
KEY POINTS
- The estimated $2 trillion CARES Act 

looks to provide cash to individuals 
and businesses through payments, 
loans and tax credits. 

- The CARES Act waives certain 
requirements and penalties for 
qualified retirement plans. 

- Small businesses may apply for 
relief loans of up to $10 million, but 
national banks may already be 
reaching capacity.

The Coronavirus Aid, Relief and 
Economic Security (CARES) Act is an 
estimated $2 trillion federal relief 
package designed to combat the 
harmful economic effects of the 
COVID-19 pandemic. The law looks to 
provide cash infusions to individuals, 
businesses, health care organizations 
and state/ local governments through 
payments, loans and tax credits.

The CARES Act, which congressional 
leaders put together and sent to the 
president?s desk in essentially warp 
speed, is designed to help businesses 
stay afloat ?  and, crucially, afford to 
continue to pay employees ?  during 
coronavirus-mandated shutdowns.
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Information included above as well as individual companies and/or securities mentioned should not be construed as investment advice, 
recommendation to buy or sell or an indication of trading intent on behalf of anyone associated with Park 10 Financial, LLC. Information 
contained in this newsletter is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed. 

As Washington continues to consider 
additional economic aid and relief measures,  
we want to highlight some of the CARES 
provisions that we believe will be of interest to 
you.

What  individuals need t o know

Whether you participate in your company?s 
401k plan, have a traditional or small business 
IRA, or you are in charge of a plan at your 
company, here are three key things to be 
aware of:

1. Special t ax rules for  coronavirus-relat ed 
dist r ibut ions 

For retirement savers who need to tap 
tax-deferred savings during this time of need, 
the CARES Act creates new rules for a 
coronavirus-related distribution (CRD) of up to 
$100,000 that includes four key benefits:

- It cushions the blow by waiving the 10% 
early-withdrawal penalty.

- While income taxes are still owed on 
CRDs, taxpayers can spread the 
payments out over the next three years.

- Withdrawals can be repaid to the 
retirement account within three years of 
the distribution. If repaid, any amount 
previously included in income could be 
exempted by filing a corrected return 
for the previous year.

 - It?s not subject to otherwise mandatory 
20% tax withholding. 

The ability to take CRD applies to anyone who 
has been diagnosed or whose spouse or 
dependent has been diagnosed with 
COVID-19, or who is experiencing adverse 
financial consequences as a result of being 
quarantined, furloughed, laid off, experiencing 
reduced work hours or lacking child care 
because of the coronavirus. Business owners 
who have to close or reduce business hours 
would also qualify. 

Unless such a special distribution is urgently 
needed, however, it?s generally recommended 
that clients continue to take advantage of 
tax-deferred growth and not take early 
distributions from their retirement accounts.



2. Suspended RMDs for  ret irem ent  
account s

For retirement savers who prefer to delay 
distributions this year, required minimum 
distributions (RMDs) are suspended in 2020 
for retirement account owners and 
beneficiaries. This applies to traditional, Roth, 
SEP and SIMPLE individual retirement 
accounts, as well as 401(k), 403(b) and 
governmental 457(b) plans. It means that 
individuals who turned 70½ in 2019 and were 
waiting until April 15, 2020, to take their RMDs 
now have until the end of 2021 to start taking 
distributions. Those who delayed first-time 
distributions in 2019 may skip RMDs for 2019 
and 2020. Individuals who are already taking 
distributions may skip the 2020 RMD. 
However, an RMD may still make sense for 
someone in need of income or who expects to 
be in a lower tax bracket this year. 

Those who have taken an RMD in the past 60 
days may have the option to undo it. If it?s 
returned to the retirement account, the 
distribution will be treated as a 60-day 
rollover. However, the person doing the 
rollover needs to be eligible for a 60-day 
rollover, which wouldn?t include nonspouse 
beneficiaries. If it?s been more than 60 days, 
there may still be an opportunity for a rollover. 
Bortz recalls in 2009, when RMDs were 
suspended due to market conditions, the IRS 
provided relief by extending the 60-day 
rollover rule. ?The IRS is likely considering 
whether to provide similar relief with respect 
to RMDs waived under the CARES Act,? he 
says. Keep in mind, however, that only one 
rollover is allowed per year, although you may 
still be able to do transfers from one IRA to 
another. 

3. Benef iciary IRA dist r ibut ions suspended  

The suspension of RMDs in 2020 applies to 
inherited IRAs as well. Retirement accounts 
that are currently subject to the five-year rule 
following the account owner?s death 
(generally, retirement accounts payable to an 
estate or other entity that did not qualify for 
stretch treatment) may skip counting 2020 
among the five years. This means for a 
beneficiary subject to the five-year rule who 
inherited a retirement account between 2015 
and 2019, the five-year rule is effectively a 
six-year rule.

What  sm all business owners need t o know

If you are a small business owner, 
self-employed or working for a small 
company, here are three key things to be 
aware of:  

1. Paycheck  Prot ect ion Program  Loans

Businesses with fewer than 500 employees ?  
including sole proprietors, independent 
contractors, ?gig economy? workers and 
anyone otherwise self-employed ?  can apply 
for loans of up to $10 million, or 2.5 times 
total payroll expenses for the loan period. Sole 
proprietors and independent contractors 
should be eligible to apply by April 8. However, 
many large national banks are already 
reporting to be at or near lending capacity. 

Those who are able to access funds can use 
them to help pay for payroll costs and other 
expenses, such as mortgage payments, rent, 
utilit ies and other debt service from February 
15 to June 30. At least 75% of the loan must be 
payroll and payroll costs (salary, wages, 
commissions and tips) are capped at $100,000 
for each employee.
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The loans are fully guaranteed by the federal 
government through the end of 2020 and can 
have a maturity of up to 10 years. Business 
owners will be able to apply for these loans at 
any lending institution approved to participate 
in the program through the existing U.S. Small 
Business Administration?s 7(a) lending 
program. 

Ot her  not able provisions t o t he loan 
program :

- The portion of the Paycheck Protection 
Program Loan that was used for the 
first eight weeks of payroll costs, 
interest on mortgage obligations, rent 
and utilit ies is eligible for permanent 
forgiveness.

- Payments of principal and interest can 
be deferred for at least six months and 
for no more than one year. The interest 
rate is capped at 4%.

- Businesses that laid off workers from 
February 15 to April 26 can be eligible 
for credit for loan forgiveness as long as 
those jobs and salaries are reinstated 
by June 30.

- 501(c)(3) charitable organizations with 
fewer than 500 workers can qualify as 
well. All entities must have been in 
operation as of February 15, 2020.

2. Expansion of  t he SBA Disast er  Loan 
Program

This expansion enables sole proprietors to 
access disaster loans and enables them to 
receive a working capital loan to overcome the 
temporary loss of revenue. Entities that apply 
for a disaster loan can get an immediate 
advance of up to $10,000 to maintain payroll, 

and the advanced $10,000 does not have to be 
repaid even if the full loan application is later 
denied.

The loans are fully guaranteed by the federal 
government through the end of 2020 and can 
have a maturity of up to 10 years. Business 
owners will be able to apply for these loans at 
any lending institution approved to participate 
in the program through the existing U.S. Small 
Business Administration?s 7(a) lending 
program.

3. Ot her  benef it s for  businesses

- The employer?s portion of Social 
Security payroll tax payable in 2020 may 
be deferred until January 1, 2021, with 
the first half of the deferred 2020 
payment due at the end of 2021 and 
the second half due at the end of 2022.

- Employers may be eligible for up to one 
year of credit against the employer?s 
6.2% share of Social Security tax for a 
business that is fully or partially 
suspended due to government orders, 
or where revenue in a quarter in 2020 is 
less than 50% of the revenue in the 
same quarter last year.

- Employers may be eligible for more 
flexible net operating loss rules for 
access to an immediate refund.

The above is provided as a general overview of 
certain provisions of the CARES Act. The CARES 
Act is quite comprehensive, and there are a 
number of other provisions that can benefit 
individuals, distressed industries, states and 
municipalities, and health care entities. Please 
consult your legal and/or tax advisors to 
understand how the CARES Act may apply in 
your specific situation.
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PARK 10 FINANCIAL, LLC

Do you have questions about your stimulus check, the 
CARES Act, recession, SBA loans, finances, the market or the 
economy?

Park 10 Financial has the knowledge and expertise to 
answer all of your concerns. 

Em ail:  info@park10f inancial.com  
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