
 
 

 
 

A Summary of Key Provisions in the Coronavirus Aid, Relief and 

Economic Security (CARES) Act Impacting Employer-Sponsored 

Benefit Plans 
 

The Coronavirus Aid, Relief and Economic Security (CARES) Act includes a number of 

provisions designed to help employers and employees contend with a scaled-back workforce and 

other economic fallout.   

 

The FOP is providing this information to our members who may be impacted by the new 

provisions. 

 

Most of the provisions described below apply to “qualified individuals” consisting of persons 

who: 

• are diagnosed with COVID-19; 

• have a spouse or tax dependent who is diagnosed with COVID-19; or 

• experience adverse financial consequences as a result of: 

o being quarantined due to COVID-19; 

o being furloughed or laid off or having work hours reduced due to COVID-19; 

o being unable to work due to lack of child care due to COVID-19; 

o the closing or reduction in hours of a business owned or operated by the 

participant due to COVID-19; or 

o other factors as determined by the Treasury Secretary. 

 

A plan administrator may rely on a participant’s certification that the participant satisfies the 

requirements to be a qualified individual.  No documentation is required by the statute. 

 

 

Section 2202. Special Rules for Use of Retirement Funds 

This provision waives the 10% early withdrawal tax penalty that generally is imposed on early 

distributions from qualified retirement plans (including 401(a), 401(k), 403(a), 403(b), 457(b) 

plans and IRAs). The penalty is waived for distributions up to $100,000 made during the 2020 

calendar year to qualified individuals.  The $100,000 limit is an aggregate limit for individuals, 

applying to distributions from all qualified retirement plans within an employer’s controlled 

group. The distribution will not be subject to withholding, and income tax on the Coronavirus-

related Distribution may be spread ratably over a three-year period. Employees are required to 

sign a certification of the reason for the distribution.  
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Alternatively, the provision allows qualified individuals to recontribute the funds to an eligible 

retirement plan during the three-year period commencing on the day after the date on which the 

Coronavirus-related Distribution was received without having the amount recognized as income, 

as if it were a rollover back into the retirement plan or IRA. 

 

The provision relaxes some of the existing qualified retirement plan loan rules that permit loans 

from 401(a), 401(k), 403(a), 403(b) and government plans by qualified individuals for 180 days 

following enactment. Specifically, it increases the maximum loan amount from $50,000 to 

$100,000. Individuals with less than $100,000 in their plans will be able to take a loan of up to 

the present value of their accrued benefit. 

 

The provision also delays the repayment of existing loan obligations by one year. 

 

 

Section 2203. Temporary Waiver of Required Minimum Distribution Rules for Certain 

Retirement Plans and Individual Retirement Account 

Under this provision, all required minimum distribution rules will be waived for calendar year 

2020 with respect to tax-qualified defined contribution plans under Code Section 401(a) 

(including 401(k) plans), 403(a) and 403(b), government-sponsored Section 457(b) plans and 

IRAs. Any individual who attained age 70½ prior to January 1, 2020, is not required to receive a 

required minimum distribution, as well as certain death beneficiaries. 

 

During 2020, if amounts are paid that would have been required minimum distributions (2020 

RMDs), the 2020 RMD is not eligible for a direct rollover to another plan or IRA. It appears that 

the 2020 RMD could be rolled over in a separate (indirect) rollover transaction (even back into 

the same plan). If a 2020 RMD is not rolled over, it will be taxed and will subject to normal 

income tax withholding rules for plan and IRA distributions. 

 

 

Section 2206. Exclusion for Certain Employer Payments of Student Loans 

The CARES Act permits employees to exclude up to $5,250 from their gross income, under 

Code Section 127(c), amounts received from an employer for the payment of qualified education 

loans relating to educational assistance (e.g., tuition, fees, books). This provision is limited to 

such loan repayments in 2020 only. 

 

 

Section 3608. Single-Employer Pension Plan Funding Rules 

The Employee Retirement Income Security Act imposes strict funding requirements on defined 

benefit (DB) pension plans. This provision gives sponsors of single-employer pension plans 

additional time to meet their 2020 funding obligations, including obligations to made quarterly 

plan contributions. The due date for any contributions otherwise due during 2020 is delayed until 

January 1, 2021. At that time, contributions due earlier in the year must be paid with interest. 

This provision does not apply to multiemployer defined benefit plans. 

 

 


