
 
 

April 15, 2020 

CARES ACT – RETIREMENT PLAN PROVISIONS 

On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) 
was signed into law. Discussed here are those provisions of the CARES Act that make it easier for 
individuals to withdraw money from their retirement accounts (whether through distributions or 
loans).  

*On April 22, 2020, the American Bankers Association (ABA) will be providing a free webinar 
summarizing the key provisions of the CARES Act impacting  retirement plans: The CARES Act – 
What It Means For Your Bank’s Retirement Plan.  

ELIGIBILITY FOR RELAXED DISTRIBUTION AND LOAN RULES 

Who Is an Eligible Individual? 

Individuals will only be eligible to take advantage of the relaxed distribution and loan rules provided 
by the CARES Act if they are affected by the coronavirus in one of the following ways: 

 The individual is diagnosed with the coronavirus; 

 The individual’s spouse or dependent1 is diagnosed with the coronavirus; or 

 The individual experiences adverse financial consequences as a result of being quarantined, 
being furloughed or laid off or having work hours reduced due to such virus or disease, being 
unable to work due to lack of child care due to such virus or disease, closing or reducing 
hours of a business owned or operated by the individual due to such virus or disease, or other 
factors as determined by the Secretary of the Treasury. 

The plan administrator may rely on employee’s certification that employee satisfies these conditions.  

Which Types of Retirement Plans Are Eligible? 

It depends.2 Most types of retirement plans are eligible for distributions, while loans are limited 
to employer plans (i.e., no IRAs).  

How Does This Work with Existing Individual Plans? 

Plan sponsors have the choice whether to incorporate these provisions into their existing plans. 
Most plan providers have already provided plan sponsors with the opportunity to opt in or out. 
Provisions take effect immediately, with formal amendment to the plan not required until the end 
of the 2022 plan year.  

                                                           
1 Qualifying child or relative under §152 of the IRC.  
2 If you have a question as to whether your retirement plan is eligible, it is recommended that you consult with your attorney or 
accountant or seek out other relevant professional advice. 



 
 

CORONAVIRUS-RELATED DISTRIBUTIONS 

The CARES Act expands the definition of permissible distributions by providing for “Coronavirus-
Related Distributions” (CRDs) of up to $100,000 from eligible retirement plans to eligible 
individuals on or after January 1, 2020 and before December 31, 2020.  

Tax Relief 

The CRD will be considered ordinary income for tax purposes. However, the CARES Act will 
automatically extend the tax payments on the CRD over a 3-year period (2020, 2021, and 
2022).  

Furthermore, although most withdrawals are subject to a 20% withholding tax and 10% early 
withdrawal penalty, the CARES Act waives these, thereby allowing the participant to take the 
full amount of the CRD.  

Repayment Option 

Participants may repay the CRD at any time during the 3-year period beginning on the day after the 
date on which the CRD was received. Repayment may be made by 1 or more contributions in an 
aggregate amount not to exceed the amount of the CRD. (Such repayment is treated as a rollover 
and not subject to contribution limits).  

PLAN LOANS 

Eligibility Limited to Employer Plans 

Only certain employer plans are qualified for loans. Qualified employer plans include qualified 
pension, profit-sharing, and stock bonus plans (including 401(k) plans).3 They do not include 
individual retirement accounts.  

Also, employers are not required to provide for loans within their plans, so it is recommended that 
participants check with the plan sponsor or the Summary Plan Description.4  

Maximum Loan Amount Increased 

The CARES Act increases maximum loan amount from the lesser of $50,000 or 50% of the vested 
account balance to the lesser of $100,000 or 100% of the vested account balance. 

Effective Dates 

These modifications apply to loans made between 3/27/2020 to 9/23/2020.  

Repayment Period 

Participants with repayments due between 3/27/2020 and 12/31/2020 may elect to delay them for 1 

                                                           
3 https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-loans  
4 https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-loans  



 
 
year.  

NO REQUIRED MINIMUM DISTRIBUTIONS IN 2020 

***INDIVIDUALS MAY TAKE ADVANTAGE OF THIS PROVISION REGARDLESS OF 
WHETHER THEY ARE IMPACTED BY COVID-19; IN OTHER WORDS, THERE IS NO 
“ELIGIBLE INDIVIDUAL” REQUIREMENT. 

A required minimum distribution (RMD) is the minimum amount an employee must withdraw from 
his or her account each year. Failure to take the RMD generally results in the employee having to pay 
a 50% excise tax on the amount not distributed. 

Section 2203 of the CARES Act provides for a temporary waiver of RMD rules for certain retirement 
plans and accounts, including 401(k) plans, profit-sharing plans, 403(a) and 403(b) defined 
contribution plans, government-sponsored 457(b) deferred compensation plans, and individual 
retirement plans, including IRAs. It covers all distributions required to be made in the calendar year 
of 2020.  

 
DISCLAIMER: THIS GUIDANCE IS NOT INTENDED TO BE CONSTRUED AS THE RENDERING OF 
LEGAL ADVICE OR AS CREATING AN ATTORNEY-CLIENT RELATIONSHIP BETWEEN ANY 
READERS AND THE AUTHORS. BANKS SHOULD ENGAGE THE SERVICES OF A LICENSED 
ATTORNEY IN ALL LEGAL MATTERS. ALTHOUGH THESE MATERIALS ARE CURRENT AND 
APPLICABLE AT THE TIME RELEASED, LEGISLATION AND OTHER LAW RELATING TO COVID-19 
ARE RAPIDLY CHANGING AND THE AUTHOR HEREOF DOES NOT WARRANT OR REPRESENT 
THAT THESE MATERIALS WILL CONTINUE TO BE ACCURATE.  


