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On Friday, March 27, 2020, the U.S. Senate passed and the President signed into law the
Coronavirus Aid, Relief, and Economic Security (CARES) Act of 2020.1 This estimated $2 trilliondollar bill includes provisions to provide much needed relief to individuals and businesses
during these uncertain times. These provisions include rebate checks to individuals and
families, support for severely damaged industries, and stimulus through tax credits, loans and
payroll tax relief for small businesses.
The CARES Act is meant to be the third round of federal stimulus in the wake of the Coronavirus
pandemic. It builds upon two former pieces of legislation, “The Coronavirus Preparedness and
Response Supplemental Appropriations Act” and the “Families First Coronavirus Response Act”
by providing more robust support to both individuals and businesses.
The primary purpose of this paper revolves around the provisions within the legislation that
impact individuals and families. Some of the areas covered in this paper will include the
recovery rebates, retirement account distributions, required minimum distribution changes for
2020, personal health care changes, personal tax changes, and other unemployment benefits.

RECOVERY REBATES AND YOU
Perhaps the most widely publicized topic in regard to the CARES Act is found within Section
2201 of the bill and covers “Recovery Rebates for Individuals.”2 Most people want to know
whether or not they should be expecting a check from Uncle Sam, how much that check is
going to be for, and when it is going to arrive. For 90% of people, these questions are going to
be important to answer as they are going to be eligible for one of these rebates. Luckily, each
question is answered within the legislation but the answers may not be as clear or as
prosperous as some may think.

CALCULATING IF YOU ARE DUE A REBATE AND IF SO, HOW MUCH?
1

Remarks by President Trump at Signing of H.R.748, The CARES Act. (2020, March 27). Retrieved April 3, 2020,
from h'ps://www.whitehouse.gov/brieﬁngs-statements/remarks-president-trump-signing-h-r-748-cares-act/
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Coronavirus Aid, Relief, and. Economic Security Act, H.R. 748, 116 Cong. (2020). Retrieved April 3, 2020, from
h"ps://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf
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From a high-level standpoint, the CARES Act provides a refundable income tax credit against
your 2020 income of up to $2,400 for married couples and $1,200 for all other filers. That credit
amount is increased by up to $500 for each child the taxpayer has under the age of 17.3 Thus, a
married couple with one child would be eligible for up to $2,400 + $500 = $2,900 and a single
taxpayer with two children would be eligible for up to $1,200 + $500 + $500 = $2,200. If you
think I keep saying “up to” a lot I understand, and I want you to know it is completely
intentional. As a taxpayer’s income exceeds a certain threshold, the credit they are entitled to
begins to phase-out.
The Applicable AGI (Adjusted Gross Income) threshold amounts are:
•
•
•

Married Filing Jointly: $150,000
Head of Household: $112,500
All Other Filers: $75,0004

For every $100 a taxpayer’s income exceeds the aforementioned limits, their eligible credit
amount is reduced by five dollars. This means a married couple with no children is completely
phased-out of a recovery rebate at an AGI above $198,000. Depending on the number of
qualifying children one has, your max phase-out will be different. The figure on the next page
helps put this in perspective.5
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Watson, G., LaJoie, T., Li, H., & Bunn, D. (2020, April 1). Congress Approves Economic Relief Plan for Individuals
and Businesses. Retrieved April 3, 2020, from h,ps://taxfounda7on.org/cares-act-senate-coronavirus-billeconomic-relief-plan/
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Coronavirus Aid, Relief, and. Economic Security Act, H.R. 748, 116 Cong. (2020). Retrieved April 3, 2020, from
h"ps://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf
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Levine, J., Kitces, T., & Levine, J. (2020, April 4). CARES Act Provisions For Financial Advisors And Their Clients.
Retrieved April 6, 2020, from h4ps://www.kitces.com/blog/analyzing-the-cares-act-from-rebate-checks-to-smallbusiness-relief-for-the-coronavirus-pandemic/
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As I mentioned above, this rebate is a credit against your 2020 income. This is perhaps one of
the most confusing aspects of this rebate. The initial amount paid is going to be based on either
a taxpayer’s 2018 or 2019 income (whichever is the latest return that the IRS has on file). The
amount paid to the taxpayer will then be verified in 2021 when their 2020 income taxes are
filed. Since the tax-filing deadline has been extended to July 15, 2020, most taxpayers have not
filed their 2019 income taxes as of the passing of this bill. This is why Congress will look back to
2018 if needed. However, for those that had lower income in 2019 versus 2018 they will want
to consider filing soon, as this may impact the rebate they are entitled to.
The way this rebate works, in essence, is that Congress is going to front you an estimated
amount based on your 2018/2019 income, but 2020 will show whether or not you really
deserve it. If you do, you will receive a credit in 2021 when your taxes are filed. Don’t worry if
you should not have been due a rebate because the IRS is not planning to claw back any excess
payment. Unfortunately, however, for those taxpayers who have had higher income the past
few years but have recently been laid off or furloughed due to the pandemic, they will have to
wait to receive their rebates in a time when they could use these payments the most.

WHERE AND WHEN WILL I GET PAID?
On the day this legislation was passed, the U.S. Department of Labor announced jobless claims
had reached 3.28 million in the week prior. This was an increase of 3 million claims from the
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previous week6. This shows the magnitude of impact this virus has had and the urgency with
which some taxpayers could utilize this income. Unfortunately, it is likely to be weeks, if not at
least a month, before these payments are made. The CARES Act requires this payment be made
as soon as possible,7 but early indications from the Treasury Department indicate these
payments may not be made until the middle of April, if not sometime into May.
As for where the Recovery Rebate payments will be made, that is also up in the air. For those
receiving Social Security, it appears they will receive the rebate in the same account they
receive their benefits. In addition, the CARES Act also authorizes payments to be made into an
account where an individual’s 2018/2019 tax refund was deposited. If no account is on file,
checks will be mailed to the last known address on file8. Obviously, this payment process raises
potential issues. For example, if the account a client had his or her tax refund deposited into is
no longer active or if someone has moved since his or her last return, this may pose a problem.
Tracking down lost payments will likely be a pain, but the CARES Act indicates that the IRS will
provide a phone number for people to report such issues.

RETIREMENT ACCOUNT IMPACT
For those impacted by the Coronavirus, relief cannot come soon enough. While there may be a
delay in receiving the previously covered Recovery Rebate, it doesn’t mean Congress has left
you with no options. Mirroring similar relief provided to individuals in disaster areas in the past
(think hurricanes, wildfires, floods), the CARES Act creates Coronavirus-Related Distributions.
These distributions are up to $100,000 and are taken from IRAs, employer-sponsored
retirement plans, or a combination of both. These payments, which are made in 2020, are for
the benefit of an individual impacted by the Coronavirus because they:
•
•
•
•
•
•

Have been diagnosed with COVID-19.
Have a spouse or dependent that has been diagnosed.
Experience adverse financial consequences as a result of being quarantined, furloughed,
laid off, or having work hours reduced because of the pandemic.
Are unable to work because they lack childcare as a result of the disease.
Own a business that is closed or is operating under reduced hours because of the
disease.
Meet any additional reasons the IRS deems to be okay.9

6

U.S. Department of Labor. (2020, April 2). Unemployment Insurance Weekly Claims. Retrieved April 3, 2020, from
h"ps://www.dol.gov/ui/data.pdf
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Levine, J., Kitces, T., & Levine, J. (2020, April 4). CARES Act Provisions For Financial Advisors And Their Clients.
Retrieved April 6, 2020, from h$ps://www.kitces.com/blog/analyzing-the-cares-act-from-rebate-checks-to-smallbusiness-relief-for-the-coronavirus-pandemic/
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Given this long list of potential qualifying factors, it seems apparent that the intent is to make
this provision broadly available. In addition, it appears the IRS plans on taking a liberal view as
to who has been impacted enough to qualify for these distributions. 10 There are a number of
tax benefits associated with Coronavirus-Related Distributions.
These benefits include:
•

•

•

•

Exempt from the 10% Early Withdrawal Penalty
o Individuals under the age of 59 ½ will be able to access retirement accounts
without the penalty that would normally apply.
Not Subject to Mandatory Withholding Requirements
o Usually rollover distributions from an employer-sponsored retirement plan are
subject to mandatory federal withholding of 20%. Coronavirus-Related
Distributions, however, are exempt from this requirement and will allow an
individual’s self-certification that they meet the requirements when requesting a
distribution.
Eligible to be Repaid over Three Years
o Beginning on the day after an individual receives a Coronavirus-Related
Distribution, he or she has up to three years to roll or repay any portion of the
distribution back into a retirement account. Additionally, this can be done via a
single rollover or multiple partial rollovers during that three-year period. If this is
done, make sure to file an amended return to claim a refund on any tax paid to
the rolled over amount.
Income and resulting tax may be spread over 3-years
o The income generated from a Coronavirus-Related Distribution is to be split
evenly over 2020, 2021, and 2022 by default. However, a taxpayer can elect to
include all of the income from their distribution on their 2020 income tax return
if they prefer.11

In addition to Coronavirus-Related Distributions, the CARES Act also enhances the rules for
loans from employer-sponsored plans. For individuals who have been impacted by the
Coronavirus, using the definition above and opting to utilize a plan loan, they could see the
amount and terms enhanced due to the following three provisions:
1. Maximum Loan Amount Increased to $100,000 – Generally, the maximum amount that
can be borrowed from an employer-based plan is $50,000. The CARES Act doubles this
to $100,000 for impacted individuals.
10

Levine, J., Kitces, T., & Levine, J. (2020, April 4). CARES Act Provisions For Financial Advisors And Their Clients.
Retrieved April 6, 2020, from h4ps://www.kitces.com/blog/analyzing-the-cares-act-from-rebate-checks-to-smallbusiness-relief-for-the-coronavirus-pandemic/
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h"ps://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf
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2. 100% of Vested Balance May be Used – Normally, once an individual has a plan balance
that exceeds $20,000, they are eligible to take a loan of up to 50% of this vested
balance. The CARES Act amends this rule, allowing individuals to take a loan equal to
their vested balance dollar-for-dollar up to the $100,000 maximum.
3. Delayed Payments – Any payments owed on the loan from its enactment through the
end of 2020 may be delayed for up to one year.12

RMDs WAIVED FOR 2020
Section 2203 of the CARES Act amends the current Required Minimum Distribution (RMDs)
rules for 2020. The relief provided by this is broad and applies to all individually owned
retirement accounts as well as employer-sponsored plans. Additionally, this provision applies to
both account owners as well as beneficiaries. Furthermore, the CARES Act not only eliminates
RMDs for 2020 but also any RMD that would otherwise need to be taken in 2020. This means
individuals who turned 70 ½ in 2019 and delayed their first RMD until 2020 (as well as a second
RMD in 2020) do not have to take either of these distributions, eliminating not one but two
distributions. It is worth noting that while RMDs are suspended for 2020, voluntary
distributions are still allowed, including Qualified Charitable Distributions (QCDs).13
At the time of this writing, we have just surpassed the first quarter of 2020. Despite that we are
only 25% through this year, a lot of individuals have already taken their RMDs for 2020. In light
of the CARES Act, Section 2203, individuals who have already taken these distributions can
return any unwanted RMDs. This can be done one of two ways for IRA, 401(K), and other
retirement accounts.
The first is through a 60-day rollover. If the distribution was taken within the last 60-days and
provided a similar rollover has not been completed over the last 365 days, then an individual
can simply write a check or transfer an amount equal to the RMD back into a retirement
account before the end of that 60-day rollover window.
For those individuals who don’t qualify for this, the second way of returning the RMD is through
the Coronavirus-Related Distribution Provision laid out above. As long as you qualify for the
liberal definition of these distributions, you have three years from the date the distribution was
received to roll those funds back into a retirement account. Unfortunately, this will only work

12

Watson, G., LaJoie, T., Li, H., & Bunn, D. (2020, April 1). Congress Approves Economic Relief Plan for Individuals
and Businesses. Retrieved April 3, 2020, from h:ps://taxfounda>on.org/cares-act-senate-coronavirus-billeconomic-relief-plan/
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Levine, J., Kitces, T., & Levine, J. (2020, April 4). CARES Act Provisions For Financial Advisors And Their Clients.
Retrieved April 6, 2020, from h4ps://www.kitces.com/blog/analyzing-the-cares-act-from-rebate-checks-to-smallbusiness-relief-for-the-coronavirus-pandemic/
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for retirement account owners. Beneficiaries are not eligible to make a rollover even with the
60-day rule.14
An additional provision relates to non-designated beneficiaries (i.e. charities, estates, non-SeeThrough-Trusts) who operate under a different distribution schedule for inherited retirement
accounts. Typically, inherited retirement accounts for non-designated beneficiaries have to be
completely disbursed by the end of the fifth year from a decedent who passed between 2015
and 2019. The CARES Act allows 2020 to be ignored, or simply not counted as one of the five
years.15 This means instead of operating under a five-year schedule, these beneficiaries are now
operating under a six-year schedule. This change does not impact the new 10-year RMD rule
imposed by the SECURE Act. With these rules, 2020 is the first year an individual could have
died with a beneficiary subject to these rules and the rule does not actually take effect until the
year after death. Therefore, 2020 does not count as one of the 10-years for purposes of the 10Year rule.

CHARITABLE CONTRIBUTION TAX DEDUCTION
For those that are charitably inclined, the CARES Act rewards your generosity by updating some
recently implemented changes. The Tax Cuts and Jobs Act (TCJA) of 2017 did away with most
above the-line-deductions to simplify the tax code. The CARES Act alters this simplicity by
introducing a brand new above-the-line-deduction for Qualified Charitable Contributions. This
deduction, which is effective for tax years beginning in 2020, is limited to $300. While this may
not seem like an impactful number, what will be impactful is the number of people who will be
able to take advantage of this. In order to claim this deduction, a taxpayer cannot itemize
deductions on their federal return. Thanks to the TJCA doubling the standard deduction, only
about 10% of taxpayers today actually itemize their taxes. This means about 90% of taxpayers
can potentially benefit from this new tax break.16 This new deduction appears to be indefinite,
as no sunset date was outlined in the CARES Act.
Section 2205 of the CARES Act takes the AGI limit on cash contributions made to charities from
a maximum of 60% of AGI (50% prior to the TJCA) up to a maximum of 100% AGI for “qualified

14

Snell, K. (2020, March 26). What's Inside The Senate's $2 Trillion Coronavirus Aid Package. Retrieved April 6,
2020, from h*ps://www.npr.org/2020/03/26/821457551/whats-inside-the-senate-s-2-trillion-coronavirus-aidpackage

15

Watson, G., LaJoie, T., Li, H., & Bunn, D. (2020, April 1). Congress Approves Economic Relief Plan for Individuals
and Businesses. Retrieved April 3, 2020, from h:ps://taxfounda>on.org/cares-act-senate-coronavirus-billeconomic-relief-plan/

16

President Trump Signs Into Law the Coronavirus Aid, Relief, and Economic Security (CARES) Act. (2020, March
29). Retrieved April 6, 2020, from h7ps://www.natlawreview.com/ar?cle/president-trump-signs-law-coronavirusaid-relief-and-economic-security-cares-act
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contributions.”17 This means an individual can completely wipe out their 2020 tax liability by
making charitable contributions. Additionally, if 2020 charitable contributions exceed the 2020
100% of AGI limit the excess can be carried forward for up to 5-years.18

PROVISIONS RELATED TO INDIVIDUAL HEALTHCARE
Considering this legislation was crafted during perhaps the greatest pandemic of our
generation, it should come as no surprise that the CARES Act is loaded with health-related
provisions. The first of which can be found in Section 3702 and pertains to the definition of
qualified medical expenses. The CARES Act expands what expenses are covered for purposes of
Health Saving Accounts (HSAs), Flexible Spending Accounts (FSAs), and Archer Medical Saving
Accounts (MSAs), to include over-the-counter medication.19
In addition to this, some of the other notable personal healthcare related provisions in the
CARES Act include:
• Medicare recipients will be able to access the COVID-19 vaccine (once available) at no
cost (Section 3713).
• Medicare Part D recipients must be allowed, upon request, to have up to a 90-day
supply of prescription medicine filled during the Coronavirus Pandemic (Section 3714).
• Telehealth services are more than likely to be temporarily covered by an HSA-Eligible
high deductible health plan (HDHP), even before a participant has met their annual
deductible (Section 3701).
• The rules surrounding providing telehealth services will be temporarily relaxed during
the COVID-19 emergency. The services included in this are, but may not be limited to,
Medicare (Section 3703), Federally Qualified Health Centers (Section 3704), Rural Health
Clinics (Section 3704), Home Dialysis Services (Section 3705), and Hospice Care (Section
3706).20
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Coronavirus Aid, Relief, and. Economic Security Act, H.R. 748, 116 Cong. (2020). Retrieved April 3, 2020, from
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ADDITIONAL UNEMPLOYMENT BENEFITS
While most individuals are seeking information related to retirement account distributions and
the recovery rebate checks, there are additional unemployment benefits enhancements found
within the CARES Act that could provide additional support to those in need.
As states began instituting social distancing policies and stay at home orders, it quickly became
clear that businesses on Main Street were going to be impacted. As aforementioned, the most
recent weekly jobs report from March 27, 2020, showed claims had surged to nearly 3.3 million.
For those impacted currently and those who may be in the future, the unemployment benefit
enhancements found in the CARES Act will more than likely be beneficial.
These expanded unemployment benefit provisions include:21
•

•

•

•

•

Pandemic Unemployment Assistance
o Self-employed individuals are generally ineligible for unemployment benefits.
The CARES Act provides relief for them by making them and other individuals
who are ineligible for regular unemployment eligible for 39-weeks of benefits.
No Delay in First Payment
o Under normal circumstances you typically cannot receive unemployment
benefits in the first week you are unemployed. This is considered an
“elimination period” which is designed to encourage people to find new
employment quickly. Of course, these aren’t normal circumstances, so the
CARES Act offers to pay unemployment benefits immediately and ignores this
waiting period.
Unemployment Benefits get a Raise
o Section 2104 of the CARES Act provides the ability for states to increase their
unemployment benefits by $600 per week. This provision would be funded with
federal dollars and can be active for up to four months. Most unemployment
benefits are targeted at 50% of an individual’s wage. This provision has the
ability to dramatically increase what an individual receives for unemployment
benefits, at least on a temporary basis.
Unemployment timeline extended
o In the likelihood that most individuals collecting unemployment benefits will
ultimately reach the maximum number of weeks allowed under state law for
benefits, the CARES Act, Section 2107 has provided that these benefits can be
extended for an additional three months.
Incentive to Create Short-term Benefit Programs
o “Short-Time Compensation” programs are described as voluntary agreements
between employers and their state unemployment offices to avoid layoffs by

21

Levine, J., Kitces, T., & Levine, J. (2020, April 4). CARES Act Provisions For Financial Advisors And Their Clients.
Retrieved April 6, 2020, from h4ps://www.kitces.com/blog/analyzing-the-cares-act-from-rebate-checks-to-smallbusiness-relief-for-the-coronavirus-pandemic/
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reducing employees’ hours. This then makes those employees eligible for prorated unemployment benefits. Section 2108 of the CARES Act allows for an
incentive to be paid to states that do not currently have such a program in
place. This incentive covers 50% of the cost associated with establishing a
program like this through the end of the year. This provision can be beneficial to
those employees who have seen their hours reduced but are currently ineligible
for unemployment benefits since they are technically still employed.22

FINAL THOUGHTS & CONCLUSIONS
When 2020 started, I doubt many people imagined what was to come for their day-to-day lives,
their careers, their portfolios, the markets, and their future. COVID-19 has certainly had an
enormous global impact from both a monetary and a mental standpoint. Life will most likely
never fully resume to the way it was prior to this pandemic. Many people will likely avoid
shaking hands, many employers may continue to encourage working from home, many
restaurants and businesses most likely will not survive, and many people will put their travel
“bucket list” on hold.
That being said, I firmly believe The CARES Act is one step in the right direction by Congress to
put the U.S. back on the best path it can, even if that path is completely new from the one we
were on before. This $2 trillion in public spending will help provide much needed financial
assistance to individuals, families, and small businesses during uncertain and trying times.
While additional stimulus may be required down the road to help to get our economy chugging
again, the fact that the federal government has taken these initial steps and remains committed
to helping those in need should be encouraging to say the least.
If you would like to discuss your personal ﬁnancial situa/on, please do not hesitate to give our
oﬃce a call at (978) 624-3000. We would be happy to talk to you.
Stay well,

Andrew J.A. Nadeau, CFP®
Senior Financial Advisor
Andrew@stonehearthcapital.com
22

Analysis of U.S. Government response to the Coronavirus Pandemic. (2020, March 30). Retrieved April 6, 2020,
from h'ps://www.gran'hornton.com/-/media/content-page-ﬁles/tax/pdfs/CARES-act-analysis-1.ashx
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Footnotes and disclosures:
Stonehearth Capital Management, LLC is a Registered Investment Advisor. Registra:on does not imply a
certain level of skill or training.
Opinions, es*mates, forecasts and statements of ﬁnancial market trends that are based on current
market condi-ons cons%tute our judgment and are subject to change without no%ce.
This material is for informa/on purposes only and is not intended as an oﬀer or solicita/on with respect
to the purchase or sale of any security.
Inves&ng involves risk including the poten%al loss of principal. No investment strategy can guarantee a
proﬁt or protect against loss in periods of declining values.
Diversiﬁca*on cannot guarantee a proﬁt or protect against loss in a declining market.
Opinions expressed are not intended as investment advice or to predict future performance.
Past performance does not guarantee future results.
Consult your ﬁnancial professional before making any investment decision.
Opinions expressed are subject to change without no5ce and are not intended as investment advice or
to predict future performance.
All informa+on is believed to be from reliable sources; however, we make no representa+on as to its
completeness or accuracy. Please consult your ﬁnancial advisor for further informa7on.
These should not be construed as investment advice. Neither the named representa5ve nor the named
Broker dealer or Investment Advisor gives tax or legal advice. All informa7on is believed to be from
reliable sources; however, we make no representa6on as to its completeness or accuracy. Please consult
your ﬁnancial advisor for further informa4on.
By clicking on these links, you will leave our server, as they are located on another server. We have not
independently veriﬁed the informa2on available through this link. The link is provided to you as a ma5er
of interest. Please click on the links below to leave and proceed to the selected site.
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