
www.mzqconsulting.com 
443.948.6800

H.R. 748, the Coronavirus Aid, Relief, and Economic 
Security (CARES) Act became law today. This 
measure provides over $2 trillion in economic aid to 
American businesses and families to provide relief 
related to the COVID-19 pandemic. 

How the CARES Act Helps American Businesses

The new law provides direct assistance to companies 
large and small.  It is designed to help them stay 
afloat and encourage them to retain their workforce 
and pay for health benefits during the COVID-19 
economic crisis.  Key provisions are outlined below.

Employee Retention Credit
Businesses of any size that face disruption due 
to the coronavirus crisis may be eligible for a 
refundable tax credit to help them continue to pay 
employees. Qualifying employers will be able to be 
refunded for up to 50% of the cost of continuing 
payroll and benefits during the economic slow-
down.  The maximum refund amount will be $5,000 
per employee.

To qualify for this credit, the company must have 
experienced enough business disruption to trigger 
a revenue loss of at least 50% relative to the same 
quarter of the prior year. The credit will remain 
available until business revenue rises to at least 80% 
of what the business made in a comparable quarter 
of the prior year.

Deferral of Payroll Taxes
The CARES Act also provides businesses of all sizes, 
including self-employed individuals, with payroll tax 
relief. Under this arrangement, employers can elect 
not to make their 2020 payroll tax payments in 2020. 
If they take this option, they will be required to pay 
50% of any payments missed in 2021 and 50% in 
2022. 

Forgivable Loans for Employers with Fewer than 
500 Employees
Beyond the protections for all businesses, there are 
special protections geared at helping small and mid-
sized companies retain workers during these trying 
times.  The Paycheck Protection Program applies 
to companies with fewer than 500 employees. It 
creates an 8-week Small Business Administration 
(SBA) loan program for employers who maintain 
their payroll during this emergency.  The loan can be 
for up to 250% of the monthly payroll (maximum of 
$10 million).  To qualify, an employer must certify that 
they need to loan due to the COVID-19 crisis. The 
funding only applies to up to $100,000 annualized 
per employee (tips included).

Most notably, loan amounts may be forgiven for 
any portion of the loans used to cover payroll costs, 
interest on mortgage obligations, rent, and utilities. 
Among other things, qualifying for this forgiveness 
requires that employers not reduce employee pay by 
more than 25%. To make sure employers can access 
this program right away, the SBA must have it up 
and running within 15 days of the law’s enactment.  
Also, to help businesses that already have laid-off 
employees, the program is retroactive to February 
15, 2020, so companies can bring people back onto 
payrolls.

“Small Emergency Loans”
Another SBA loan program targets small and 
mid-sized businesses, including sole proprietors 
with emergency cash flow needs. The Emergency 
Economic Injury Disaster Loan program applies 
to companies with fewer than 500 employees, 
including sole proprietors. These entities can get an 
emergency loan of up to $10,000 within three days 
of application. These loans also have forgiveness 
provisions if they are used to fund payroll, paid sick
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leave, interest on mortgage obligations, rent, and 
utilities, or other debt.

How the CARES Act Helps American Citizens 
Directly

Recovery Rebates
The CARES Act provides direct economic assistance 
to individuals and families in several keyways.  First, 
it gives direct tax rebate payments to an estimated 
80 percent of Americans over the next few weeks.  
Each qualified adult will get $1,200 ($2,400 for 
married couples), and every eligible household will 
also get $500 per child.  Every person with an income 
of $75,000 and below ($150,000 for married couples) 
will get the full payment amount. The credit then 
begins to phase out and is capped at individuals 
with incomes above $99,000 and married couples 
with incomes above $198,000.

Pandemic Unemployment Insurance
Another way the law helps people directly is by 
expanding existing state-level unemployment 
insurance benefits for people who have lost their jobs 
or are furloughed due to COVID-19 related events. It 
provides people an additional $600 a week beyond 
their existing state-level benefits through the end 
of July.  People who need it can also get an extra 
13 weeks of benefits beyond what states typically 
allow. Additionally, unemployment is expanded to 
people who may not usually be eligible for state-
based unemployment programs, like self-employed 
people, independent contractors, and workers laid 
off from churches and religious institutions.  

Retirement Plans and Student Loans
The CARES Act also makes it easier for people to 
manage qualified retirement funds and provides 
student loan relief during this period of economic 
upheaval.  People can make qualified retirement 
account withdrawals of up to $100,000 without 
penalty and then have up to three years to repay 

their account. In addition, it raises the maximum 
amount of qualified retirement account loans from 
$50,000 to $100,000.  Plus, it suspends minimum 
retirement account distribution requirements for 
older Americans for all of 2020. Finally, federally 
owned student loan payments may be deferred for 
six months, through September 30, 2020.

How the CARES Act Addresses Healthcare

Changes to Medical Plan Rules
The new law protects health plan participants by 
allowing qualified high-deductible health plans 
(HDHPs) paired with health savings accounts (HSAs) 
to cover telehealth services with no cost-sharing 
during plan years beginning on or before December 
31, 2021.  It also allows people with tax-favored 
health care accounts, like HSAs and FSAs, to use 
those accounts to buy over-the-counter medicines 
tax-free without a prescription.  Regarding the 
COVID-19 diagnostic testing coverage mandate, the 
law stipulates that all health plans must cover any 
COVID-19 test, including newly developed tests, and 
ensures that health plans will be able to reimburse 
for the cost of such tests at a fair market rate.

Finally, the measure includes significant funding to 
expand telehealth services and provides over $140 
billion in appropriations to support the U.S. health 
system. The bulk of the funding will go to support 
hospitals directly ($100 billion), and $16 billion will 
bolster the national strategic stockpile of personal 
protective equipment, ventilators, and other 
medical supplies. It also includes additional health 
investments like accelerated Medicare payments, 
increased healthcare workforce support, and CDC 
funding. 

MZQ Consulting will continue to monitor the 
COVID-19 pandemic and related legislation and 
update you as appropriate. 

MZQ Consulting, LLC is not a law firm and cannot dispense legal advice.  Anything contained in this communication is not and 
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