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Coronavirus stimulus package offers relief for
retirees with RMD waiver and penalty-free
401(k) withdrawals
There’s help for older Americans caught between a falling stock market and low interest rates
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While many people have focused on the checks they may get as a result of the

massive legislation passed to mitigate the economic impact of the coronavirus,

there’s very important but little-noticed relief for retirees.

Tucked in the Coronavirus Aid, Relief, and Economic Security Act, or the CARES

Act, are several provisions that cover retirement accounts. Here’s what you should

know.

— Required minimum distributions (RMDs) are suspended for 2020.

Concerned that they would have to take distributions from their retirement

accounts with the market now down sharply for the year, many seniors had hoped

Congress would suspend their RMDs for 2020.

“Current balances are massively reduced from end-of-2019 balances, and retirees

will wind up being forced to sell their stocks/funds at bargain-basement prices,”

one District reader wrote.

Coronavirus Live updates U.S. map World map FAQs How to help Flattening 

Michelle Singletary 

https://www.washingtonpost.com/business/2020/03/17/checks-virus/?tid=lk_inline_manual_2&itid=lk_inline_manual_2
https://www.washingtonpost.com/us-policy/2020/03/27/congress-coronavirus-house-vote/?tid=lk_inline_manual_2&itid=lk_inline_manual_2
https://www.washingtonpost.com/business/2020/03/26/senate-stimulus-bill-coronavirus-2-trillion-list-what-is-in-it/?tid=lk_inline_manual_3&itid=lk_inline_manual_3
https://www.washingtonpost.com/business/2020/03/27/stock-market-economy-dow-coronavirus/?tid=lk_inline_manual_4&itid=lk_inline_manual_4
https://www.washingtonpost.com/topics/coronavirus
https://www.washingtonpost.com/coronavirus/
https://www.washingtonpost.com/graphics/2020/national/coronavirus-us-cases-deaths/
https://www.washingtonpost.com/graphics/2020/world/mapping-spread-new-coronavirus/
https://www.washingtonpost.com/health/2020/02/28/what-you-need-know-about-coronavirus/
https://www.washingtonpost.com/nation/2020/03/21/how-you-can-help-during-coronavirus/
https://www.washingtonpost.com/graphics/2020/world/corona-simulator/
https://www.washingtonpost.com/people/michelle-singletary/


During the last financial crisis, when the stock market crashed, Congress suspended

RMDs for 2009.

You are required by law to take withdrawals from your IRA, SIMPLE IRA, SEP IRA

or retirement plan such as a 401(k) once you reach 72. (It was 70½ before 2020.)

But the CARES Act waives RMD payments for 2020, including for inherited IRAs.

Additionally, the waiver covers the first RMD, which individuals may have delayed

from 2019 until April 1, according to a summary of the Act’s provisions by Fidelity

Investments.

You have until April 1 of the following year after reaching the required RMD age to

take your first RMD payment. This deadline applies to the RMD only for the first

year. Every year thereafter, you have to take your distributions by Dec. 31.
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“If the 2020 RMDs had not been waived, you likely would have had to withdraw a

greater percentage of your IRA or plan balance and pay a big tax bill on value that

no longer exists,” wrote Ed Slott, a certified public accountant, in a post on AARP’s

website about the RMD provision in the new law. “So, it’s good Congress gave us all

a year off to sit this out and see what happens, and hopefully have more time to

recover losses.”

— Penalty-free withdrawal from your retirement plan. If you are younger

than 59½, you are subject to a 10 percent early withdrawal penalty on top of the

income tax owed on your withdrawal. The CARES Act waives the 10 percent penalty

for IRAs and defined contribution plans for participants experiencing financial

hardship.

“I’m not a big fan of this part, because it’s encouraging people to dip into their

retirement accounts early,” said David Certner, AARP’s legislative counsel and

legislative policy director. “It’s never a good idea. It’s particularly not a good idea

when the market is down. But for people who are in really bad shape, this may be

their one emergency alternative.”
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Coronavirus-related distributions can be taken for the following reasons:

— You, your spouse or dependent has been diagnosed with the coronavirus.

— You’ve experienced adverse financial consequences as a result of being

quarantined, furloughed or laid off, or your work hours have been reduced.

— You’re unable to work because of a lack of child care.

— You’ve had to close or reduce the hours of a business as a result of the virus.

— You’ve been financially impacted by other factors determined by the treasury

secretary.

Withdrawals up to $100,000 made on or after Jan. 1 would not incur the penalty,

according to the Society for Human Resource Management (SHRM), which also has

a useful analysis of the work-related provisions in the CARES Act.
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To ease the tax burden, if you pull money from your retirement account, you have

up to three years to pay taxes on the withdrawals. You can repay all or a portion of

the distribution within three years, and the repayments will not be counted toward

the annual contribution limits. For 2020, the maximum contribution to a 401(k) or

similar retirement plan is $19,500. If you’re 50 or older, you can also contribute an

extra $6,500. The annual limit for an IRA is $6,000, with a $1,000 catch-up limit if

you’re 50 or older.

— Retirement plan loan amount is doubled. Loan limits from retirement

plans have been increased from $50,000 to $100,000. The existing rule that loans

may not exceed half the vested account balance has been removed, AARP notes.

New and existing loan payments can be deferred for a year.

“Retirement plans can make amendments and adopt these rules immediately, even

if the plan does not currently allow for hardship distributions or loans,” according

to SHRM.
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In the coming weeks, the IRS will clarify a lot of what’s in the CARES Act and issue

guidance. Before you make a move, you would be wise to double-check what’s

allowed. I would recommend you frequently check what the IRS said at

irs.gov/coronavirus.

“Older Americans face the one-two punch of coronavirus’s health and economic

consequences, and many need immediate relief and ongoing help and support to

cope with the pandemic,” AARP chief executive Jo Ann Jenkins said in a statement

following the passage of the legislation. “Those needs are only set to grow in the

weeks and months ahead.”

Reader Question of the Week

If you have a retirement question, send it to colorofmoney@washpost.com. In the

subject line, put “Question of the Week.”

Q: I get Social Security and don’t file a tax return. How will I get a stimulus check?
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A: “If you are receiving Social Security benefits but didn’t file taxes in 2018 or 2019,

you will be eligible to receive a stimulus check without a tax return based on data

available to the IRS from your annual Social Security benefits statement,” said

AARP in a recent post explaining the eligibility for beneficiaries. “The government

will send you a direct deposit or check using the information from your Form SSA-

1099 Social Security Benefit Statement or your Form RRB-1099 Social Security

Equivalent Benefit Statement. You will not have to file a 2019 tax return to get a

stimulus check.”

Use this calculator to figure out how much you are entitled to receive.

The IRS has set up a coronavirus tax relief page that you should check for any

updates. At this point, the site offers no information on when the payments will be

sent out.

I want to note that the Federal Trade Commission has put out a warning to

consumers to help them avoid becoming victims of a stimulus check scam. Please

read the consumer alert.

Retirement Rants and Raves

AD

https://www.aarp.org/politics-society/advocacy/info-2020/coronavirus-stimulus-checks.html
https://www.washingtonpost.com/graphics/business/coronavirus-stimulus-check-calculator/?itid=hp_hp-top-table-main_virusfiscal-desktopblurb%3Ahomepage%2Fstory-ans&tid=lk_inline_manual_41&itid=lk_inline_manual_41
https://www.irs.gov/coronavirus
https://www.consumer.ftc.gov/blog/2020/03/checks-government


As I continue to report on the coronavirus and how it’s affecting people’s personal

finances, I want to hear your stories. Specifically, I am interested in hearing about

the following issues:

— Are you feeling grateful that you don’t have a mortgage in retirement?

— Are you rethinking your decision to wait to file for Social Security in the fallout of

the coronavirus?

— Have you received calls, text messages or emails that appear to be fraudulent as it

relates to the stimulus checks that will soon be sent out?

— Are you planning to take advantage of any of the tax-favored withdrawals from

your retirement plan to help you make ends meet?

Send your comments to colorofmoney@washpost.com. Please include your name,

city, and state. Put “Coronavirus Impact” in the subject line.

Michelle Singletary
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Michelle Singletary writes the nationally syndicated personal finance column The Color of Money.
Her award-winning column is syndicated by The Washington Post Writers Group and is carried in
dozens of newspapers nationwide. Follow

https://twitter.com/@SingletaryM



