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Stimulus Round Three:

What the American Rescue Plan Act Means for 
You

On March 11, 2021 President Biden signed into 
law the $1.9 trillion American Rescue Plan Act of 
2021 (“ARPA”), the third relief package 
implemented to address the COVID-19 pandemic.

The bill extends aid to millions of households and provides 
money for small businesses, schools, governments, and 
vaccine distribution. The package also includes several 
tax changes that are effective for the 2021 tax year. It is 
important to consider how these changes may affect your 
overall tax situation.

Individual tax provisions

Economic impact payment/recovery rebate credit.  The 
ARPA includes a maximum payment/credit of $1,400 for a 
single taxpayer ($2,800 for joint filers), in addition to 
$1,400 per dependent of the taxpayer. For purposes of 
this credit, dependent includes both children and non-
child dependents. The credit is subject to phaseouts and 
is reduced to zero for all taxpayers at the $80,000, 
$120,000, and $160,000 AGI levels, depending on filing 
status.

Unemployment insurance.  The bill extends the weekly 
federal benefit of $300 a week through September 6 (it 
was scheduled to run out on March 14). The bill also 
includes tax relief on the first $10,200 in unemployment 
payments in 2020 for workers in households earning up to 
$150,000. Taxpayers that may have already filed their 
2020 returns before passage of the ARPA should 
consider amending returns if they qualify for the exclusion.

Child tax credit.  The child tax credit is fully refundable 
for 2021, and the maximum amount has increased from 
$2,000 to $3,000 per child ($3,600 for a child under age 
6). The increased credit amounts are subject to 
phaseouts, and those taxpayers who aren’t eligible to 
claim the increased credit can claim the regular child tax 
credit, subject to phaseouts.

Child and dependent care tax credit.  The ARPA 
includes several modifications for 2021. For example, the 
credit would be fully refundable, and the maximum credit 
rate would be raised to 50%. The phaseout threshold 
would begin at $125,000 instead of the previous much 
lower threshold of $15,000.

Student loan discharges.  The ARPA excludes certain 
discharges of student loans from taxable income after 
December 31, 2020, and before January 1, 2026. 

Business tax provisions

COBRA.  Eligible individuals may receive a 100% 
subsidy for COBRA premiums for any period of COBRA 
coverage during the period beginning on April 1, 2021, 
and ending on September 30, 2021.

Employer-provided dependent care assistance.  The 
exclusion for employer-provided dependent care 
assistance increases from $5,000 to $10,500 (from 
$2,500 to $5,250 in the case of a separate return filed by 
a married individual) for 2021. 

Employee retention credit.  The credit for keeping 
employees on the payroll has been extended through 
December 31, 2021. 
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What the American Rescue Plan Act Means for You

Revisiting your wealth plan

The American Rescue Plan Act of 2021 is ushering in 
several changes to the tax environment. Whenever there 
are tax law changes, it’s always a good idea to review 
how these changes affect your personal situation.




