
Important Information About the CARES Act

A look at some key provisions affecting employer-sponsored retirement plans, and general guidance on the
rules for these issues.
In response to COVID-19,President Trump signed the Coronavirus Aid, Relief, and Economic
Security (CARES) Act (https://www.congress.gov/bill/116th-congress/senate-bill/3548/text?q={) into
law on March 27. The Act contains several important provisions affecting employer-sponsored
retirement plans, including some that specifically address nonprofit organizations and could impact
decision-making on whether to furlough or lay off workers.

As you review the various relief programs being offered to small and mid-sized employers, be
mindful that some of the benefits are contingent on the business operating during this time with
most or all of its pre-crisis staffing levels.

For complete details about the following provisions and other sections relevant to retirement plans,
you can view the full text of the CARES Act here (https://www.congress.gov/bill/116th-
congress/senate-bill/3548/text?q={) or by visiting congress.gov (https://www.congress.gov/).

Paycheck Protection Program

The Paycheck Protection Program (PPP) is a new program managed by the Small Business Administration, under which small businesses,
nonprofits and other entities with fewer than 500 employees can receive an SBA-guaranteed loan of up to $10 million, determined by eight weeks of
prior average payroll plus an additional 25% of that amount. Under the program, loan payments will be deferred for six months. If the borrower uses
the funds for certain purposes (described below), the full amount of the loan may be forgiven, essentially converting the loan into a federal grant.

Borrowers under the PPP must meet additional requirements, including that they must not receive duplicative funds for the same uses from another
SBA program, and must make a good-faith certification that the loan is necessary due to economic uncertainty caused by COVID-19. Additional
guidance is expected to be posted on the SBA website soon. If you are interested in applying for a PPP loan, a list of eligible lenders is available at
www.sba.gov (https://www.sba.gov/).

Paycheck Protection Program Loan Forgiveness

This provision establishes that the borrower of a loan under the PPP is eligible for loan forgiveness. The amount will be equal to what the borrower
spends on payroll costs during an eight-week period after the origination date of the loan.

Payroll costs include:

salary, wages, commissions or similar compensation;
payment of cash tips or an equivalent;
payment for vacation or parental, family or sick leave;
allowances for dismissal or separation;
payments for group healthcare benefits, including insurance premiums;
payment of retirement benefits;
payment of state and local taxes assessed on employee compensation; and
payments to sole proprietors or independent contractors that are compensation of not more than $100,000 in one year, prorated for the Covered
Period.

Payroll costs do not include:

compensation of an individual employee in excess of an annual salary of $100,000, prorated for the Covered Period;
Internal Revenue Code Chapters 21, 22 and 24 taxes paid or withheld during the Covered Period;
compensation of an employee whose principal place of residence is outside the United States; and
qualified sick or family leave wages for which a credit is available under the Families First Coronavirus Response Act.

The amount of the loan forgiveness will be reduced proportionally by any reduction in employees retained compared to the prior year and reduced by
the reduction in pay of any employee beyond 25 percent of their prior-year compensation. The reduction in forgiveness can be eliminated by rehiring
workers who were already laid off by June 30, 2020.

Emergency EIDL Grants

Eligibility for access to Economic Injury Disaster Loans (EIDL) has been expanded to include tribal businesses, cooperatives and ESOPs with fewer
than 500 employees, or any individual operating as a sole proprietor or an independent contractor, during the covered period (January 31, 2020, to
December 31, 2020). Private nonprofits are also eligible for both grants and EIDLs. A borrower who has an existing EIDL loan unrelated to COVID-19
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can apply for a PPP loan, with an option to refinance that loan into the PPP loan. An Emergency Grant is now available to allow an eligible entity who
has applied for an EIDL loan due to COVID-19 to request an advance on that loan, of not more than $10,000, which the SBA must distribute within
three days. The emergency EIDL grant award of up to $10,000 would be subtracted from the amount forgiven under the PPP. Organizations wishing
to apply for an EIDL can do so at sba.gov (https://www.sba.gov/).

Direct Lending from the Federal Reserve

The Treasury Department will seek to establish a special program for direct lending from the Federal Reserve (Fed) to nonprofit organizations. Funds
from the Fed must be used to retain at least 90% of an organization's workforce with full compensation and benefits through September 30, 2020.
Organizations using funds from the Fed must not outsource jobs for the term of the loan plus two years, must not repeal any existing collective
bargaining agreement and must remain neutral with respect to union activities.

Furloughed and Laid-Off Employees

There are some important distinctions for employers to keep in mind regarding employees who are furloughed and those who are laid off. If an
organization decides to apply for direct lending from the SBA or Federal Reserve, the maintenance of workforce provisions would apply, and the
organization would need to bring furloughed workers back on pay. Until that happens, furloughed employees are still active participants for retirement
plan purposes, so they cannot take a termination distribution. However, they can take a hardship withdrawal if they meet the plan’s requirements; a
participant loan; or potentially, an in-service distribution. Laid-off participants can take a full distribution from their retirement plan, but are subject to a
10% penalty if they are younger than 55, unless they are a “qualified individual” as defined by the CARES Act.

Partial Plan Terminations

The Internal Revenue Service defines a partial plan termination as a situation in which more than 20% of plan participants are laid off in a particular
year. Partial plan terminations can be costly for employers. It's important to remember that the plan does not cease to exist. For the remaining
participants, the plan continues as an ongoing plan; must continue to comply with qualification rules; and, if covered by ERISA, must file Form 5500s
and adhere to ERISA's fiduciary rules. The law also requires all affected employees to be fully vested in their account balance as of the date of partial
(or full) plan termination. Employers who may not be sure if a partial termination has occurred, and do not want to risk litigation or plan audit, may
request a ruling from the IRS.

For additional insights on qualified individual distributions, required minimum distribution suspensions for employees and more, please read What
You Should Know About the CARES Act (https://www.mutualofamerica.com/articles/whatsnew/1/950) at mutualofamerica.com
(https://www.mutualofamerica.com/).

Please contact your local Mutual of America representative (https://www.mutualofamerica.com/regionaloffices) with any questions you may have.
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