
CARES Act Summary for 
Retirement Plan Sponsors

The COVID-19 pandemic has made its impact throughout the United States.  Not only has it had a significant effect 
to the economy, it has changed nearly every Americans’ way of life.  It has most definitely made its mark on your 
company, which may present serious financial difficulties for your employees.

On March 27, 2020, the Coronavirus, Aid, Relief and Economic Security (CARES) Act was signed into law.  In addition 
to the stimulus aid for businesses and families, the Care Act provides provisions for plan sponsors to assist 
participants dealing with the financial impact of the COVID-19 pandemic.  The provisions are immediately available 
in the form of expanded plan distributions and loan options.  Plans, not currently allowing in-service withdrawals or 
participant loans, may implement the provisions and adopt plan amendments retroactively.

Participants taking advantage of the coronavirus relief provisions, whether a distribution and/or a loan, must be a 
Qualified Individual.

A QUALIFIED INDIVIDUAL IS: 

RELIEF PROVISIONS INCLUDE:

Participants who are diagnosed with COVID-19;

Participant’s spouse or dependent who are diagnosed with COVID-19; and

Participants who experience adverse financial consequences as a result of:
Being quarantined
Being laid off
Being furloughed
Having work hours reduced
Being unable to work due to lack of childcare caused by COVID-19
The closing or reducing of hours of a business owned or operated by an individual due to COVID-19.

The plan sponsor may rely upon the participant’s certification he/she meets the criteria to be considered a Qualified Individual.

Coronavirus - Related Distribution 
Available only to a Qualified Individual;

A distribution from an eligible retirement plan, including IRA’s as well as 401(k), 403(b), and governmental 457(b) plans;

Maximum amount is $100,000.  The total of all distributions from retirement plans including IRAs cannot exceed the 
$100,000.00 limit;

The distribution has special tax treatment:
Exempt from the 10% early withdrawal penalty applicable to participants under the age of 59½;

Not subject to 20% mandatory tax withholding.  However, Qualified Individuals should be provided with a 
withholding election as part of the distribution process.  These monies are not eligible for a direct rollover;

Included in gross taxable income.  However, the participant has the option to spread the taxable income ratably over 
three years beginning with the year of distribution; and

Can be repaid, in part or in full, to a qualified plan or IRA accepting rollovers within three years of the date of the 
distribution.

Must be distributed by December 31, 2020;
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This is an optional provision the plan sponsor must agree to offer.

Coronavirus - Related Loan Relief
Available only to a Qualified Individual;

Loan value is increased to the maximum of $100,000.00 or 100% of the vested account balance;
Increased maximum loan value applies to loans taken from March 27, 2020 through September 22, 2020 by a Qualified 
Individual;
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This is an optional provision the plan sponsor must agree to offer.

Under current law, individuals at age 72 must take an RMD from their DC plans and IRAs.  The CARE Act provides relief from 
the required minimum distribution rules.  

RMDs may be waived for calendar year 2020 for 401(k), 403(b), 457(b), and IRA plans, to prevent affected participants from 
liquidating investments that have declined in value due to the pandemic.

RMDs, paid in 2020, may be rolled to an IRA or employer plan that accepts rollovers if rolled within 60 days of distribution.

RMDS, payable during 2020, still may be requested by participants if the plan allows in-service withdrawals.  Please note these 
will be considered eligible rollover distributions and will be subject to the 20% mandatory tax withholding.

This is not an optional provision and does not apply to defined benefit plans.

Defined Benefit Plan Relief
Single-employer funding obligations due during 2020 are not required to be made until January 1, 2021 with interest for late 
payments.

Plan Amendments
The legislation further permits retirement plans to adopt these rules immediately, even if the plan does not currently allow for 
hardship distributions or loans, provided the plan is amended on or before the last day of the first plan year beginning on or after 
Jan.  1, 2022.  

Acumen Wealth Advisors remains a resource for you and your employees.  We are here to help in this time of 
uncertainty.  We encourage you to call us at 423-825-4796 with any questions you may have.

This material is being provided for informational purposes only and nothing herein constitutes investment, legal, accounting, or tax advice.  Do 
not act or rely upon the information and advice given in this publication without seeking the services of competent and professional legal, tax, or 
accounting counsel.  Publication and distribution of this article is not intended to create, and the information contained herein does not constitute, 
an attorney-client relationship.  All information is current as of the date of herein and is subject to change without notice.  The information has 
been obtained from sources we believe to be reliable; however, no guarantee is made or implied with respect to its accuracy, timeliness, or 
completeness.  

Acumen Wealth Advisors, LLC® is a Registered Investment Adviser.  Advisory services are only offered to clients or prospective clients where 
Acumen Wealth Advisors, LLC® and its representatives are properly licensed or exempt from licensure.  Past performance is no guarantee of 
future returns.  Investing involves risk and possible loss of principal capital.  No advice may be rendered by Acumen Wealth Advisors, LLC® unless 
a client service agreement is in place.

Includes the suspension of a Qualified Individual’s loan payments due between March 27, 2020 and December 31, 2020 for 
one year:

Loan will not default during this period as a result of the suspension of payments.

When payments resume, the loan must be re-amortized to reflect the interest accrued during the suspension period.

The five-year mandatory repayment period will be extended for one year.
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Waiver of Required Minimum Distributions (RMDs)
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