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Webinar 1/27/2022 – Questions and Answers


1. If my allocation was under $10 million, please confirm if I should continue my broadband infrastructure project using the relevant infrastructure Expenditure Category, or if I should switch to the Revenue Replacement category.
Under the Final Rule, published in January 2022, Treasury is assuming a standard allowance of $10 million for revenue replacement for all recipients. This means that all LFRF money received by your town may be assigned to the “Revenue Replacement” category. In other words: 
· You no longer need to calculate revenue loss
· All your LFRF funds can be spent on the provision of any normal government service, unless Treasury has stated that an expense is explicitly unallowed. 

Treasury has noted that, in general, “government services” include most services provided by local governments. If it’s a normal cost of operating your town/village/city/county, it is likely in the category of “government services” and an allowable use of your LFRF funds. You may be able to consider the broadband infrastructure project to meet this definition as it is a cost that would normally be paid for with your local budget. 
	
We highly recommend that you categorize this project under ‘Revenue Replacement’ as Treasury reporting requirements for this project will be much easier when compared with those for the infrastructure expenditure category.

2. Where can I find the slides, webinar recording and Uniform Guidance Desk Reference?
Please find the following documents embedded below (also available on GOFERR’s webpage):
1. Webinar Slide Deck


2. Webinar Recording Link
https://attendee.gotowebinar.com/recording/3809644383698693634
3. Uniform Guidance Desk Reference


3. I represent a small town that received under $40,000 in LFRF funds. What can’t I spend this money on?
Please find the list of prohibited uses of SLFRF dollars below:
· Recipients may not fund capital projects funded with borrowed money (e.g., a loan or bond). All capital projects funded with LFRF money must be paid with “cash-on-hand”
· Recipients may not pay down debt or pay interest on debt with LFRF money
· Recipients may not deposit LFRF money into pension funds
· Recipients may not use LFRF money to offset a reduction in net tax revenue resulting from a change in law, regulation, or administrative interpretation (note that this restriction applies only to State and Territory governments).
· Recipients may not use LFRF money to undermine COVID-19 mitigation practices in line with CDC guidance and recommendations
· Recipients may not use LFRF money for any settlements and judgements
· Recipients may not use LFRF money in violation of the Award Terms and Conditions or conflict of interest requirements under the Uniform Guidance

4. If a town has a capital project lined up and has quite a bit of cash on hand, it appears that the LFRF money could be used to supplement the cash on hand.  If so, does the project have to be completed within a certain time frame?
LFRF money can be used to supplement cash on hand to fund capital projects.
If you are planning to utilize LFRF money to fund any project, funds must be used for costs incurred on or after March 3, 2021. Further, costs must be obligated by December 31, 2024, and expended by December 31, 2026. 
These timeframes only apply to the LFRF portion of your intended project. If you estimate that the entire project may only be completed after 12/31/2026, you should provide evidence indicating that the LFRF funds were obligated and expended by 12/31/2024 and 12/31/2026 respectively, and that the remainder of the project was completed using the town’s funds.

5. Will we be sent forms for quarterly reporting?
GOFERR and Guidehouse will be providing reporting support for recipients prior to the April 30th, 2022, Project and Expenditure Report deadline. Such support is likely to come in the form of a webinar on the topic in advance of the deadline, additional guidance materials, and any forms the State is made aware of for reporting purposes. 
However, each NEU should watch and look for any guidance that U.S. Treasury may send directly to you or post on its website, which can be found by clicking here. 
6. Do any expenditures/projects under $10 million require a written justification?
Recipients will be required to produce a written justification for certain premium pay expenditures and for certain capital expenditures. 
Premium Pay
If you have a project categorized as premium pay, the Final Rule requires a written justification to the Treasury describing how the premium pay or grant is “responsive to workers performing essential work during the public health emergency” if the workers do not meet one of the criteria below:
· Eligible worker receiving premium pay is earning (with the premium included) below 150 percent of their residing state or county’s average annual wage for all occupations, as defined by the Bureau of Labor Statistics Occupational Employment and Wage Statistics, whichever is higher, on an annual basis; or
· Eligible worker receiving premium pay is not exempt from the Fair Labor Standards Act overtime provisions.
This should include a description of the essential worker’s duties, health, or financial risks faced due to COVID-19, and why the recipient determined that the premium pay was responsive. Treasury has indicated that they anticipate that recipients will easily be able to satisfy the justification requirement for front-line workers, like nurses and hospital staff.
Capital Projects
Recipients will need to complete a written justification for capital projects that exceed $1 million and must submit that written justification to Treasury for all capital projects that exceed $10 million, as outlined in the table below. The Coronavirus State & Local Recovery Funds: Overview of the Final Rule states the following:
For large-scale capital expenditures, which have high costs and may require an extended length of time to complete, as well as most capital expenditures for non-enumerated uses of funds, Treasury requires recipients to submit their written justification as part of regular reporting.

Please use the following graphic found in the Final Rule Overview (cited above) that more appropriately illustrates the need for a written justification for capital projects.
	If a project has total capital expenditures of
	and the use is enumerated by Treasury as eligible, then
	and the use is beyond those enumerated by Treasury as eligible, then

	Less than $1 million
	No Written Justification required
	No Written Justification required

	Greater than or equal to $1 million, but less than $10 million
	Written Justification required but recipients are not required to submit as part of regular reporting to Treasury
	Written Justification required and recipients must submit as part of regular reporting to Treasury

	$10 million or more
	Written Justification required and recipients must submit as part of regular reporting to Treasury
	



A written justification for capital expenditures will consist of the following:
· Description of the harm or need to be addressed. Recipients should provide a description of the specific harm or need to be addressed and why the harm was exacerbated or caused by the public health emergency. Recipients may provide quantitative information on the extent and the type of harm, such as the number of individuals or entities affected. Coronavirus State & Local Fiscal Recovery Funds: Overview of the Final Rule U.S. Department of the Treasury
· Explanation of why a capital expenditure is appropriate. For example, recipients should include an explanation of why existing equipment and facilities, or policy changes or additional funding to pertinent programs or services, would be inadequate. 
· Comparison of proposed capital project against at least two alternative capital expenditures and demonstration of why the proposed capital expenditure is superior. Recipients should consider the effectiveness of the capital expenditure in addressing the harm identified and the expected total cost (including pre-development costs) against at least two alternative capital expenditures.
The written justification for capital expenditures is required for projects meeting the criteria outlined above regardless of the expenditure category that your project is assigned to.
7. I would like clearer guidance on tax relief and supplantation. Does supplantation apply to municipalities? I understand that the guidance is clear for States and Territories, but does it apply to municipalities?
[bookmark: _GoBack]The Coronavirus State & Local Fiscal Recovery Funds outline the following provision as unallowable for states and territories:
No offsets of a reduction of net tax revenue resulting in a change in state or territory law
Because this provision explicitly relates to states and territories as opposed to all recipients, your municipality may not be limited by the same constraints.
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Webinar Overview
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The webinar is divided into two sections: 

Key provisions for those that received less than $10 million in LFRF funds

Key provisions for those that received more than $10 million in LFRF funds

At the end of the first section, NEUs are invited to drop off the line as the second half only applies to larger recipients.

Due to the structure of the webinar, we are not doing a formal Q&A at the end of the session. We invite you to post your question into the Question box in the webinar control panel and Guidehouse will deliver written responses for all questions to all attendees.

This webinar is specific to the SLFRF Final Rule and will NOT cover SLFRF reporting requirements. Guidehouse will host a separate reporting webinar for NEUs as the deadline approaches.
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Under the Final Rule, Treasury is employing a standard allowance of $10 million for revenue replacement for all recipients.  This means that all LFRF money up to $10 million can be assigned to the “Revenue Replacement” category.

The Final Rule: 

Incorporates Treasury’s response to comments and recommendations from funding recipients.

Provides increased flexibility in use of Coronavirus State and Local Fiscal Recovery Funds.

Provides a clearer process for considering the eligibility of use cases not outlined in the original guidance.

January 31, 2022

5

On January 6, 2022, Treasury released the SLFRF Final Rule, providing a final set of eligible uses for SLFRF funds.

Overview of the SLFRF Final Rule
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Key Provisions for Awards Up To $10 Million

Revenue Loss and Provision of Government Services

January 31, 2022
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Updates to Replacing Lost Public Sector Revenue – Standard Allowance
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New Standard Allowance for Revenue Loss



Treasury will allow recipients a standard allowance for revenue loss of $10 million. 

If you receive less than $10 million in LFRF, you will not need to perform the revenue loss calculation.





Provision of Government Services Defined 

Treasury clarifies that eligible government services “generally include any service traditionally provided by a government.”

This clarifies the “broad latitude” referenced in the IFR that recipients have in defining these services.
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		Eligibility Considerations		

		(Old) Interim Final Rule (IFR) Guidance		(New) Final Rule (FR) Guidance

		Eligible under Expenditure Category 5.6 – Clean Water: Stormwater.		Now that your entire allocation is eligible under 6.1 Revenue Replacement, where previously you could place this project under Expenditure Category 5.6 or 6.1, we are recommending that you place this under 6.1 because it will make your reporting far easier.




Example – Storm Water Culvert Project
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Prohibited Uses of LFRF

Recipients may not fund capital projects funded with borrowed money. All capital projects funded with LFRF money must be paid with “cash-on-hand”

Recipients may not pay down debt or pay interest on debt with LFRF money

Recipients may not deposit LFRF money into pension funds

Recipients may not use LFRF money to offset a reduction in net tax revenue resulting from a change in law, regulation, or administrative interpretation

Recipients may not use LFRF money to undermine COVID-19 mitigation practices in line with CDC guidance and recommendations

Recipients may not use LFRF money for any settlements and judgements

Recipients may not use LFRF money in violation of the Award Terms and Conditions or conflict of interest requirements under the Uniform Guidance



January 31, 2022
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If you received less than $10 million, your reporting will be significantly easier if you categorize your full LFRF allocation toward ‘Revenue Replacement’ using the new standard allowance.

Any SLFRF eligible expense that is the normal cost of doing town business can be categorized under Expenditure Category 6.1 – Revenue Replacement.

Revenue Replacement has much easier reporting requirements, when compared to other expenditure categories.

Using the revenue replacement category makes reporting easier but does not change the fact that you must comply with Federal Uniform Guidance.



January 31, 2022
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Considerations for Prime Recipients
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Your obligations were in the Awards and Conditions you signed when you accepted the LFRF funds.

Includes Uniform Guidance Administrative Requirements, Cost Principles, and Audit Requirements (2 CFR 200): rules that apply to all federal grant dollars.

Uniform Guidance includes requirements around:

Subrecipient monitoring

Single audit

Procurement

January 31, 2022
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Compliance
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Details on complying with Uniform Guidance can be found in the Uniform Guidance Desk Reference, which is available on the GOFERR website.

January 31, 2022
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Uniform Guidance Desk Reference

If you’re concerned about compliance with federal grant rules, one option would be to use SLFRF funds to cover payroll expenses and then use your payroll budget for other project investments.
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If you received less than $10 million, you do not have submit a Project and Expenditure report until April 30, 2022.

Treasury has indicated that additional guidance will be released before the April deadline.

We will host a reporting webinar for recipients who received less than $10 million closer to the deadline.

January 31, 2022
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April 30th Reporting



In New Hampshire, this is any recipient except:

The State

Belknap County

Cheshire County

Grafton County

Hillsborough County

Manchester

Merrimack County

Nashua

Portsmouth

Rockingham County

Strafford County
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Recipients of less than $10 million can drop from the line.

Reminder: If you have a question, please post it in the question box in your control panel. Guidehouse will release written responses to all questions after the webinar.

January 31, 2022
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Key Provisions for Awards Greater Than $10 Million

Additional Changes

January 31, 2022



©2021 Guidehouse Inc. All rights reserved. Proprietary and competition sensitive. For internal use only.



©2021 Guidehouse Inc. All rights reserved. Proprietary and competition sensitive. For internal use only.

January 31, 2022

16

Methods for Determining Revenue Loss

Standard allowance of $10 million

Formula-based revenue loss calculation

Recipients can choose the option that offers them the greatest benefit.

Either method offers the same broad definition of the provision of government services and allows for easier reporting.

You must pick a method in your January 31 report however, you will be able to change that method in your April 30 report. 

After your April 30 designation, you cannot change your selected method.



OR
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Updates to Replacing Lost Public Sector Revenue – Formula Based

January 31, 2022
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Under the Final Rule, recipients must exclude revenue impacts due to tax changes that are adopted after January 6, 2022, meaning tax increases will not impact recipients lost revenue calculation



Revenue Totals Must Be Adjusted for Tax Changes







Changes to Definition of General Revenue

The definition of General Revenue has been expanded to include revenue from utilities and publicly operated liquor stores in revenue loss calculations. 





Minimum counterfactual growth rate increased from 4.1% to 5.2%.

This more generous formula will increase the amount of revenue loss that can be claimed by recipients.



More Generous Revenue Loss Formula





Revenue loss must be calculated at four distinct points in time – these can now be recipients’ fiscal year end, reducing financial error and workload associated with reporting.



Can Now Be Calculated at Fiscal Year End





The Government Finance Officers Association (GFOA) has developed a revenue loss calculator that can help in determining your formula-based revenue loss in compliance with the Final Rule.
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For any funds over $10 million or your calculated revenue loss…

January 31, 2022
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		Category		Change 

		Responding to Public Health and Economic Impacts		Clearer definitions of who is an eligible beneficiary of assistance (including low- and moderate-income definition) and eligible forms of assistance
Allows categorical eligibility (Medicaid/SNAP/TANF) for some federal programs
Broader uses and more flexibility in providing public sector employment support

		Premium Pay		Expanded list of sectors and occupations eligible for premium pay

		Water and Sewer Infrastructure		Broadened eligibility of projects (including stormwater infrastructure, residential wells, lead remediation, and certain rehabilitations of dams and reservoirs)

		Broadband Infrastructure		Broadened eligibility – now includes cybersecurity investments
New low-income subsidy requirement for projects serving households

		Other New Themes		Reorganization of guidance with clearer framework for eligibility under each statutory use
Framework for evaluating eligible uses beyond those listed in the guidance
Eligibility criteria for capital projects



Top Line Changes from the IFR to the Final Rule
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Updates to Responding to Public Health and Economic Impacts of COVID-19 (1/4)

January 31, 2022
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The Final Rule provides examples of eligible beneficiaries by category (households, communities, small businesses, and nonprofits). In addition, the Final Rule outlines examples of eligible forms of assistance for each of these beneficiaries.

The Final Rule also provides a definition of low- or moderate-income households and communities that Treasury presumes were negatively impacted by the pandemic and provides a tool to assist with determinations on its website:

“Low- or moderate-income households and communities are those with (i) income at or below 300 percent of the Federal Poverty Guidelines for the size of the household based on the most recently published poverty guidelines or (ii) income at or below 65 percent of the area median income for the county and size of household based on the most recently published data.”
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Updates to Responding to Public Health and Economic Impacts of COVID-19 (2/4)

January 31, 2022
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In addition to households residing in Qualified Census Tracts, low-income households may now be presumed to be disproportionately impacted by the pandemic (and therefore are eligible for a wider range of services). 

The Final Rule also provides a criteria for determining if an industry outside of the travel, tourism or hospitality sectors is considered to have been “impacted” by the pandemic and its negative economic effects and therefore eligible to receive assistance:

If the industry is outside the travel, tourism, or hospitality sectors, the industry is impacted if:

The industry experienced at least 8 percent employment loss from pre-pandemic levels, or 

The industry is experiencing comparable or worse economic impacts as the national tourism, travel, and hospitality industries as of the date of the final rule, based on the totality of economic indicators or qualitative data (if quantitative data is unavailable), and if the impacts were generally due to the COVID-19 public health emergency.
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Updates to Responding to Public Health and Economic Impacts of COVID-19 (3/4)

January 31, 2022

22

The Final Rule also allows for categorical eligibility for certain other federal programs, which means that recipients may presume that households eligible for these other programs also meet the definition of “impacted” or “disproportionately impacted” for SLFRF.

If the industry is outside the travel, tourism, or hospitality sectors, the industry is impacted if:

 The industry experienced at least 8 percent employment loss from pre-pandemic levels, or 

The industry is experiencing comparable or worse economic impacts as the national tourism, travel, and hospitality industries as of the date of the final rule, based on the totality of economic indicators or qualitative data (if quantitative data is unavailable), and if the impacts were generally due to the COVID-19 public health emergency.



		Households that qualify for the following programs will be recognized as…		

		“Impacted”		“Disproportionately Impacted”

		Children’s Health Insurance Program (CHIP) 		Temporary Assistance for Needy Families (TANF) 

		Childcare Subsidies through the Child Care and Development Fund (CCDF) Program 		Supplemental Nutrition Assistance Program (SNAP) 

		Medicaid 		Free and Reduced-Price Lunch (NSLP) and/or School Breakfast (SBP) programs 

		National Housing Trust Fund (HTF), for affordable housing programs only 		Medicare Part D Low-income Subsidies Supplemental Security Income (SSI) 

		Home Investment Partnerships Program (HOME), for affordable housing programs only 		Subsidies Supplemental Security Income (SSI) 

				Head Start and/or Early Head Start 

				Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) 

				Section 8 Vouchers 

				Low-Income Home Energy Assistance Program (LIHEAP) 

				Pell Grants 
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Updates to Responding to Public Health and Economic Impacts of COVID-19 (4/4)

January 31, 2022
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Recipients are also given greater flexibility in how funds can be used to support public sector employment. Eligible uses include:

Providing funding for employees who experienced pay reductions or were furloughed (minus any unemployment benefits received)

Maintaining current compensation levels (with adjustments for inflation) to prevent layoffs

Providing worker retention incentives, including “reasonable” increases in compensation (<10% of base pay for a group or <25% for an individual)

Administrative costs associated with eligible hiring, support and retention programs



Recipients using SLFRF funds to restore and support public sector employment* may now pay for payroll and covered benefits associated with increasing budgeted FTEs up to 7.5% above pre-pandemic baseline

Note: additional analysis is needed to justify exceeding the baseline.



*Note: Treasury has reorganized several uses under a new sub-category titled “restore and support public sector employment,” which is inclusive of eligible expenses under the previous “rebuilding public sector capacity.”
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Updates to Premium Pay

The Final Rule provides an expanded list of sectors and occupations that are considered eligible for premium pay:

January 31, 2022
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Updates to Water and Sewer Infrastructure

The Final Rule broadens eligibility to include additional types of projects beyond CWSRF and DWSRF, if they meet certain criteria outlined by Treasury:

January 31, 2022
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The Final Rule also clarifies that recipients are required to assess cost-effectiveness of projects for the creation of new drinking water systems, dam and reservoir rehabilitation projects, or projects for the extension of drinking water service to meet population growth needs. 







©2021 Guidehouse Inc. All rights reserved. Proprietary and competition sensitive. For internal use only.

Updates Broadband Infrastructure

Broadens Uses Deemed Eligible to Include Cybersecurity Investments:

SLFRF may be used for modernization of cybersecurity for existing and new broadband infrastructure, regardless of their speed delivery standards. This includes modernization of hardware and software.

January 31, 2022
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New Low-Income Subsidy Requirement: 

For a Broadband project that provides service to households, the Final Rule specifies that recipients must require the service provider to provide access to low-income subsidy programming, either by:

Participating in the FCC’s Affordable Connectivity Program (ACP)

Providing access to a broad-based affordability program to low-income consumers that provides benefits commensurate to ACP







©2021 Guidehouse Inc. All rights reserved. Proprietary and competition sensitive. For internal use only.

NEW: Steps for Evaluating Eligibility of Uses Beyond Those Listed in Guidance
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Define Beneficiaries: Eligible uses must either target those “impacted” directly by the pandemic and its negative economic consequences or those “disproportionately impacted” who experience disproportionate public health or economic outcomes from the pandemic. 

Develop a Reasonable and Proportional Response: Eligible uses must be reasonably designed to benefit the individual or class that experienced the impact. They must also be related and reasonably proportional to the extent and type of impact experienced.

For disproportionately impacted communities, interventions that address broader pre-existing disparities that contributed to more severe health and economic outcomes during the pandemic are allowed.
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The Final Rule clarifies that recipients may use funds for capital expenditures that respond to the public health and negative economic impacts of the pandemic, including building affordable housing, childcare facilities, schools, hospitals (see appendix for full list).

Any use of funds in this category for a capital expenditure must comply with the capital expenditure requirements (see chart below), in addition to other standards for uses of funds.

























NEW: Capital Expenditures

January 31, 2022
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Considerations for Prime Recipients

In light of the new guidance, we recommend revisiting eligibility determinations previously made in order to ensure compliance with the new rule, particularly for projects that will continue beyond April 1, 2022.

Prime recipients may also want to proactively communicate with stakeholders, subrecipients and beneficiaries regarding updates in the Final Rule and implications for SLFRF-funded programs.

In addition, Treasury has indicated an FAQ for the Final Rule will be forthcoming; we expect this will provide additional information and clarification on key provisions.

January 31, 2022
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We do not currently know whether or not projects that began before April 1, 2022 will have “grandfathered” eligibility. We are hopeful that Treasury will release guidance on this.
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Your Guides

		Hillary Thompson
Director
hthompson@guidehouse.com


		Gabriela Fowler
Senior Consultant
gfowler@guidehouse.com


		Siddharth Ramachandran
Consultant
sramachandran@guidehouse.com




January 31, 2022
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OMB Approved No. 1505-0271
Expiration Date: November 30, 2021

U.S. DEPARTMENT OF THE TREASURY
CORONAVIRUS STATE AND LOCAL FISCAL RECOVERY FUNDS

Recipient name  and _ address: | DUNS Number: [Recipient (o provide]

[Recipient to provide] Taxpayer Identification Number: [Recipient to
provide]

Assistance Listing Number: 21.027

Sections 602(b) and 603(b) of the Social Security Act (the Act) as added by section 9901 of the
American Rescue Plan Act, Pub. L. No. 117-2 (March 11, 2021) authorize the Department of the
Treasury (Treasury) to make payments to certain recipients from the Coronavirus State Fiscal
Recovery Fund and the Coronavirus Local Fiscal Recovery Fund.

Recipient hereby agrees, as a condition to receiving such payment from Treasury, to the terms
attached hereto.

Recipient:

Authorized Representative:
Title:

Date signed:

U.S. Department of the Treasury:
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		State of New Hampshire 



		Desk Reference for New Hampshire Recipients of Local Fiscal Recovery Funds: Complying with Federal Uniform Guidance 

New Hampshire Governor’s Office for Emergency Relief and Recovery











The purpose of this desk reference is to summarize federal Uniform Guidance requirements[footnoteRef:2] that are applicable to New Hampshire local governments that received Coronavirus Local Fiscal Recovery Funds (LFRFs) as established by the American Rescue Plan Act (ARPA). The scope of this desk reference does not cover other ARPA funding streams such as the Capital Projects Fund that classify NEUs solely as subrecipients and not prime recipients of funds.  [2:  To access the complete guidance, copy and paste this link into your web browser: https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200?toc=1 ] 






Last updated: January 25, 2022






Table of Contents
Definitions and Background	3
What is a Non-Entitlement Unit of Government (NEU)?	3
What is a Prime Recipient?	3
What is a Subrecipient?	3
What is a Contractor?	3
What is a Beneficiary?	3
How to Determine a Subrecipients vs. Contractors vs. Beneficiaries	3
What is Uniform Guidance (2 CFR 200), and how does it apply to the LFRF funds?	5
How can an NEU Prime Recipient spend the LFRF funds?	8
If NEUs choose to provide a subgrant to a subrecipient, NEUs must:	9
Evaluate the subrecipient:	9
Create a Subgrant Award Agreement:	9
Monitor the subrecipient:	9
Intervene, If Necessary:	9
If NEUs choose to enter into contracts, NEUs must:	10
Follow all federal and local procurement rules:	10
Create a Federally Compliant Contract (Appendix II to 2CFR 200)	12
If NEUs decide to establish a beneficiary program	14
Best Practices	14





[bookmark: _Toc85131134][bookmark: _Toc85441993]Definitions and Background 

[bookmark: _Toc85131135][bookmark: _Toc85441994]What is a Non-Entitlement Unit of Government (NEU)?

Non-entitlement units of government (NEUs) are local governments typically serving populations of less than 50,000.[footnoteRef:3] A New Hampshire local city/town government meeting this population threshold that has received Coronavirus Local Fiscal Recovery Funds (LFRFs) is an NEU.  [3:  Defined in section 603(g)(5) of the Social Security Act, as added by section 9901 of the American Rescue Plan Act of 2021.] 


[bookmark: _Toc85131136][bookmark: _Toc85441995]What is a Prime Recipient?

A prime recipient is an organization that receives grant funding directly from a grantor (such as the federal government). Prime recipients are responsible for ensuring that the grant funding they receive is used appropriately and following grant guidelines provided by the grantor. Even though NEUs received their funding from the state, for the purposes of Coronavirus Local Fiscal Recovery Funds (LFRFs), they are considered a prime recipient.



[bookmark: _Toc85131137][bookmark: _Toc85441996]What is a Subrecipient?

In some cases, a prime recipient will choose to pass all or a portion of the grant funds they received on to another organization for them to carry out the “mission of the money” by administering a project or program on behalf of the prime recipient. Such a project or program must meet an eligible use of the funding. An example of this might be when one or many prime recipient(s) make a grant to a non-profit housing entity, and the non-profit housing entity uses that funding to build affordable housing for COVID-19 impacted families (such as low-income families, who are presumptively considered to be impacted by COVID-19). Subrecipient is the official term given to organizations that receive this kind of federal grant funding as a subgrant from a prime recipient.[footnoteRef:4]  [4:  It is possible that some NEUs will also receive Coronavirus State Fiscal Recovery Funds (SFRF) from the State of New Hampshire to administer a program or project on behalf of the State (for example, a broadband project). In that case, the NEU would be considered both a prime recipient of LFRF and a subrecipient of the SFRF. If this occurs, your subrecipient agreement with the state will outline your requirements as a subrecipient of the state’s SFRF. For single audit purposes, SFRF and LFRF are considered a single program (SLFRF), and if an NEU provides a subgrant to an entity that also receives a subgrant from the state, those two funding amounts will be combined.] 




[bookmark: _Toc85131138][bookmark: _Toc85441997]What is a Contractor?

Contractor is simply an entity that receives a contract (other than a subaward or subgrant). A contract is a legal instrument by which an NEU would purchase property or services needed to carry out the eligible uses of the LFRF. 

[bookmark: _Toc85131139][bookmark: _Toc85441998]What is a Beneficiary?

If a prime or subrecipient provides funds to an organization or an individual for its/their own use, e.g., business interruption, salaries, weatherization, food assistance etc., those entities/people would typically be considered beneficiaries. 



[bookmark: _Toc85131140][bookmark: _Toc85441999]How to Determine a Subrecipients vs. Contractors vs. Beneficiaries

The table below can help you determine if you have a subrecipient, contractor, or beneficiary relationship with an entity. For-profit and non-profit organizations may be subrecipients, contractors, or beneficiaries, depending on the context. Individuals and families are usually beneficiaries. 





Table 1: Key Attributes of Subrecipients, Contractors and Beneficiaries

		Entity

		Attributes	



		Subrecipient

		· May determine who may be eligible to receive Federal assistance under the program guidelines.

· Has its performance measured in relation to whether objectives of a Federal program were met.

· Has responsibility for programmatic decision-making. 

· In accordance with its subaward agreement (which may be in the legal form of a contract), the subrecipient uses the Federal funds to carry out a program for a public purpose specified in authorizing statute, as opposed to providing goods or services for the benefit of the recipient.

· The subrecipient will not earn a profit under the arrangement.

· The subrecipient is required to contribute cash or in-kind match in support of the subaward.



		Contractor

		· Provides goods and services within normal business operations.

· Provides similar goods or services to many different purchasers.

· Normally operates in a competitive environment.

· Provides goods or services that are ancillary to the operation of the Federal program.

· The entity may earn a profit under the contract.



		Beneficiary

		· Is the end recipient of LFRFs.

· LFRF beneficiaries may include the following[footnoteRef:5]: [5:  In limited cases, a government can be a beneficiary, especially when a government agency provides a service alongside a non-profit or for-profit business (e.g., childcare provided in a school).] 


· Individuals/families

· Small businesses

· Public nonprofit institution/organization (if receiving assistance for eligible uses such as economic support for impacted industries)

· Private nonprofit institution/organization (if receiving assistance for eligible uses such as economic support for impacted industries)







For further assistance in determining if you have a subrecipient, contractor, or beneficiary relationship with an entity, the checklist embedded below walks through a series of questions that can aid in making a judgement about the relationship type.






[bookmark: _Toc85442000]What is Uniform Guidance (2 CFR 200), and how does it apply to the LFRF funds?



The “Uniform Guidance” is the set of federal rules (administrative requirements, cost principles, and audit guidelines) that apply to federal money. Prime recipients and subrecipients are responsible for following Uniform Guidance and agreed to be bound by it when signing their agreements prior to receiving LFRF funds. NEUs are responsible to familiarize themselves with these requirements. In addition, NEUs should review the most up-to-date versions of the Treasury’s guidance on LFRF funding. This guidance can be found on Treasury’s website. Below is a summary of key areas of the Uniform Guidance and Treasury Guidance for NEUs to follow when administering the LFRF. 



Table 2: Summary of Key Areas of Uniform Guidance

		Category 

		Key Points



		Allowable Activities

		The Governor’s Office for Emergency Relief and Recovery (GOFERR) does not have the authority to review or approve NEUs’ uses of LFRFs. Questions may be submitted to the GOFERR Office as needed via the inquiry portal. 

Allowable uses of funds can be found in detail in Appendix I of the SLFRF Compliance and Reporting Guide and are summarized below: 

EC 1: Public Health – Consists of 12 subcategories and covers projects that are taking actions to control spread, support hospitals and health care workers, testing, contact tracing, public health data systems, vaccination programs, health care capacity enhancements, ventilation in congregate settings, etc.

EC 2: Negative Economic Impacts – Consists of 14 subcategories and covers any direct response to COVID or the after-effects of COVID, assistance as a result of a negative impact of COVID, relief for individuals, households, hardest-hit communities, small businesses, as well as aid to impacted industries such as tourism, travel and hospitality (other industries require additional data and justification).  

EC 3: Services to Disproportionately Impacted Communities – Consists of 16 subcategories and covers any response geared towards education assistance, promoting healthy childhood environments, housing support, as well as promoting addressing social determinants of health.

EC 4: Premium Pay – Consists of 2 subcategories and covers premium pay to workers performing essential work during the COVID-19 public health emergency. Remote workers are not eligible for LFRF premium pay. 

EC 5: Infrastructure – Consists of 17 subcategories and covers projects that are making necessary investments in water, sewer, or broadband infrastructure. 

EC 6: Revenue Replacement – Covers 1 subcategory and is for the provision of government services to the extent of the reduction in revenue. If there is no COVID connection and it does not fit into one of the other categories, this is available.    

EC 7: Administrative – Consists of 4 subcategories, 3 of which are relevant to NEUs. Funds may be used for administering the LFRF program, including costs of consultants to support effective management and oversight, including consultation for ensuring compliance with legal, regulatory, and other requirements. 

NEUs should regularly review Treasury’s guidance and materials provided by GOFERR on the NEU assistance website to ensure that funded activities are compliant with the latest version of the grant guidance, which may be updated over time. For more information and guidance about allowable uses of Local Fiscal Recovery Funds and reporting requirements, please see U.S. Treasury’s website.



		Allowable Costs/Cost Principles

		NEUs should ensure that grant spending adheres to the allowable costs/cost principles laid out in the LFRF guidance by Treasury. These principles include the following rules which prime recipients and subrecipients must follow:

· Matching/Pooling Funds: LFRFs may be paired with other funding sources for a given project. Several NEUs or NEUs and Counties may combine funds and work together toward an eligible project. If the state funds joint state/NEU projects, LFRF funds are also likely to be allowed as local matching funds for that state project.

· Audit Costs: LFRFs funds may be used for a “reasonably proportionate” share of the costs of required for federal single audits performed in accordance with the Uniform Guidance (2 CFR Part 200, Subpart F). 

· Administrative Costs: A portion of SLFRF funds may go to direct and indirect administrative costs. Subrecipients should be consistent in their treatment of direct or indirect costs and should not charge the same costs to both categories or to other programs (i.e., no duplication of benefit). 

· Note on Negotiated Indirect Cost Rates (NICRAs): If a subrecipient has an indirect cost rate for federal funding that is approved and current, then the recipient may use its NICRA. If the recipient does not have a NICRA, then administrative costs should not exceed 10 percent of the modified total direct costs according to 2 CFR 200.414(f) (e.g., the de minimis indirect cost rate).

· Salaries and Expenses: SLFRF funds may be used to pay for certain employees’ wages, salaries, and covered benefits. Refer to the SLFRF Final Rule for more detail. 



		

		The following definitions apply to LFRFs:

· Administrative costs may include consultant costs to support effective management and oversight, including consultation for ensuring compliance with legal, regulatory, and other requirements.

· Direct costs include the costs of implementing the LFRF program objectives, such as contract support, materials, and supplies for a project.

· Indirect costs are general overhead costs of an organization where a portion of such costs is allocable to the SLFRF award, such as the cost of facilities or administrative functions like a director’s office.



		Cash Management

		LFRFs may be placed in interest-bearing accounts. If interest is earned from SLFRF funds, that interest does not need to be remitted to Treasury and use of the interest is not limited to the eligible uses laid out by Treasury.



		Equipment and Real Property Management

		NEUs, whether using funds as a prime recipient or subrecipient, should use equipment for the authorized purpose of the LFRF funds during the period of performance from March 3, 2021 and December 31, 2026, or until the property is no longer needed for the project. When the property is no longer needed, the equipment may be used in other activities supported by Treasury, in the following order of priority:

· Activities under ARPA-SLFRF under Treasury, which funded the original program or project, then

· Activities under Federal awards from other Federal awarding agencies. This includes consolidated equipment for information technology systems.



The subrecipient must also make equipment available for use on other projects or programs currently or previously supported by the Federal Government if the use doesn’t interfere with SLFRF projects or programs. 



		Procurement and subrecipients

		NEUs can use their LFRF funds to either issue subgrants or enter into contracts. Additional detailed guidance on how to do this under Uniform Guidance requirements is detailed below in the “How can an NEU Prime Recipient spend the LFRF Funds” section.



NEUs may also directly set up a beneficiary program.



		Period of Performance

		The following timeframes apply to use of the funds:



Timeframe to award (obligate) funds: March 3, 2021- December 31, 2024

Timeframe to expend (liquidate) funds: December 31, 2026



If an NEU has concerns about its ability to spend grant funds within these timeframes, this information must be communicated to GOFERR as early as possible. Grant spending outside of the above timeframes will be considered non-compliant and may result in enforcement actions such as requiring repayment of applicable grant funds to the prime recipient or Treasury. In cases where funds are acquired under prime recipient status through Local Fiscal Recovery Funds, non-executed funds may need to be reimbursed to Treasury. In cases where there is projected underspending by an NEU as a subrecipient, GOFERR may recapture and/or re-allocate funding to another project or eligible use. 





		Recordkeeping Requirements

		Financial records and supporting documents related to the award must be retained for a period of five (5) years after all funds have been expended or returned to Treasury, whichever is later.





		Single Audit

		NEUs, as prime recipients or subrecipients, that expend more than $750,000 in Federal awards during their fiscal year will be subject to an audit under the Single Audit Act and its implementing regulation at 2 CFR Part 200, Subpart F regarding audit requirements. 



		Reporting

		GOFERR will be offering informational webinars and supporting documents to provide your NEU with instructions on how to report programmatic and financial data. This information is necessary in order to be compliant with Treasury reporting requirements and to maintain adequate oversight over subrecipients. Instructions will be provided on whether to report on a cash or accrual basis, which must be reported consistently by SLFRF prime recipients. 



NEUs regardless of prime recipient or subrecipient status should maintain accounting records for compiling and reporting accurate, compliant financial data, using appropriate accounting standards and principles. Use of a financial management system (for example QuickBooks, Visual Bookkeeper, Socrates Media, Peachtree or a Custom Proprietary System) is strongly recommended.



Note: For NEUs that are utilizing other funding sources for a program that is also funded with LFRF funds, it is recommended to utilize an accounting system that identifies the receipts and expenditures of program funds separately for each award. This will allow for financial reporting data to be more easily itemized.







[bookmark: _Toc85131142][bookmark: _Toc85442001]How can an NEU Prime Recipient spend the LFRF funds?



As prime recipients of LFRF, NEUs are responsible for determining how they want to spend the funds, within the allowed uses published by Treasury in the Interim Final Rule and other LFRF guidance. Treasury will not pre-approve specific projects, and the state is specifically prohibited from approving/disapproving NEU uses of LFRF funds. NEUs need to determine how they want to use the funds. After deciding on one or many eligible projects, it’s then best practice for the NEU to write a memo describing the project and explaining why the NEU believes that it meets Treasury’s guidance on eligible uses of the LFRF. Guidance detailing eligible uses can be found in the Final Rule, found here.



After NEUs decide on a project, they must determine the best way to carry it out. This can be done through covering eligible NEU expenditures (such as NEU eligible employee payroll for eligible public health or public safety staff), or can be done by issuing a subgrant, entering into contract, or issuing payments directly to beneficiaries. The responsibilities of NEUs for each of these three ways are described in the section below.



For any of the three ways of carrying out the project, the NEU retains responsibility for oversight of all programmatic, financial, and administrative matters, including reporting, related to the federal grant (in this case, the LFRF). For each of the years of the LFRF, until you have fully expended your funds and reported that to the Treasury, you will need to report on how you have used the funds, the progress of the project, and certain performance metrics associated with the project. You will also be subject to record retention requirements and may be subject to an audit of how you used your funds and whether you followed applicable federal, state and local laws. 

 

[bookmark: _Toc85442002][bookmark: _Toc85131143]If NEUs choose to provide a subgrant to a subrecipient, NEUs must: 



[bookmark: _Toc85131144][bookmark: _Toc85442003]Evaluate the subrecipient: 

Prime recipients are responsible for “vetting” the subrecipient. They should do their due diligence to be confident that the subrecipient is capable of carrying out the project as required[footnoteRef:6].  [6:  For additional guidance, please refer to the Subrecipient Risk Assessment embedded in the Appendix.] 


[bookmark: _Toc85131145][bookmark: _Toc85442004]Create a Subgrant Award Agreement: 

· Amount and purpose of the grant. Subgrant agreements should specifically note how much is committed and to what purpose. Include the program’s name as you will provide it to Treasury.

· Notice of source of funds. Prime recipients must let subrecipients know that they are receiving federal grant funding and must communicate all applicable grant rules and regulations to subrecipients. 

· Subgrant period and payment schedule. For larger or more complex grants, the NEU may decide to pay the grant in installments, or on a reimbursement basis. If this is the case, the grant agreement explains when and under what conditions future payments will be made.

· Allowance for changes. Things can change, and your grant agreements should include language to account for that. You may need to add certain data to reporting requirements, or change some of the parameters of the grant based on new Treasury guidance. 

· Requirements for internal controls. Subrecipients must create internal controls to mitigate risks and prevent fraud/waste/abuse. These include, for example, written policies and procedures, ongoing validation of compliance with policies.

· Performance goals. NEUs should set and monitor performance goals, indicators, targets, and baseline data to determine if subrecipients are meeting performance expectations.

· Access to records, sites, and financial statements. The prime recipient must have access to the subrecipient’s records and financial statements, as necessary, to ensure compliance with the grant guidance. 



Note that a prime recipient must not require a subrecipient to establish an accrual accounting system and must allow the subrecipient to develop accrual data for its reports on the basis of an analysis of the documentation on hand.



[bookmark: _Toc85131146][bookmark: _Toc85442005]Monitor the subrecipient:

Prime recipients must monitor subrecipients, to ensure that they are following the requirements of the subgrant agreement. This may include reviewing financial records, ensuring that written policies are followed, and performing site visits.



[bookmark: _Toc85131147][bookmark: _Toc85442006]Intervene, If Necessary: 

If a subrecipient does not comply with the rules, or if a prime recipient suspects fraud, waste or abuse is happening with grant funding, then the prime recipient must intervene, adjust their records to remove any unallowable costs, and consider certain enforcement actions.



[bookmark: _Toc85131148][bookmark: _Toc85442007]If NEUs choose to enter into contracts, NEUs must:



[bookmark: _Toc85131149][bookmark: _Toc85442008]Follow all federal and local procurement rules: 

NEUs should have documented procurement procedures in place and should follow those procurement procedures when spending LFRF funds. The procedures should conform to federal, state, local and tribal laws, and regulations. If your local procurement rules are stricter than the federal rules outlined below, you must follow those stricter local rules. For all contract procurements, NEUs must follow established conflict of interest standards to forestall personal financial or other interests that might exert undue influence on an employee, officer, or agent participating in the award or administration of a contract. 



Micro-purchases (purchases under $10,000)

· If the purchase is below the micro-purchase threshold ($10,000), NEUs do not need to procure it through competitive bidding and may simply make the purchase.



Small Purchase Method (purchases under $250,000)

· Under the simplified acquisition threshold ($250,000) 

· Gather price or rate quotes from an adequate number of sources (minimum of 2)

· Distribute the solicitation among a range of qualified vendors



Competitive Procurements (all purchases over $250,000)

Formal procurement methods require following documented procedures. The following formal methods of procurement are used for procurement of property or services, usually through a process known as a “Request for Proposals” or RFP.  



(1) Sealed bids.  A procurement method in which bids are publicly solicited and a firm fixed-price contract (lump sum or unit price) is awarded to the responsible bidder whose bid, conforming with all the material terms and conditions of the invitation for bids, is the lowest in price. The sealed bids method is the preferred method for procuring construction. 



I. In order for sealed bidding to be feasible, the following conditions should be present: 



a. A complete, adequate, and realistic specification or purchase description is available; 



b. Two or more responsible bidders are willing and able to compete effectively for the business; and 



c. The procurement lends itself to a firm fixed price contract and the selection of the successful bidder can be made principally on the basis of price. 



II. If sealed bids are used, the following requirements apply: 



a. Bids must be solicited from an adequate number of qualified sources, providing them sufficient response time prior to the date set for opening the bids, for local, and tribal governments, the invitation for bids must be publicly advertised; 



b. The invitation for bids, which will include any specifications and pertinent attachments, must define the items or services in order for the bidder to properly respond; 



c. All bids will be opened at the time and place prescribed in the invitation for bids, and for local and tribal governments, the bids must be opened publicly; 



d. A firm fixed price contract award will be made in writing to the lowest responsive and responsible bidder. Where specified in bidding documents, factors such as discounts, transportation cost, and life cycle costs must be considered in determining which bid is lowest. Payment discounts will only be used to determine the low bid when prior experience indicates that such discounts are usually taken advantage of; and 



e. Any or all bids may be rejected if there is a sound documented reason. 



(2) Proposals.  A procurement method in which either a fixed price or cost-reimbursement type contract is awarded. Proposals are generally used when conditions are not appropriate for the use of sealed bids. They are awarded in accordance with the following requirements: 



I. Requests for proposals must be publicized and identify all evaluation factors and their relative importance. Proposals must be solicited from an adequate number of qualified offerors. Any response to publicized requests for proposals must be considered to the maximum extent practical; 



II. The non-Federal entity must have a written method for conducting technical evaluations of the proposals received and making selections; 



III. Contracts must be awarded to the responsible offeror whose proposal is most advantageous to the non-Federal entity, with price and other factors considered; and 



IV. The non-Federal entity may use competitive proposal procedures for qualifications-based procurement of architectural/engineering (A/E) professional services whereby offeror's qualifications are evaluated and the most qualified offeror is selected, subject to negotiation of fair and reasonable compensation. The method, where price is not used as a selection factor, can only be used in procurement of A/E professional services. It cannot be used to purchase other types of services, even if those services are offered through A/E firms but constitute a different scope of work. 



Non-Competitive Procurements

When procuring property or services, the NEU or subrecipient must provide full and open competition. Non-competitive procurements are only allowed in circumstances where at least one of the conditions below is true: 

· The item is below the micro-purchase threshold ($10,000); 

· The item is only available from a single source;

· The public exigency or emergency will not permit a delay from publicizing a competitive solicitation; 

· The Federal awarding agency (US Treasury) expressly authorizes a noncompetitive procurement in response to a written request from the non-Federal entity; or

· If after soliciting a number of sources, competition is determined inadequate.



For more information on this section, see 2 CFR 200.318-320 



[bookmark: _Toc85131150][bookmark: _Toc85442009]Create a Federally Compliant Contract (Appendix II to 2CFR 200)



Appendix II of 2 CFR 200 outlines the contract provisions for non-Federal entity contracts under Federal awards to be utilized where relevant. Contractors are expected to perform duties according to the terms and conditions of their contract or purchase order. Conduct standards should be established such that there are no conflicts of interest in administering contract agreements. Prime recipients will provide oversight of this process. Creating a contract that complies with federal contract provisions will require including the below sections where applicable (Appendix II to 2 C.F.R. 200): 



1. Contracts must include administrative, contractual, or legal remedies to contract violation or breaches.

2. Any contract that is more than $10,000 must address the NEUs right to termination for cause and/or convenience. This language should include how it would go into effect as well as method for settlement should it go into effect. 

3. Construction contracts must include the language of the Equal Opportunity clause outlined in section 41 CFR § 60-1.4 of Uniform Guidance. 

4. When required by Federal program legislation, all prime construction contracts in excess of $2,000 awarded by non-Federal entities must include a provision for compliance with the Davis-Bacon Act. Note that infrastructure projects that are funded solely with SFLRF are not subject to including this provision. However, this clause may be of necessary note to contracts that are funded with other sources depending on the requirements of the alternative funding source. If awarding an infrastructure contract over $10M, please review the detailed labor requirements that apply to such contracts in the Compliance and Reporting Guidance. 

5. All contracts that are more than $100,000 that involve the employment of mechanics or laborers must include a provision for compliance with the Contact Work Hours and Safety Standards Act. Under 40 U.S.C. 3702 of the Act, each contractor must be required to compute the wages of every mechanic and laborer on the basis of a standard work week of 40 hours. Work in excess of the standard work week is permissible provided that the worker is compensated at a rate of not less than one and a half times the basic rate of pay for all hours worked in excess of 40 hours in the work week. 

a. The requirements of 40 U.S.C. 3704 are applicable to construction work and provide that no laborer or mechanic must be required to work in surroundings or under working conditions which are unsanitary, hazardous, or dangerous. These requirements do not apply to the purchases of supplies or materials or articles ordinarily available on the open market, or contracts for transportation or transmission of intelligence.

6. In the case where the federal award constitutes a “funding agreement” where experimental, developmental, or research work is occurring and the contractor chooses to enter into an agreement with a non-profit or small business to conduct the contract, the contractor must comply with Rights to Inventions Made Under a Contract or Agreement (37 CFR Part 401).

7. Contracts and subgrants over $150,000 must contain a provision that requires the non-Federal award to agree to comply with all applicable standards, orders or regulations issued pursuant to the Clean Air Act (42 U.S.C. 7401-7671q) and the Federal Water Pollution Control Act as amended (33 U.S.C. 1251-1387). Violations must be reported to the Federal awarding agency and the Regional Office of the Environmental Protection Agency (EPA).

8. A contract cannot be awarded to parties that are listed on the governmentwide exclusions list in the System for Award Management (SAM). SAM Exclusions contains the names of parties debarred, suspended, or otherwise excluded by agencies, as well as parties declared ineligible under statutory or regulatory authority other than Executive Order 12549.

9. Funds may not be used to influence the award of a contract funded with federal appropriations. Contractors that apply or bid for an award exceeding $100,000 must file the certification required by the Byrd Anti-Lobbying Amendment. 

10. Procurement of recovered materials –NEUs and their contractors must comply with section 6002 of the Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act. Section 6002 requirements relate to procurement of items over $10,000, and direct that NEUs and their contractors only procure items designated in guidelines of the Environmental Protection Agency (EPA) at 40 CFR part 247 that contain the highest percentage of recovered materials practicable, consistent with maintaining a satisfactory level of competition; procuring solid waste management services in a manner that maximizes energy and resource recovery; and establishing an affirmative procurement program for procurement of recovered materials identified in the EPA guidelines.

11. Prohibition on purchasing telecommunications or surveillance equipment, services, or systems produced by Huawei Technologies Company or ZTE Corporation (or any subsidiary or affiliate of such entities), Hytera Communications Corporation, Hangzhou Hikvision Digital Technology Company, or Dahua Technology Company (or any subsidiary or affiliate of such entities), or by an entity that the Secretary of Defense, in consultation with the Director of the National Intelligence or the Director of the Federal Bureau of Investigation, reasonably believes to be an entity owned or controlled by, or otherwise connected to, the government of a covered foreign country.

12. The NEU should, appropriate and to the extent consistent with law, include a provision for a preference for the purchase, acquisition, or use of goods, products, or materials produced in the United States. Contractors must be aware of the source of materials used which include (but are not limited to) iron, steel, cement and other manufactured products. 



Note: Once goods or services are procured, prime recipients and subrecipients should ensure that there is adequate oversight over contractors to ensure that contracts are executed according to the contract terms, conditions, and specifications.





		NOTE

All subrecipients and contractors over $50,000 are also required to register in SAM.gov. 









[bookmark: _Toc85131151][bookmark: _Toc85442010]If NEUs decide to establish a beneficiary program

If an NEU decides to implement a beneficiary program that it will administer itself, such as providing an economic support stipend to low-income residents, the NEU should thoroughly document the process it follows to establish the program, gather and review applications/eligibility data, and the process for paying the funds. Internal controls, such as those required of subrecipients administering programs, are required of the NEU administering the program. 



[bookmark: _Toc85131152][bookmark: _Toc85442011]Best Practices

Review Federal Grant Guidance from Treasury

This desk reference is meant to provide NEUs, whether prime recipient or subrecipient status, with an overview of the compliance requirements associated with LFRF funds. However, it should not serve as a substitute for reviewing the applicable federal grant guidance located here. 



Establish Internal Controls 

NEUs should also consider what internal controls exist or can be developed to ensure consistency and compliance with the LFRF rules and requirements. The work to review the guidance and develop internal contracts should take place before grant spending begins, to ensure that the right systems and processes are in place from day one.



When in Doubt, Reach Out 

The Governor’s Office for Emergency Relief and Recovery serves as a resource and can be contacted in case of questions throughout the lifecycle of the ARPA-LFRF funds.



To connect with the GOFERR office regarding questions and concerns, please reach out via the inquiry request located here. 






Appendix

Subrecipient Evaluation Tool

When working with a subrecipient, it is the responsibility of the prime recipient to ensure that the subrecipient can carry out the project as required. One way to assess risk is by completing a risk assessment tool, like the one embedded below. This tool was developed using subrecipient requirements set forth by 2 CFR 200 and outlined earlier in this Desk Reference. Based on the outcome of the risk assessment tool, the prime recipient can design a monitoring plan that is tailored to the identified risks, with the minimum being required reporting as specified by grant guidance.



Note that this tool is intended to support the prime recipient in evaluating potential risks for a subrecipient, but utilization of this tool is not required.
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[bookmark: INTRODUCTION]INTRODUCTION                                                                                                              	


This checklist is intended to assist New Hampshire Non-Entitlement Units (NEUS) (also referred to as "recipient") in determining whether the COVID-19 federal funding that the NEU provides to entities or individuals can be categorized as subrecipient, contractor, or beneficiary payments. These classifications will help the NEU adhere to Uniform Guidance depending on whether the entity receiving the payment from the NEU is a subrecipient, contractor, or beneficiary. Please refer to Uniform Guidance 2 CFR § 200.1 for the definitions of these terms.





This checklist is derived from a resource developed by the Association of Government Accounts


(AGA). The checklist is developed based on 2 CFR Chapter I, Chapter II, Part 200 et al. Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), issued by the U.S. Office of Management and Budget (OMB).





[image: Logo

Description automatically generated]Checklist for Determining if an Entity is a Subrecipient, Contractor or Beneficiary





For the purposes of this checklist, “entity” refers to any potential subrecipient, contractor, or beneficiary   that is an individual, household, local government entity, State component unit, non-profit, or for-profit organization receiving federal funding from the NEU. "Recipient" refers to the NEU.


1 | Page





[bookmark: INSTRUCTIONS]INSTRUCTIONS	


The questions in each section of this checklist are based on language in the Uniform Guidance. Answer each question by checking “yes” or “no” where indicated. Based on responses to the questions, a key provided at the end of each section will help in making a judgment as to whether a subrecipient or contractor relationship exists, or whether the relationship is characterized by neither, which may suggest a beneficiary relationship.





[bookmark: GENERAL_INFORMATION]Note: One check in a subrecipient box does not necessarily mean the entity is a subrecipient. A judgment should be based on the totality of responses in each section





[bookmark: Determining_Decision_Making_Authority]Determining Decision Making Authority	


[bookmark: Determines_who_is_eligible_to_receive_wh]Determines  who  is  eligible  to  receive  what  Federal  assistance  (Uniform  Guidance)	 If the entity determines whether a participant meets a federal program’s eligibility requirements for assistance, it is most likely a subrecipient. A contractor may provide services to clients in a program after eligibility has been


determined by the recipient.





1. Does the entity determine who is eligible to participate in the federal program?


Yes	No


[bookmark: Has_responsibility_for_programmatic_deci]Has  responsibility  for  programmatic  decision  making  (Uniform  Guidance)	


If the entity has authority to make decisions regarding the delivery of service, operations, or types of assistance provided within the terms of the agreement, it is typically a subrecipient.


2. Does the entity have the ability to make decisions about how services will be delivered to participants, in accordance with federal programmatic requirements?





Yes	No


Provides goods or services that are ancillary to the operation of the Federal program (Uniform Guidance)	


If the entity provides goods or services directly to the recipient or to program participants at the direction of the recipient and does not make programmatic decisions or adhere to program requirements, it is typically a contractor.





3. Does the entity provide goods or services for the recipient’s own use?





Yes	No





4. Does the entity provide services designated by the recipient to serve the recipient’s participants without regard to specific federal programmatic requirements?


Yes	No





Scoring for this Section: If you selected “yes” to EITHER question 1 or 2, this is an indicator of a subrecipient relationship. If you selected “yes” to EITHER question 3 or 4, this is an indicator of a contractor relationship. If you selected “no” to questions 1-4, select “neither” below. This is an indicator of a beneficiary relationship.





[image: ]  Subrecipient	[image: ]  Contractor	[image: ]  Neither






[bookmark: Determining_Nature_of_Award][bookmark: Has_its_performance_measured_in_relation]Determining Nature of Award	Has  its  performance  measured  in  relation  to  whether  objectives  of  a  federal  program  were  met  (Uniform Guidance)





If the entity is providing a service for the recipient to meet the goal of the grant, it is a contractor; if the entity is providing a service that carries out a goal within the scope of the grant, it is a subrecipient. When a grant program contains multiple goals, it is possible for the recipient to complete part of the goals and for the entity to perform another part.


1. Are the scope of work (or portion, if applicable) and terms and conditions of the agreement the same for the entity as they are for the recipient that received the federal funds?





Yes	No





2. Is the entity carrying out completion of the goal of the grant (or part, if applicable) as stated in the federal award?





Yes	No





Is not subject to compliance requirements of the Federal program as  a result of the agreement, though similar requirements may apply for other reasons. (Uniform Guidance)





If the scope of the agreement is per the federal program terms/guidance, the entity is a subrecipient. A subrecipient may also provide programmatic or progress reports to ensure compliance with federal program requirements.


Conversely, if the scope of the agreement is per the recipient’s terms and not federal program guidance, and if the recipient’s oversight is governed only by the contract terms and conditions, it is a contractor. 


3. Does the recipient develop the scope of work and terms and conditions of the agreement to meet the recipient’s needs?





Explanation: If the scope of the agreement is per the recipient’s terms and not federal program guidance, and if the recipient’s oversight is governed only by the contract terms and conditions, it is a contractor.





Yes	No





Scoring for this Section: If you selected “yes” to EITHER question 1 or 2, this is an indicator of a subrecipient relationship. If you selected “yes” to question 3, this is an indicator of a contractor relationship. If you selected “no” to questions 1-3, select “neither” below. This is an indicator of a beneficiary relationship.





[image: ] Subrecipient	[image: ]  Contractor	[image: ] Neither












[bookmark: Determining_Award_Risk][bookmark: Is_responsible_for_adherence_to_applicab]Determining Award Risk	Is responsible for adherence to applicable Federal program requirements specified in the Federal award


(Uniform Guidance)





If the funding is given to the entity with a purpose of completing the goal of the grant, the recipient will be required to ensure the entity adheres to federal grant program guidance. The recipient will also be required to monitor the activities of the entity per Uniform Guidance. The entity assumes little risk should federal grant guidance not be met. The risk falls with the recipient.





1. Funding to the entity depends on the entity’s ability to best meet the objectives of the award. Although performance is measured against federal award objectives, the entity assumes little risk if the objectives are not met.





Yes	No








[bookmark: Is_not_subject_to_compliance_requirement]Is not subject to compliance requirements of the Federal program as a result of the agreement, though


similar requirements may apply for other reasons (Uniform Guidance)





If the recipient directs specific activities to be completed by the entity, by providing goods or


services, the risk falls on the entity to deliver, per the agreement terms. In this case, the entity would not be


required to adhere to the federal grant program requirements, just the terms and conditions in the agreement with the recipient.


2. The entity assumes financial risk if they fail to deliver the goods or services agreed upon.





Yes	No





Scoring for this Section: If you selected “yes” to question 1, this is an indicator of a subrecipient relationship. If you selected “yes” to question 2, this is an indicator of a contractor relationship. If you selected “no” to questions 1-2, select “neither” below. This is an indicator of a beneficiary relationship.





[image: ]  Subrecipient	[image: ]  Contractor	[image: ]  Neither






[bookmark: Determining_Criteria_for_Selection][bookmark: In_accordance_with_its_agreement,_uses_t]Determining Criteria for Selection	In accordance with its agreement, uses the Federal funds to carry out a program for a public purpose specified in authorizing statute, as opposed to providing goods or services for the benefit of the pass-through entity (Uniform Guidance)





If the entity was chosen because it was already providing a service within the guidelines of the grant program and wants to partner with the recipient to expand the delivery or assist in meeting the goal of the grant, it may be a subrecipient. Typically, the entity may not make a profit and may provide its own non-federal funding as match or cost sharing. The entity may have been chosen through an application process or an announcement of funding. Payment to a subrecipient is generally based on actual expenses unless awarded on a fixed amount subaward (2 CFR 200.332). It is typical of subrecipients to submit budgets, financial reports, or copies of invoices to the recipient, to document activity.





1. Does the entity demonstrate a financial or public need for funding to carry out a project or provide a service?





Yes	No





2. Will the entity be contributing match or other non-Federal funding in support of the award?


Yes	No





3. Will the entity be reimbursed for only actual costs incurred?


Yes	No





[bookmark: Normally_operates_in_a_competitive_envir]Normally operates in a competitive environment (Uniform Guidance)	


If the entity was chosen because it has the best widgets or service for the price, it has a contractor relationship with the recipient. Typically, a procurement method is followed, such as a competitive bid or RFP process. In this type of agreement, the entity usually makes a profit by delivering this good or service to the recipient. Payments to contractors are typically made based on contract terms.





4. Were procurement policies applied in the selection of the entity?


Yes	No








5. Was the entity’s proposed price a factor in the selection process?


Yes	No








6. Will the entity derive a profit from the agreement?


Yes	No





Scoring for this Section: If you selected “yes” to EITHER question 1, 2 or 3 this is an indicator of a subrecipient relationship. If you selected “yes” to question 4, 5 or 6 this is an indicator of a contractor relationship. If you selected “no” to questions 1-6, select “neither” below. This is an indicator of a beneficiary relationship.





[image: ]  Subrecipient	[image: ]  Contractor	[image: ] Neither






[bookmark: Determining_Entity’s_Business_Environmen]Determining Entity’s Business Environment	


If a federal program provides funding to modify public buildings for handicapped accessibility and the recipient provides funds to an entity to update the entity’s building, per the terms of the award, then a subrecipient relationship exists.


Conversely, if the recipient hires an entity to update their own building to be handicapped accessible, then a contractor relationship exists.


 Provides the goods and services within normal business operations (Uniform Guidance)	


1. Is the entity’s normal business to provide the goods or services being purchased in the agreement?





Yes	No








[bookmark: Provides_similar_goods_or_services_to_ma]Provides similar goods or services to many different purchasers (Uniform Guidance)	


2. Does the entity provide the same goods or services to other organizations?


Yes	No





Scoring for this Section: If you selected “no” to EITHER item, this is an indicator of a subrecipient relationship. If you selected “yes” to either item, this is an indicator of a contractor relationship. If you selected “no” to both items, this is an indicator of a subrecipient or beneficiary relationship.





[image: ]   Subrecipient	[image: ]  Contractor	[image: ] Neither








[bookmark: Final_Determination]Final Determination	Final Determination





Review all entries and make an overall determination of the relationship. If the entries do not support a subrecipient or contractor determination, it is likely the entity may be a beneficiary.





[image: ]   Subrecipient	[image: ]   Contractor	[image: ]  Beneficiary
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Subrecipient Risk Assessment Tool_Nov 2021.xlsx

Instructions





						Guidance for Using the Subrecipient Risk Assessment Tool


						Purpose: The Subrecipient Risk Assessment Tool is intended to provide the prime recipients of State and Local Fiscal Recovery Fund (SLFRF) grant dollars with a mechanism for assessing the risk of potential subrecipients as required by Uniform Guidance. Based on the type of subrecipient and their final score, the tool produces a suggested reporting and monitoring cadence to manage any perceived risk. This tool should be used as part of an application process, where data elements referred to herein have been gathered prior to completing the tool.


						Instructions for Completing the Risk Assessment


						1. At the top of the tool, enter the Organization Name, select the Type of Organization, and enter the Project Name. When you have completed all three fields, proceed to answer the questions in the Risk Assessment Tool.


						Column			Title			Description


						A			Questions			A series of questions pertinent to subrecipients based on requirements set forth by 2 CFR 200 and SLFRF reporting requirements.


						B			Answer			Using the dropdown menu, select your answer to the question based on the information provided in the subrecipient application.


						C			Nonprofit Score			If applicable based on the type of organization selected, automatically populates based on your response in the Answer column.


						D			Agency Score			If applicable based on the type of organization selected, automatically populates based on your response in the Answer column.


						E			Suggested Documentation			Provides suggested application language to ensure the prime recipient is collecting the information needed to answer the question accurately.


						F			Initial or Ongoing Monitoring			Indicates if the risk indicator should be continuously monitored or are pertinent only to the initial application.


						Calculating a Subrecipient's Final Score


						After you have completed all of the questions in the spreadsheet and assigned a score for all required criteria, the tool will sum the total score and provide a recommendation for reporting and monitoring cadence (see Row 57 and 58). Note that in accordance with 2 CFR 200, if a strict monitoring plan is put in place, the subrecipient must have the opportunity to remove any additionally imposed monitoring requirements should they be able to show that they have mitigated their increased risk.
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Risk Assessment Tool


			Subrecipient Risk Assessment Tool


			[Last Updated: November 30, 2021]





			Organization Name			Please enter the Organization Name


			Type of Organization			Please select the type of organization


			Project Name			Please enter the Project Name





			Scores will determine the suggested level of monitoring: 


			Nonprofit Scoring Criteria
-22 to -11 quarterly reporting and semi-annual check-in
-10 to 10 quarterly reporting; quarterly check-in 
11 to 20 monthly reporting, monthly check-in									Agency Scoring Criteria
-8 to -5 quarterly reporting and semi-annual check-in
-4 to 4 quarterly reporting; quarterly check-in 
5 to 8 monthly reporting, monthly check-in


			Questions			Answer			Nonprofit Score			Agency Score			Suggested Documentation			Initial or Ongoing Monitoring


			General 


			Is the subrecipient name provided in the application both accurate and consistent?						 									Initial


			Is the EIN provided both accurate and consistent?						 									Initial


			(Nonprofit Organizations only) Did the subrecipient provide a copy of their conflict of interest policy?						 						Proposed application question: Does your agency have a conflict of interest policy? If yes, please provide a copy.			Initial


			How would you assess the level of complexity for the entity? 						 			 			Examples of considerations: 
-Number of community based organizations
-Number of subgrants and contracts proposed
-Number of projects being explored/ applied for
-Award amounts being applied for			Initial


			Allowable Activities


			SAM.gov Requirements


			Is subrecipient is registered in SAM.gov with a confirmed DUNS and confirmed to not be suspended or debarred?						 									Initial


			Recordkeeping Requirements 


			Did the subrecipient provide a suitable record retention policy, procedure, and/or system?						 			 			Proposed application question: Does your organization have a record retention policy, procedure, and or system in place? If yes, please provide a copy.			Initial


			(Nonprofit Organizations only) How would the prime recipient rate the subrecipient's description regarding how grant fund records will be retained?						 						Proposed application question: Where will fund records be retained? Describe.

Ongoing monitoring: Verifying that grant records are being maintained in accordance with the agreed upon process			Initial and ongoing monitoring


			Single Audit


			Will the subrecipient receive funds in aggregate over $750,000 in federal awards? If no, single audit requirements do not apply.						 									Initial


			What percent of overall funding for the last fiscal year does the amount requested represent? (If a multi-year grant, use the amount of the highest year.)						 			 						Initial


			(For Nonprofit Organizations only) Did the nonprofit provide an Independent Audit Report for the most recent fiscal year?						 						Proposed application question: Has the organization received an Independent Audit Report for the most recent fiscal year? If yes, please provide a copy.			Initial


			(For Nonprofit Organizations only) Is the non-profit in good standing with the State of New Hampshire?						 						Proposed application question: Is your organization in good standing with the State of New Hampshire?

Ongoing monitoring: Verifying continued standing with the State			Initial and ongoing monitoring


			(For Nonprofit Organizations only) If a single audit took place, does the prime recipient believe the corrective actions taken were sufficient? 						 						Proposed application question: Has the organization had a single audit within the past 2 fiscal years? If yes, please document any findings and corrective actions taken.

Ongoing monitoring: If a single audit has been conducted since the time of the application, what were the findings and is corrective action sufficient?			Initial and ongoing monitoring


			Civil Rights Compliance 


			Does the subrecipient currently provide services for immigrant populations or limited English proficient individuals?						 			 			Proposed application question: Does your organization have a procedure to provide access to written or oral translation services for immigrant populations or limited English proficient individuals to access your organization's services?			Initial


			Did the subrecipient provide the following documents?
•	Statement on Language Access
•	Equity Impact Assessment
•	Community Engagement Plan						 						Proposed application question: Please provide the following documentation: Statement on Language Access, Equity Impact Assessment, and Community Engagement Plan, if available.			Initial


			Allowable Costs/Cost Principles


			(For Nonprofit Organizations only) Did the subrecipient provide standard operating procedures and/or administrative manuals that indicate strong internal controls?						 						Proposed application question: does your organization have a system of internal financial controls such as standard operating procedures or administrative manuals? If yes, please provide.			Initial


			Does the organization plan to use any other funding sources for the initiative?						 						Proposed application question: Does your organization plan to use any other funding sources for this initiative? If yes, please list the funding sources below.			Initial


			(For Nonprofit Organizations only) Does the organization have an existing financial management system in place that can track and record program expenditures?						 						Proposed application question: Does the organization have a financial management system in place to track and record the program expenditures (e.g., QuickBooks, Visual Bookkeeper, or a Custom Proprietary System)?			Initial


			(For Nonprofit Organizations only) If the organization has a financial management system in place, does the accounting system have the ability to identify the receipts and expenditures of program funds separately for each award?						 						Proposed application question: If the organization has a financial management system in place, does the system identify the receipts and expenditures of program funds separately for each award?			Initial


			Administrative Costs


			(For Nonprofit Organizations only) Did the organization provide evidence of an approved and current indirect cost rate?						 						Proposed application question: Does the organization have an indirect cost rate that is approved and current? If yes, provide documentation of the indirect cost rate/rate card.			Initial


			Eligibility 


			Does the project proposal align with eligible costs for the grant?						 						Proposed application question: provide a summary of the project and justification for why the project is eligible for funding			Initial


			Equipment and Real Property Management


			Does the subrecipient provide justification for the use of equipment or real property for purposes of the project?						 						Proposed application question: Does this project require any equipment or real property as part of implementation? If yes, how does the applicant intend to track that equipment or real property is being used for authorized purposes?

Ongoing monitoring: continued evidence that any equipment and real property required for project implementation are being used for authorized purposes			Initial and ongoing monitoring


			Period of Performance


			Based on the supplemental documentation, is there confidence in the subrecipient's ability to complete the project in alignment with the period of performance? 						 			 			Proposed application question: project description and justification, project implementation plan, project budget

Ongoing monitoring: using the Project and Expenditure Report, continued confidence in the subrecipient's ability to carry forth the project on budget and on time.			Initial and ongoing monitoring


			Procurement, Suspension & Debarment


			(For Nonprofit Organizations only) Upon review of the nonprofit's procurement policy, how would it be rated for quality?						 						Proposed application question: Does the organization have a procurement policy? If yes, please provide documentation of this policy.			Initial


			Reporting


			(For Nonprofit Organizations only) Based on the supplied 990, what is the nonprofits:
Current Ratio: __________ 
Debt to Equity Ratio: __________
Does the prime recipient have concerns about the current ratio or debt to equity ratio of the subrecipient organization?						 						Proposed application question: Please attach your most recent 990.			Initial


			(For Nonprofit Organizations only) Does the nonprofit’s balance sheet/statement of financial position present any concerns?						 						Proposed application question: Please attach a balance sheet/statement of financial position			Initial


			(For Nonprofit Organizations only) Does the nonprofit’s Income Statement/ Statement of Operations present any concerns?						 						Proposed application question: Please attach an income statement/statement of operations			Initial


			(For Nonprofit Organizations only) If the nonprofit is experienced in operating or managing state and/or federal funds (has done so within the past five years), is the description provided by the nonprofit sufficient?						 						Proposed application question: Does the organization have experience in operating or managing state and/or federal funds (has done so in the last five years)? If yes, describe your previous experience.			Initial


			(For Nonprofit Organizations only) If the nonprofit has or previously had a lawsuit(s) filed against them within the last 3 years, has the nonprofit provided sufficient details about the lawsuit to justify why this does not implicate receipt of funds? If no lawsuits have been filed, select Yes.						 						Proposed application question: Does your organization currently have or previously had a lawsuit filed against them in the last three years? If yes, please list all pending and/or previous lawsuits with information regarding who filed the lawsuit, the reason for filing, and the final judgement rendered.			Initial


			(For Nonprofit Organizations only) Does the nonprofit have any staff that have been jailed, convicted of a felony, or are currently under criminal investigation?						 						Proposed application question: Have any officers or key employees of the organization that will be working on the project been jailed or convicted of a felony within the last 3 years or currently under criminal investigation?			Initial


			(For Nonprofit Organizations only) Did the nonprofit provide a sufficient explanation on why they have not been audited in more than two years? If the organization has been audited in the last two years, select Yes.						 						Proposed application question: Has it been more than two years since the nonprofit received any type of financial audit? If yes, please explain why the organization has not been audited in more than two years.			Initial


			Did the subrecipient identify financial staff for the project, including accurate information, names, and time dedicated to the project?                                                                                                                                                               						 			 			Proposed application question: Are there financial staff that will support the project, such as a CFO, Controller, Treasurer, Accountant, etc. If yes, provide their names, titles, percent of time that they will be dedicated to the project, and resumes as available.			Initial


			Did the subrecipient provide a copy of their organizational chart and upon review, is the prime recipient free of concern?						 						Proposed application question: Please attach a copy of your organizational chart.			Initial


			Overall Risk


			What is the level of risk for the subrecipient?                                                                                                        Based on this, does this subrecipient require additional review?			Final Score			0			0


						Suggested Level of Monitoring			ERROR:#NAME?			ERROR:#NAME?
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DONT DELETE


			Yes			Very Straightforward			Please select the type of organization			Excellent			<10%


			No			Straightforward			Agency			Good			10-20%


						Neutral			Nonprofit			Fair			20-33%


						Complex						Poor			33-50%


						Very Complex						Very Poor			>50%











