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ARPA: Revenue 
Loss Calculation 

July 2021

Indiana State Board of Accounts

Revenue Loss

• “Recipients may use payments from the Fiscal Recovery Funds for the 
provision of government services to the extent of the reduction in 
revenue experienced due to the COVID-19 public health emergency. 
Pursuant to sections 602(c)(1)(C) and 603(c)(1)(C) of the Act, a 
recipient’s reduction in revenue is measured relative to the revenue 
collected in the most recent full fiscal year prior to the emergency.”

• Interim Final Rule of the Department of the Treasury 
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Indiana State Board of Accounts

Replacement of Revenue Loss

• Use of the ARP-State and Local Fiscal Recovery Funds for government 
services may only be used to the extent of the revenue loss.  

• For example, if you determine revenue loss to be $300,000 in one 
year, then government services provided based on that calculation 
would only be $300,000.  

• The disbursements for government services would have to tie to 
the revenue loss calculation for each year. 

Indiana State Board of Accounts

General Revenues

• “The interim final rule defines the term “general revenue” to include 
revenues collected by a recipient and generated from its underlying 
economy and would capture a range of different types of tax 
revenues, as well as other types of revenue that are available to 
support government services. 
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Indiana State Board of Accounts

Calculation of loss

• Compare the actual revenue to a counterfactual trend representing 
what could have been expected to occur in the absence of the 
pandemic.  

• May use a growth adjustment of 4.1% per year or the recipient’s 
average annual revenue growth over the three full fiscal years prior to 
COVID-19 public health emergency. 

• Calculate at four points in time: December 31, 2020; December 31, 
2021; December 31, 2022; and December 31, 2023

Indiana State Board of Accounts

Calculation of loss -Steps

• Step 1: Identify general revenues collected in the most recent full 
fiscal year prior to the health emergency (2019)

• Step 2: Estimate counterfactual revenue which is equal to base year 
revenue*[(1+growth adjustment)^(n/12)]

• Step 3: Identify actual general revenue collected over the past 12 
months (January to December) as of the measurement date

• Step 4: The extent of the reduction in revenue is equal to the 
counterfactual revenue less actual revenue.  
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Indiana State Board of Accounts

Example of calculation 

• In step one we determine 2019 general revenue to be $1,000,000

• In step two we use the 4.1% growth adjustment to determine the 
counterfactual revenue for 2020 at $1,041,000.  

• In Step three we determine the actual general revenue in 2020 we 
received was $950,000. 

• In step 4 we subtract the actual general revenue of $950,000 from the 
counterfactual income of $1,041,000 to determine our revenue loss 
of $91,000.

Indiana State Board of Accounts

General Revenues

• Own Source
• Taxes

• Charges for service

• License and Permits

• Fines and Forfeitures

• Other

• Intergovernmental
• State Distributions and Grants

• Local Funding from other Local units
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Indiana State Board of Accounts

General Revenue – Excluded Sources

• Own Source
• Refunds/Reimbursements
• Transfers between funds 
• Interfund Loans
• Proceeds from Debt
• Sale of Investments
• Receipts to settlement and remittance funds
• Receipts to payroll clearing funds and Self Insurance funds
• Utility collections (electric, gas, mass transit, water supply)

• Intergovernmental
• Federal grants

Indiana State Board of Accounts

Source of Revenue Numbers

• All reports require analysis – exclude revenues that are not general

• Determine total general revenues for 2019 and 2020

• Use 
• Financial software reports

• Chart of general revenues and excluded revenues

• Annual Financial Report – Detail of Receipts

• Receipt codes for AFR – marked Y

• Funds ledger- receipts – for Other receipts to determine source of 
revenue
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Indiana State Board of Accounts

Excluded Receipts and Funds

• Federal Grants – Direct or passed through State or local units

• Other Receipts need to be analyzed so that excluded receipts can be 
determined- such as refunds/reimbursements, interfund activity, loan 
proceeds and sale of investments

• Some funds need to be excluded from consideration:
• Agency funds-Payroll Clearing Funds, Settlement Funds, Remittance Funds

• Self Insurance Funds

• Private Trust Funds

• All Federal Grant funds

Indiana State Board of Accounts

Calculation of General Revenues
General Procedures and Counties
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Indiana State Board of Accounts

Counties Example 

• 2019 Total General Revenues    56,208,319

• Growth Adj. 4.1 % 1.041

• Counterfactual Revenue 58,512,860

• 2020 Total General Revenues 57,062,318

• Total loss for 2020 1,450,542
• Counterfactual Revenue less Actual 2020 General Revenue

Indiana State Board of Accounts

Calculation of General Revenues
City and Town Considerations
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Indiana Utilities

Indiana State Board of Accounts

May include revenue from sewage fees and solid waste fees.

Indiana Utilities

Must exclude revenue from water, electric, gas, and public transportation

Indiana State Board of Accounts
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Cemetery Fund

Indiana State Board of Accounts

Aviation Fund

Indiana State Board of Accounts
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Parks

Indiana State Board of Accounts

Police and Fire Pensions

Indiana State Board of Accounts
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TIF

Indiana State Board of Accounts

Federal Grants - Exclude

Indiana State Board of Accounts
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Payroll Funds

Exclude all payroll funds
Exclude payroll funds and payroll withholding funds

Indiana State Board of Accounts

Indiana State Board of Accounts

Revenue Calculator

• Summary sheet contains the formula for calculating the revenue loss 
in excel.  

• Calculation on an entity wide basis 

• Determine total General Revenues for 2019 – Base year

• Determine total General Revenues for 2020 – Actual Revenue
• Same determination for 2021 and 2022 – Actual Revenue

• Use the calculator or the formula within the calculator to determine 
revenue loss 
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Indiana State Board of Accounts

Growth Adjustment

• The Interim Final Rule provides for a growth adjustment of 4.1%.

• Option to calculate the growth of revenue over 2017, 2018 and 2019 
to see if it is greater than 4.1% - could use the higher growth 
adjustment. 

• The formula takes the base revenue times the growth adjustment 
adjusted for the year (number of months since the base year).   

• You can use the formula in excel to make your own calculations. For 
2020 and calendar year end of 12/31- it is just the base revenue times  
1.041 (if you use 4.1%) less your actual 2020 general revenues

Indiana State Board of Accounts

Calculate Growth Adjustment

• Determine General Revenues for each year, 2017, 2018 and 2019. 

• Determine the rate of growth between the years

• Determine the average of that rate over the three years

• Example:
• Year 1: 100,000

• Year 2: 105,000 Increase in year 2 over year 1 is 5%

• Year 3: 108,000 Increase in year 3 over year 2 is 2.8% 

• Average is 3.9%  
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Indiana State Board of Accounts

Uses of ARP Funds for Revenue Loss

• Direct Provision of Government Services, includes but not limited to:
• Maintenance and Pay-Go funded building of infrastructure (roads) 
• Cybersecurity
• Health Services
• Environmental Remediation
• School or educational services
• Police, fire and public safety

• Excluded
• Paying principal or interest on debt
• Paying judgements
• Rainy Day funds

Indiana State Board of Accounts

Audit Expectations

• Document and maintain the documentation of how the revenue loss 
was calculated and how your growth adjustment was calculated if you 
didn't use the 4.1%

• Disburse all claims from the grant fund including any government 
services paid from ARPA-State Local Fiscal Recovery funds to the 
extent of revenue loss – do not transfer the ARPA funds to another 
fund. 

• Maintain all documentation for disbursements paid from the grant 
fund, including claims for government services paid to the extent of 
the revenue loss. 
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Additional 
Resources

Indiana State Board of Accounts
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Revenue 
Sources

Revenue 
Sources

31

32



8/3/2021

17

Inter-
governmental 
Revenue

Revenue 
from Own 
Sources
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Revenue 
from 
Utilities and 
Social 
Insurance 
Trust

AFR Receipt Code 
Classifications
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AFR Receipt Code 
Classifications

AFR Receipt Code 
Classifications
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AFR Receipt Code 
Classifications

Indiana State Board of Accounts

Summary

Calculate Revenue Reduction based on information in the ARPA, Interim Final Rule, and US Treasury FAQs.

• Revenue from General Sources
• Growth Quotient
• Interim Final Rule Formula

Document and maintain the documentation of how the revenue loss was calculated. 

Disburse all claims from the grant fund– do not transfer the ARPA funds to another fund. 

Maintain all documentation for disbursements paid from the grant fund.

39

40



8/3/2021

21

Indiana State Board of 
Accounts

• Lori Rogers or Ricci Hofherr  
Counties@sboa.in.gov

• Todd Caldwell or Susan Gordon   
Cities.Towns@sboa.in.gov

Contact Information

41

mailto:Counties@sboa.in.gov
mailto:ounties@sboa.in.gov
mailto:Cities.Towns@sboa.in.gov

