Appendix A

Coronavirus Relief Fund
Guidance for State, Territorial, Local, and Tribal Governments
April 22, 2020

The purpose of this document is to provide guidance to recipients of the funding available under section
60I(a) of the Social Security Act, as added by section 5001 of the Coronavirns Aid, Relief, and Economic
Security Act ("CARES Act"). The CARES Act established the Coronavirns Relief Fund (the "Fund")
and appropriated $150 billion to the Fund. Under the CARES Act, the Fund is to be used to make
payments for specified nses to States and certain local governments; the District of Columbia and U.S.
Ten-itories (consisting of the Commonwealth of Puerto Rico, the United States Virgin Islands, Guam,
American Samoa, and the Commonwealth of the Northern Mariana Islands); and Tribal governments.
The CARES Act provides that payments from the Fund may only be used to cover costs that1. are necessary expenditures incun-ed due to the public health emergency with respect to
the Coronavirns Disease 2019 (COVID-19);
2. were not accounted for in the budget most recently approved as of March 27, 2020 (the
date of enactment of the CARES Act) for the State or government; and
3. were incmred during the period that begins on March 1, 2020, and ends on December 30,
2020. 1
The guidance that follows sets forth the Department of the Treasmy's interpretation of these limitations
on the permissible use of Fund payments.
Necessary expenditures incurred due to the public health emagency
The requirement that expenditures be incun-ed "due to" the public health emergency means that
expenditures must be used for actions taken to respond to the public health emergency. These may
include expenditures incurred to allow the State, territorial, local, or T1ibal government to respond
directly to the emergency, such as by addressing medical or public health needs, as well as expenditures
inc1med to respond to second-order effects of the emergency, such as by providing economic support to
those suffering from employment or business interruptions due to COVID-19-related business closures.
Funds may not be used to fill shortfalls in govennnent revenue to cover expenditures that would not
otherwise qualify under the statute. Although a broad range of uses is allowed, revenue replacement is
not a permissible use of Fund payments.
The statute also specifies that expenditures using Fund payments must be "necessary." The Department
of the Treasury understands this term broadly to mean that the expenditure is reasonably necessary for its
intended use in the reasonable judgment of the government officials responsible for spending Fund
payments.
Costs not accounted for in the budget most recently appi-oved as of March 27, 2020
The CARES Act also requires that payments be used only 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
cost cannot lawfully be funded using a line item, allotment, or allocation within that budget or (b) the cost
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See Section 601 (d) of the Social Security Act, as added by section 5001 of the CARES Act.

is for a substantially different use from any expected use of funds in such a line item, allotment, or
allocation.
The "most recently approved" budget refers to the enacted budget for the relevant fiscal period for the
particular govermnent, without taking into account subsequent supplemental appropriations enacted or
other budgetary adjustments made by that government in response to the COVID-19 public health
emergency. A cost is not considered to have been accounted for in a budget merely because it could be
met using a budgetary stabilization fund, rainy day fund, or similar reserve account.
Costs incurred during the period that begins on March 1, 2020, and ends on December 30, 2020
A cost is "incun-ed" when the responsible unit of government has expended funds to cover the cost.
Nonexclusive examples of eligible expenditures
Eligible expenditures include, but are not limited to, payment for:
1. Medical expenses such as:

2.

3.

•

COVID-19-related expenses of public hospitals, clinics, and similar facilities.

•

Expenses of establishing tempora1y public medical facilities and other measures to increase
COVID-19 treatment capacity, including related construction costs.

•

Costs of providing COVID-19 testing, including serological testing.

•

Emergency medical response expenses, including emergency medical transportation, related
to COVID-19.

•

Expenses for establishing and operating public telemedicine capabilities for COVID-19related treatment.

Public health expenses such as:
•

Expenses for cmmnunication and enforcement by State, ten-itorial, local, and Tribal
governments of public health orders related to COVID-19.

•

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

•

Expenses for disinfection of public areas and other facilities, e.g., nursing homes, in response
to the COVID-19 public health emergency.

•

Expenses for technical assistance to local autho1ities or other entities on mitigation of
COVID-19-related tln·eats to public health and safety.

•

Expenses for public safety measures undertaken in response to COVID-19.

•

Expenses for quarantining individuals.

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 COVID19 public health emergency.
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4.

5.

6.

Expenses of actions to facilitate compliance with COVID-19-related public health measures, such
as:
•

Expenses for food delive1y to residents, including, for example, senior citizens and other
vulnerable populations, to enable compliance with COVID-19 public health precautions.

•

Expenses to facilitate distance learning, including technological improvements, in connection
with school closings to enable compliance with COVID-19 precautions.

•

Expenses to improve telework capabilities for public employees to enable compliance with
COVID-19 public health precautions.

•

Expenses of providing paid sick and paid family and medical leave to public employees to
enable compliance with COVID-19 public health precautions.

•

COVID-19-related expenses of maintaining state prisons and county jails, including as relates
to sanitation and improvement of social distancing measures, to enable compliance with
COVID-19 public health precautions.

•

Expenses for care for homeless populations provided to mitigate COVID-19 effects and
enable compliance with COVID-19 public health precautions.

Expenses associated with the provision of economic suppmt in connection with the COVID-19
public health emergency, such as:
•

Expenditures related to the provision of grants to small businesses to reimburse the costs of
business interruption caused by required closures.

•

Expenditures related to a State, ten-itorial, local, or Tribal government payroll support
program.

•

Unemployment insurance costs related to the COVID-19 public health emergency ifsueh
costs will not be reimbursed by the federal government pursuant to the CARES Act or
otherwise.

Any other COVID-19-related expenses reasonably necessmy to the function of government that
satisfy the Fund's eligibility criteria.

Nonexclusive examples of ineligible expenditures 2
The following is a list of examples of costs that would not be eligible expenditures of payments from the
Fund.
1.

Expenses for the State share of Medicaid. 3

2. Damages covered by insurance.
3.

Payroll or benefits expenses for employees whose work duties are not substantially dedicated to
mitigating or responding to the COVID-19 public health emergency.
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In addition, pursuant to section 5001(b) of the CARES Act, payments from the Fund may not be expended for an
elective abortion or on research in which a human embryo is destroyed, discarded, or knowingly subjected to risk of
injury or death, The prohibition on payment for abortions does not apply to an abortion if the pregnancy is the result
of an act of rape or incest; or in the case where a woman suffers from a physical disorder, physical injury, or
physical illness, including a life-endangering physical condition caused by or arising from the pregnancy itself, that
would, as certified by a physician, place the woman in danger of death unless an abortion is perfonned.
Fwihermore, no government which receives payments from the Fund may discriminate against a health care entity
on the basis that the entity does not provide, pay for, provide coverage of, or refer for abortions.
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See 42 C.F.R. § 433.51 and 45 C.F.R. § 75.306.
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4. Expenses that have been or will be reimbursed under any federal program, such as the
reimbursement by the federal govemment pursuant to the CARES Act of contribntions by States
to State unemployment funds.
5. Reimbursement to donors for donated items or services.
6. Workforce bonuses other than hazard pay or overtime.
7.

Severance pay.

8. Legal settlements.
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Coronavirus Relief Fund
Frequently Asked Questions
Updated as of May 4, 2020
The following answers to frequently asked questions supplement Treasury's Coronavirus Relief Fund
("Fund") Guidance for State, Territorial, Local, and Tribal Governments, dated April 22, 2020,
("Guidance"). 1 Amounts paid from the Fund are subject to the restrictions outlined in the Guidance and
set forth in section 60l(d) of the Social Security Act, as added by section 5001 of the Coronavirus Aid,
Relief, and Economic Security Act ("CARES Act").
Eligible Expenditures
Are governments required to submit proposed expenditures to TreasU1y for approval?
No. Governments are responsible for making determinations as to what expenditures are necessary due to
the public health emergency with respect to COVID-19 and do not need to submit any proposed
expenditures to Treasury.
The Guidance says that funding can be used to meet 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. How does a goveniment
determine whether payroll expenses for a given employee satisfy the "substantially dedicated"
condition?
The Fund is designed to provide ready funding to address unforeseen financial needs and risks created by
the COVID-1 9 public health emergency. For this reason, and as a matter of administrative convenience
in light of the emergency nature of this program, a State, teITitorial, local, or T1ibal government 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, unless the
chief executive ( or equivalent) of the relevant government determines that specific circumstances indicate
otherwise.
The Guidance says that a cost was not accountedfor in the most recently approved budget if the cost is
for a substantially different use from any expected use offunds in such a line item, allotment, or
allocation. What would qualify as a "substantially different use" for purposes of the Fund eligibility?
Costs incmTed for a "substantially different use" include, but are not necessarily limited to, costs of
personnel and services that were budgeted for in the most recently approved budget but which, due
entirely to the COVID-1 9 public health emergency, have been dive1ted to substantially different
functions. This would include, for example, the costs ofredeploying coITections facility staff to enable
compliance with COVID-19 public health precautions through work such as enhanced sanitation or
enforcing social distancing measures; the costs of redeploying police to suppo1t management and
enforcement of stay-at-home orders; or the costs of dive1ting educational suppmt staff or faculty to
develop online learning capabilities, such as through providing infonnation technology support that is not
part of the staff or faculty's ordina1y responsibilities.
Note that a public function does not become a "substantially different use" merely because it is provided
from a different location or through a different manner. For example, although developing online
1

The Guidance is available at https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-forState-Territorial-Local-and-Tribal-Governments.pdf.

instruction capabilities may be a substantially different use offunds, online instruction itself is not a
substantially different use of public funds than classroom instruction.
May a State receiving a payment transfer funds to a local government?

Yes, provided that the transfer qualifies as a necessaiy expenditure incutTed due to the public health
emergency and meets the other criteria of section 601 (d) of the Social Security Act. Such funds would be
subject to recoupment by the Treasury Depaiiment if they have not been used in a manner consistent with
section 601 (d) of the Social Security Act.
May a unit of local government receiving a Fund payment tl'llnsfer funds to another unit of
government?

Yes. For example, a county may tmnsfer funds to a city, town, or school district within the county and a
county or city may transfer funds to its State, provided that the transfer qualifies as a necessai·y
expenditure incutTed due to the public health emergency and meets the other criteria of section 601 (d) of
the Social Security Act outlined in the Guidance. For exainple, a transfer from a county to a constituent
city would not be permissible if the funds were intended to be used simply to fill shortfalls in government
revenue to cover expenditures that would not otherwise qualify as an eligible expenditure.
Is a Fund payment recipient required to tran~fer funds to a smaller, constituent unit of government
within its borders?

No. For example, a county recipient is not required to transfer funds to smaller cities within the county's
borders.
Are recipients required to use other federal funds or seek reimbursement unde1· other federal programs
b~fore using Fund payments to satisfy eligible expenses?

No. Recipients may use Fund payments for any expenses eligible under section 60l(d) of the Social
Security Act outlined in the Guidance. Fund payments are not required to be used as the source of
funding oflast resort. However, as noted below, recipients may not use payments from the Fund to cover
expenditures for which they will receive reimbursement.
Are there prohibitions 011 combini11g a transaction supported with Fund payments with other CARES
Act funding or COVID-19 relief Federalfu11ding?

Recipients will need to consider the applicable restrictions and limitations of such other sources of
funding. In addition, expenses that have been or will be reimbursed under any federal program, such as
the reimbursement by the federal govennnent pursuant to the CARES Act of contributions by States to
State unemployment funds, are not eligible uses of Fund payments.

Are States permitted to use Fund payments to support state unemployment insurance funds ge11erally?
To the extent that the costs incuned by a state unemployment insurance fund are incurred due to the
COVID-19 public health emergency, a State may use Fund payments to make payments to its respective
state unemployment insurance fund, separate and apart from such State's obligation to the unemployment
insurance fund as an employer. This will penuit States to use Fund payments to prevent expenses related
to the public health emergency from causing their state unemployment insurance funds to become
insolvent.
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Are recipients permitted to use Fund payments to pay for unemployment insurance costs incurred by
the recipient as an employer?

Yes, Fund payments may be used for unemployment insurance costs incurred by the recipient as an
employer (for example, as a reimbursing employer) related to the COVID-19 public health emergency if
such costs will not be reimbursed by the federal govermncnt pursuant to the CARES Act or otherwise.
The Guidance states that the Fund may support a "broad range of uses" including payroll expenses for
several classes of employees whose services are "substantially dedicated to mitigating or responding to
the COVID-19 public health eme1·gency." What are some examples of types of covered employees?

Tbe Guidance provides examples of broad classes of employees whose payroll expenses would be eligible
expenses under the Fund. These classes of employees include 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. Payroll and benefit costs associated with public
employees who could have been furloughed or otherwise laid off but who were instead repurposed to
perform previously unbudgeted functions substantially dedicated to mitigating or responding to the
COVID-19 public health emergency are also covered. Other eligible expenditures include payroll and
benefit costs of educational support staff or faculty responsible for developing online learning capabilities
necessary to continue educational instruction in response to COVID-19-related school closures. Please
see the Guidance for a discussion of what is meant by an expense that was not accounted for in the budget
most recently approved as of March 27, 2020.

In some cases,first responders and critical health care workers that contract COVID-19 are eligible
for workers' compensation coverage. Is the cost oft/tis expanded workers compensation coverage
eligible?
Increased workers compensation cost to the government due to the COVID-19 public health emergency
incurred during tl1e period begiooing March l, 2020, and ending December 30, 2020, is an eligible
expense.
If a recipient would have decommissioned equipment or not renewed a lease on particular office space
or equipment but decides to continue to use the equipment or to renew the lease in order to respond to
the public health emergency, are the costs associated with continuing to operate the equipment or the
ongoing lease payments eligible expenses?

Yes. To the extent the expenses were previously unbudgeted and are othe1wise consistent with section
60l(d) of the Social Security Act outlined in the Guidance, such expenses would be eligible.
May recipients provide stipends to employees for eligible expenses (for example, a stipend to employees
to improve telework capabilities) rather than require employees to incur the eligible cost and submit for
reimbursement?

Expenditures paid for with payments from the Fund must be limited to those that are necessary due to the
public health emergency. As such, unless the government were to dete1mine that providing assistance in
the fmm of a stipend is an administrative necessity, the government should provide such assistance on a
reimbursement basis to ensure as much as possible that funds are used to cover only eligible expenses.
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May Fund payments be used for COVID-19 public health emerge11cy recove1y pla1111i11g?

Yes. Expenses associated with conducting a recovery planning project or operating a recovery
coordination office would be eligible, if the expenses otherwise meet the criteria set forth in section
601 (d) of the Social Security Act outlined in the Guidance.
Are expenses associated with co11tact tracing eligible?

Yes, expenses associated with contract tracing are eligible.
To what exte11t may a government use Fund payments to support the operations ofprivate hospitals?

Governments may use Fund payments to support public or private hospitals to the extent that the costs are
necessaiy expenditures incurred due to the COVID-19 public bealth emergency, but the fonn such
assistance would take may differ. In particular, financial assistance to private hospitals could take the
form of a grant or a shmt-term loan.
May payments from the Fu11d be used to assist i11dividuals with e111·olling in a governme11t be11efit
program for those who have been laid off due to COVID-19 a11d thereby lost health insura11ce?

Yes. To the extent that the relevai1t govennnent official determines that these expenses are necessaiy and
they meet the other requirements set fmth in section 60l(d) of the Social Security Act outlined in the
Guidance, these expenses are eligible.
May recipie11ts use Fund payments to facilitate livestock depopulation incurred by producers due to
supply chain disruptio11s?

Yes, to the extent these efforts are deemed necessary for public health reasons or as a form of economic
support as a result of the COVID-19 health emergency.
Would providing a consumer grant program to prevent eviction and assist in preventing homelessness
be considered a11 eligible expense?

Yes, assuming that the recipient considers the grants to be a necessary expense incurred due to the
COVID-19 public health emergency and the grants meet the other requirements for the use of Fund
payments under section 60l(d) of the Social Security Act outlined in the Guidance. As a general matter,
providing assistance to recipients to enable them to meet property tax requirements would not be an
eligible use of funds, but exceptions may be made in the case of assistance designed to prevent
foreclosures.
May recipie11ts create a "payroll support program" for public employees?

Use of payments from the Fund to cover payroll or benefits expenses of public employees are limited to
those employees whose work duties are substantially dedicated to mitigating or responding to the
COVID-19 public health emergency.
May recipients use Fund payments to cover employment a11d trai11i11g programs for employees that
have been furloughed due to the public health emerge11cy?

Yes, this would be an eligible expense if the government determined that the costs of such employment
and training programs would be necessary due to the public health emergency.
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May recipients use Fu11d payments to provide emergency financial assistance to individuals and
families directly impacted by a loss of income due to the COVID-19 public health emerge11cy?

Yes, if a government detennines such assistance to be a necessary expenditure. Such assistance could
include, for example, a program to assist individuals with payment of overdue rent or mortgage payments
to avoid eviction or foreclosure or unforeseen financial costs for funerals and other emergency individual
needs. Such assistance should be structured in a manner to ensure as much as possible, within the realm
of what is administratively feasible, that such assistance is necessary.
The Guidance provides that eligible expenditures may include expe11ditures related to the provision of
grants to small businesses to reimburse the costs of business interruption caused by required closures.
What is meant by a "small business," and is the Guidance intended to refer only to expe11ditures to
cover administrative expenses of such a grant program?

Governments have discretion to determine what payments are necessaiy. A program that is aimed at
assisting small businesses with the costs of business interruption caused by required closures should be
tailored to assist those businesses in need of such assistance. The amount of a grant to a small business to
reimburse the costs of business interruption caused by required closures would also be an eligible
expenditure under section 601 (d) of the Social Security Act, as outlined in the Guidance.
The Guidance provides that expenses associated with the provision of economic support in con11ection
with the public health emergency, such as expenditures related to the provision of grants to small
businesses to reimburse the costs of business interruption caused by required closures, would
constitute eligible expenditures of Fund payments. Would such expenditures be eligible in the absence
of a stay-at-home order?

Fund payments may be used for economic suppmt in the absence of a stay-at-home order if such
expenditures are detennined by the government to be necessary. This may include, for example, a grant
program to benefit small businesses that close voluntarily to promote social distancing measures or that
are affected by decreased customer demand as a result of the COVID-19 public health emergency.
May Fund payments be used to assist impacted property owners with the payment of their property
taxes?

Fund payments may not be used for govermnent revenue replacement, including the provision of
assistance to meet tax obligations.
May Fund payments be used to replace foregone utility fees? Jf11ot, can Fund payments be-used as a
direct subsidy payment to all utility account holders?

Fund payments may not be used for government revenue replacement, including the replacement of
unpaid utility fees. Fund payments may be used for subsidy payments to elec!J.icity account holders to the
extent that the subsidy payments are deemed by the recipient to be necessary expenditures incurred due to
the COVID-19 public health emergency and meet the other criteria of section 60l(d) of the Social
Security Act outlined in the Guidance. For example, if determined to be a necessaiy expenditure, a
government could provide grants to individnals facing economic hardship to allow them to pay their
utility fees and thereby continue to receive essential services.
Could Fund payments be used for capital improvement projects that broadly provide potential
economic development in a community?
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In general, no. If capital improvement projects are not necessary expenditures incurred due to the
COVID-19 public health emergency, then Fund payments may not be used for such projects.
However, Fund payments may be used for the expenses of, for example, establishing temporary public
medical facilities and other measures to increase COVID-19 treatment capacity or improve mitigation
measures, including related construction costs.

The Guidance includes workforce bonuses as an example of ineligible expenses but pl'Ovides that
hazard pay would be eligible if otherwise determined to be a necessary expense. Is there a specific
definition of "hazard pay"?
Hazard pay means additional pay for performing hazardous duty or work involving physical hardship, in
each case that is related to COVID-19.

The Guidance provides that ineligible expenditures include "[p]ayroll or benefits expenses for
employees whose work duties are not substall/ially dedicated to mitigating or responding to the
COVID-19 public health emergency." Is this intended to relate only to public employees?
Yes. This particular nonexclusive example of an ineligible expenditure relates to public employees. A
recipient would not be permitted to pay for payroll or benefit expenses of private employees and any
financial assistance (snch as grants or short-te1m loans) to private employers are not subject to the
restriction that the private employers' employees must be substantially dedicated to mitigating or
responding to the COVID-19 public health emergency.

May counties pre-pay with CARES Act funds for expenses such as a one or two-year facility lease,
such as to house staff hired in response to COVID-19?
A government should not make prepayments on contracts using payments from the Fund to the extent that
doing so would not be consistent with its ordinary course policies and procedures.

Questions Related to Administration of Fund Payments
Do governments have to return unspent funds to Treasmy?
Yes. Section 601(1)(2) of the Social Security Act, as added by section 5001(a) of the CARES Act,
provides for recoupment by the Department of the Treasury of amounts received from the Fund that have
not been used in a manner consistent with section 60 I (d) of the Social Security Act. If a government has
not used funds it has received to cover costs that were inc1med by December 30, 2020, as required by the
statute, those funds must be returned to the Department of the Treasury.

What records must be kept by governments receiving payment?
A gove1llillent should keep records sufficient to demonstrate that the amount of Fund payments to the
government has been used in accordance with section 60 I ( d) of the Social Security Act

May recipients deposit Fund payments into illterest bearing accounts?
Yes, provided that if recipients separately invest amounts received from the Fund, they must use the
interest earned or other proceeds of these investments only to cover expenditures incmTed in accordance
with section 601 (d) of the Social Security Act and the Guidance on eligible expenses. If a govermnent
deposits Fund payments in a gove1llillent's general account, it may use those funds to meet immediate
cash management needs provided that the full amount of the payment is used to cover necessary
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expenditures. Fund payments are not subject to the Cash Management Improvement Act of 1990, as
amended.
May govemments retain assets purchased with payments ji'Oln the Fund?

Yes, if the purchase of the asset was consistent with the limitations on the eligible use of funds provided
by section 60l(d) of the Social Security Act.
What rules apply to the proceeds of dispositio11 or sale of assets acquired usi11g payments from the
Fund?

If such assets are disposed of prior to December 30, 2020, the proceeds would be subject to the
restrictions on the eligible use of payments from the Fund provided by section 60l(d) of the Social
Security Act.
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