could have been expected to generate in the 



absence of the Pandemic. The counterfactual trend starts with the last full fiscal 
year prior to the COVID-19 public health emergency (FY 2018/19) and then 
assumes growth at a constant rate in the subsequent years. For purposes of 
measuring revenue growth in the counterfactual trend, ARPA recipients may use 
a growth adjustment of either 4.1 percent per year or the recipient’s average 
annual revenue growth over the three full fiscal years (FY 2016-17, FY2017-18 
and FY2018-19) prior to the COVID-19 public health emergency, whichever is 
higher. 

Following the four-step process to determine the reduction of general fund 
revenues outlined in the Interim Final Rule, it was initially determined the City of 
Oakley’s average annual growth rate in the three years prior to the COVID-19 
pandemic was 7.4%, which is greater than the minimum base growth rate of 4.1% 
allowed in the Interim Final Rule.

The four-step process to determine the extent of a city’s reduction in revenue 
includes:

• Step 1: Identify general revenues collected in the most recent full fiscal year
prior to the pandemic, called the Base Year Revenue (i.e., FY 2018-19)

• Step 2: Estimate “Counterfactual Revenue”
• Step 3: Identify Actual Revenue
• Step 4: The extent of the Reduction in Revenue is equal to Counterfactual 
Revenue less Actual Revenue.

The formula provided by the Department of the Treasury for calculating a reduction 
in a recipient’s general revenue equals:

Where:

• Base Year Revenue is the recipient’s general revenue for the most recent 
full fiscal year prior to the COVID–19 public health emergency (FY2018/19)

• Growth Adjustment is equal to the greater of 4.1 percent and the recipient’s 
average annual revenue growth over the three full fiscal years prior to the 
COVID–19 public health emergency (7.4%) represents the City of Oakley’s 
average annual revenue growth);

• n equals the number of months elapsed from the end of the base year to 
the calculation date;

• Actual General Revenue is a recipient’s actual general revenue collected 
during 12-month period ending on each calculation date;

ARPA fund recipients are required to calculate the extent of the reduction in 
revenue as of four points in time: December 31, 2020; December 31, 2021; 
December 31, 2022; and December 31, 2023. Given that the City of Oakley (as do 



most cities in California and around the U.S.) uses a July 1 – June 30 fiscal year, 
the revenue reduction calculation for December 31, 2020 includes the 18 month 
period from July 1, 2019 through December 31, 2020. Upon receiving Fiscal 
Recovery Fund payments, recipients may immediately calculate revenue loss for 
the period ending December 31, 2020.

Table 2 – City of Oakley Revenue Loss Calculation

Growth Rate 0.074
As of: 06/30/2019 12/31/2020

Base year revenue 21,946,310
Counterfactual revenue 24,417,656

Actual Revenue (12 months for 2020) 25,569,049

Extent of Reduction in Revenue none

With the City of Oakley’s average annual growth rate at 7.4%, the Counterfactual 
Revenue is $24,417,656 for 2020. According to ARPA, this is the amount of 
general revenues the City of Oakley could have been expected to generate in 
2020, in the absence of the Pandemic. Actual general fund revenues for calendar 
year 2020 was $25,569,049. This means that the City of Oakley did NOT
experience a shortfall in general revenues for the period ending December 31, 
2020 due to the COVID–19 public health emergency.  This was primarily due to 
the large increase in development of single-family and commercial projects within 
the City.

Ideas for Uses of Fiscal Recovery Funds
Local governments are encouraged to use payments from the Fiscal Recovery 
Funds to respond to the direct and immediate needs of the pandemic and its 
negative economic impacts and, in particular, the needs of households and 
businesses that were disproportionately and negatively impacted by the public 
health emergency.

Ideas for possible projects and/or programs for the City of Oakley to consider 
include, but are not limited to, the following:



• Small Business Emergency Relief Grants (e.g., local businesses and non-
profits meeting minimum criteria that are able to demonstrate economic 
hardship would be eligible to receive grants to be used towards paying 
business rent, utilities, payroll or other operating costs.  Re-payment not 
required)

• Assistance to local restaurants to enhance outdoor dining facilities
• Childcare and afterschool programs (Coco Kids, other non-profits, etc…)
• ERP Software Upgrade (improves efficiencies of staff and service delivery 

to the public) 
• Matching funds community gift card program – launch a community gift card 

program and offer BOGO cards as a promotion (e.g., buy a $50 card and 
receive a bonus $50 card).  The Yiftee gift card platform is currently being 
used in local communities in Northern California such as Fremont, 
Cupertino, Pleasanton, Livermore, Concord, Benicia, Selma and Newark.

• Job training or job placement (restaurants especially are challenged in 
finding employees to hire).

• Food assistance, affordable housing and housing assistance (local food 
assistance programs and Shelter Inc-housing vouchers) 

• Storm water improvements (can add capacity but also needs to provide 
water quality component)

• Upgrades of city owned properties to ensure COVID-19 protection and 
enhancements with health and safety protocols for COVID-19 avoidance.

Please note that in considering and evaluating possible projects and programs to 
be funded through the SLFRF program, ARPA recipients (and the HdL consultant) 
must carefully review the U.S. Treasury’s Interim Final Rule, follow up guidance 
and reporting responsibilities in establishing uses that are eligible and appropriate 
for funding with the ARPA. 

Next Steps
Public Input: the use and implementation of the Fiscal Recovery Funds reflects the 
importance of public input, transparency, and accountability. The Interim Final Rule 
establishes certain regular reporting requirements, including requiring local 
governments to publish information regarding uses of Fiscal Recovery Funds 
payments in their local jurisdiction. These reporting requirements reflect the need 
for transparency and accountability, while recognizing and minimizing the burden 
for local governments. Department of the Treasury urges local governments to 
engage their constituents and communities in developing plans to use these 
payments, given the scale of funding and its potential to catalyze broader 
economic recovery and rebuilding.

Business Needs Survey: Undertaking a Business Needs Survey will help facilitate 
the negative impacts that local businesses have experienced, as well as explore 
ARPA funding possibilities. The use of a Business Needs Survey will help 
ascertain the recovery needs of local businesses, along with helping with 



community engagement. A Business Needs Survey is attached and staff is seeking 
direction to proceed with launching the survey. 

Timeline for ARPA-Fiscal Recovery Funds Implementation:

July/August 2021 – Receive ARPA funds from the State of California, calculate 
possible revenue loss and explore possible ARPA programs and projects

September 14, 2021 – City Council Meeting on ARPA including possible uses for 
ARPA funding

September/October 2021 – Undertake Business Needs Survey and public 
engagement for exploring possible uses of ARPA funds

November 9, 2021 – City Council provides policy direction in formulating ARPA 
Strategy for distribution of ARPA funds

December 2021 – Staff provides updates to City Council and reports to 
Department of the Treasury on 1st tranche of ARPA funding

Fiscal Impact
There is no fiscal impact related to this work session discussion. 

Recommendation 
No action required at this time.

Attachments
1. Slideshow
2. Business Recovery Survey


