
The Coronavirus Aid, Relief, and 
Economic Security (“CARES”) Act 
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Required Minimum Distributions (“RMDs”)
• Relief for 2020 RMDs for IRAs and DC plans, including 

2020 distributions attributable to 2019.
• Will RMDs not made for 2020 have to be made up in 2021? 

No.
• Can RMDs already made for 2020 be rolled back into a plan 

or IRA?
• In 2009, the last time there was RMD relief, the IRS allowed 

RMDs made to be rolled back beyond the 60-day period. 
We cannot assure you that the IRS will do that again, but 
the case for this relief is much stronger now than in 2009.

• If the IRS does not allow this, individuals eligible for a 
coronavirus-related distribution who received such a 
distribution in 2020 can roll it back, up to $100,000.

• 60-day rollovers may be permitted under current law rules.  
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Coronavirus-Related Distributions
For 2020, the CARES Act:

• Provides an exception to the 10% early distribution penalty for coronavirus-
related distributions (“CRDs”) from all types of plans (including defined 
benefit plans, for example) and IRAs;

• Exempts such CRDs from the 402(f) notice requirements and mandatory 
20% withholding applicable to eligible rollover distributions (no exemption 
from 10% withholding regime); 

• Permits the individual to include income attributable to CRDs over the three-
year period beginning with the year the distribution would otherwise be 
taxable; and 

• Permits recontribution of CRDs to a plan or IRA within three years, in which 
case the recontribution is generally treated as a direct trustee-to-trustee 
transfer within 60 days of the distribution.
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Coronavirus-Related Distributions – Continued

 To be a coronavirus-related distribution, a distribution (not 
including a deemed distribution of a loan amount) must be 
made on or after 1/1/20 and before 12/31/20 to an 
individual (either a participant or a beneficiary) (a “qualified 
individual”): 
 who is diagnosed with the virus SARS-CoV-2 or with coronavirus disease 2019 

(COVID-19) by a test approved by the Centers for Disease Control and 
Prevention, 

 whose spouse or dependent (as defined in section 152 of the Internal Revenue Code 
of 1986) is diagnosed with such virus or disease by such a test, or 

 who experiences adverse financial consequences as a result of being quarantined, 
being furloughed or laid off or having work hours reduced due to such virus or 
disease, being unable to work due to lack of child care due to such virus or disease, 
closing or reducing hours of a business owned or operated by the individual due to 
such virus or disease, or other factors as determined by the IRS.



5

• The law provides that: “The administrator of an eligible retirement 
plan may rely on an employee’s certification that the employee 
satisfies the conditions [described above] in determining whether 
any distribution is a coronavirus-related distribution.” 

• What is the employee being asked to certify? We don’t know.  

• For example, under the third sub-bullet, it is not enough to show 
that a person’s hours have been reduced; one must also show 
“adverse financial consequences”. 

• What if an employee is laid off but receiving severance, does that 
individual have an adverse financial consequence? Would any 
reduction in pay qualify as an adverse financial consequence? 
Would a loss of typical overtime qualify? 

Coronavirus-Related Distributions – Continued
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• This special tax treatment would be limited to aggregate 
distributions of $100,000 per individual. 

• 401(k), 403(b), and governmental 457(b) plans would be 
permitted, but not required, to make CRDs even if distributions 
would not otherwise be permitted (i.e., no severance from 
employment, hardship, etc.). It does not appear that they would 
be required to accept any repayments, but it is not clear. 

• Distributions not otherwise permitted generally would not be permitted 
until the employer formally agrees to amend the plan to permit some or 
all such distributions. For example, the employer might decide to not to 
allow such distributions or to limit them to $50,000.

• The actual plan amendment may generally be delayed until the last day 
of the 2022 plan year (2024 for governments), and would be retroactive 
to the date that the plan began implementing the new rules. 

Coronavirus-Related Distributions – Continued
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Loans
• The CARES Act increases the maximum loan limit for qualified 

individuals to the lesser of: (1) $100,000 (from $50,000); or (2) 
the greater of $10,000 or 100% (from 50%) of the present value 
of the participant’s vested benefit. 

• This increased loan amount applies to loans made during the 
180-day period beginning on the date of enactment.

• The CARES Act extends for one year the due date of any 
qualified individual’s loan repayment that would otherwise be 
due during 2020 on or after the date of enactment.

• As with distributions, (1) these changes are optional for 
employers, (2) generally can only be implemented with respect 
to a plan once an employer formally agrees to amend the plan, 
and (3) actual amendments can be delayed.  
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Many Issues Left to the Agencies

• Clarification that the current “emergency” situation qualifies as a 
national “disaster”, which has a range of effects, including 
automatically extending many deadlines (see e.g., Code section 
7508A(d)(4)).

• A delay in the deadlines for: 

1. all retirement-related notices, applications, reporting, and 
compliance obligations during 2020; 

2. withdrawing excess IRA contributions; 
3. recharacterizing IRA contributions; 
4. completing rollovers, 
5. making plan contributions, especially from payroll deductions; and 
6. various purposes under the Employee Plans Compliance 

Resolution System (“EPCRS”). 

For example:
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Spousal Consent
• In order to get spousal consent (such as for a lump sum 

distribution from a defined benefit plan), the spouse’s consent 
must be “witnessed in the physical presence of a plan 
representative or a notary public.”

• In this new social distancing world, that may not be possible in 
many situations, or at the least it may raise health concerns. 
Legislative and regulatory relief is being sought. 
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