The CARES Act:
What's in it for you
The Coronavirus Aid Relief and Economic
Security (CARES) Act of 2020 was passed by
Congress on Friday (3/27) and signed by
President Trump shortly after.

The CARES Act was put into place to help
relieve some of the financial burden that is
placed on Americans families and businesses
during this time.

As COVID-19 quickly spread throughout the
US, the economic brakes were pulled and
sent many businesses to a sudden halt. With
much of the US told to stay home except for
essential activities, businesses had to adapt
to new revenue streams or cut expenses to
stay afloat. As such, unemployment claims
skyrocketed to 6 times the highest amount
on record.

There is A LOT of information in this almost
900-page bill. The following are some of the
highlights that will apply to most people /
businesses, but does not include some of the
ins-and-outs of the more granular details (in
fact - there are likely many details that are not
specifically included in the bill that we will find
out later).

Tax Credit Relief Payments
First, one of the most notable parts of the bill: Americans will be receiving payments directly
from the Federal Government. Technically this will be a tax credit against your 2020 taxes,
but they will "front" you the money (or part of it) now (whenever they get to it - the exact
date isn't know).
Generally, each adult will receive $1,200 and for each child under 17 in your household you
will receive an additional $500. However, these numbers are "phased-out" based on your 2020
income. How does the government know what your 2020 income will be? They don't. So, when
they send the payment to you, it will be based on the last return that you filed (year 2018 or
2019). Then, when you file your 2020 taxes, the payment would be made whole (or you would
need to pay back part of the credit you did not deserve).
The $1,200 credit starts to be reduced if your Adjusted Gross Income (AGI) is above
$75,000 if you file as Single, and $150,000 if you file Married Jointly.
Here are two examples on how this might play out:

The Simple Case:

The More Complex Case:

Jim and Pam have 2 kids (a 10-year old and
an 8-year old). They have filed their 2019
taxes and had an Adjusted gross income of
$100,000. When the government sends out
the rebate in the coming months, they will be
receiving $3,400 ($1,200 per adult and $500
per kid - with no reductions because their
most recent AGI was below the $150,000
threshold). As long as their AGI stays below
$150,000 in 2020, they will not owe back
any of the credit when they file their
taxes.

Dwight is single and a small business owner (a
beet farmer). He started his business in 2019
and has not filed his taxes for that year yet. In
2018 he was still working for his old employer
and had a salary (and AGI) of $100,000. His
business took a substantial hit with the
coronavirus pandemic and he had to close his
doors, however, since the last taxes he filed for
was 2018 (when he had a high income), he
does not qualify UPFRONT for any credit
(the credit for single filers without kids is
completely phased out by $100,000). Even
though he will not receive money when the
government sends out the payments, if Dwight
made less than $75,000 in 2020, then when he
files his taxes he will receive the full $1,200
credit against his taxes.

It is also worth noting, that if you've had or adopted a kid since the last time that you've filed
your taxes, then you would not receive payment for that upfront, but you would receive a credit
for that when you file your 2020 taxes claiming your child.
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Retirement Account
Distributions
Penalty Free Distributions
The CARES Act will allow some individuals to take money out of their retirement accounts
without being hit by the typical 10% penalty that applies if you withdraw money before
turning 59 and 1/2.
You qualify to take money out of your account of you:
• Have been diagnosed with COVID-19
• Have a spouse or dependent diagnosed with COVID-19
• Have been furloughed, laid off, or reduced hours because of COVID-19
• Are unable to work because of childcare as a result of COVID-19
• Own a business that closed or reduced hours because of COVID-19
•Or, meet some other reason that the IRS decides it is OK.
If you are planning to remove money from your retirement account during this time, it would be
wise to work with a financial advisor or tax advisor because there are some smaller details that
could impact your tax situation.
Without getting into the details, you will be exempt from the 10% penalty, but you will have to
pay income tax on what you withdraw. Unless you put the money back within the next 3
years. You are also able to spread the income (from a tax perspective) over 3 years.

Requirement Minimum Distributions
RMDs are waived in 2020. Fairly straightforward: If you are over 70 and 1/2 you do not need to
take an RMD in 2020. You can keep the money in your IRA / 401k / etc. and draw from other
sources if you need to.
If you have already taken an RMD, you are allowed to return the money back into your account
if you would like. However executing and reporting this may be a little more complex than
expected. Your plan administer or financial planner should be able to help you with your
options.
On a side note: Beneficiaries of Inherited IRAs that have already taken their RMD for the year
do not have an option for putting the money back, but a financial planner may be able to help
get that money into a tax advantaged account through other means.

Flourish-FP.com

(817) 799-7699

Student Loans
Payments for student loans are able to be suspended until September 30th, 2020. During
this time, interest will not accrue on the loans. For most individuals this is a short-term relief. If
you choose to suspend your payments and pick them back up in October, you will owe the same
amount over the course of your loan you will just have a short break.
However, there are some individuals who can really benefit from this. If you are working toward
Public Service Loan Forgiveness (PSLF), the months during this time period (assuming you are
still employed with a qualified employer for PSLF) will count towards your 120 qualifying
monthly payments. Thus, the balance of your loan will still be forgiven at the time you
originally planned for it to be. So, if you have a larger balance at that time (from not making
payments during these 6 months), you will have more of your loan forgiven.
Another thing to consider, for Non-PSFL borrowers, any payments that you make during this
time-frame go towards principal only (not principal and interest as most payments), so if you can
continue to make payments, you a may be able to pay down your debt more quickly and with
less interest if you continue to pay.
Student loans are complex, there are many different payment plans and forgiveness options
that you have to choose from. In our financial plans (either on-going or one time financial plans),
we do student loan analysis, to make sure you're in the right payment programs to pay the least
amount possible over the life of your loan. Feel free to contact us if you'd be interested in
learning more about our one time plans or on-going planning. Our first call is always free...

Charitable Giving
There is a way to deduct charitable giving on your tax return. Currently, charitable giving is
deductible if you are able to itemize your deductions instead of using the standard deduction.
With the standard deduction increasing to $24,000ish for married filers, many people were not
able to deduct their charitable giving anymore.
Now, you are able to deduct $300 of charitable giving even if you take the standard
deduction. A couple of rules: your deduction must be made in cash and it does not count if your
contribution is used to fund a donor advised fund.
This is "small" good news. If you are in the 24% tax bracket, then a "Full" use of this deduction
would only equate to $72 off your tax bill.
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Expanded Unemployment
There were lots of updates to unemployment benefits - which is ultimately ran on the state level.
My assumption is that each state may have minor tweaks, but here are some of the updates
from the Federal level.
Typically, self-employed individuals are not eligible for unemployment benefits. Under
"Pandemic Unemployment Assistance" self-employed individuals are eligible for 39 weeks of
benefits.
Typically, you have to wait a week before unemployment benefits kick in. Temporarily, the
government will pay for this first week of unemployment benefits. Unemployment benefits
have a new upper limit. It used to be around $400 (depending on the state), and it has been
increased to $600.
Also, unemployment benefits have been extended by 13 weeks.

This wraps up some of the high points for individuals for this bill. There
are also several benefits for small business owners that we will
cover in the next section.
Have questions about this bill? We'd love to hear them and answer them
to the best of our ability. Much of how this all will be executed is still be
developed. Send us a question at hello@flourish-fp.com .
As you likely know, we are a tax-focused, fee-only, financial planning
firm. We don't have products to sell to you, we are only paid on our
advice, and we work will all types of families regards of their asset-level.
If you would like to see what it would be like to work together on a onetime financial plan, on-going planning, or investment management, give
us a call, or schedule a time to talk on our website. We'd be happy to
help.

Small Business Owners
Continue Below
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Forgivable Loans
As the Tax-credit Relief Payments are the big ticket item on the personal side of the CARES Act,
Forgivable Loans are the big ticket item on the business side of things.
As with most of the personal side of the CARES Act, we don't know exactly how these items will
be executed, but here is what we do know.
Small businesses will be eligible for a Small Business Administration Loan SBA 7(a). The loan is
limited to the lesser of $10mm or 2.5 times the average monthly payroll costs of the
business in the previous year.
The loan would have a maximum interest rate of 4%, and the loan can be used to pay:
Payroll Costs
Group health insurance premiums
Salaries and Commissions
Rent
Mortgage
Utilities
Or other business interest incurred prior to Feb 15, 2020
The most beneficial feature of the loan is that all or part of it is able to be forgiven. The amount
eligible to be forgiven is the amount spent during the first 8 weeks after the loan is made,
on:
Payroll costs (up to $100,000 per employee)
Rent pursuant to a lease in force before Feb 15, 2020
Electricity, gas, water, transportation, telephone, or internet access expenses for services
which began before Feb 15, 2020
Group health insurance premiums and other healthcare costs
In order to get the forgiveness, the business must maintain the same number of employees
from Feb 15th through June 30th as it did during the same period in 2019 or from January 1,
2020 through Feb 15th. Forgiveness will be reduced proportionally to the reduction in staff.
There is also a reduction for compensation cuts for more than 25% compared to the previous
quarter.
Payments on the loan will be deferred at least 6 months from the date of the loan.
You can check with your bank or the SBA for more details on these loans.
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Payroll Tax Credit
This is a payroll tax credit for companies
that have suspended all of part of their
business as a result of government
authority, or in which revenue in 2020 has
less than 50% of the revenue from the
same quarter in 2019.

Deferral of
Payroll Taxes
Employers are eligible to defer payroll taxes
from through 2020 until the end of 2021
and 2022. This relief also applies to 50% of
self employment taxes. In each case 50% of
the taxes would be due December 31, 2021
and the remaining would be due December
31, 2022.

In general, the credit is equal to 50% of
the wages paid to each employee up to a
maximum of $10,000 per employee.

Flourish-FP.com

(817) 799-7699

