2021

Tax News

Volume 9, Issue 5

and Industry Updates

Cape Coral

Accounting
Service, Inc.

2021 Tax Highlights
The year 2021 continued to bring many challenges and tax changes. In late 2020, an emergency COVID-19
law was passed which included additional economic impact payments, an extension of federal pandemic
unemployment compensation, and an extension of pandemic related payroll tax credits. In March 2021, the
American Rescue Plan of 2021 (ARP) was passed which addressed the continued impact of COVID-19 on
the economy, public health, individuals, and businesses. This letter provides an update on some changes
that might affect you and other things to be aware of.
If you have questions or want to know how any of this impacts you, please do not hesitate to contact us.

Stimulus payments. The laws provided for two additional direct payments (economic impact payments)
based on your filing status and AGI.The second payment was made late December 2020or early January
2021 and provided up to $600 per eligible family member. This advance payment was reconciled on your
2020 income tax return.

The payment of the third economic impact payment began in March 2021 and continues through Decem
ber 31,2021. Payments are $1,400for individuals, $2,800for married couples, and $1,400for each dependent.
The economic impact payment is considered an advance credit. The third payment will be reconciled on
your 2021 tax return. The payment will not reduce yom refund or increase any amount owed on your 2021
return. You will receive an additional credit on your return if your filing status and income level in 2021
qualifies you for a larger payment.
Unemployment compensation. ARP excluded the first $10,200 of unemployment compensation from
income for 2020 only. For 2021, unemployment income is fully taxable.

Child Tax Credit. For 2021 only, ARP increased the Child Tax Credit to $3,000 per qualifying child, increased
the credit to $3,600 for children under the age of 6, increased the qualifying age from 16 to 17,and made the
credit fully refundable for most taxpayers.
The law also directed the IRS to make advance payments of the Child Tax Credit. Payments were made
monthly beginning on July 15, 2021. The advance payments will be reconciled and reduce the amount of
Child TaxCredit you will receive on your 2021 tax return. In January 2022, the IRS will send you Letter 6419
©2021 TaxNews and Industry Updates

1

