
ELIGIBILITY AND JUSTIFICATION LANGUAGE1

INTERIM FINAL RULE - CORONAVIRUS STATE AND LOCAL FISCAL RECOVERY FUNDS

This document provides eligibility and justification language for Axon products and services under the 

American Rescue Plan Act of 2021 (“ARPA”) based on an interim final rule entitled Coronavirus State and 

Local Fiscal Recovery Funds, proposed by the US Department of the Treasury (“Treasury”) on May 17, 

2021.2 The 60-day comment period on the interim final rule ends on July 16, 2021.

The interim final rule implements statutory conditions on the eligible uses of the Fiscal Recovery 

Funds grants, and addresses the payment of those funds, the reporting on uses of funds, and potential 

consequences of ineligible uses.

/ STATUTORY AUTHORITY FOR FISCAL RECOVERY FUNDS (“FRF”) 
Section 9901 of ARPA amended Title VI of the Social Security Act (the “Act”) to add section 602, 

which establishes the Coronavirus State Fiscal Recovery Fund, and section 603, which establishes the 

Coronavirus Local Fiscal Recovery Fund (together, the “Fiscal Recovery Funds”). The Fiscal Recovery Funds 

are intended to provide support to state, local, and tribal governments (together, recipients) 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 expand the support provided to these governments 

over the last year, including through the Coronavirus Relief Fund (CRF).

/ APPLICABLE ELIGIBLE USE OF FUNDS CATEGORY
ARPA established four eligible use of funds categories. Axon’s products and services fall under  

ARPA’s Eligible Use Category 3: provide government services to the extent of eligible governments’ 

revenue losses.3

Section 602 and section 603 contain the same eligible uses; the primary difference between the two 

sections is that section 602 establishes a fund for States, territories, and Tribal governments and section 

603 establishes a fund for metropolitan cities (population of 50,000 or greater), non-entitlement units 

(NEUs) of local government (cities with a population of less than 50,000), and counties.  

1The information provided herein is publicly available, is provided for general informational purposes, and does not, and is not intended to, 
constitute legal advice. Please contact your attorney to obtain advice with respect to any particular legal matter. 
2Coronavirus State and Local Fiscal Recovery Funds. 86 Fed. Reg. 26786 (proposed May 17, 2021) (to be codified at 31 CFR Part 35). See 86 Fed. Reg. 26786.
3American Rescue Plan Act of 2021, §§ 602(c)(1)(C) and 603(c)(1)(C).
4Coronavirus State and Local Fiscal Recovery Funds. 86 Fed. Reg. 26786 (proposed May 17, 2021) (to be codified at 31 CFR Part 35). See 86 Fed. Reg. 26787.
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/ GOVERNMENT SERVICES AS DEFINED BY ARPA INCLUDES PUBLIC SAFETY
Sections 602(c)(1)(C) and 603(c)(1)(C) of the Act provide recipients with broad latitude to use the Fiscal 

Recovery Funds for the provision of government services. Government services can include, but are 

not limited to, maintenance or pay-go funded building of infrastructure, including roads; modernization 

of cybersecurity, including hardware, software, and protection of critical infrastructure; health services; 

environmental remediation; school or educational services; and the provision of police, fire, and other 
public safety services.5

/ NO STATE CONDITIONS ON FRF FUNDS TO LOCAL GOVERNMENTS
The Treasury will disburse Fiscal Recovery Funds directly to counties and metropolitan cities (i.e., cities with 

a population of 50,000 or greater). Section 603 requires Treasury to allocate and pay Fiscal Recovery Funds 

to the States and territories and requires the States and territories to distribute Fiscal Recovery Funds to 

cities with a population less than 50,000 (i.e., Non-Entitlement Units (“NEUs”)) based on population within 

30 days of receipt unless an extension is granted by the Secretary of the Treasury. Because the statute 

requires States and territories to make distributions based on population, states and territories may not 
place additional conditions or requirements on distributions to NEUs, beyond those required by ARPA 

and Treasury’s implementing regulations and guidance.6

/ FRF ELIGIBILITY DATE - BEGINNING
The interim final rule permits funds to be used to cover costs incurred beginning on March 3, 2021.7

/ FRF ELIGIBILITY DATE - END
Treasury is interpreting the requirement in section 602 and section 603 that costs be incurred by 

December 31, 2024, to require only that recipients have obligated the Fiscal Recovery Funds by

such date.8

/ DISBURSEMENTS IN TWO TRANCHES TO LOCAL GOVERNMENTS AND CERTAIN STATES
Section 603 of the Act provides that the Treasury will make payments to local governments in two tranches, 

with the second tranche being paid 12 months after the first payment. In addition, section 602(b)(6)(A)

(ii) provides that Treasury may withhold payment of up to 50 percent of the amount allocated to each 

State and territory for a period of up to 12 months from the date on which the state or territory provides its 

certification to the Secretary of the Treasury.

The Secretary has determined to provide in this interim final rule for withholding of 50 percent of the 

amount of Fiscal Recovery Funds allocated to all States (and the District of Columbia) other than those with 

an unemployment rate that is 2.0 percentage points or more above its pre-pandemic (i.e., February 2020) 

level. For the list of states, see Coronavirus State Fiscal Recovery Fund Split Payments to State Governments. 

US Treasury. May 10, 2021. 

5See id. 86 Fed. Reg. 26801.
6See id. 86 Fed. Reg. 26814.
7See id. 86 Fed. Reg. 26811.
8See id. 86 Fed. Reg. 26811.
9See id. 86 Fed. Reg. 26812.


