
Loudoun County, Virginia 
www.loudoun.gov 

Department of Finance and Budget 
1 Harrison Street, SE, 4th Floor 
P.O. Box 7000 
Leesburg, Virginia 20177‐7000   

August 6, 2020 

David Mekarski 

Town Manager 

221 S. Nursery Avenue 

Purcellville, VA 20132 

RE:  Second Allocation of Coronavirus Relief Fund for Towns; First Allocation Reporting Requirements 

and Return of Unused Funds 

Dear Mr. Mekarski, 

The purpose of this letter is to provide information about  

1. the second allocation of Coronavirus Relief Fund (CRF) funds and

2. reporting requirements for the first allocation of CRF funds and return of unused funds.

1. Second Allocation of CRF Funds

On May  19,  2020,  the  Board  of  Supervisors  approved  a  motion  to  accept  funding  from  the  Federal 

Government’s Coronavirus Aid, Relief, and Economic Security Act (CARES Act). The CARES Act included 

funding to support the Coronavirus Relief Fund (CRF) for local governments. The motion included direction 

to staff to distribute $891,932 to the Town of Purcellville (“first allocation”). 

On July 28, 2020, the Virginia Department of Finance informed Loudoun County that a second allocation 

of  CFR  funding  (“second  allocation”)  would  be  dispersed.  As  with  the  first  allocation,  counties  are 

instructed to disperse funding to incorporated towns in an equitable manner. Funds will be dispersed to 

towns  with  the  same  methodology  used  for  the  first  allocation  (based  on  population).  The  second 

allocation amount is equivalent to the first allocation amount. Therefore, the County plans to disperse 

$891,932 to the Town of Purcellville following the Board of Supervisors’ acceptance of the funds at its 

September 1, 2020, Business Meeting. 

As  with  the  first  allocation,  the  second  allocation  is  will  distributed  following  the  completion  of  a 

certification process and the completion and review of a spending plan. 

Certification Process 

The Commonwealth is requiring the County re‐certify as part of the second allocation, so the County will 

be requiring each town to do the same. If your town chooses to accept the second allocation of CRF funds 
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(in whole or partially), the attached certification form will need to be approved by your council and signed 

by your mayor and chief administrative officer and/or chief financial officer. The intent of the certification 

process is to ensure that you understand and agree to the terms of the CRF funding.  

 

Spending Plan for Second Allocation 

 

Because  every  town  already  has  an  approved  spending  plan  for  the  first  allocation,  the  County  is 

requesting that a new spending plan be submitted for the second allocation for two reasons: 1) There are 

two separate certification processes, and 2) the reporting requirements on the first and second spending 

plans will be different (because of timing). Spending plans will be reviewed within five business days with 

follow‐up questions being posed within that time period. I have verified that your town is an established 

vendor in our financial system so payments can be made electronically. 

 

Prior to releasing the funds, the County will review a high level spending plan for the second allocation of 

CRF  funding.  Your  spending plan  should  include brief  descriptions of  the  various  items  for which  you 

intend to use the CRF funds and how the expenditures comply with the conditions of the funding (see 

bulleted list below). The purpose of the spending plan is to ensure the funding will be used according to 

the conditions allowed and to ensure the County and towns are not spending CRF funds on the same 

expenditures.  

 

Please  remember  that CRF  funds cannot be used  to  replace  lost  revenue. Additionally,  the CARES Act 

provides that payments from the CRF only may be used to cover costs that:  

 are  necessary  expenditures  incurred  due  to  the  public  health  emergency with  respect  to  the 

Coronavirus Disease 2019 (COVID‐19); 

 were not accounted for in the budget most recently approved as of March 27, 2020, for the State 

or Local government; and 

 were incurred during the period that began on March 1, 2020, and ends on December 30, 2020. 

 

If funds are expended in a manner inconsistent with federal guidance, the town will be expected to repay 

the County for those funds. I have attached all guidance documents the County has received from the U.S. 

Department of Treasury. 

 

2. First Allocation Reporting Requirements and Return of Unused Funds 
 

By  September  1,  2020,  you will  be  required  to  submit  a mid‐cycle  report  to  the  County  on  the  first 

allocation. The following should be included in the materials that are sent to the County.  

 

1. Spending Plan (First Allocation) 

o Approved spending plan (attached) with appropriate updates to line items 

o Amount spent by line item of spending plan 

o Amount remaining to be spent by line item 

o Brief description/justification of how spending complies with conditions of the funds 

 

2. Financial Statement, showing receipt of funds and actual expenditures as of August 31, 2020 
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The County  reserves  the  right  to  request  and  examine  any backup documentation  including  invoices, 

timesheets, agreements, or other documentation as needed.  

 

At this time, all funds need to be spent or encumbered by December 30, 2020. 

 

By December 15, 2020, you will be required to return to the County any funds that will not be spent or 

encumbered by the town by December 30, 2020 (as applicable). 

 

By January 8, 2021, you will be required to submit a final report to the County. This report is a continuation 

of the mid‐cycle report and should include a final summary of expenditures, how expenditures comply 

with the conditions of the funding, and a financial report. Further details about the final report will be 

provided at a later date. 

 

Mid‐cycle reports can be emailed directly to me. 

 

 

I appreciate the care and efforts you have put into the first allocation, and I look forward to continuing to 

work with you on this important endeavor. 

 

Sincerely, 

 
 

Megan Bourke 

Assistant Director 

Department of Finance and Budget 

 

megan.bourke@loudoun.gov 

(703) 777‐0178 

 

 

Attachments 

 

 

Cc:  Hooper McCann, Director of Administration, Town of Purcellville 

Tim Hemstreet, County Administrator 

Janet Romanchyk, Acting Director, Finance and Budget 

Caleb Weitz, Assistant Director, Finance and Budget 

Lisa Cockrell, Assistant Director, Finance and Budget 

Karl Hafer, Team Lead, Finance and Budget 

Gwen Kennedy, Legislative Liaison, County Administration



CERTIFICATION FOR RECEIPT OF 
CORONAVIRUS RELIEF FUND PAYMENTS – SECOND ALLOCATION 

 
By 

 
 

The Town of _________ 
 
 
 

We the undersigned represent the Town of _________ (the Town), and we acknowledge that: 

1. we have the authority to request direct payment on behalf of the Town from the County of Loudoun (the 
County) of revenues from the Coronavirus Relief Fund (CRF) pursuant to section 601 of the Social 
Security Act, as added by section 5001 of the Coronavirus Aid, Relief, and Economic Security Act, Pub. 
L. No. 116-136, div. A, Title V (Mar. 27, 2020). 

2. we understand that the County will rely on this certification as a material representation in making a direct 
payment to the Town. 

3. the Town's proposed uses of the funds received as direct payment from the County pursuant to section 
601 of the Social Security Act will be used only to cover those costs that: 

a. are necessary expenditures incurred due to the public health emergency with respect to the 
Coronavirus Disease 2019 (COVID-19); 

b. were not accounted for in the budget most recently approved as of March 27, 2020, for the Town; 
and 

c. were incurred during the period that begins on March 1, 2020, and ends on December 30, 2020. 
4. any funds that are not expended or that will not be expended on necessary expenditures on or before 

December 30, 2020, by the Town or its grantee(s), must be returned to County no later than January 8, 
2021, so that the County may return the unexpended funds to the Commonwealth of Virginia by January 
29, 2020. We understand that the Commonwealth of Virginia is entitled to invoke state aid intercept to 
recover any such unexpended funds that have not been returned to the Commonwealth within 30 days of 
December 30, 2020. 

5. we understand that the Town will not receive continued funding beyond December 30, 2020, from any 
source to continue paying expenses or providing services that were initiated or previously supported from 
CRF funds prior to December 30, 2020. 

6. funds received as a direct payment from the County pursuant to this certification must adhere to official 
federal guidance issued or to be issued regarding what constitutes a necessary expenditure.1 

7. any CRF funds expended by the Town or its grantee(s) in any manner that does not adhere to official 
federal guidance shall be returned to the County within 15 days so that the County may return these funds 
within 30 days of finding that an expenditure is disallowed. The Commonwealth of Virginia is entitled to 
invoke state aid intercept to recover any and all such funds that are not repaid within 30 days of a finding 
that the expenditure is disallowed. 

8. as a condition of receiving the CRF funds pursuant to this certification, the Town shall retain 
documentation of all uses of the funds, including but not limited to payroll time records, invoices, and/or 
sales receipts. Such documentation shall be provided to the County by close of business on September 1, 

                                                           
1 Official Guidance for the use of funds may be found at: https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-
Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf.  
 
Frequently asked questions may be found at: https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-
Questions.pdf. 

https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-Questions.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-Questions.pdf


2020 for payments through that date, and final documentation shall be provided on January 8, 2021, or 
upon request. 

9. the Town must maintain proper accounting records to segregate these expenditures from those supported 
by other funding sources and that all such records will be subject to audit. 

10. any funds provided pursuant to this certification cannot be used as a revenue replacement for lower than 
expected revenue collections from taxes, fees, or any other revenue source. 

11. any CRF funds received pursuant to this certification will not be used for expenditures for which the Town 
has received funds from any other emergency COVID-19 supplemental funding (whether state, federal, 
or private in nature) for that same expense nor may CRF funds be used for purposes of matching other 
federal funds unless specifically authorized by federal statute, regulation, or guideline. 

12. we understand that the Town will receive an equitable share of CRF funds received by the County from 
the Commonwealth of Virginia.  Such grant shall be used by the Town solely for necessary expenditures 
incurred due to the public health emergency with respect to the Coronavirus Disease 2019 (COVID-19), 
as prescribed in this certification. We acknowledge that the County is responsible for ensuring the Town’s 
compliance with the documentation requirements of this certification, and for ensuring that the Town’s 
use of the CRF funds meets the requirements set forth in this certification. Accordingly, we certify that 
the Town will comply, in a timely fashion, with all requests made by the County for the purpose of 
ensuring compliance with the requirements of this certification and Section 601 of the Social Security Act. 

 

 

We certify that we have read the above certification and our statements contained herein are true and correct to 
the best of our knowledge. 

 

 

By: 
 
 

By: 
 
 

By: 
 
 
 

Signature: 
 
 
 

Signature: 
 
 
 

Signature: 
 
 
 

Title: 
 
 
 
 

Title: 
 
 
 

Title: 
 
 
 

Date: 
 
 
 

Date: 
 
 
 

Date: 
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Coronavirus Relief Fund  
Frequently Asked Questions 

Updated as of August 10, 20201 

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”).2 Amounts paid from the Fund are subject to the restrictions outlined in the Guidance and 
set forth in section 601(d) of the Social Security Act, as added by section 5001 of the Coronavirus Aid, 
Relief, and Economic Security Act (“CARES Act”). 

A.  Eligible Expenditures 

1. Are governments required to submit proposed expenditures to Treasury 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.   

2. 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 
government 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-19 public health emergency.  For this reason, and as a matter of administrative 
convenience in light of the emergency nature of this program, a State, territorial, local, or Tribal 
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. 

3. The Guidance says that a cost was not accounted for in the most recently approved budget if the 
cost is for a substantially different use from any expected use of funds in such a line item, 
allotment, or allocation.  What would qualify as a “substantially different use” for purposes of the 
Fund eligibility? 

Costs incurred 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-19 public health emergency, have been diverted to substantially different 
functions.  This would include, for example, the costs of redeploying corrections 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 support 
management and enforcement of stay-at-home orders; or the costs of diverting educational support 
staff or faculty to develop online learning capabilities, such as through providing information 
technology support that is not part of the staff or faculty’s ordinary responsibilities.   

                                                           
1 On August 10, 2020, these Frequently Asked Questions were revised to add Questions 49–52.  The previous 
revision was made on July 8.   
2 The Guidance is available at https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-
State-Territorial-Local-and-Tribal-Governments.pdf. 

https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
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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 instruction capabilities may be a substantially different use of funds, online instruction itself is 
not a substantially different use of public funds than classroom instruction. 

4. May a State receiving a payment transfer funds to a local government? 

Yes, provided that the transfer qualifies as a necessary expenditure incurred 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 Department if they have not been used in a manner 
consistent with section 601(d) of the Social Security Act.   

5. May a unit of local government receiving a Fund payment transfer funds to another unit of 
government?     

Yes.  For example, a county may transfer 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 necessary 
expenditure incurred 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 example, 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. 

6. Is a Fund payment recipient required to transfer 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.   

7. Are recipients required to use other federal funds or seek reimbursement under other federal 
programs before using Fund payments to satisfy eligible expenses?   

No.  Recipients may use Fund payments for any expenses eligible under section 601(d) of the Social 
Security Act outlined in the Guidance.  Fund payments are not required to be used as the source of 
funding of last resort.  However, as noted below, recipients may not use payments from the Fund to 
cover expenditures for which they will receive reimbursement.   

8. Are there prohibitions on combining a transaction supported with Fund payments with other 
CARES Act funding or COVID-19 relief Federal funding? 

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 government pursuant to the CARES Act of contributions by 
States to State unemployment funds, are not eligible uses of Fund payments.   
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9. Are States permitted to use Fund payments to support state unemployment insurance funds 
generally?  

To the extent that the costs incurred 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 permit States to use Fund payments to 
prevent expenses related to the public health emergency from causing their state unemployment 
insurance funds to become insolvent.   

10. 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 government pursuant to the CARES 
Act or otherwise.  

11. 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 emergency.”  What are some examples of types of 
covered employees?  

The 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.   

12. In some cases, first responders and critical health care workers that contract COVID-19 are 
eligible for workers’ compensation coverage.  Is the cost of this expanded workers compensation 
coverage eligible? 

Increased workers compensation cost to the government due to the COVID-19 public health 
emergency incurred during the period beginning March 1, 2020, and ending December 30, 2020, is an 
eligible expense. 

13. 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 otherwise consistent with 
section 601(d) of the Social Security Act outlined in the Guidance, such expenses would be eligible. 
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14. 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 determine that providing 
assistance in the form 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.    

15. May Fund payments be used for COVID-19 public health emergency recovery planning? 

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. 

16. Are expenses associated with contact tracing eligible? 

Yes, expenses associated with contact tracing are eligible. 

17. To what extent may a government use Fund payments to support the operations of private 
hospitals? 

Governments may use Fund payments to support public or private hospitals to the extent that the 
costs are necessary expenditures incurred due to the COVID-19 public health emergency, but the 
form such assistance would take may differ.  In particular, financial assistance to private hospitals 
could take the form of a grant or a short-term loan. 

18. May payments from the Fund be used to assist individuals with enrolling in a government benefit 
program for those who have been laid off due to COVID-19 and thereby lost health insurance? 

Yes.  To the extent that the relevant government official determines that these expenses are necessary 
and they meet the other requirements set forth in section 601(d) of the Social Security Act outlined in 
the Guidance, these expenses are eligible. 

19. May recipients use Fund payments to facilitate livestock depopulation incurred by producers due to 
supply chain disruptions? 

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. 

20. Would providing a consumer grant program to prevent eviction and assist in preventing 
homelessness be considered an 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 601(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. 
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21. May recipients 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.   

22. May recipients use Fund payments to cover employment and training programs for employees that 
have been furloughed due to the public health emergency?  

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. 

23. May recipients use Fund payments to provide emergency financial assistance to individuals and 
families directly impacted by a loss of income due to the COVID-19 public health emergency?   

Yes, if a government determines 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. 

24. The Guidance provides that eligible expenditures may include expenditures 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 
expenditures to cover administrative expenses of such a grant program? 

Governments have discretion to determine what payments are necessary.  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.   

25. The Guidance provides that expenses associated with the provision of economic support in 
connection 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 support in the absence of a stay-at-home order if such 
expenditures are determined 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.   

26. May Fund payments be used to assist impacted property owners with the payment of their property 
taxes? 

Fund payments may not be used for government revenue replacement, including the provision of 
assistance to meet tax obligations.    
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27. May Fund payments be used to replace foregone utility fees?  If not, 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 electricity 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 601(d) 
of the Social Security Act outlined in the Guidance.  For example, if determined to be a necessary 
expenditure, a government could provide grants to individuals facing economic hardship to allow 
them to pay their utility fees and thereby continue to receive essential services.   

28. Could Fund payments be used for capital improvement projects that broadly provide potential 
economic development in a community?  

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. 

29. The Guidance includes workforce bonuses as an example of ineligible expenses but provides 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.  

30. The Guidance provides that ineligible expenditures include “[p]ayroll or benefits expenses for 
employees whose work duties are not substantially 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 (such as grants or short-term 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. 

31. 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.   

32. Must a stay-at-home order or other public health mandate be in effect in order for a government to 
provide assistance to small businesses using payments from the Fund? 

No. The Guidance provides, as an example of an eligible use of payments from the Fund, 
expenditures related to the provision of grants to small businesses to reimburse the costs of business 
interruption caused by required closures.  Such assistance may be provided using amounts received 
from the Fund in the absence of a requirement to close businesses if the relevant government 
determines that such expenditures are necessary in response to the public health emergency.   



7 
 

33. Should States receiving a payment transfer funds to local governments that did not receive 
payments directly from Treasury? 

Yes, provided that the transferred funds are used by the local government for eligible expenditures 
under the statute.  To facilitate prompt distribution of Title V funds, the CARES Act authorized 
Treasury to make direct payments to local governments with populations in excess of 500,000, in 
amounts equal to 45% of the local government’s per capita share of the statewide allocation.  This 
statutory structure was based on a recognition that it is more administratively feasible to rely on 
States, rather than the federal government, to manage the transfer of funds to smaller local 
governments.  Consistent with the needs of all local governments for funding to address the public 
health emergency, States should transfer funds to local governments with populations of 500,000 or 
less, using as a benchmark the per capita allocation formula that governs payments to larger local 
governments.  This approach will ensure equitable treatment among local governments of all sizes. 

For example, a State received the minimum $1.25 billion allocation and had one county with a 
population over 500,000 that received $250 million directly.  The State should distribute 45 percent of 
the $1 billion it received, or $450 million, to local governments within the State with a population of 
500,000 or less.   

34. May a State impose restrictions on transfers of funds to local governments?  

Yes, to the extent that the restrictions facilitate the State’s compliance with the requirements set forth 
in section 601(d) of the Social Security Act outlined in the Guidance and other applicable 
requirements such as the Single Audit Act, discussed below.  Other restrictions are not permissible. 

35. If a recipient must issue tax anticipation notes (TANs) to make up for tax due date deferrals or 
revenue shortfalls, are the expenses associated with the issuance eligible uses of Fund payments? 

If a government determines that the issuance of TANs is necessary due to the COVID-19 public 
health emergency, the government may expend payments from the Fund on the interest expense 
payable on TANs by the borrower and unbudgeted administrative and transactional costs, such as 
necessary payments to advisors and underwriters, associated with the issuance of the TANs. 

36. May recipients use Fund payments to expand rural broadband capacity to assist with distance 
learning and telework? 

Such expenditures would only be permissible if they are necessary for the public health emergency.  
The cost of projects that would not be expected to increase capacity to a significant extent until the 
need for distance learning and telework have passed due to this public health emergency would not be 
necessary due to the public health emergency and thus would not be eligible uses of Fund payments.   

37. Are costs associated with increased solid waste capacity an eligible use of payments from the 
Fund? 

Yes, costs to address increase in solid waste as a result of the public health emergency, such as relates 
to the disposal of used personal protective equipment, would be an eligible expenditure. 
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38. May payments from the Fund be used to cover across-the-board hazard pay for employees working 
during a state of emergency?   

No.  The Guidance says that funding may 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.  Hazard pay is a form of 
payroll expense and is subject to this limitation, so Fund payments may only be used to cover hazard 
pay for such individuals.     

39. May Fund payments be used for expenditures related to the administration of Fund payments by a 
State, territorial, local, or Tribal government?    

Yes, if the administrative expenses represent an increase over previously budgeted amounts and are 
limited to what is necessary.  For example, a State may expend Fund payments on necessary 
administrative expenses incurred with respect to a new grant program established to disburse amounts 
received from the Fund.    

40. May recipients use Fund payments to provide loans? 

Yes, if the loans otherwise qualify as eligible expenditures under section 601(d) of the Social Security 
Act as implemented by the Guidance.  Any amounts repaid by the borrower before December 30, 
2020, must be either returned to Treasury upon receipt by the unit of government providing the loan 
or used for another expense that qualifies as an eligible expenditure under section 601(d) of the Social 
Security Act.  Any amounts not repaid by the borrower until after December 30, 2020, must be 
returned to Treasury upon receipt by the unit of government lending the funds. 

41. May Fund payments be used for expenditures necessary to prepare for a future COVID-19 
outbreak?  

Fund payments may be used only for expenditures necessary to address the current COVID-19 public 
health emergency.  For example, a State may spend Fund payments to create a reserve of personal 
protective equipment or develop increased intensive care unit capacity to support regions in its 
jurisdiction not yet affected, but likely to be impacted by the current COVID-19 pandemic. 

42. May funds be used to satisfy non-federal matching requirements under the Stafford Act? 

Yes, payments from the Fund may be used to meet the non-federal matching requirements for 
Stafford Act assistance to the extent such matching requirements entail COVID-19-related costs that 
otherwise satisfy the Fund’s eligibility criteria and the Stafford Act.  Regardless of the use of Fund 
payments for such purposes, FEMA funding is still dependent on FEMA’s determination of eligibility 
under the Stafford Act. 

43. Must a State, local, or tribal government require applications to be submitted by businesses or 
individuals before providing assistance using payments from the Fund? 

Governments have discretion to determine how to tailor assistance programs they establish in 
response to the COVID-19 public health emergency.  However, such a program should be structured 
in such a manner as will ensure that such assistance is determined to be necessary in response to the 
COVID-19 public health emergency and otherwise satisfies the requirements of the CARES Act and 
other applicable law.  For example, a per capita payment to residents of a particular jurisdiction 
without an assessment of individual need would not be an appropriate use of payments from the Fund.   
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44. May Fund payments be provided to non-profits for distribution to individuals in need of financial 
assistance, such as rent relief?  

Yes, non-profits may be used to distribute assistance.  Regardless of how the assistance is structured, 
the financial assistance provided would have to be related to COVID-19.   

45. May recipients use Fund payments to remarket the recipient’s convention facilities and tourism 
industry? 

Yes, if the costs of such remarketing satisfy the requirements of the CARES Act.  Expenses incurred 
to publicize the resumption of activities and steps taken to ensure a safe experience may be needed 
due to the public health emergency.  Expenses related to developing a long-term plan to reposition a 
recipient’s convention and tourism industry and infrastructure would not be incurred due to the public 
health emergency and therefore may not be covered using payments from the Fund.   

46. May a State provide assistance to farmers and meat processors to expand capacity, such to cover 
overtime for USDA meat inspectors? 

If a State determines that expanding meat processing capacity, including by paying overtime to 
USDA meat inspectors, is a necessary expense incurred due to the public health emergency, such as if 
increased capacity is necessary to allow farmers and processors to donate meat to food banks, then 
such expenses are eligible expenses, provided that the expenses satisfy the other requirements set 
forth in section 601(d) of the Social Security Act outlined in the Guidance.  

47. The guidance provides that funding may 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.  May Fund 
payments be used to cover such an employee’s entire payroll cost or just the portion of time spent 
on mitigating or responding to the COVID-19 public health emergency?   

As a matter of administrative convenience, the entire payroll cost of an employee whose time is 
substantially dedicated to mitigating or responding to the COVID-19 public health emergency is 
eligible, provided that such payroll costs are incurred by December 30, 2020.  An employer may also 
track time spent by employees related to COVID-19 and apply Fund payments on that basis but 
would need to do so consistently within the relevant agency or department. 

48. May Fund payments be used to cover increased administrative leave costs of public employees who 
could not telework in the event of a stay at home order or a case of COVID-19 in the workplace? 

The statute 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.  As stated in the Guidance, 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 is for a substantially different use from any expected use of funds in 
such a line item, allotment, or allocation.  If the cost of an employee was allocated to administrative 
leave to a greater extent than was expected, the cost of such administrative leave may be covered 
using payments from the Fund.   
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49. Are States permitted to use Coronavirus Relief Fund payments to satisfy non-federal matching 
requirements under the Stafford Act, including “lost wages assistance” authorized by the 
Presidential Memorandum on Authorizing the Other Needs Assistance Program for Major 
Disaster Declarations Related to Coronavirus Disease 2019 (August 8, 2020)?  

Yes.  As previous guidance has stated, payments from the Fund may be used to meet the non-federal 
matching requirements for Stafford Act assistance to the extent such matching requirements entail 
COVID-19-related costs that otherwise satisfy the Fund’s eligibility criteria and the Stafford Act.  
States are fully permitted to use payments from the Fund to satisfy 100% of their cost share for lost 
wages assistance recently made available under the Stafford Act. 

50. At what point would costs be considered to be incurred in the case of a grant made by a State, local, 
or tribal government to cover interest and principal amounts of a loan, such as might be provided 
as part of a small business assistance program in which the loan is made by a private institution? 

A grant made to cover interest and principal costs of a loan, including interest and principal due after 
the period that begins on March 1, 2020, and ends on December 30, 2020 (the “covered period”), will 
be considered to be incurred during the covered period if (i) the full amount of the loan is advanced to 
the borrower within the covered period and (ii) the proceeds of the loan are used by the borrower to 
cover expenses incurred during the covered period.  In addition, if these conditions are met, the 
amount of the grant will be considered to have been used during the covered period for purposes of 
the requirement that expenses be incurred within the covered period.  Such a grant would be 
analogous to a loan provided by the Fund recipient itself that incorporates similar loan forgiveness 
provisions.  As with any other assistance provided by a Fund recipient, such a grant would need to be 
determined by the recipient to be necessary due to the public health emergency.   

51. If governments use Fund payments as described in the Guidance to establish a grant program to 
support businesses, would those funds be considered gross income taxable to a business receiving 
the grant under the Internal Revenue Code (Code)? 

Please see the answer provided by the Internal Revenue Service (IRS) available at 
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions. 

52. If governments use Fund payments as described in the Guidance to establish a loan program to 
support businesses, would those funds be considered gross income taxable to a business receiving 
the loan under the Code? 

Please see the answer provided by the IRS available at https://www.irs.gov/newsroom/cares-act-
coronavirus-relief-fund-frequently-asked-questions. 

B.  Questions Related to Administration of Fund Payments   

1. Do governments have to return unspent funds to Treasury? 

Yes. Section 601(f)(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 601(d) of the Social Security Act. If a 
government has not used funds it has received to cover costs that were incurred by December 30, 
2020, as required by the statute, those funds must be returned to the Department of the Treasury. 

https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions
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2. What records must be kept by governments receiving payment? 

A government should keep records sufficient to demonstrate that the amount of Fund payments to the 
government has been used in accordance with section 601(d) of the Social Security Act. 

3. May recipients deposit Fund payments into interest 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 incurred in 
accordance with section 601(d) of the Social Security Act and the Guidance on eligible expenses.  If a 
government deposits Fund payments in a government’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 expenditures.  Fund payments are not subject to the Cash Management Improvement 
Act of 1990, as amended. 

4. May governments retain assets purchased with payments from the Fund? 

Yes, if the purchase of the asset was consistent with the limitations on the eligible use of funds 
provided by section 601(d) of the Social Security Act.  

5. What rules apply to the proceeds of disposition or sale of assets acquired using 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 601(d) of the Social 
Security Act. 

6. Are Fund payments to State, territorial, local, and tribal governments considered grants?    

No.  Fund payments made by Treasury to State, territorial, local, and Tribal governments are not 
considered to be grants but are “other financial assistance” under 2 C.F.R. § 200.40.  

7. Are Fund payments considered federal financial assistance for purposes of the Single Audit Act? 

Yes, Fund payments are considered to be federal financial assistance subject to the Single Audit Act 
(31 U.S.C. §§ 7501-7507) and the related provisions of the Uniform Guidance, 2 C.F.R. § 200.303 
regarding internal controls, §§ 200.330 through 200.332 regarding subrecipient monitoring and 
management, and subpart F regarding audit requirements. 

8. Are Fund payments subject to other requirements of the Uniform Guidance? 

Fund payments are subject to the following requirements in the Uniform Guidance (2 C.F.R. Part 
200): 2 C.F.R. § 200.303 regarding internal controls, 2 C.F.R. §§ 200.330 through 200.332 regarding 
subrecipient monitoring and management, and subpart F regarding audit requirements. 

9. Is there a Catalog of Federal Domestic Assistance (CFDA) number assigned to the Fund? 

Yes. The CFDA number assigned to the Fund is 21.019.  
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10. If a State transfers Fund payments to its political subdivisions, would the transferred funds count 
toward the subrecipients’ total funding received from the federal government for purposes of the 
Single Audit Act? 

Yes.  The Fund payments to subrecipients would count toward the threshold of the Single Audit Act 
and 2 C.F.R. part 200, subpart F re: audit requirements.  Subrecipients are subject to a single audit or 
program-specific audit pursuant to 2 C.F.R. § 200.501(a) when the subrecipients spend $750,000 or 
more in federal awards during their fiscal year. 

11. Are recipients permitted to use payments from the Fund to cover the expenses of an audit 
conducted under the Single Audit Act? 

Yes, such expenses would be eligible expenditures, subject to the limitations set forth in 2 C.F.R. § 
200.425. 

12. If a government has transferred funds to another entity, from which entity would the Treasury 
Department seek to recoup the funds if they have not been used in a manner consistent with 
section 601(d) of the Social Security Act? 

The Treasury Department would seek to recoup the funds from the government that received the 
payment directly from the Treasury Department.  State, territorial, local, and Tribal governments 
receiving funds from Treasury should ensure that funds transferred to other entities, whether pursuant 
to a grant program or otherwise, are used in accordance with section 601(d) of the Social Security Act 
as implemented in the Guidance. 
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