
AGENDA ITEM #10. 10
c ry of

Pequot
Lakes—   -

REPORT TO CITY COUNCIL

Report Prepared by:  Nancy Malecha

Date:   July 7, 2020

Subiect:      CARES Act Funding

Report:       Mayor Tayloe received the attached email from Representative Josh

Heintzeman informing him that the CARES Act Funding Bill has been approved to
distribute federal dollars to counties, cities, and towns for COVID- 19 related
expenses incurred due to the pandemic and the revenue declines that will result
from the economic impacts.  The appropriation amount for the City of Pequot
Lakes is $ 176,748.

Attached are non-exhaustive lists of eligible and ineligible expenditures that
are/are not permitted for CARES Act funds, requirements and instructions for local

governments receiving these funds, a Certification Form that must be submitted
prior to disbursement of the funds (and no later than 9- 15- 20), guidance, and

frequently asked questions for the Council to consider.  At this time, there are

many more questions than answers as to what is considered eligible expenditures
for local governments and it is my hope that continued guidance will be available
as more information is gathered.

Council Action Requested:   Council discussion and review of eligible
expenditures permitted for CARES Act funds.
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From: Josh Heintzeman< rep. iosh. heintzeman@house. mn>

Sent: Monday, June 29, 2020 5: 01 PM
To: mavor@pequotlakes- mn. ov

Subject: Update on CARES Act Funding for Pequot Lakes

Mayor Tayloe,

I wanted to provide you an update on the federal CARES Act funding bill and give guidance on how to
apply.

Earlier this month, all four legislative caucuses reached a bipartisan agreement to distribute$ 841 million

in federal dollars;$ 467M would go to counties,$ 350M to cities, and $ 23M to towns.

That plan has now been approved and will start to be disbursed at the end of this month and no

applications will be accepted after September 15.

How to Apply

To be eligible, local governments must certify that they will follow state and federal guidelines for use of
the relief funds. (See state Requirements and Instructions and federal guidance.) To apply:

1.   Download and complete the Coronavirus Relief Fund Certification Form ( PDF)

2.   Email the form to PropTax.Admin@state. mn. us

Certifications will be accepted until September 15, 2020. Certifications received after September 15 will

not be eligible for a distribution.

Certification and Distribution Schedule

Funds will be distributed approximately 6- 8 business days after each of these certification dates:

June 26

June 29

July 20

luly 31
August 14

August 28

September 15

A reminder on the approved use of this funding is below. Remember to document the use of these
funds as the state must recoup money if local governments are found to have spent the aid improperly.

Sincerely,

Josh Heintzeman

Rep. losh Heintzeman
House District 10A

100 Rev. Dr. Martin Luther King Jr. Blvd.
Saint Paul, Minnesota 55155

651) 296-4333



For scheduling, please contact my
Legislative Assistant, Sam Moyer

651)296-4371

sam. mover@house. mn

If you would like to receive my weekly E- mail newsletter, please visit http:// www.house. mn/ 10A and

click on " Join my e- mail updates list for announcements."

CRF FUNDING INFORMATION

The CARES Act is very clear that CRF funding must be COVID- 19 related.

Moreover, the CARES Act is very clear that CRF funding MAY NOT be used to fill shortfalls in government
revenue to cover expenditures that would not otherwise qualify under the statute. A broad range of
uses is allowed, revenue replacement is not a permissible use of CRF payments.

In other words, according to analysis from NCSL, CRF funds can cover expenses incurred due to the
pandemic and the revenue declines that will result from the economic impacts. The expenses cannot

have been included in each state' s most-recently adopted budget, for example, the May 2019 two-year
biennial budget for Minnesota.

CRF Eligible Expenditures: The following is a non- exhaustive list of expenditures that are permitted
with CARES Act funds allocated to state and local governments:

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

2.   Expenses for establishing temporary public medical facilities related to COVID- 19, including
construction costs

3.   Costs of providing COVID- 19 testing, including serological testing
4.   Emergency medical response expenses, including emergency medical transportation related to

COVI D- 19

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

6.   Expenses for communication and enforcement of public health orders related to COVID- 19

7.   Expenses for disinfection of public areas and other facilities

8.   Expenses for acquisition and distribution of inedical and protective supplies for medical

personnel, police officers, social workers, child protection services, child welfare officers, direct

service providers for older adults and disabled individuals, and other health or safety workers

9.   Expenses for technical assistance to local authorities or other entities in response to COVID- 19

10. Expenses for public safety measures undertaken in response to COVID- 19
11. Expenses for quarantining individuals

12. Payroll expenses for public safety, health care, human services, and similar employees whose
services are substantially dedicated to mitigating or responding to COVID- 19

13. Expenses for food delivery to residents

14. Expenses to facilitate distance learning
15. Expenses to improve telework capabilities for public employees

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

17. Sanitation expenses for maintaining state prisons or jails



18. Expenses for caring for the homeless to mitigate COVID- 19 effects
19. Expenditures related to the provision of grants to small businesses to reimburse the costs of

business interruption caused by closures
20. Expenditures related to government payroll support programs

21. Unemployment insurance costs related to COVID- 19( if not reimbursed by the federal
government)

Ineligible Expenditures: The following is a non-exhaustive list of expenditures that would not be
eligible expenditures with CARES Act funds allocated to state and local governments.

1.   Expenses for the State share of Medicaid

2.   Damages covered by insurance
3.   Payroll or benefits expenses for employees whose work duties are not substantially dedicated to

mitigating or responding to COVID- 19
4.   Expenses that have been or will be reimbursed under any federal program
5.   Reimbursement to donors for donated items or services
6.   Workforce bonuses other than hazard pay or overtime
7.   Severance pay
8.   Legal settlements

9.   Elective abortions or research where the human embryo is destroyed, with exceptions

Recordkeeping Requirements

A government entity receiving funds must keep records " sufficient to demonstrate rhat the amount of
Fund payments to the Government has been used in accordance with Section 601( dJ of the Social
Security Act."

i,
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DEPARTMENT MANAGEMENT
OF REVENUE 4ND BIJQGET

Date:  06/ 25/ 2020( Updated 6/ 29/ 2020)

To:     Minnesota Cities, Towns, and Counties

From:  Minnesota Department of Revenue and Minnesota Management and Budget

RE: Requirements and Instructions for Local Governments receiving
Coronavirus Relief Funds (CRF), CFDA 21.019

Financial Systems

Local governments receiving aid under this distribution must have a MN SWIFT Supplier ID prior to

disbursement. Use this link for registration if you do not currently have a SWIFT Supplier ID. If you
already have this ID you do not need to apply for a new one.

Local governments that do not have a federal Data Universal Number Svstem ( DUNS) number will need

to obtain one and register in the federal Svstem for Award Mana ement (SAM) within 30 days of

receipt of CRF funds from the State of Minnesota. This is a required to allow the federal government to
track the distribution of federal funds.

FEMA, Workers' Compensation and Local Public Health Costs

Local jurisdictions understand that they are responsible for FEMA nonfederal share, workers

compensation, and the costs of supporting its Community Health Board COVID- 19 response. Local

jurisdictions should not anticipate additional funds for these purposes. Accordingly:

A local government receiving aid under this distribution should use the funds, if necessary, to pay its
nonfederal share of federal disaster( FEMA) assistance due to the COVID- 19 public health peacetime

emergency. According to U. S. Department of Treasurv Guidance, CRF inay be used to meet the non-
federal matching requirements.

A local government receiving aid under this distribution should use the funds, if necessary, to pay for
COVID- 19 workers' compensation costs expended between April 7, 2020 and December 1, 2020 for

employees in job classifications entitled to the presumption established by Laws 2020, chapter 72,
section 1. According to U. S. Department of Treasurv Guidance, increased workers' compensation costs

to the government due to the COVID- 19 public health emergency is an eligible expense.

A local government receiving aid under this distribution should use the funds, if necessary, to support
its Community Health Board COVID- 19 response including for priority activities identified in
consultation between the local boards and the Minnesota Department of Health.       j
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Federal Audit Requirements

A local government receiving aid under this distribution is required to obtain a federal single audit if its
expenditures of federal funds exceeds$ 750,000 in its fiscal year as explained below:

200.501 Audit requirements.

a) Audit required. A non- Federal entity that expends$ 750,000 or more during the non- Federal
entity's fiscal year in Federal awards must have a single or program- specific audit conducted for that
year in accordance with the provisions of this part.

b) Single audit. A non- Federal entity that expends$ 750,000 or more during the non- Federal
entity's fiscal year in Federal awards must have a single audit conducted in accordance with §200.514
Scope of audit except when it elects to have a program-specific audit conducted in accordance with

paragraph ( c) of this section.

c) Program-specific audit election. When an auditee expends Federal awards under only one

Federal program (excluding R& D) and the Federal program' s statutes, regulations, or the terms and
conditions of the Federal award do not require a financial statement audit of the auditee, the auditee

may elect to have a program- specific audit conducted in accordance with §200.507 Program- specific
audits. A program-specific audit may not be elected for R& D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the same pass- through

entity, and that Federal agency, or pass- through entity in the case of a subrecipient, approves in
advance a program-specific audit.

d) Exemption when Federal awards expended are less than$ 750,000. A non- Federal entity that

expends less than $750,000 during the non- Federal entity' s fiscal year in Federal awards is exempt
from Federal audit requirements for that year, except as noted in § 200.503 Relation to other audit

requirements, but records must be available for review or audit by appropriate officials of the Federal

agency, pass- through entity, and Government Accountability Office (GAO).

State Reporting Requirements

Local governments will be required to report expenditures to the state monthly using an online portal.

County Supplemental Appropriations
Cities and towns with populations under 200 are not eligible for a direct allocation from the state.

Instead, consistent with the legislative proposal, the home county for these cities and towns will
receive supplemental aid to be distributed to those cities and towns. The amount of the county

distribution to cities and towns is equal to the lesser of the state supplemental aid for that jurisdiction

or the jurisdictions documented allowable costs.

The city supplemental aid to counties is equal to the population of cities under 200 in the county
multiplied by$ 75. 34. The town supplemental aid to counties is equal to the population of towns under
200 in the county multiplied by$ 25.



DEPARTMENT

OF REVENUE

Coronavirus Relief Fund Certification Form

The Coronavirus Relief Fund( CRF) Certification Form must be submitted prior to disbursement of the funds.

Submit by email to proptax.admin@state. mn. us or by mail to Property Tax Division, Mail Station 3340, St. Paul, MN 55146

Name of Local Government( if city or town indude county)    SWIFT Supplier ID tf( if known)      Phone Number

Name and Title of Person Flling Out Form Email Address

By submitting this application, the above- named local government(" local governmenY') certifies that it will honor all
commitments in the statements below and the Information and Requirements document.

1.   The distributed funds will be used by the local government 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)(" necessary expenditures"), as described and defined by official federai guidance on section

601(d) of the Social Security Act, as added by section 5001 of Public Law 116- 136(" federal guidance");
b.   Were not accounted for in the budget most recently approved as of March 27, 2020, for the local government; and
c.   Were or will be incurred during the period that begins on March 1, 2020, and ends on December 1, 2020. A cost is

incurred when the local government has expended funds to cover the cost.

2.   The funds distributed pursuant to this certification will not be used by the local government in any manner contrary to
federal guidance. This includes, but is not limited to:

a.   As a revenue replacement for lower than expected tax or other revenue collections; and

b.   For expenditures for which the local government has received other emergency COVID- 19 supplemental funding
for that same expense, regardless of the funding source.

3.   The local government is responsible for repayment of any funds used by the local government in any manner contrary to
federal or State of Minnesota guidance.

4.   The local government will periodically report expenditures from the Coronavirus Relief Fund as required by Minnesota
Management and Budget.

5.   Any aid amount remaining unexpended by an eligible city or town on November 15, 2020, must be sent to the home county
in which the city or town is located. For cities located in Hennepin County the funds must be transferred to Hennepin

County Medical Center or granted to another hospital in the count s boundaries. For the cities or towns located in Ramsey
County the funds must be granted to Regions Hospital or another hospital in the county' s boundaries. The transfer must be
made no later than November 20, 2020. Any amount of aid remaining unexpended by an eligible county by December 1,
2020 must be returned to Minnesota Management and Budget by December 10, 2020.

6.   The local government will maintain copies of any agreements to share Coronavirus Relief Funds pursuant to a joint powers
agreement under Minn. Stat.§ 471. 59. Copies of such agreements and accounting records must be sufficient to document
the funds distributed to other local governments.

7.   The local government is responsible for FEMA nonfederal share, increased workers compensation costs, and costs of

supporting its Community Health Board COVID- 19 response, and should not anticipate additional state funds for these
purposes.

8.   The local government understands that these funds are subject to the requirements under 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.

1 certify that 1 have the authority to complete this certification on behalf of the local government.

Signature of Chief Executive of Local Government Title Date

Federal Award Name and CFDA Number: 601(d) of the Social Security Act( CARES Act) CFDA Number 21.019



Coronavirus Relief Fund

Guidance for 5tate, Territorial, Local, and Tribal Governments

Apri122, 2020

The purpose of this document is to provide guidance to recipients of the funding available under section
601( a) of the Social Security Act, as added by section 5001 of the Coronavirus Aid, Relief, and Economic
Security Act(" CARES Act"). The CARES Act established the Coronavirus 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 uses to States and certain local governments; the District ofColumbia and U. S.
Territories( 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 that—

1.  are necessary expenditures incuned due to the public health emergency with respect to
the Coronavirus 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 incurred during the period that begins on March 1, 2020, and ends on December 30,
2020.'

The guidance that follows sets forth the Department of the Treasury' s interpretation of these limitations
on the permissible use of Fund payments.

Necessary expenditures incurred due to the public health emergency

The requirement that expenditures be incurred" 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 Tribal government to respond
directly to the emergency, such as by addressing medical or public health needs, as well as expenditures
incurred 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 government 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 Deparhnent

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 accountedfor in the budget most recently approved as ofMarch 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

See Section 601( d) of the Social Security Act, as added by section 5001 of the CARES Act.
I
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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 government, 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" incurred" when the responsible unit of government has expended funds to cover the cost.

Nonexclusive examp[ es ofe[ igible expenditures

Eligible expenditures include, but are not limited to, payment for:

1.  Medical expenses such as:

COVID- l9-related expenses of public hospitals, clinics, and similar facilities.

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

Costs ofproviding 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- 19-
related treatment.

2.  Public health expenses such as:

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

Expenses for acquisition and distribution of inedical 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 authorities or other entities on mitigation of

COVID- 19- related threats to public health and safety.

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

Expenses for quarantining individuals.
3.  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.

2
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4.  Expenses of actions to facilitate compliance with COVID- 19- related public health measures, such

as:

Expenses for food delivery 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.

5.  Expenses associated with the provision of economic support 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, territorial, local, or Tribal government payroll support
program.

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.

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

Nonexclusive examp[es of ineligible expenditures2

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.

2 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 i

would, as certified by a physician, place the woman in danger of death unless an abortion is performed.     
Furthermore, 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.     
3 See 42 C. F.R. § 433. 51 and 45 C.F. R. § 75306.
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4.  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.

5.  Reimbursement to donors for donated items or services.

6.  Workforce bonuses other than hazard pay or overtime.

7.  Severance pay.

8.  Legal settlements.

4



Coronavirus Relief Fund

Frequently Asked Questions
Updated as of June 24, 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").' 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").

Eligible Expenditures

Are governments required to submitproposed 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.

The Guidance says thatfunding can be used to meetpayroll expenses forpublic safety,public health,
health care, human services, and similar employees whose services are substantia[ ly dedicated to
mitigating or responding to the COVID-19 public health enrergency. How does a government
determine whether payroll expensesfor 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.

The Guidance says that a cost was not accountedfor in the most recently approved budget if the cost is
for a substantial[y different use from any expected use offunds in such a line item, a[lotnient, or
a[location.  What would qualify as a " substantially different use" forpurposes of the Fund e[ igibility?

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 conections 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 leaming capabilities, such as through providing information technology support that is not
part of the staff or faculty' s ordinary 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
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.

The Guidance is available at https:// home. treasurY ov/ svstem/ files/ 136/Coronavirus- Relief-Fund-Guidance- for-
State-Territorial-Local- and-Tribal- Governments.pdf.
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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.

May a unit oflocal government receiving a Fundpayment transferfunds 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.

Is a Fundpayment recipient required to transferfunds to a smaller, constituent unit ofgovernment
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 otherfederalfunds or seek reimbursement under otherfederalprograms

before using Fundpayments to satisfy eligible expenses?

No. Recipients may use Fund payrnents 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.

Are there prohibidons on combining a transaction supported with Fundpayments with other CARES
Actfunding or COVID-19 reliefFederalfunding?

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.

Are States permitted to use Fundpayments to support state unemployment insurancefunds 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.

2



Are recipients permitted to use Fundpayments 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.

The Guidance states that the Fund may support a " broad range ofuses" including payroll expenses for
several classes ofemployees whose services are " substantially dedicated to mitigating or responding to
the COVID-19 pub[ ic health emergency." What are some examples oftypes ofcovered 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- l9 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 e[ igib[e

for workers' compensation coverage. Is the cost ofthis 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.

Ifa 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.

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 submitfor

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 aze used to cover only eligible expenses.
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May Fundpayments be usedfor COVID-19 public health emergency recovery p[anning?

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 contact tracing eligib[e?

Yes, expenses associated with contract tracing are eligible.

To what extent may a government use Fundpayments to support the operations ofprivate 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.

May paymentsfrom the Fund be used to assist individuals with enrolling in a government benefit
program for those who have been laid offdue to COVID-19 and thereby[ ost 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.

May recipients use Fundpayments to facilitate livestock depopulation incurred byproducers due to
suppdy 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.

Wouldproviding a consumer grantprogram 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.

May recipients create a "payroll support program" forpublic employees?

Use ofpayments 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 Fundpayments to cover employment and training programsfor employees that
have been furloughed due to thepublic health emergency?

Yes, this would be an eligible expense if the government deternuned 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 Fundpayments 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 deternunes such assistance to be a necessary expenditure. Such assistance could
include, for example, a program to assist individuals with payxnent 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 expenditures related to the provision of
grants to small businesses to reimburse the costs ofbusiness 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 ofsuch a grantprogram?

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.

The Guidance provides that expenses associated with theprovision ofeconomic support in connection
with the pub[ic health emergency, such as expenditures related to the provision ofgrants to small
businesses to reimburse the costs ofbusiness interruption caused by required c[osures, would
constitute eligible expenditures ofFundpayments.  Would such expenditures be eligib[e in the absence
ofa 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.

May Fundpayments be used to assist impactedproperty owners with the payment oftheir property
taxes?

Fund payments may not be used for government revenue replacement, including the provision of
assistance to meet tax obligations.

May Fundpayments be used to replace joregone utility fees? Ifnot, can Futrdpayments 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, ifdetermined 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.
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Cou[d Fundpayments be usedfor capital improvementprojects that broadly provide potentia[
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.

The Guidance includes workforce bonuses as an examp[e of ineligible expenses butprovides that
hazardpay would be eligib[e ifotherwise determined to be a necessary expense. Is there a specific
definition of" hazardpay"?

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 "[pJayroll or benefits e rpensesfor

employees whose work duties are not substantial[y dedicated to mitigating or responding to the
COVID-19 public health emergency." Is this intended to relate only to pub[ic employees?

Yes. This particular nonexclusive example of an ineligible expenditure relates to public employees. A

recipient would not be pernutted 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.

May counties prepay with CARES Actfundsfor expenses such as a one or twoyearfacility lease,
such as to house staffhired 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.

Must a stay-at-home order or otherpublic health mandate be in effect in orderfor a government to
provide assistance to small businesses usingpayments 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.
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Should States receiving a payment transfer funds to local governments that did not receive payments
directlyfrom 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 paytnents 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 govemments 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.

May a State impose restrictions on transfers offunds 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 resfictions are not permissible.

Ifa recipient must issue ta anticipation notes( TANs) to make upfor tax due date deferrals or revenue
shortfalls, are the expenses associated with the issuance e[ igible uses ofFundpayments?

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.

May recipients use Fundpayments 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.

Are costs associated with increased solid waste capacity an eligible use ofpayments 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.

May paymentsfroin the Fund be used to cover across-the-board hazard payfor employees working
during a state ofemergency?

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.
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May Fundpayments be usedfor expenditures related to the administration ofFundpayments 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.

May recipients use Fundpayments 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.

May Fundpayments be usedfor expenditures necessary to preparefor a future COVID-l9 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.

Mayfunds be used to satisfy nonfedera[ 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.

Must a State, local, or tribal government require applications to be submitted by businesses or

individuals before providing assistance using paymentsfrom 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 deternuned 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 ofpayments from the Fund.

May Fundpayments be provided to nonprofitsfor distribution to individuals in need offinancial
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.

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
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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.

May a Stateprovide assistance to farmers and meatprocessors to expand capaciry, such to cover
oveKimefor IISDA 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.

The guidance provides thatfunding may be used to meetpayroll expenses forpublic safety, public
health, health care, human services, and simi[ar employees whose services are substantially dedicated

to mitigating or responding to the COVID-19 public health emergency. May Fundpayments be used to
cover such an employee' s entire payroll cost or just the portion oftime spent on mitigating or
responding to the COVID-19 public health eneergency?

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.

Questions Related to Administration of Fund Payments

Do governments have to return unspentJunds to Treasury?

Yes. Section 601( fl(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.

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.

May recipients deposit Fundpayments 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 aze not subject to the Cash Management Improvement Act of 1990, as

amended.

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

What rules apply to the proceeds ofdisposition or sale ofassets acquired using paymentsfrom 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 paytnents from the Fund provided by section 601( d) of the Social
Security Act.

Are Fundpayments to State, territorial, local, and triba[ governments consideredgrants?

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

Are Fundpayments consideredfederalfinancial assistanceforpurposes ofthe 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.

Are Fundpayments subject to other requirements ofthe 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 200332 regarding subrecipient
monitoring and management, and subpart F regarding audit requirements.

Is there a Catalog ofFederal Domestic Assistance( CFDA) number assigned to the Fund?

Yes. The CFDA number assigned to the Fund is 21. 019.

Ifa State transfers Fundpayments to its political subdivisions, would the transferred funds count

toward the subrecipients' totalfunding receivedfrom thefederal governmentforpurposes ofthe
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.

Are recipients permitted to usepayinents from the Fund to cover the expenses ofan 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.

Ifa government has transferredfunds to another entity, from which entity would the Treasury
Department seek to recoup thefunds ifthey have not been used in a manner consistent with section
601(d) ofthe Social Security Act7

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
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or otherwise, are used in accordance with section 601( d) of the Social Security Act as implemented in the
Guidance.
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