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EXECUTIVE SUMMARY

The Coronavirus Aid, Relief, and Economic Security (“CARES”) Act is a bipartisan retirement bill that was passed by the Senate, and later by 

the House of Representatives, and signed by the President on March 27, 2020. It contains numerous provisions seeking to expand and modify 

retirement provisions, in large part to allow participants to access their retirement plan dollars to help them get through the financial challenges 

associated with the current coronavirus pandemic. 

PlanPILOT’s goal is to provide an overview of the provisions that apply to defined contribution retirement plans, the guidelines related to these 

provisions, and plan sponsor considerations. Making this complex subject easier to understand will facilitate successfully implementing the 

appropriate changes for your retirement plan, satisfying your fiduciary responsibilities, and helping your participants navigate through these 

challenging times. 

Please note that all of the new provisions outlined below are subject to the plan sponsor’s discretion to implement. We encourage you to assess 

these new provisions carefully, evaluating each provision and its potential impact on your plan participants. Furthermore, please recognize that 

all of these provisions are only applicable during the 2020 calendar year, or a portion of the 2020 calendar year.  

It may be entirely appropriate to engage a consultant, counsel, and recordkeeper and/or plan administrator to facilitate a smooth 

implementation. Thoughtful process, championed by experts, leads to better, intended outcomes for you and your participants. 
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CARES Act
Summary of Key Provisions

As Adopted March 2020
GUIDELINES CONSIDERATIONS

Applicable only to the 2020 calendar year:

Temporary waiver of required minimum 
distributions (RMDs)

RMDs from participant accounts are waived for 2020 only.

For individuals who were required to take their first RMD 
before April 1, 2020, but haven’t done so yet, the 2020 
requirement is suspended.

If plan sponsor wishes to adopt this provision, it 
should be easy to administer.

The April 1st deadline for first-time distribution is 
only days away, and many subject to this deadline 
have likely already taken their first required 
distribution.

Coronavirus-related distributions may be 
permitted in an amount up to $100,000

A “coronavirus-related distribution” may be permitted, 
through December 31, 2020, for participants who meet at 
least one of the following criteria:

1. Participant, or spouse or dependent, are diagnosed 
with COVID-19 on a CDC-approved test

2. Experiences adverse financial consequences related 
to a variety of reasons including, but not limited to:

• Being quarantined
• Being furloughed, laid off, or having work hours 

reduced as a result of the virus or disease
• Being unable to work due to lack of childcare 

due to the COVID-19 virus

NOTE: The plan can rely on the participant’s certification of 
satisfying one of qualifying events.

If the plan’s recordkeeper/administrator is prepared 
to administer these new provisions, this may be 
the simpler approach (versus implementing new 
loan provisions) to providing financial relief to plan 
participants.

While this new distribution provision permits 
distributions through December 31, 2020, the new 
loan guidelines only apply until 180 days after the 
CARES Act was enacted (on or around September 23, 
2020).

The financial impact of COVID-19 will vary for each 
plan sponsor’s participants due to several factors 
that will likely shift over time: geographic location, 
demographics of plan participants, ability of sponsor 
to retain workforce, and maintain salary levels, etc.
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CARES Act
Summary of Key Provisions

As Adopted March 2020
GUIDELINES CONSIDERATIONS

Coronavirus-related distributions may be 
permitted in an amount up to $100,000 
(Continued)

Rules related to coronavirus-related distribution:

1. Not subject to 10% early distribution tax regardless of 
the participant’s age

2. Individual is limited to $100,000 in distributions from 
all plans and IRAs (However, the plan sponsor is only 
responsible for verifying whether a participant has 
exceeded $100,000 in plan distributions)

3. Distribution will be included in the participant’s taxable 
income over a 3- year period, unless the participant 
elects immediate taxation

4. Distributions are not subject to 20% tax withholding or 
required notices

5. Distributions cannot be rolled over to another eligible 
retirement plan

6. At their election, participants have up to 3 years to 
repay the distribution amount through contributions to 
any retirement plan or IRA

Sponsors will have to weigh immediate financial 
needs against the potential long-term negative 
impact related to participants taking significant 
distributions that will likely never be repaid to the 
plan.

On the other hand, allowing for coronavirus 
distributions may provide needed comfort that 
will encourage employees to continue making 
contributions, knowing they can access their account 
through 12/31/2020 in the event of a coronavirus-
related illness or job loss.
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CARES Act
Summary of Key Provisions

As Adopted March 2020
GUIDELINES CONSIDERATIONS

Coronavirus-related loans For retirement plan loans to participants who satisfy a 
“coronavirus-related distribution” event (and made within 
180 days of enactment of the CARES Act), the current 
loan limits of the lesser of $50,000 or 50% of the vested 
account balance is increased to the lesser of $100,000 or 
100% of the vested account balance.

For any loan currently outstanding, the due date of any 
repayment due in 2020 is extended by 1 year. Furthermore,

1. The general 5-year limit on loan duration is extended 
by 1 year; the limit on principal residence loan periods 
is also extended by 1 year

2. Subsequent loan repayments must be adjusted to 
reflect the extended due dates and interest accruing 
during that period

The extension of loan due dates could be 
problematic for plan sponsors and their providers to 
administer, requiring communication with employees, 
updated loan procedures, and re-amortization of 
loans due in 2020.

Participants seeking a coronavirus-related loan 
may still be subject to the plan’s loan guidelines 
– # of loans, available loan sources, active versus 
terminated, etc. Therefore, there may be additional 
plan sponsor considerations related to the 
implementation of this provision.

Other Secretary of Labor would be authorized to extend the due 
date for any ERISA-required filing by one year if a “public 
health emergency” is declared by the Secretary of Health 
and Human Services (HHS).

The HHS Secretary did issue a public health 
emergency related to COVID-19 on 1/31/2020 
(retroactive to 1/27/2020).
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Please note that the SECURE Act previously provided remedial amendment periods for plan document updates to implement the SECURE 

Act changes: private (non-governmental and non-collective bargaining) plans have through the last day of the plan year that begins in 2022 

to amend, while governmental and collective-bargaining plans have through the last day of the plan year that begins in 2024. Any plan 

document update that is material necessitates a summary of material modifications or summary plan description be provided to participants 

subsequently. These same guidelines apply to the implementation of CARES Act provisions.

If you would like more information or guidance on managing your retirement plan administration and the potential impacts of the CARES Act, 

please contact PlanPILOT at info@planpilot.com or (312) 973-4911 or visit our website: http://planpilot.com

Please note: The information provided herein does not, and is not intended to, constitute legal or tax advice; instead, all information is for general 

informational purposes only. Readers should contact their attorney or tax advisor to obtain advice with respect to any particular legal or tax matter. 
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