
Information is coming at us a dizzying pace. It’s hard to keep up. Just this morning I learned 
many new things about how the CARES Act impacts both individuals and businesses. This 
was after spending hours last week getting my head around the key provisions. Today we 
want to focus on some of the more important elements that impact individuals and families. 
In addition, we have developed some resources to aid retirement plan sponsors, account 
holders normally subject to RMDs, and individuals looking for financial planning opportunities 
that present themselves in challenging markets. We’ll provide links to those resources at the 
end of this document.
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Some of you will be eligible to receive up to $1,200 per person (+$500 per eligible 
dependent) based on your most recently reported Adjustable Gross Income (AGi). 
Individuals with an AGI of ≤$75,000 will receive the full amount, with this being gradually 
reduced for incomes up to $99,000. For those filing jointly, the income thresholds are 
$150,000 for the full amount, with a full phase-out at $198,000. Slightly different thresholds 
apply if you file as Head of Household. That’s all fine…but when will I receive this check, how 
will it come, and are there any catches (nothing’s free after all, right?). Here are answers to 
some of the key questions:

How soon will it arrive? – They are saying mid-April, though there is no definitive date set.  
They want the checks out as soon as possible, for obvious reasons.

How will it arrive? – The form of payment will depend on how you received any tax refund 
in the past. If you were set-up for direct deposit, they will use that same bank info and 
automatically deposit the check to your account.  If they don’t have your bank details, expect 
a check in the mail.  If you have moved since your last tax return was filed, you will need to 
contact the IRS using a Form 8822 (Change of Address) or file your 2019 tax return with your 
new address (if you have not already done so).

What if I haven’t filed my taxes for this year? – That won’t matter, in most cases.  Reason is 

Employer Contributions



For those of you with retirement accounts (which is nearly everyone reading this), whether 
that be an IRA, 401(k), or 403(b), the CARES Act expanded your ability to tap into these 
funds if you have been impacted by the virus. With this provision, you are permitted to 
withdraw up to $100,000 from your account penalty-free, and you then have 3-yrs to either 
pay the taxes due or pay the funds back into your account. In effect, this is a 3-yr rollover 
option, as opposed to the 60-day rollover that typically applies.  It is imperative to note that 
this is only available to those who have been impacted by the virus, though we’ll note that 
the definition of “impacted” is quite loose and only requires a self-certification in good faith. 
A full definition of a qualifying individual can be found in the box on the next page. We, 
of course, do not encourage you to see your retirement account as a first source of funds. 
Whether It is a withdrawal or a loan (see below), accessing these funds means taking them 
out of the market and potentially not participating in any recovery in prices that may ensue 
as the dust settles on the current crisis. However, we also recognize that these are uniquely 
challenging times, and we will be happy to work with you to determine the best ways to 
meet your needs from your available resources should you find yourself in need.

We should note that if you plan to take these funds from your workplace retirement account, your 
employer must permit it. They are not required to adopt this new provision, though we expect most 
will.

Retirement Plan Withdrawals

that they will just look at your tax year 2018 data instead. If you have a new kid in the family 
or have married during 2019, you would be wise to hurry and get your 2019 filing in so that 
they work from that demographic data. Otherwise, you’ll be waiting until this time next 
year to get the remainder of what is owed to you (see below for more on this).  Note, this 
payment will not in any way impact what you owe or are owed (refund) on your 2019 taxes 
(which are now due on July 15th rather than April 15th). 

Is it taxable? – NO.  These payments are actually tax credits for the year 2020.  Normally, you 
receive tax credits when you file for the previous year.  Here, you are effectively receiving an 
advance on this credit that would otherwise be owed to you at this time next year.

What makes me eligible? – Full amounts are due to individuals with an Adjusted Gross 
Income of $75,000 or less and couples with an AGI ≤$150,000. Smaller (phased-out) 
amounts are due to individuals with AGIs between $75-99k, and couples with AGIs between 
$150-198k. Different thresholds exist if you file as Head of Household.  

What should I do with this money? – Whatever you want or need.  There are no restrictions, 
though the program is intended to provide substantial economic stimulus during this 
Coronavirus Contraction.  What you do with it is up to you.  If you are in the camp of “this 
is nice, but I don’t really need it,” we would encourage you to think of ways you can be 
generous with it to support those most impacted by during this time. Speaking of generosity, 
we’ll touch on some changes around tax deductions for charitable giving later in this piece.

This hits on what we see as the most frequent and most important questions. For more, here 
is a link to a great FAQ on Forbes.  
https://www.forbes.com/sites/kellyphillipserb/2020/03/25/all-you-wanted-to-know-about-
those-tax-stimulus-checks-but-were-afraid-to-ask/amp/

https://www.forbes.com/sites/kellyphillipserb/2020/03/25/all-you-wanted-to-know-about-those-tax-stimulus-checks-but-were-afraid-to-ask/amp/
https://www.forbes.com/sites/kellyphillipserb/2020/03/25/all-you-wanted-to-know-about-those-tax-stimulus-checks-but-were-afraid-to-ask/amp/


Definition of a Qualified Individual Under the CARES Act

1. Has been diagnosed with COVID-19;
2. Has a spouse or dependent who has been diagnosed with COVID-19;
3. Has experienced adverse financial consequences as a result of being quarantined, 

furloughed, laid off, having work hours reduced, being unable to work due to lack 
of childcare due to COVID-19, closing or reducing hours of a business owned or 
operated by the individual due to COVID-19.

The CARES Act allows for enhanced loan provisions in defined contribution plans (e.g. 
401k).  Whereas 401(k) loans were previously limited in most cases to the lesser of 50% of 
the vested account balance or $50,000, loans can now be limited to the lesser of 100% of 
the vested balance or $100,000. As with the provision noted above, this has to be enabled 
by your employer, and they can choose a different limit amount if they see fit (up to the 
numbers shown here). The payback requirements are the same as with a standard 401(k) 
loan – meaning monthly or quarterly payments with interest over the course of five years, 
unless used to purchase a home. In addition, the same rules apply about repayment if you 
leave your job (voluntarily or involuntarily). As before, we don’t advocate for tapping into 
retirement funds as a first resort, but a 401(k) loan can be an effective source of funds if 
needed. Because of how payback rules apply, we would strongly suggest the withdrawal 
option noted in the section above ahead of using a loan, especially given the uncertainty 
around job security right now.

Expansion of 401(k) Loan Amounts

There is no such thing as a required minimum distribution (RMD) for 2020. If you are 
normally subject to an RMD, whether for your own account or an inherited IRA, you can 
leave all of the funds in the account for this year, thus reducing your tax burden and giving 
your assets more time to grow within a tax-deferred account. We have put together a more 
comprehensive piece on this, and you can access that here.

No Required Minimum Distributions

The CARES Act rightfully recognizes that relief does not just come in the form of 
government checks and rule changes. Some of the most significant relief comes from the 
generosity of individuals, families, and businesses giving from their resources to assist both 
neighbors and strangers around the globe. To further encourage this generosity, the CARES 
Act increases charitable deduction thresholds. Givers are now able to deduct up to 100% 
of their adjusted gross income (AGI) in 2020 for cash gifts to churches and public charities. 
The normal deduction limits still apply for cash and non-cash gifts given to donor advised 
funds, supporting organizations, and other charities. The CARES Act also increases the limit 
on deductible corporate gifts from 10% to 25% of the corporation’s taxable income. Lastly 
(and this is the one most applicable to many of you), givers who take the standard deduction 

Potentially greater deductions for your generosity

https://madisonparkca.box.com/s/im18d2ias190zm6v9k5k9kgzl546x2op


This guide and all data are for informational purposes only and do not constitute a 
recommendation to buy or sell securities. You should not rely on this information as the 
primary basis of your investment, financial, legal, or tax planning decisions. You should 
consult your legal or tax professional regarding your specific situation. Third party data 
is obtained from sources believed to be reliable. However, MPCA cannot guarantee that 
data’s currency, accuracy, timeliness, completeness or fitness for any particular purpose. 
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(rather than itemizing) on their personal tax return are entitled to deduct up to $300 from the 
income for cash gifts made in 2020 directly to churches and public charities. This is in addition to 
the standard deduction and is treated as an above-the-line deduction similar to an IRA contribution 
or the like. Regardless of the tax benefits, we hope you will consider giving as you are able to 
support those most in need during these challenging times.

Additional Resources

For Retirement Plan Sponsors, Administrators, and Fiduciaries
CARES Act & Retirement Plan Considerations

For Individuals and Families
Financial Planning Considerations in Challenging Markets

For those typically subject to Required Minimum Distributions (RMD)
CARES Act & Required Minimum Distributions

Wrapping it up

Most of all, we want to say that we hope you and your family are staying healthy, and that 
our hearts go out to those impacted directly by COVID-19. In addition, we want to remind 
you that we are here to be a resource for you and those you know. If you are facing difficult 
financial circumstances, including unemployment, please don’t hesitate to reach out to us 
for guidance. We will continue to educate ourselves on the ever-emerging changes resulting 
from this crisis, and will pass along important information as it becomes available. Please 
don’t hesitate to reach out to us at any time in the interim!
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