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Dear Clients,

We all hope this note finds you and your family well.

You may have heard that the President signed the CARES (Coronavirus Aid, Relief, and Economic Security) Act last Friday -the third piece 
of major legislation related to stimulating the economy amid the Coronavirus outbreak. The $2 trillion act is intended to speed up economic 
relief across the American economy and keep businesses/individuals afloat during this unprecedented time.

While there are many components of the CARES Act, a portion is intended to loosen access to retirement plan funds for individuals 
impacted by the COVID-19 pandemic. It is important to note that the below retirement-related provisions of the CARES Act are not all 
mandatory provisions (see attached for qualifications and further information):

• RMDs Suspended (Mandatory): Required minimum distributions from most retirement accounts are suspended for 2020.
• Use of Retirement Funds (Optional): For a limited time (1/1/20 - 12/31/20), the 10% early withdrawal penalty is waived for 

Coronavirus-related distributions up to a maximum amount ($100,000) and can be repaid.
• Plan Loans (Optional): Limits are increased and existing outstanding loans with a repayment due from the date of enactment of the 

CARES Act through December 31, 2020 may delay loan repayments for up to one year.

You should direct participants whom wish to take Coronavirus related distributions to your plan's recordkeeper as the full process will be 
executed between them. There should be minimal involvement required by plan sponsors. 

Every recordkeeper's process will vary slightly, Some recordkeepers are automatically opting plans into the CARES Act provisions, while 
others are requiring plan sponsors to actively opt-in. Recordkeepers will be pushing out further information on their operational process in the 
coming days. We encourage you to reach out to a member of the SFP Wealth team, or your plan's recordkeeper, if you have questions on how 
this will affect your plan.

As always, we want to remind you that it's important not to give financial advice to participants as it relates to their retirement assets. Please 
direct them to SFP Wealth for any non-generic questions.

Attached is a PDF for your reference that provides greater detail of the CARES Act, along with a piece that can be distributed to participants.

We will continue to pass along information to help keep you informed during this difficult time.

Sincerely, 

The SFP Wealth Retirement Plan Team
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CARES Act Legislation Summary 

On March 27, 2020, the Coronavirus, Aid, Relief, and Economic Security (CARES) Act (the “Act”) was signed 

into law. A portion of the Act is intended to loosen access to retirement plan funds for individuals impacted 

by the COVID-19 pandemic. The following is a summary of the retirement-related provisions of the Act: 

• $100,000 Withdrawal 

o Waiver of 10% penalty on early withdrawals for amounts up to $100,000 from a retirement 

plan or IRA taken between January 1, 2020 and December 31, 2020 

o This withdrawal is only available to a qualified individual (see “qualified individual” below) 

o Individuals are allowed pay the tax on withdrawal ratably over a three year period; and 

o Individuals are allowed to repay the withdrawal back to the plan, tax-free, over the three 

years from the date of the withdrawal (not limited by plan limits). May be repaid back into 

the plan making allowing the withdrawal, another qualified plan or an IRA that accepts 

rollovers. 

o Plan sponsor has discretion whether to offer this design in their qualified plan 

• Plan loans 

o Plan loan limits are increased  for qualified individuals (see “qualified individual” below) to 

the lesser of: 

▪ $100,000; or 

▪ 100% of their vested account balance.  

o Qualified individuals  (see “qualified individual” below) with existing outstanding loans with 

a repayment due from the date of enactment of the Act through December 31, 2020 may 

delay loan repayments for up to one year. The plan can choose to extend the term of the loan 

for up to a year as well. Doing so would allow participants to avoid a financial hardship when 

they do resume repayment by keeping their repayment amount the same as prior to the 

suspension of the repayment. These loans will continue to accrue interest during the period 

of the suspension of repayments.  

o Plan sponsor has discretion whether to offer these design elements in their qualified plan 
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• Qualified individual 

o Eligibility for the penalty-free $100,000 withdrawal and the adjustment to the loan limits is 

conditioned upon an individual meeting one of the following criteria:  

▪ Is diagnosed with COVID-19; 

▪ Whose spouse is diagnosed with COVID-19; 

▪ Who experiences adverse financial consequences due to furlough, quarantine, layoff, 

reduction in hours, inability to work due to lack of child care due to COVID-19, or 

closing of business/reduction of hours by individual due to COVID-19; or 

▪ Factors determined by the Secretary of the Treasury 

o Importantly, the Act does not require the plan sponsor to verify whether an individual 

qualifies for the COVID-19 adjusted loan limits or the $100,000 withdrawal.  The plan sponsor 

may rely upon a participant’s certification for eligibility. 

 

 

• Required minimum distributions 

o The Act waives RMD payments for 2020. 

▪ Includes RMD attributable to 2019 which was not paid by January 1, 2020; 

▪ Includes RMD if already made in 2020; but 

▪ Does not include RMD distributions that were made in 2019. 

o For RMDs that were already made in 2020 the participant may defer taxes and roll it back to 

the plan from which it was made or roll it to another qualified plan or IRA which accepts 

rollovers. Additional guidance regarding any potential impact to the 60 day rollover period is 

expected from the IRS. 

 

• Defined benefit and money purchase pension plans 

o The Act allows these plans to delay any contributions due in calendar year 2020 (including all 

quarterly contributions) until January 1, 2021.  The new January 1, 2021 due date applies for 

all quarterly contributions (they would no longer be separately due). 

o Leveraging the delayed due date would subject the employer to interest on the delayed 

contributions from the original due date(s) at the effective rate for the plan year that 

includes the date of payment. 

o Plan sponsors should expect leveraging delay should lead to higher contributions in 2021. 

  



COVID-19 RETIREMENT PLAN CHALLENGES  

 

www.sfpwealth.com 

 

• Reporting and notices 

o The Act empowers the Department of Labor to extend certain deadlines for notices – more 

information expected in the coming weeks. 

Plans can adopt the new rules immediately. The plan will eventually need to be amended on or before the 

last day of the first plan year beginning on or after January 1, 2022, or later if prescribed by the Secretary 

of the Treasury.  

For any questions related to the CARES Act, your plan, or how it impacts your employees and 

participants, please do not hesitate to contact your Plan Advisor. 

Source: https://www.napa-net.org/sites/napa-net.org/files/CAREs%20Act%20revised_032220.pdf 

Securities offered through qualified registered representatives of MML Investors Services, LLC. Member SIPC SFP Wealth 

is not a subsidiary or affiliate of MML Investors Services, LLC, or its affiliated companies. 200 Clarendon Street, 19th & 

25th Floors. Boston, MA 02116. 617-585-4500 ACR# 345605 4/20  

https://www.sipc.org/
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CARES Act: What you need to know about the new
economic stimulus package
Highlights of the new law

Most Americans making less than $75,000 will receive a one-time cash payment of $1,200; more if you’re married and/or
have children 16 and under. The amount is reduced (or eliminated) at higher income levels.

Unemployment insurance is expanding with a $600 per week higher benefit for up to four months, and with benefits
extended to self-employed workers and independent contractors.

Retirement-related changes: Required Minimum Distributions (RMDs) are waived in 2020. Penalty-free withdrawals are
available if you’ve experienced adverse financial consequences as a result of specifically defined COVID-19 hardships. You
can suspend loan payments for a year from a retirement plan loan under certain conditions.

The $2 trillion Coronavirus Aid, Relief, and Economic Security Act (commonly known as the CARES Act) was signed March 27,
2020, delivering the largest emergency aid package in U.S. history.

The federal government is offering a lifeline to American workers, small businesses, and corporations, to help them weather the
COVID-19 (coronavirus) health crisis and the resulting global market volatility.

We’re here to help you power through this uncertain period and understand how this new legislation may affect you and your
family. While each person’s situation is different, here’s a quick look at some of the CARES Act provisions that may provide you
some financial relief.

How the CARES Act may help you
Most Americans earning less than $75,000 (single filer) can expect a one-time cash payment of $1,200.* These cash payments are
based on adjusted gross income (AGI) from your 2018 or 2019 tax returns. (Meaning, if you’ve filed 2019 taxes, it’s based on that.)

The table below gives you a better idea of how much you may get.

Stimulus checks to individuals and families
$1,200 
Individuals

$2,400 
Married couples

$1,200 
Heads of households

If your AGI is $75,000 or less If your AGI is $150,000 or less If your AGI is $112,500 or less
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$1,200 
Individuals

$2,400 
Married couples

$1,200 
Heads of households

Reduced if your income is higher
than $75,000

Reduced if your income is higher
than $150,000

Reduced if your income is higher
than $112,500

No check if your income is higher
than $99,000

No check if your income is higher
than $198,000

No check if your income is higher
than $136,000

Plus $500 per child age 16 and under. If you have children 16 and older who are claimed as dependents on your tax
return, they don’t qualify for a stimulus check.

* If you receive Social Security benefits but don't file a tax return, you’re eligible for a stimulus check.

The big question: When is the check in the mail?
“This is a massive effort to distribute $300 billion,” says Tyler De Haan, director of business development—retirement solutions for
Principal . “You likely won’t see anything before the second week of April, but hopefully no later than end of May.” (We’ll update
this story as soon as we have more details.)

Tip: If the Fed government has your direct deposit information, you’ll receive your check electronically, meaning faster. Otherwise,
it will be sent via postal mail. If you’ve filed tax returns electronically in 2018 or 2019, the government will have that information.

Required Minimum Distributions (RMDs) waived in 2020
The act also gives taxpayers the option to not take an RMD in 2020, which can potentially be important if financial markets are
slow to recover from recent declines.

“This can be a real win if you don’t need the money this year. Leaving your funds invested longer instead of taking your RMD in a
volatile market can give your assets time to recover from the initial and subsequent shocks,” says Heather Winston, assistant
director of financial advice and planning at Principal.

Plus, when you take an RMD, it’s taxable, so holding off is a way you may be able to reduce your income for 2020.

Expanded unemployment insurance
Unemployment insurance (UI) now includes a $600 per week increase in benefits for up to four months, and extends benefits to
self-employed workers, independent contractors, and those with limited work history.

The federal government will also provide temporary funding of the first week of unemployment for states, eliminate any normal
waiting period, and extend UI benefits for an additional 13 weeks through December 31, 2020. Learn more from the Department
of Labor (DOL).

Tax favored withdrawals from retirement plans
The CARES Act waives the 10% early withdrawal penalty on retirement account distributions for COVID-19-related purposes. This
includes if you, your spouse, or a dependent is diagnosed with COVID-19 or you’ve experienced “adverse financial consequences”
as a result of being quarantined, furloughed, laid off, having work hours reduced, or being unable to work due to lack of childcare
because of the health crisis, or closing/reducing hours of a business owned by an individual due to COVID-19.

This applies to individual retirement accounts (IRAs), 401(k)s, and certain qualified retirement plans and annuities. The maximum
you can withdraw collectively from your accounts is $100,000. The usual mandatory 20% withholding for taxes won’t apply up-
front, but the income from these distributions would be subject to taxes over three years.

You can pay it back to the account within three years. Doing so wouldn’t affect the maximum contribution you can make each
year to your 401(k) or IRA. De Haan says if this type of withdrawal makes sense for you, check with your employer to see if your
retirement plan allows you to do so.

This provision is one where more details will be figured out in the coming weeks by the Internal Revenue Service (IRS) and the
Treasury Department. We’ll keep you updated as it develops.

®

https://www.principal.com/individuals/explore-life-money/abcs-rmds
https://www.dol.gov/general/topic/unemployment-insurance
https://www.principal.com/individuals/explore-life-money/2020-retirement-contribution-limits-and-income-ranges-are
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The subject matter in this communication is educational only and provided with the understanding that Principal  is not
rendering legal, accounting, investment advice or tax advice. You should consult with appropriate counsel or other advisors on all
matters pertaining to legal, tax, investment or accounting obligations and requirements. 

Insurance products issued by Principal National Life Insurance Co (except in NY) and Principal Life Insurance Co. Securities offered
through Principal Securities, Inc.,800-247-1737, Member SIPC Principal National, Principal Life, and Principal Securities are
members of the Principal Financial Group , Des Moines, IA.

Loans from retirement plans
If you have an outstanding loan from your retirement plan with repayment due in 2020, you can delay your repayments for up to
one year. Subsequent payments will be adjusted to account for the delay.

The loan cap is increased to $100,000 or 100% of your vested account balance, whichever is less, for loans taken within 180 days
of the law’s enactment. Check with your employer to see if your retirement plan has chosen to allow this.

Additional guidance may be needed from the DOL on increased loan limits. We’ll update this story when that’s released.

Student loan relief
Payments and interest on all federal loans held by the U.S. Department of Education will be suspended for six months, until
September 30, 2020. It will be automatic, so you don’t have to make a request for it. (This only applies to federally-backed loans,
not private student loans.)

“This will be a welcome relief for a lot of borrowers. And if you decide to continue making the same monthly payment, you’ll pay
down the principal faster,” says Winston. “Every little bit helps.”

The Department of Education will also suspend collections efforts on defaulted federal student loans and stop garnishing wages
and taking tax refunds.

Employers may also contribute up to $5,250 annually toward student loans, and the payments wouldn’t be taxable income to
employees. This cap applies to both student loan repayment benefits and other employer-provided educational assistance such as
tuition, books, and fees.

Other recent changes offering financial relief
Federal tax filing, payment, and IRA contribution deadlines. The deadline to file and pay federal income taxes has been
extended from April 15 to July 15, 2020. The same extension applies to 2019 IRA contributions. State tax deadlines may
vary, so check with your state’s Department of Revenue. To learn more, visit IRS.gov.

Paid employee leave. The Families First Coronavirus Response Act (FFCRA) requires certain employers to provide
employees with paid sick leave or expanded family leave related to COVID-19 until December 31, 2020. Learn more on the
DOL’s site.

Evictions and foreclosures. On March 18, the Department of Housing and Urban Development (HUD) implemented an
immediate moratorium on foreclosures and evictions for single family homeowners with FHA-insured mortgages for 60
days. Learn more on the HUD site.

What’s next?
Relief for businesses: If you have a small- to medium-sized business, there are a number of provisions in the CARES
Act for tax credits, loans, grants, and other programs. To learn more, read this article.

Need a financial professional? If you want help navigating your finances during these uncertain times, we can help
you find a financial professional in your area.

®

®

https://studentaid.gov/manage-loans/repayment/servicers
https://www.irs.gov/newsroom/tax-day-now-july-15-treasury-irs-extend-filing-deadline-and-federal-tax-payments-regardless-of-amount-owed
https://www.dol.gov/agencies/whd/pandemic/ffcra-employee-paid-leave
https://www.hud.gov/press/press_releases_media_advisories/HUD_No_20_042
https://www.principal.com/about-us/news-room/principal-knowledge-center/11-ideas-help-coronavirus-cash-flow-challenges
https://www.principal.com/need-help-finding-advisor
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