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April 21, 2021 
 
To: Senator Cathy Breen, Chair 
 Representative Teresa Pierce, Chair 
 Members of the Joint Standing Committee on Appropriations and Financial Affairs 
 
From: Kirsten LC Figueroa, Commissioner 
 Department of Administrative and Financial Services (DAFS) 
 
Re: Additional Information for LD 1507 An Act To Establish a Local Fiscal Recovery Funds 

Program and Allocation 
 
 
LD 1507 requests that the Legislature create a new program and establish allocation authorizing the 
distribution of the Local Fiscal Recovery Funds included in the American Rescue Plan of 2021 (PL 117-
2, Section 9901, Sec. 603).    
 
The American Rescue Plan of 2021 (PL 117-2, Section 9901, Sec. 603) includes $130 billion nationwide 
for local governments available through the Local Fiscal Recovery Fund.  The Local Fiscal Recovery 
Fund includes funding for three categories: metropolitan, counties, and other municipalities referred to as 
non-entitlement.  The total amount estimated for Maine is $493,973,030:  $118 million to metropolitan; 
$260.7 million to counties; and, $115.2 million to non-entitlement.  Current information is that funds will 
flow either direct from the federal government to the entity (metropolitan and county) or from the federal 
government to the state to the entity (non-entitlement).   
 
This request identifies allocation in fiscal years 2021, 2022, and 2023.  Language in Section 603 indicates 
that the amounts associated with Metropolitan Cities and Counties will be made directly by the Secretary 
of the U.S. Treasury.  Amounts identified for non-entitlement units of local government will be provided 
to States for distribution.  Initial payments of 50% for each of the three categories of local funding are to 
be made by the federal government within 60 days of enactment of the American Rescue Plan. Based on 
this statement, we expect the first payment to be received by May 10, 2021. The remaining 50% may be 
paid no sooner than 12 months after the first payment.   
 
According to Section 603(b)(C)(i) funds shall be distributed to the local governments (by the State) 
within 30 days of their receipt. Assuming receipt from the federal government on May 10, 2021, this 
would be by June 9, 2021.  The State may request an extension of an additional 30 days if this 
requirement creates an excessive administrative burden. 
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Department of Administrative and Financial Services 
American Rescue Plan Act of 2021 – Local Fiscal Recovery Funds (NEW) 
 
Provides one-time allocation necessary to distribute the Local Fiscal Recovery Funds authorized 
in the American Rescue Plan Act of 2021.  
 
Federal Expenditures Fund - ARP 
FY21 - $246,986,515 
FY22 - $246,986,515 
FY23 - $500 

 
The suggestion includes ‘one-time’ in the blippie so this does not become a baseline amount for the 2024-
2025 biennium.  By passing LD 1507, the intent is that the total combined allocation $493,973,030 for 
fiscal year 2020-21 and fiscal year 2021-22 represents the estimated maximum total amounts to be 
distributed to the 3 categories of local governments covered by the local fiscal recovery fund.  The 
maximum is included because while it is expected that metropolitan and county funds will be provided 
directly to those entities by the federal government, it is possible these funds could be provided to the 
state for distribution.  The allocation in fiscal year 2022-23 allows for the expenditure of any remaining 
funds that may carry into that fiscal year.  The Department of Administrative and Financial Services may 
adjust allotments by financial order to conform to guidance put forth by the federal government regarding 
the local fiscal recovery funds. 
 
Failure to create this program and allocation before June 9, 2021 will impede Maine’s ability to timely 
distribute the Local Fiscal Recovery Funds as established in the American Rescue Plan Act 2021. 
 
Below is some information about the Local Fiscal Recovery Fund.   
 
Local Fiscal Recovery Fund 
 
The following provisions govern the local share of funds, which total $130.2 billion. As with the state 
portion, funding is available for costs incurred through December 31, 2024.  

 
Metropolitan cities. The $45.57 billion ($118 million estimated for Maine) earmarked for metro cities 
follows the Community Development Block Grant (CDBG) entitlement formula, substituting “all 
metropolitan cities” for “all metropolitan areas” in the formula’s application. 

 
Non-entitlement funds. The $19.53 billion ($115.2 million estimated for Maine) for non-entitlement 
local governments will be paid to states based on each state’s relative share of the non-entitlement 
population of all states. 

• Within 30 days of receiving funds, a state must distribute funds to non-entitlement units 
of local government based on relative shares of the state’s non-entitlement population. 
Extensions are available.  

• Assistance to a non-entitlement unit of local government may not exceed 75% of the 
most recent budget for that government as of January 27, 2020. Any undistributed funds 
stemming from this provision must be returned to the federal government.  

• If state payments are not made within 120 days (or later if so authorized by an extension), 
any undistributed funds become state debt owed to the federal government, paid from the 
state allocation. 
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Direct county payments. The final $65.1 billion ($260.7 million estimated for Maine) is paid directly to 
counties, allocated by relative population, with a hold-harmless provision for urban counties to ensure 
they receive at least as much as they would under the CDBG formula. For counties that are not units of 
general local government, funds will go to the state, which will distribute them to the local governments 
in the county based on relative population. The District of Columbia receives an allocation from this 
portion of funding. 

 
U.S. Treasury has not yet provided formal guidance regarding the use and reporting of funds.  Below is a 
brief summary on allowable uses from the law: 

 
Permissible uses for costs incurred through December 31, 2024: 
 

• Respond to the COVID-19 public health emergency and cover costs related to it, 
including assistance to households, small businesses, non-profits, and affected industries 
such as tourism, travel, and hospitality. 

• Provide premium pay (up to $13 per hour in addition to base pay, up to a $25,000 cap) 
to state, territory, or tribal government workers who perform essential work during the 
public health emergency, or provide grants to employers with employees who perform 
essential work (defined as work needed to maintain continuity of operations of critical 
infrastructure and other sectors designated by the governor as critical to protect the health 
and well-being of residents). 

• Provide government services to the extent of lost revenue from the public health 
emergency, relative to revenues in the fiscal year prior to the pandemic. 

• Make investments in water, sewer, or broadband infrastructure. 

Funds may not be used to: 

• Reduce taxes directly or indirectly between March 3, 2021, and the last day of the fiscal 
year in which all funds received have been spent or returned. 

• Make payments to pension funds. 

The legislation requires grantees to submit periodic reports on the use of funds, including any tax 
modifications.  
 
States and territories are required to repay any funds whose use does not comply with the uses and 
restrictions specified above.  
 
DAFS Process (based on what we know now) 
 
Based on the few specifics in the federal law, DAFS is establishing a process whereby: 
 
• Develop communication/coordination plan with the municipalities; 

• Non-entitlement entities will attest and certify their budget as of January 27, 2020; 

• DAFS determines allowable amount of funding: not more than 75% of budget as of January 27, 2020; 

• DAFS processes payment equal to 50% of allowable amount as outlined above; 

• DAFS queues remaining 50% payment, which may be paid no sooner than 12 months after the first 
payment; 
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• DAFS returns any undistributed funds - the difference between the estimated allocation and the 
allowable amount of 75% of budget as of January 27, 2020 - to the federal government; 

• DAFS completes any auditing, reporting, and reconciliation as required.  Guidance on these components 
has not yet been finalized and is expected to come from U.S. Treasury before the May 2021 distribution 
date. 

Examples: 
 
Given what we currently know, the following is an example of “Town A”.   
 
• Their allocation per federal estimate is $1,000,000 
• The town attests and certifies their budget as of January 27, 2020 to be $800,000 
• This means the allowable amount of Local Fiscal Recovery Funds is 75% of the $800,000, or $600,000 
• DAFS to process first payment of $300,000 by June 9, 2021 
• DAFS to queue second payment of $300,000 for no sooner than June 9, 2022 
• DAFS to return difference between estimated and allowable (in this example $400,000) to federal 
government 
• Town A will provide whatever is needed for DAFS to comply with audit, reporting, and reconciliation 
requirements prescribed by U.S. Treasury. 
 
Town “B”  
• Their allocation per federal estimate is $1,000,000 
• The town attests and certifies their budget as of January 27, 2020 to be $1,500,000 
• This means the allowable amount of Local Fiscal Recovery Funds is 75% of the $1,500,000, or 
$1,125,000.  This exceeds the allowable allocation; therefore, the amount will be the $1,000,000. 
• DAFS to process first payment of $500,000 by June 9, 2021 
• DAFS to queue second payment of $500,000 for no sooner than June 9, 2022 
• DAFS to return difference between estimated and allowable (in this example $0) to federal government 
• Town B will provide whatever is needed for DAFS to comply with audit, reporting, and reconciliation 
requirements prescribed by U.S. Treasury. 
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