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 A. Stimulus Payments 

American Rescue Plan Act of 2021 
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Summary:  This article outlines some of the provisions to The 2021 American 

Rescue Plan Act (ARPA) that directly impact individuals and families: And those that directly impact businesses: 

1A) Stimulus Payments 2A) Employee Retention Credit 

1B) Unemployment Benefits 2B) Emergency Sick and Family Leave 

1C) Child and Dependent Care Tax Credit 2C) Paycheck Protection Program 

1D) Child Tax Credit 2D) Economic Injury Loans 

1E) Earned Income Tax Credit 2E) Restaurant Revitalization 

1F) Student Loan Debt 2F) Shuttered Venues 

1G) COBRA Relief 

The American Rescue Plan Act (ARPA) is a $1.9 trillion emergency 

relief stimulus package that was signed into law on March 11,  

2021. It is the fifth legislative action taken in response to the  

COVID-19 pandemic, behind other stimulus acts such as the  

CARES Act and the Families First Acts. In all, $850 billion is set  

for individuals and $65 billion is directed to businesses.  Most of  

the provisions are pandemic-oriented and therefore temporary. 
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1)  Some of the provisions that directly impact individuals  
and families are summarized below.  

ARPA authorizes refundable income tax credit in the form 

of a third round of stimulus checks for $1,400 for eligible 

taxpayers, based on 2019 tax returns filed (or 2020 if filed 

already). Married couples will receive $2,800 and parents 

and guardians will receive an additional $1,400 for each 

dependent regardless of the dependent’s age. The IRS 

began sending out payments as early as March 17. 

Eligibility begins to phase out at income levels depending 

upon your filing status and is fully eliminated at certain 

thresholds. High income earners, dependents, people 

without a Social Security number, and nonresident aliens 

will not receive a stimulus check. 

Tax fling status 
Income at 

phase-out start 
Income at complete 

elimination 

Single $75,000 $80,000 

Head of household $112,500 $120,000 

Married fling jointly $150,000 $160,000 

B. Unemployment Benefits 
The Coronavirus Aid, Relief and Economic Security 

Act of March 2020 (CARES) provided unemployment 

benefits of $600 through July 2020. The Consolidated 

Appropriations Act (CAA) enacted in December 2020 

extended unemployment benefits to more people but 

reduced the amount to $300 until March 14. ARPA 

continues the enhanced unemployment benefits of 

$300 weekly in addition to normal unemployment 

compensation until September 6, 2021 and includes 

independent contractors and part-time workers. The law 

provides for 53 weeks of federal unemployment benefits 

after state benefits end, up from 24 weeks. 

The first $10,200 in unemployment benefits are nontaxable 

for households with an income threshold up to $150,000. 
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 C. Child and Dependent Care Tax Credit 

 D. Child Tax Credit 

Childcare has always been a high expense for parents, 

but the pandemic made affordable and accessible 

childcare even more of a challenge. ARPA expands the 

child and dependent care tax credit for one year. If in 

2020, your child was younger than age 13, you could 

receive a 20%-35% non-refundable credit for up to 

$3,000 in child-care expenses for one child and $6,000 

for two or more children. ARPA enhances this credit by 

making it refundable, meaning you will receive a refund 

if the credit exceeds the amount of tax you owe. ARPA 

also increases the percentages to 35%-50% for 2021 

and increases the amount of the credit to $8,000 for one 

child and $16,000 for two or more children. The credit 

phases out for families earning greater than $125,000 

annually, however it doesn’t fully phase out until the 

family earns more than $500,000. 

In 2020, the child tax credit was $2,000 per child age 

16 or younger and phased out as income exceeded 

$200,000 for single taxpayers and $400,000 for joint 

filers. 

ARPA temporarily expands the credit for the 2021 year 

only by making it fully refundable and increasing the 

amount to $3,000 for children age 6 to 17 and $3,600 

for children 5 and younger. To qualify, you must be 

able to claim the child as a dependent, meaning the 

child lived with you at least six months during the year 

and is a U.S. citizen or resident. Half of this credit will 

be received early as monthly payments from July to 

December, and the remainder can be claimed on the 

2021 income tax return filed next year. Look for there to 

be administrative hurdles as an already burdened and 

understaffed IRS is now tasked with making monthly 

payments to citizens – something it does not typically do. 

The increases of $1,000 and $1,600 respectively, 

phase out for higher income earning families, starting 

at $75,000 for single filers, $112,500 for head of 

household filers and $150,000 for married filing jointly 

filers. The remaining $2,000 phases out according to 

the old levels for taxpayers at $200,000 adjusted gross 

income ($400,000 for married filing jointly). The level of 

investment income that would disqualify a taxpayer from 

receiving the credit has been increased from $3,650 to 

$10,000 in 2021 and indexed for inflation in future years. 

E. Earned Income Tax Credit (EITC) 
ARPA expands the EITC for childless workers by lowering 

the minimum age to 19 from 25 and allows older citizens 

to claim the credit by eliminating the maximum age limit 

of 65. The maximum credit is increased from $543 to 

$1,502 for 2021. 

F. Student Loan Debt 
Generally, when you have debt that is forgiven, you must 

recognize the forgiven amount as cancelation of indebtedness 

income on your income tax return. ARPA provides a temporary 

exception to the cancelation of indebtedness rule for 

student loans. From 2021 to 2025, any student debt that 

is canceled or forgiven under a student loan forgiveness 

program does not have to be recognized as income. 

G. COBRA Relief 
Individuals who lost their job and qualify for health insurance 

under the federal COBRA continuation program may have their 

entire COBRA premium paid by the federal government for 

health insurance from April 1, 2021 to September 30, 2021. 

2) Provisions that benefit businesses are summarized 

A. Employee Retention Credit (ERC) 
The Employee Retention Credit under the CAA was set to 

expire on July 1st. The credit is now extended through to the 

end of 2021 for employers affected by the pandemic. The ERC 

is increased to 70% of qualified wages up to a quarterly cap. 

New or startup businesses, established after Feb. 15, 2020, 

with annual gross receipts of $1 million or less and that do not 

meet the ERC eligibility tests, will also be eligible for the ERC. 

Startup ERC is capped at $50,000 per quarter, per employer, 

and the credit will be computed under regular ERC rules. 

A new category was also added for “severely financially 

distressed employers,” or those that experienced a gross 

receipts reduction of more than 90 percent as compared 

to the same quarter in 2019. Such defined employers 

may treat all wages paid to employees as qualified 

wages, regardless of the number of full-time employees. 

B. Emergency Sick and Family Leave 
Employer tax credits for providing emergency sick and family 

leave created in the Families First Coronavirus Response 

Act (FFCRA) are extended through September 30, 2021, 

(continued) 
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 C. Paycheck Protection Program 

including adding additional reasons for providing the 

leave including employees who are: 

(i) obtaining an immunization for COVID-19 or recovering 

from any injury, disability, illness or condition related 

to that immunization; or 

(ii) seeking or awaiting the results of a diagnostic test 

for, or a medical diagnosis of, COVID-19, when such 

employee has been exposed to COVID-19 or the 

employer has requested such test or diagnosis. 

For compensation paid between April 1, 2021, and Sept. 

30, 2021, eligible wages are increased to $12,000 

per employee (up from $10,000 in 2020) and up to 60 

days of paid family leave is covered for self-employed 

individuals (up from 50 days under previous law). 

For employees who previously took 10 days of 

emergency paid sick leave under the FFCRA, ARPA 

enables an employer to provide such employees with an 

additional 10 days of leave. 

$7.25 billion has been added to the Paycheck Protection 

Program (PPP). The access standards were loosened for 

nonprofit entities, digital media companies, sole proprietors, 

independent contractors, and self-employed individuals. 

Eligible nonprofits now include those employing 500 or fewer 

per physical location (300 or fewer per physical location 

for second PPP loans) and must meet other standards. 

D. Economic Injury Loans 
$15 billion has been added in Economic Injury Disaster 

Loan (EIDL) funding. Small businesses that are eligible 

can receive economic injury disaster loan advances from 

the Small Business Administration (SBA). The advances 
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are not considered taxable income. One-third of the 

funding is allocated for businesses that had a revenue 

loss of greater than 50 percent and are located in low 

income census tract areas and employ 10 or fewer people. 

E. Restaurant Revitalization 
ARPA establishes a $25 billion Restaurant Revitalization 

Funds for 2021. $5 billion is allocated to restaurants 

with gross receipts in 2019 were less than $500,000. 

Restaurants may be eligible for restaurant revitalization 

grants from the SBA. The first 21 days of the program 

prioritizes small businesses owned by women, veterans, 

or socially and economically disadvantaged individuals. 

The grants can be used for payroll costs, mortgage 

payments, rent, utilities, maintenance expenses, 

operational expenses, paid sick leave, and supplies. 

Grant amounts won’t be treated as taxable income, and 

expenditures paid with the grants are still deductible. 

F. Shuttered Venues 
The CAA created shuttered venue operators grants to help 

live venue operators or promoters, theatrical producers 

or live performing arts organization operators, motion 

picture theatre operators, museum operators and talent 

representative that were in operation on February 29, 

2020 and experienced a 25 percent drop in gross earned 

revenue in any quarter in 2020 compared with the same 

quarter in 2019. The CAA provisions preventing an operator 

from obtaining both a PPP loan and a grant have been 

eliminated, but the amount of the PPP loan will reduce the 

size of the grant if received after December 27, 2020. 

Your investments in securities, annuities and insurance are not insured by the FDIC or any other federal government agency and may lose value. They are not a deposit or other 
obligation of, or guaranteed by any bank or bank affliate and are subject to investment risks, including possible loss of the principal amount invested. Past performance does 
not guarantee future results. 
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