
I. Coronavirus – related distributions

II. Loan provisions

III. Required minimum distributions (RMD)

How the CARES Act affects 
retirement plans and YOU



Coronavirus-related distributions under the 

CARES Act

 CRD (Coronavirus-Related Distribution) COVID-19 withdrawal. Available to plan 

participants still employed by the plan sponsor.

 A CRD plan provision is optional; Plan Sponsor must amend the plan by 

December 31, 2020.

 Type of plans: 401(k), 403(b), 457(b), IRA’s. Non-qualified plans including 

457(b) sponsored by tax-exempt entities are not included. 

 Available to participants who are “Qualified Individuals.” 



Qualified Individuals

 A participant who, suffers adverse financial consequences as a result of:

 A participant, your spouse, or a dependent who’s been diagnosed with 

the virus SARS-CoV-2 or COVID-19 by the CDC approved test. 

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

reduced. 

 Being unable to work due to lack of childcare or, if a business owner, 

as a result of a closure or reduction in operating hours.

 Other factors, as determined by the Secretary of the Treasury.



Coronavirus-related distribution continued

When can a participant request a CRD?

 Withdrawals made since January 1, 2020 and before December 31, 

2020. (by the 30th).



Coronavirus-related distribution continued

How much can be withdrawn in a CRD?

 Maximum amount is $100,000; one lump sum or in multiple 

payments.  Must be made in 2020, before December 31. (by the 

30th).



CRD continued

 How is a CRD different from other plan distributions?

 Unlike other types of distributions, with a CRD:

 There’s no requirement to provide the special tax notice.

 There’s no requirement to withhold 20%.

 The withdrawal can’t be directly rolled over to another plan or IRA.

 The 10% penalty for distributions prior to age 59 ½ does not apply.



CRD continued

 Can a participant repay the CRD?

 YES

 Must be paid within 3 years.

 The 3-year period begins the date after which the CRD is received.

 Only amount received can be repaid (no earnings).

 Repaid in one lump sum or multiple payments.

 Can repay to another “eligible plan” in which the participant is a 

“beneficiary” and which accepts rollovers.  (IRA’s).



CRD continued

 Are repayments considered after tax or pretax? 

 We are waiting to see if the IRS will provide additional guidance on 

the how repayments are classified.

 Depends on your CRD.  For example if the CRD was taken from 

all pretax sources, any repayment will be considered pretax.  

Alternately, If the distribution was taken from all designated 

Roth accounts, any repayment will be considered Roth.



CRD continued

 Will income tax be due on the full amount of a CRD 

when 2020 taxes are paid in 2021?

 No, can spread incurred CRD income taxes over 3 years, unless 

elected otherwise.



Loan provisions under the CARES Act

 How does the CARES Act affect loans?

 It can Increase loan limits and suspend repayments.

 From current limits of $50,000 to $100,000, and the 50% of vested 

account limit to 100% for only a limited period.

 Caution: Increased loan limits are optional for employers.

 The limit is reduced under the existing loan rules, if a qualified 

individual has had other loans in the last 12 months.

 The increased loan limits can be used from March 27, 2020, and no 

later than September 22, 2020. (180 days).

 Loan repayments can be delayed on or after March 27, 2020, through 

December 31, 2020 for one year from their original due date.  This 

applies to existing loans in good order on March 27, 2020.



Loan provisions continued

 Does the delay also apply if the participant has 

terminated employment?

 This is unclear.  Absence guidance, it seems reasonable to permit 

the suspension of loan repayments until the earlier of the end of 

the one-year delay period and date on which the participant 

requests distribution.



Loan provisions continued

 Does interest continue to accrue during the delay 

period?

 Yes, interest continues to accrue and will be added to the 

outstanding loan.

 Although it’s unclear how recordkeepers will treat the accrued 

interest, we believe most will add the accrued interest to the 

principal and re-amortize the loan over the remainder of the loan 

period (extended for the one-year delay period).



Loan provisions continued

 Does the delay period extend the term of the loan (five 

years or plan period for residential loans)?

 Yes, the delay period is added to the expiration of the loan note 

(one year).



Loan provisions continued

 Must plans permit participants to delay repayment of 

loans under the CARES Act?

 Unclear.  It appears that plans are required to offer qualified 

individuals the right to delay repayment of loans, provided the 

loans are eligible.

 We’ll continue to monitor this situation.  If guidance is issued 

indicating that the right to delay loan repayments is optional.

What’s the due date for plan amendments to reflect 

loan changes?

 The deadline is 12/31/2022.



2020 RMD waivers

 What changes did the CARES Act make with respect to RMDs?

 Waives the requirement that a participant receive an RMD in calendar 

year 2020.  (401(k), ESOP, profit sharing, money purchase, 403(b), 

government 457(b), and IRA’s (including inherited IRAs).


