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CARES Act: Retirement Plan
Changes for 2020
By David L. Reich

INTRODUCTION
While most of the CARES Act focuses on providing economic relief for businesses, certain provisions
temporarily impact the rules for retirement plans and required minimum distributions.

WITHDRAWALS AND LOANS
The CARES Act suspends tax penalties for certain distributions and loans from 401(k) accounts and IRAs.
In general, to be eligible for these retirement plan changes, (a) an individual must have been diagnosed
with the COVID-19 virus, (b) the individual’s spouse or dependent(s) must have been diagnosed with
COVID-19, or (c) the individual must have experienced adverse financial consequences as a result of
quarantine, furlough or layoff, reduction in work hours or closing, reduction in business, or inability to
work as a result of lack of child care. An individual whose business was closed or had reduced operating
hours as a result of Coronavirus also is eligible.
Qualified individuals are entitled to make an early withdrawal of up to $100,000 of retirement fund
assets, without being subject to the customary 10 percent penalty. This applies to distributions taken
between January 1, 2020 and December 31, 2020. The income tax on the withdrawal can be spread out
over a three-year period, beginning with the year of the withdrawal. Alternatively, an individual may
treat the withdrawal as a loan to be repaid over a three-year period.
For retirement plan loans made between March 27, 2020 and December 31, 2020, the maximum
allowable loan amount is $100,000 or 100 percent of the vested balance, whichever is lower. Those with
existing unpaid plan loans with a payment due in 2020 may defer the required payments for one year.

REQUIRED MINIMUM DISTRIBUTIONS AND CONTRIBUTIONS
The CARES Act waives any minimum distribution requirements for 2020. This includes those for inherited
IRAs and for traditional IRAs for those over age 72.
Individuals who have already taken a 2020 RMD will have to pay taxes on it as part of their gross income
in their 2020 tax year filing—unless the distribution is returned to the IRA or deposited into another
qualified retirement account within 60 days of issuance. An RMD distribution may also be converted into
a Roth IRA.
The deadline for making a 2019 contribution to an IRA has been extended to July 15, 2020 to align with
the recently modified deadline for filing 2019 income tax returns.
If you have questions about the CARES Act, please contact your Lawrence Kamin attorney.
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