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CARES Act and Rules for Retirement Plans 

As part of the CARES Act, Congress amended a number of rules for retirement 

plans.  There are two changes that are relevant to administrators of multiemployer pension and 

welfare plans.  First, the act appears to allow certain defined contribution plans to allow in-service 

distributions to Participants negatively impacted by COVID-19 without the standard 10% tax 

penalty.  Second, the CARES act removes the required minimum distribution for Plan Year 

2020.  Finally, this notice concludes with a short explanation of why the Paycheck Protection 

Provisions ("PPP") does not apply to the Fund Offices of multiemployer welfare or pension funds.   

 

Coronavirus Distributions 

The CARES Act amends the Internal Revenue Code to allow for "Coronavirus-Related 

Distributions.  These are distributions made to a participant who either 1) diagnosed with COVID-

19, 2) is married to a person diagnosed with COVID-19, or 3) who has experienced "adverse 

financial consequences" related to the pandemic, including having been quarantined, furloughed, 

laid off, had their work hours reduced, having been unable to find work due to lack of child care, 

or having to close or reduce the hours of their business.  So-called Coronavirus Distributions are 

limited to $100,000, and can only be made in the calendar year ending December 31, 2020.  

 

It appears that the law allows plans to create a new form of distribution to be used during 

this year only which will allow participants to withdraw a portion of their account if they have 

been negatively impacted by COVID-19.  Unfortunately, the law itself is not particularly clear and 

there is some disagreement as to which defined contribution plans can provide for Coronavirus 

distributions.  Therefore, we recommend waiting for clarifying guidance from the Department of 

Labor or Internal Revenue Service.  In general, the Departments have been responsive in providing 

direction on the new laws, so we hope to have guidance on how to implement this law in the near 

future.  We will update you when we receive guidance from the Departments. 

 

Required Minimum Distributions 

The CARES act also provides that participants are not required to take required minimum 

distributions during 2020.  That is, a participant who would normally be required to take a required 

minimum distribution in 2020 may elect to not take that distribution.  There are generally very few 
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participants who are required to take required minimum distributions from defined contribution 

Plans, but if you know of any, please be aware of this rule and contact Asher, Gittler & D'Alba, 

Ltd. to discuss further. 

 

Paycheck Protection Provisions 

The Act also includes provisions allowing for "paycheck protection," a relief program for small 

businesses and charities which have been negatively affected by COVID-19.  By the plain terms 

of the statute, it appears that these provisions only provide relief to for-profit businesses and 

organizations that are tax exempt under Internal Revenue Code Section 501(c)(3).  ERISA Funds 

are tax exempt under IRC Section 501(c)(9), and therefore do not appear to be eligible for the PPP 

provisions of CARES.  Nonetheless, we will continue to monitor guidance from the IRS and if the 

list of eligible businesses expands to include such Funds, we will keep you updated. 
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