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R O S E  L A W  F I R M  

 
 

TO:  Clients 
FROM:  Rose Law Firm, a Professional Association 
DATE:  March 27, 2020 
RE:  CARES Act; Retirement Provisions  

On March 25, 2020, the Senate passed H.R. 748, the “Coronavirus Aid, 
Relief and Economic Security Act” or the “CARES Act.” The $2 trillion economic 
relief package has a number of provisions to help individuals, small businesses and 
other entities in this economic and health crisis. This memo focuses on the 
provisions that affect retirement withdrawals.  Specifically, the CARES Act allows 
for the waiver of the early withdrawal penalty on distributions from eligible 
retirement plans and temporarily waive certain required minimum distribution 
rules.  

 
Temporary Waiver of Early Withdrawal Penalty on Retirement Distributions 
 

Generally, Section 72(t) of the Internal Revenue Code imposes a 10% 
penalty tax on early withdrawals from qualified retirement plans. Under the 
CARES Act, that penalty does not apply to any coronavirus-related distribution so 
long as the aggregate amount of the distribution does not exceed $100,000. A 
“coronavirus-related distribution” is a distribution from an “eligible retirement 
plan” to: 

 
(i) an individual diagnosed with COVID-19;  
(ii) an individual whose spouse or dependent is diagnosed with COVID-19; 

 or  
(iii) an individual who experiences adverse financial consequences as a 
result of being quarantined, furloughed, laid off, required to work reduced 
hours, unable to work due to a lack of child care, etc. 

 
An “eligible retirement plan” is defined under Internal Revenue Code 

Section 402(c)(8)(B) to generally mean an individual retirement account, an 
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individual retirement annuity, a qualified trust, a qualified annuity plan, or an 
eligible deferred compensation plan.  
 

Although the 10% penalty is temporarily waived under the CARES Act, the 
amount withdrawn must still be included in gross income. However, the CARES 
Act allows an individual to spread the income ratably over a 3-year period starting 
in 2020. In lieu of paying the tax on the distribution, an individual who receives a 
coronavirus-related distribution may, at any time during the 3-year period, repay 
the distribution without regard to the usual cap on contributions and the repayment 
will be treated as a tax-free rollover of the account (which is normally limited to a 
60-day time limit). 
 
Qualified Plan Loans Amount Increases and Repayment Deferred 
 
 In a similar vein, if a person is eligible for a coronavirus-related distribution, 
for the 180-day period after the enactment, the CARE Act increases the limit on 
loans from qualified employer plans to such person from (i) $50,000 to $100,000 
and (ii) increases the percentage limit from 50% to 100% of the account. If a 
person qualifies for such a loan, such new loan and existing plan loans, the 
repayment due date for such loans (new and old) will be delayed for one year. 
Subsequent loan repayments will be adjusted to account for the 1-year delay. 
 
Temporary Waiver of Required Minimum Distribution Rules 
 
 Under current law, required minimum distributions typically begin the year 
after an individual either turns 72 or retires—whichever is later.1 If an individual 
fails to comply with the requirements, the amount not withdrawn is taxed at 50%. 
However, the CARES Act provides individuals with the option not to take required 
minimum distributions from individual retirement plans, or certain defined 
contribution plans, for the calendar year 2020. 
 
 If clients have any further questions or inquiries regarding the above-
mentioned provisions, we recommend that they contact us for further guidance.  
 
 The full text of the CARES Act can be found here:  
 
https://www.documentcloud.org/documents/6819206-CARES-ACT-FINAL-
TEXT.html 

                                                
1 Age 70.5 for individuals attaining that age prior to January 1, 2020. 
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