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On March 27, 2020, Congress enacted the Coronavirus Aid, Relief, and Economic Security Act (“CARES 
Act”)1 in response to the economic conditions associated with the ongoing COVID-19 outbreak. The 
CARES Act includes a $150 billion Coronavirus Relief Fund (CRF) to provide direct assistance to Tribal 
governments, States, certain local governments, the District of Columbia, and U.S. Territories. Of the $150 
billion, $20 billion is allocated for Tribal governments. Under the CARES Act, Funds made available under 
the CARES Act CRF can only recover recipient costs that: 
 

1. Are necessary expenditures incurred due to the public health emergency with respect to COVID-
19; 

2. Were not accounted for in the budget most recently approved as of March 27, 2020 (the date the 
CARES Act was enacted) of the recipient governmental entity; and  

3. Were incurred during the period that begins March 1, 2020 and ends on December 30, 2020.2 
 
To help Tribal governments and their legal counsels regarding the use of CRF funding, below is additional 
information and examples based on guidance and interpretations released by the U.S. Department of the 
Treasury (“Treasury”) so far. 

 
 

Must be a “necessary expenditure” that was “due 
to” the public health emergency 

 
 
The “necessary expenditure” criterion means that funds must be spent to cover incurred costs associated 
with actions taken in response to the COVID-19 health emergency. This includes actions taken in direct 
response to the public health emergency, as well as responding to the secondary effects created by the 
COVID-19 outbreak.3   
 
Examples of necessary expenditures include, but are not limited to: administrative expenses; budgeted 
personnel and services diverted to a substantially different use; COVID-19 testing and contact tracing; 
economic support (other than small business, housing, and food assistance); expenses associated with the 
issuance of tax anticipation notes; facilitated distance learning, food programs; housing support; improving 
telework capabilities or public employees; medical expenses; nursing home assistance; payroll for public 
health and safety employees; personal protective equipment; public health expenses; small business 
assistances; unemployment benefits; and workers’ compensation. While these examples may be broadly 
interpreted, in no instance may CARES Act funds be used to replace governmental revenue.4 Additionally, 
the CARES Act statute specifies that these CRF fund expenditures  must be “necessary,” which Treasury 

 
1 Pub. Law. No. 116-136. 
2 See id. at § 5001. 
3 U.S. Dept. of the Treasury, “Coronavirus Relief Fund Guidance for State, Territorial, Local, and Tribal Governments: Updated September 2, 
2020,” available at https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-
Governments.pdf.  
4 Id.  
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interprets broadly – meaning that “the expenditure is reasonably necessary for its intended use in the 
reasonable judgement of the government officials responsible for spending [f]und payments.”5 

 
Cost cannot be accounted for in most recent 
governmental budget  
 

 
Under this criterion, CARES Act funding may not be used to cover a cost that was accounted for in the 
recipient government’s most recently approved budget as of March 27, 2020. This means that either: (a) 
“the cost cannot lawfully funded using a line item, allotment, or allocation within that budget or (b) the cost 
is for a substantially different from any expended use of funds in such line item, allotment, or allocation.”6 
Still, CARES Act funding can be used to cover a cost that may have otherwise been funded by a budgetary 
stabilization fund, rainy day fund, or other reserve account.   
 
Treasury has stated that an example of a CRF expenditure qualifying as a “substantially different use” 
would be costs of personnel (overtime and hazard pay, but not bonuses) and services that were in the CRF 
fund recipient’s “most recently approved budget but which, due to the COVID-19 public health emergency, 
have been diverted to substantially different purposes.7 Likewise, the full amount payroll and benefits 
expenses for public safety, public health, healthcare, human services, and similar employees whose services 
are “substantially dedicated” to mitigating or responding to the COVID-19 public health emergency 
(although Treasury has not precisely defined this term).8 If any employees have not been “substantially 
dedicated” to COVID-19 response or mitigation efforts, a pro rata portion of their personnel expenses to 
their tribal governmental employer may qualify as a CRF relief cost if appropriate timekeeping records are 
maintained.9  

 
Must cover “costs incurred” between  
March 1, 2020 and December 30, 2020 
 

 
CARES Act funding may only be expended to cover costs incurred during the period beginning March 1, 
2020 and ending December 30, 2020 (the “covered period”). This means that CARES Act funding may 
only be expended on previously unbudgeted cover costs incurred in response to the COVID-19 pandemic 
during the covered period. For a cost to be “incurred,” this means that the funding expenditure must pay 
for services rendered or goods delivered during the covered period. However, this does not require that the 
funds be actually drawn down or expended before December 30, 2020 so long as the cost is incurred during 
the covered period.10    
 
 
 

 
5 Id.  
6 Id.  
7 U.S. Dept. of the Treasury, “Coronavirus Relief Fund Frequently Asked Questions: Updated as of September 2, 2020,” available at 
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-Questions.pdf. 
8 U.S. Dept. of the Treasury, supra note 3. 
9 Id.  
10 Id.   
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CARES Act Funding Audit Compliance Requirements 
 
 
Treasury has clarified that CRF payments are not subject to provisions of the Uniform Guidance, 2 C.F.R. 
Part 200, normally applicable to indirect costs as because these monies are not part of a traditional grant 
program.  Still, funds received under the CARES Act are “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.”11 Additionally, a CRF fund recipient may use payments from the fund to 
“cover expenses of an audit conducted under the Single Audit Act, subject to the limitations set forth in 2 
C.F.R. § 200.425. 
 
 

Example Scenarios of Incurred Costs During the Covered Period 
 

 
Example A: A Tribal government provides direct supplemental food assistance checks for its citizens to 
assist with their grocery expenses during the covered period. Tribal citizens verify that this is to assist them 
with COVID-19-related expenses beginning March 1, 2020 and ending December 30, 2020. The program 
stops taking applications shortly after December 30, 2020. This is likely an example of a permissible 
incurred cost, so long as any payments administered in January 2021 were reimbursements for groceries 
purchased during the covered period. 
 
Example B: A Tribal government seeks to localize its food supply in response to the shortages encountered 
during the COVID-19 outbreak by building a meat processing plant. Construction is set to begin on 
November 1, 2020. The Tribe pays the construction company on January 15, 2021 for labor conducted and 
materials delivered between November 1, 2020 and December 30, 2020. This is likely an example of a 
permissible incurred cost, so long as CARES Act funding does not pay for labor conducted or goods 
delivered after December 30, 2020.  
 
Example C: A Tribal government establishes a one-year microloan program for agricultural producers 
impacted by the economic conditions of the COVID-19 outbreak during the covered period. This is likely 
a permissible incurred cost so long as the funds repaid by the borrower by December 30, 2020 are returned 
to the U.S. Treasury or are expended for another eligible purpose in accordance with the CARES Act. 
Additionally, any funds not repaid by the borrower until after the covered period must be returned to 
Treasury by the Tribal government upon receipt.   
 
 

Additional Information 
 

 
For the latest information on CARES Act spending, please visit the U.S. Department of Treasury at 
https://home.treasury.gov/policy-issues/cares/state-and-local-governments. If you have any additional 
questions regarding this material, please contact: 
 

Colby D. Duren, Director, cduren@uark.edu 
G. Blake Jackson, Policy Officer and Staff Attorney, gbjackso@uark.edu  

 
11 U.S. Dept. of the Treasury, supra note 7. 


