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July 8, 2020 
 

Financial Relief Under the CARES Act 
How stimulus provisions may impact on your bottom line 
 
You may be among a large group of Americans facing financial challenges these days given the 
economic consequences of the COVID-19 pandemic.  

 
The CARES (Coronavirus Aid, Relief and Economic Security) Act, is far-reaching. It provides a variety 
of ways to help your financial position in a period where the economy is dealing with a wide range of 
unprecedented challenges.  
 
Here are some of the highlights of the stimulus package that might have an impact on your bottom line. 
 
“Recovery Rebates” of up to $1,200 per person 
You may qualify to receive a one-time payment of $1,200 ($2,300 for married couples filing jointly) from 
the federal government. This is the amount that will be received by most who earned $75,000 or less 
as a single tax filer, or $150,000 or less for married couples that file a joint return. Families also receive 
$500 for each child under age 17.   
 
Those with adjusted gross incomes (AGI) above the thresholds stated above will receive a lesser 
amount based on their income. Single filers with incomes above $99,000 or married couples with 
combined incomes of more than $198,000 will not qualify for the rebate. However, if your past income 
exceeded those thresholds but your 2020 income has been affected by the current downturn, you may 
qualify for a tax rebate when you file your 2020 tax return next year, or possibly sooner. 
 
Social Security recipients who meet the income qualifications will receive the recovery rebate. Under 
terms of the stimulus package, most high school seniors and college students don’t qualify for recovery 
rebates. 
 
Provisions for those with IRAs and workplace savings plan 
 
More flexibility to take money from IRAs, 401(k) and 403(b) plans 
Under the CARES Act, a qualified individual can withdraw up to $100,000 from any combination of 
IRAs and/or employer-sponsored plans in 2020. The financial need to claim these distributions must be 
justifiably related to the COVID-19 outbreak. If qualifying requirements are met, the 10 percent penalty 
that typically applies to such distributions for those not yet age 59 1/2 is waived in these circumstances. 
 
You can qualify for a distribution under these rules if you have experienced adverse financial 
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consequences as a result of: 

• You, spouse, dependent or household member* diagnosed with or quarantined for COVID-19 
through a test approved by the Centers for Disease Control (CDC) 

• You, spouse or household member being quarantined, furloughed, laid off or having work hours 
reduced because of COVID-19  

• You, spouse or household member unable to work because you lack childcare resources due to 
COVID-19  

• You, spouse or household member having a reduction in pay (or self-employment income), a job 
offer rescinded or the start date for a job delayed due to COVID-19 

• Own a business that has closed or operated under reduced hours because of COVID-19  
• Meet some other reason that is deemed permissible by the IRS 
 
*A household member is someone who shares your principal residence. 
 
One major benefit of this provision is that taxes on the amount you withdraw in 2020 can be spread out 
over three years. For example, if you take a $60,000 distribution this year, you will only pay taxes due 
on $20,000 of that distribution in 2020. The rest is spread out over 2021 and 2022. More important, the 
tax liability can be eliminated. Taxes will not apply on any funds you withdraw this year that are paid 
back to your retirement accounts within three years of when you first distributed those dollars. Even if 
you paid a portion of the taxes on your 2020 or subsequent returns, you can file amended returns to 
claim a tax refund on the portion of the distribution that was repaid. 
 
Enhanced provisions for 401(k) loans 
The maximum amount you can borrow from a 401(k) plan has been raised from $50,000 to $100,000. 
While in the past you were limited to borrowing no more than 50 percent of your vested value in the 
workplace plan, now you can borrow as much 100 percent of that value up to $100,000. In addition, 
any loan payments that were due between March 27 and December 31, 2020 are delayed. The 
maximum five-year repayment period is extended accordingly. Note that it is not possible to borrow 
from your IRA. 
 
Please consider that when using retirement account assets to meet current expenses, it could 
potentially impact the level of financial security you achieve in retirement. However, if financial 
circumstances have become difficult, your retirement accounts are a source of cash flow to meet 
current needs. Given the elimination of the 10 percent penalty and the potential to ultimately avoid tax 
liability, it may be a good option, particularly if you intend to pay the money back into your retirement 
accounts within three years. Be sure to contact your employer to see what options are available in your 
workplace plan. 
 
A waiver of Required Minimum Distributions (RMDs) for 2020 
The CARES Act has waived RMDs for 2020, whether for account owners or beneficiaries who inherited 
a retirement account. The waiver eliminates the need to make a withdrawal from an account that may 
be temporarily depressed in value due to recent stock market declines. If you already took your RMD 
for 2020, you may have the ability to pay it back.  
 
The 60-day rollover period for RMDs already taken in 2020 has been extended to August 31, 2020. 
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This means you can roll back unwanted RMDs taken on January 1, 2020 and after. This provision is 
available for account holders and inherited IRA beneficiaries. Additionally, the restriction for RMDs 
already taken from an inherited IRA has been eliminated. These RMDs are also not subject to the one 
per 12-month rollover limitation. 
 
Extension on federal tax filing and 2019 IRA contributions 
The IRS has extended the standard federal deadline to file your 2019 income tax return to July 15 
(instead of April 15). Because of that, you also have until July 15 to make contributions to your IRA 
for 2019. The individual total contribution limit to IRAs for 2019 is $6,000 ($7,000 for those age 50 
or older) or 100 percent of your taxable compensation for 2019, whichever is less. In terms of filing 
the taxes, please note that not all states have adopted the same extension deadline, so consult 
with a tax professional for your particular state. 

Expanded Unemployment Benefits 
If you have filed to collect unemployment benefits, the federal government will add $600 to your weekly 
benefit for up to four months. If your state requires that you wait one week before collecting 
unemployment benefits, the federal government will replace the state benefits you lost in that week. 
The CARES Act allows those who have exhausted their unemployment benefits to can claim benefits 
for another 13 weeks. 
 
One other notable aspect of the Act is that unemployment benefits are made available to many self-
employed individuals. This group, which typically doesn’t qualify for unemployment benefits, is 
considered eligible for up to 39 weeks of coverage. 
 
 
Help for Businesses 
 
Paycheck Protection Program for Small Businesses 
The Paycheck Protection Program is a federal loan program that can help eligible small and 
medium-sized businesses impacted by the coronavirus. The loan is an SBA 7(a) loan and can 
assist with covering costs related to payroll (including healthcare), mortgage/debt interest, rent, 
utilities and more. 
 
The SBA is no longer accepting new loan applications for PPP. Visit U.S. Bank Paycheck 
Protection Program for the most up-to-date information. 
 
Payroll Tax Deferral/Credit for Businesses 
Payroll taxes due from employers can be deferred throughout 2020. Fifty percent of that total must be 
paid by December 31, 2021 and the remainder by December 31, 2022. This payroll tax deferral also 
applies to self-employed individuals, who may defer 50 percent of the self-employment taxes due in 
2020. Repayment of 50 percent must occur by the end of 2021 and the remainder by the end of 2022. 
 
There is also an employee retention credit for businesses that are at least partially suspended due to 
government restriction. There is some complexity in determining if a business qualifies and what the 

https://www.usbank.com/business-banking/business-lending/sba-loans/paycheck-protection-program.html
https://www.usbank.com/business-banking/business-lending/sba-loans/paycheck-protection-program.html
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credit will be, so be sure to consult a tax professional. 
 
 
Relief for Student Loan Borrowers 
All student loan payments are deferred until September 30, 2020. The borrower is required to notify the 
loan provider of the intention to pause payments as provided under the CARES Act. Additional benefits 
exist for borrowers and grant recipients. Check with your loan provider or school for more information. 
 
 
Rules Related to Tax-Deductible Charitable Contributions 
The vast majority of tax filers choose a standard deduction rather than the option of itemizing 
deductions. However, this means that for most people, charitable contributions are no longer 
deductible. In 2020, those choosing to file taxes using standard deductions will be able to claim a 
maximum deduction of $300 for qualifying charitable contributions. These “above the line” deductions 
must be made in cash. The tax savings is limited, but it’s a way to reduce your overall tax liability for 
2020. 
 
For those who do itemize deductions on their 2020 return, the CARES Act eliminates rules that 
limited your qualified charitable contributions to no more than 60 percent of your Adjusted Gross 
Income (AGI). In 2020, you can deduct charitable contributions equal to as much as 100 percent of 
AGI. Consult your tax advisor for details and specific rules about what constitutes qualified 
contributions. 
 
Similarly, for corporations, the limits on qualified charitable contributions has been increased from 
10 percent currently to 25 percent of modified taxable income for 2020. 
 
Donations to donor advised funds, supporting organizations or certain private foundations do not 
qualify. 
 
 
Make smart choices for today and the long run 
It’s a good idea to talk to your financial professional and tax advisor to find out how the CARES Act 
may affect you. You’ll want to carefully assess your options before deciding if and how to take 
advantage of the opportunities available to meet your current financial needs. Choices you make 
should be consistent with the intent of keeping your long-term financial plan on track.  
 
 

https://financialiq.usbank.com/index/invest-your-money/tax-strategies/should-i-itemize-my-taxes.html
https://financialiq.usbank.com/index/invest-your-money/tax-strategies/should-i-itemize-my-taxes.html
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This informational material is provided by U.S. Bank Wealth Management which provides analysis and research to 
its affiliate U.S. Bancorp Investments. Contact your wealth professional for more details. 

This information represents the opinion of U.S. Bank Wealth Management. This commentary was prepared on April 
3, 2020 and the information may be subject to change at any time. The factual information provided has been 
obtained from sources believed to be reliable but is not guaranteed as to accuracy or completeness. The views are 
subject to change at any time based on market or other conditions and are current as of the date indicated on the 
materials. This is not intended to be a forecast of future events or guarantee of future results. It is not intended to 
provide specific advice or to be construed as an offering of securities or recommendation to invest. Not for use as a 
primary basis of investment decisions. Not to be construed to meet the needs of any particular investor. Not a 
representation or solicitation or an offer to sell/buy any security. Investors should consult with their investment 
professional for advice concerning their particular situation. The factual information provided has been obtained from 
sources believed to be reliable, but is not guaranteed as to accuracy or completeness. U.S. Bank is not affiliated or 
associated with any organizations mentioned. 

Based on our strategic approach to creating diversified portfolios, guidelines are in place concerning the 
construction of portfolios and how investments should be allocated to specific asset classes based on client goals, 
objectives and tolerance for risk. Not all recommended asset classes will be suitable for every portfolio. 
Diversification and asset allocation do not guarantee returns or protect against losses. 

Past performance is no guarantee of future results. All performance data, while obtained from sources deemed to be 
reliable, are not guaranteed for accuracy. Indexes shown are unmanaged and are not available for direct 
investment. The S&P 500 Index consists of 500 widely traded stocks that are considered to represent the 
performance of the U.S. stock market in general. 

Equity securities are subject to stock market fluctuations that occur in response to economic and business 
developments. International investing involves special risks, including foreign taxation, currency risks, risks 
associated with possible differences in financial standards and other risks associated with future political and 
economic developments. Investing in emerging markets may involve greater risks than investing in more developed 
countries. In addition, concentration of investments in a single region may result in greater volatility. Investing in 
fixed income securities are subject to various risks, including changes in interest rates, credit quality, market 
valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. 
Investment in debt securities typically decrease in value when interest rates rise. This risk is usually greater for 
longer-term debt securities. Investments in lower-rated and non-rated securities present a greater risk of loss to 
principal and interest than higher-rated securities. Investments in high yield bonds offer the potential for high current 
income and attractive total return, but involve certain risks. Changes in economic conditions or other circumstances 
may adversely affect a bond issuer's ability to make principal and interest payments. The municipal bond market is 
volatile and can be significantly affected by adverse tax, legislative or political changes and the financial condition of 
the issues of municipal securities. Interest rate increases can cause the price of a bond to decrease. Income on 
municipal bonds is free from federal taxes, but may be subject to the federal alternative minimum tax (AMT), state 
and local taxes. There are special risks associated with investments in real assets such as commodities and real 
estate securities. For commodities, risks may include market price fluctuations, regulatory changes, interest rate 
changes, credit risk, economic changes and the impact of adverse political or financial factors. Investments in real 
estate securities can be subject to fluctuations in the value of the underlying properties, the effect of economic 
conditions on real estate values, changes in interest rates and risks related to renting properties (such as rental 
defaults). 

U.S. Bank and its representatives do not provide tax or legal advice. Your tax and financial situation is unique. You 
should consult your tax and/or legal advisor for advice and information concerning your particular situation. 
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