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June 1, 2020 

 

A PROPOSAL OF THE ARKANSAS MUNICIPAL LEAGUE AND THE 
ASSOCIATION OF ARKANSAS COUNTIES -- SET ASIDE $150 MILLION 

FOR THE CITIES, TOWNS, AND COUNTIES OF ARKANSAS 

Since the COVID-19 crisis began, the Arkansas Municipal League and the 
Association of Arkansas Counties (AAC) have dedicated countless hours to finding ways 
to help cities, towns, and counties navigate through this unprecedented disaster. We have 
learned that this pandemic has impacted every single layer of local government. From 
questions like “how does the sheriff keep COVID out of the jail?” to “how does the mayor 
to keep city hall clean for employees?”, the impact of COVID-19 has been monumental. 
And, through all of this, local government – like State government – has continued to 
provide essential and necessary services for its citizens, and no matter what happens 
next, local governments will keep providing those necessary and essential services.  

But local governments also need help, which is why we come to this committee 
today. Continuing services for its citizens while also facing revenue decline, has been 
challenging for local governments. Of course, we do not write to ask this committee to 
prioritize local governments over health care, but we do ask this committee to recognize 
that while supporting local businesses are fundamentally important, so is supporting 
local governments. Not only do we provide necessary and essential services, but we are 
major employers, as well. With an estimated 60,000 employees, the health of local 
government is directly tied to the health of the State’s economy. The more employees 
local government furlough, layoff, or terminate, the more unemployment trends upward. 
Local governments are struggling to keep everyone employed while also providing 
essential services, which is why we write today.  

The economic downturn impacts local government just like it does everyone else. 
Yet, Congress provided very little direct assistance to local governments. (We 
acknowledge additional grant monies have been made available, but those monies are to 
be used for only a few specific items and are only available to a very small number of 
local governments.) Of course, Congress has provided $1.25 billion to this State; and, just 
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last week, the Treasury Department released guidance noting that a “State should 
distribute 45%” of the amount received through the CARES Act to local governments. 

While we applaud the Treasury Department for acknowledging the needs of local 
governments who did not receive direct aide, we also acknowledge that the local 
governments of Arkansas will likely not need 45% of $1.25 billion, or $562,500,000. We 
also acknowledge that some funds already allocated by this Committee will have a 
positive impact on our local governments. While the financial impact on Arkansas’ local 
governments may not be as bad as we had feared, it is too early to determine the depth 
of the impact; thus, we recognize the need to set aside a portion of this money in case it 
gets much worse. 

Instead of asking for a payment transfer of over $562 million, the League and the 
AAC request this Committee set-aside $150 million for the cities, towns, and counties of 
Arkansas. This will ensure that CARES Act funds will be available to Arkansas’ local 
governments as their needs arise. While we continue to examine and understand those 
needs, the League and AAC are committed to only asking for the portion of that $150 
million that is needed. Further, we do not view this $150 million as a cash-grab; instead, 
we are hoping to use only the portion of the $150 million that is necessary to keep local 
governments healthy, nothing more. 

Below you will find four purposes for use of the amount we request to be set-aside. 
We are dedicated to working with this committee to determine the best ways to give each 
city, town, and county access this money. Our needs will likely change, too, and by setting 
aside $150 million we believe this Committee is well positioned to help Arkansas’ local 
governments – if needed. Please keep in mind, that this pandemic is not near its 
conclusion. Thus, setting aside funds for local governments, among many others, is 
fundamentally important. This may be the last funds made available by Congress. 

Economic Impact of COVID-19 

 Before setting out the four purposes mentioned above, we would like to take this 
opportunity to explain where local governments stand now. At the beginning of this 
public health emergency, and before we received any hard numbers on the financial 
impact, we surveyed local governments in order to hear from them about the issues they 
faced. This was part of our collective effort to assess the fiscal impact COVID-19 has had, 
and will continue to have, on local government. We have pored over the data from the 
survey, studied a myriad of financial forecasts, and analyzed the recently received sales 
and use tax distributions for the month of March. We have thoroughly discussed this 
issue with our congressional delegation as well as Governor Hutchinson, Lieutenant 
Governor Griffin, and other state leaders. From that work, we have been able to come to 
a few conclusions.  

While every city, town, or county has been impacted differently, there are things 
they all have in common. First, general turnback funds have been reduced by the 
Legislature; for many, this is a significant source of revenue. Second, because of the 
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economic shutdown, street turnback will be reduced, as well; and, as you may know, this 
source of revenue is dedicated to maintaining streets, roads, and bridges across 
Arkansas, many of which are in poor condition already. Third, because courts across the 
State have had limited operations, revenue that funds district courts has been reduced.  

Fourth, and perhaps most impactful, the temporary, and often permanent, 
closures of businesses have resulted in decreased spending, which leads to decreased 
sales tax revenues. Furthermore, many cities, towns, and counties have lost significant 
tourism dollars (Eureka Springs, etc). Others have seen their festivals cancelled 
(Magnolia, etc.), their convention centers lose business (Hot Springs, etc.), and their 
community centers close (Batesville, etc.). This all has, and will continue to have, a 
significant impact on sales tax, A&P tax, and other hospitality tax revenue.  

We believe sales tax data is a prime indicator of the economic impact of COVID-
19. Fortunately, March sales tax numbers, were not as bad as expected. However, many 
cities, towns, and counties saw a decline in sales tax revenue or, at least, did not see the 
increase in sales tax revenue they had budgeted. The May 2020 sales and use tax 
distributions reflect the sales and use tax receipts for the month of March 2020. The table 
below is a snapshot of cities, towns, and counties that saw decreases in March 2020 
compared to March 2019. 

Sales and Use Tax Distribution Comparison 

City/County March 2019 March 2020 Percentage Amount 
Union County $583,755.08 $532,509.27 -8.78% -$51,245.81 
Sebastian County $851,898.87 $838,661.32 -1.55% -$13,237.55 
Clark County $435,910.54 420,098.313 -3.63% -$15,812.41 
Eureka Springs $212,304.36 $173,432.28 -18.31% -$38,872.08 
Rogers $3,492,868.64 $3,270,663.01 -6.36% -$222,205.63 
Hot Springs $1,814,317.97 $1,794,574.70 -1.09% -$19,743.27 

 

While overall these numbers are not as bad as we feared, March is just the tip of 
the iceberg. April will likely be worse, and with a second spike currently occurring, we do 
not know when the negative economic impact will end. Further, sales tax revenue is not 
local governments’ only revenue source. The closures of restaurants and hotels around 
Arkansas, the limited operations of some district courts, and decreases in general and 
street turnback funds all combine to negatively impact local governments’ bottom lines. 

I. Help with Lost Revenue 

With those impacts in mind, we begin our list of items for reimbursement for lost 
revenues. We are aware that currently “revenue replacement is not a permissible use of 
Fund payments;” however, we are also aware that there is a push in Congress to free up 
CARES Act funds for revenue replacement. One such effort has been made by our own 
Representative Rick Crawford with his co-sponsorship of H.R. 6652, which would amend 
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the CARES Act to expand the permissible use of these funds to offset revenue shortfalls. 
Senator Kennedy (R-LA) has S. 3608 and Senator Sullivan (R-AK) has sponsored S. 3638, 
which would also allow CARES Act funds to be used to replace lost revenue.  

With that in mind, we respectfully request this Committee set aside $150 million 
for local governments while we wait to see what actions the federal government takes. If 
Congress does not pass a stimulus package directed to local governments, the remaining 
portion of the $1.25 billion will be all Arkansas’ cities, towns, and counties can rely upon 
for help. 

II. Help cover the recipient’s 25% cost share that FEMA does not 
reimburse for eligible expenses 

As you know, CARES Act funds are to be used to cover “necessary expenditures 
incurred” due to this public health emergency.  It is important to keep in mind that many 
of these necessary expenditures are likely to be eligible for reimbursement under FEMA’s 
Public Assistance Program. However, it is important to note that FEMA only reimburses 
75% of eligible costs. We believe the CARES Act funds should be used to reimburse local 
governments for the 25% not reimbursed by FEMA.  

III. Assist with expenses that may not be covered by FEMA 

Of course, CARES Act funds can be used for expenses that are “necessarily 
incurred” but not reimbursable by FEMA. We ask the $150 million be set aside so that 
local governments can have access to funds for these additional expenditures through the 
length of this crisis. 

One such expense we know will not be reimbursed by FEMA is the unfunded 
mandate provided for in the Families First Coronavirus Relief Act (FFCRA). The FFCRA 
requires employers to provide emergency paid sick leave to employees and expands the 
Family Medical Leave Act (FMLA) to provide leave for COVID-19 related issues. While 
businesses, like local governments, are required to provide emergency paid sick leave and 
FMLA leave, local governments do not receive the same payroll tax credit that businesses 
receive. Expenses incurred for this paid leave are necessarily incurred and unbudgeted 
expenses paid out by local governments due to this public health crisis; thus, we believe 
it is appropriate for reimbursement. 

Furthermore, the Treasury guidelines state that the following expenses are 
reimbursable from the CARES Act funds: 

1. Expenses for communication and enforcement by local governments of 
public health orders related to COVID-19.  

 
2. Expenses for acquisition and distribution of medical and protective 

supplies, including sanitizing products and personal protective equipment, 
for medical personnel, police officers, direct service providers for older 
adults and individuals with disabilities in community settings, and other 
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public health or safety workers in connection with the COVID-19 public 
health emergency.  

 
3. Expenses for disinfection of public areas and other facilities in response to 

the COVID-19 public health emergency.  
 
4. Expenses for technical assistance to local authorities or other entities on 

mitigation of COVID-19-related threats to public health and safety.  
 
5. Expenses for public safety measures undertaken in response to COVID-19.  
 
6. Expenses to improve telework capabilities for public employees to enable 

compliance with COVID-19 public health precautions.  
 
7. COVID-19-related expenses of maintaining county jails, including as 

relates to sanitation and improvement of social distancing measures, to 
enable compliance with COVID-19 public health precautions.  

 
8. Unemployment insurance costs related to the COVID-19 public health 

emergency if such costs will not be reimbursed by the federal government 
pursuant to the CARES Act or otherwise. 

 
The expenses associated with this public health emergency are not going away 

anytime soon. Local governments will have ongoing expenses from disinfecting public 
facilities, maintaining county jails, and communicating and enforcing public health 
orders throughout the course of the public health emergency. The list above includes 
broad categories encompassing many different expenses local governments will have 
throughout the course of this crisis. At this time, we do not know what all expenses will 
be reimbursed by FEMA; therefore, we ask for the $150 million to be set aside while we 
continue to evaluate expenses and garner a better understanding of what expenses will 
and will not be reimbursed by FEMA. 

 
IV. Assist with payroll cost attributable to the COVID-19 pandemic 

We also believe a portion of this $150 million could be used to assist with local 
governments’ payroll costs attributable to COVID-19. Local governments provide 
essential services every day, and these essential services have been amplified during this 
pandemic. Local governments provide water and sewer services, sanitation and trash 
pick-up, police and fire services, street maintenance, and in some cases emergency 
medical services – these services help mitigate and respond to this public health 
emergency. However, with shortfalls in revenue being experienced by cities, towns, and 
counties across the state, these services are in jeopardy. These services are directly 
funded by the revenues local governments bring in year to year, revenues that have seen 
shortfalls the past two months and will likely continue to see shortfalls in the months to 
come. Local governments in Arkansas are largely unable to borrow money or deficit spend 
and solely rely on incoming revenues.  
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The Treasury guidelines allow for the CARES Act funds to be used for payroll 
expenses for public safety, public health, health care, human services, and similar 
employees whose services are substantially dedicated to mitigating or responding to the 
COVID-19 public health emergency; and, local governments may presume that payroll 
costs for public health and public safety employees are payments for services 
substantially dedicated to mitigating or responding to the COVID-19 public health 
emergency. Furthermore, the Treasury guidelines state that the CARES Act funds can 
only be used to cover costs that were not accounted for in the budget most recently 
approved as of March 27, 2020. A cost meets this requirement if either (a) the costs cannot 
lawfully be funded using a line item, allotment, or allocation within that budget or (b) 
the costs is for a substantially different use from any expected use of funds in such a line 
item, allotment, or allocation. Local governments have personnel cost that fit into both 
categories. 

Costs Substantially Dedicated to COVID-19 

During this public health emergency, police, fire, and emergency medical services 
have been, and will continue to be, substantially dedicated to responding and mitigating 
the public health emergency. However, many local governments are currently faced with 
the decision to furlough or terminate employees mitigating and responding to the public 
health emergency due to the decreases in revenues.  There are two sides to every balance 
sheet: expenses and revenues. Local governments previously budgeted for police, fire, 
and emergency medical services, but with decreases in revenues and the inability to fund 
budgets, local governments cannot fund these line items, allotments, or allocations. 
Doing so would require local governments to borrow money or deficit spend, two actions 
largely forbidden by the Arkansas Constitution. 

Costs for a Substantially Different Use 

Local governments also have payroll expenses for employees whose duties are 
substantially different than what was previously budgeted. For instance, some school 
resource officers have been reassigned to cover different duties because of the closures of 
schools. In addition, many public employees have been reassigned to ensure public health 
guidelines are communicated, to take temperatures, to assess whether citizens entering 
public facilities are showing symptoms of COVID-19, and to disinfect those facilities. 
These are just a few examples of payroll expenses for substantially different duties. 

Finally, and perhaps most importantly, local governments are a major employer 
in the state of Arkansas employing roughly 60,000 people. Utilizing CARES Act funds to 
assist local governments with payroll would further help keep people off the State 
unemployment system. Regardless of how we perceive this issue, one way or another the 
state and federal government would be funding payroll. Ensuring these employees stay 
employed would be an efficient use of CARES Act and would ensure the continuation of 
necessary and essential services local governments provide to all Arkansans. 
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Conclusion 

We want to reiterate that our request today is not to approve a $150 million check 
to cities, towns, and counties across the state. Our request is for this Committee to simply 
set aside these funds until we fully understand what our need is and to see what actions 
the federal government take in the upcoming weeks. The League and AAC are dedicated 
to working with local governments and our state leaders to determine the most efficient 
and effective way to disperse these funds. By setting aside these funds now, the League 
and AAC will have time to further analyze the fiscal impact and help this Committee 
develop an efficient mechanism to review the needs of local governments and facilitate 
the disbursement of funds, instead of having each local governmental entity coming 
before this committee on a weekly basis requesting help. 

 
 

                                          
 
Mark R. Hayes     Chris Villines 
Executive Director     Executive Director 
Arkansas Municipal League   Arkansas Association of Counties  
 


