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An Overview of the COVID-19 Stimulus Package

• On Dec. 20, the House and Senate passed H.R. 133, The Consolidated Appropriations Act of 2021 (“Act”). 
• The bill includes a $900 billion comprehensive package to provide COVID-19 relief to businesses and 

individuals, including:
• A second round of Paycheck Protection Program (PPP) loans for small businesses.
• An extension of the Employee Retention Tax Credit (ERTC) and other general business relief provisions.
• An extension of unemployment insurance and various employee benefits provisions.
• A $600 Economic Impact Payment (EIP) for individuals, as well as other individual relief. 

What is in the Omnibus?



Stimulus Checks

#CCHFT20

▪ Rebates: The CARES Act provided a maximum payment of $1,200. This omnibus bill provides up 
to $600 per individual. Payments for qualifying dependents increase from $500 to $600. 

▪ Eligibility: All tax filers with AGI of up to $75,000 for individuals and $150,000 for joint filers will 
receive full payment. The bill also expands eligibility to families where only one spouse has a 
Social Security Number. 

▪ Time Frame: Direct deposit checks began Dec. 29, 2020. 

▪ Taxability: EIPs are not taxable and it is not considered 
income, so taxpayers do not need to account for the 
EIPs on their 2020 or 2021 income tax returns. 

▪ Period: Amounts are based on taxpayers’ 2019 tax 
returns. Taxpayers who did not file a tax return or 
register with the IRS as a non-filer may claim the 
rebate on their 2020 tax return.



The Refundable Credits Lookback Rule
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▪ EITC and CTC 2020 Lookback Rule: Both tax credits increase as taxpayers earn more income. 
Since many taxpayers may have lower income in 2020 than previous years, they would have 
qualified for a lower credit amount.

▪ To prevent this reduction, the bill allows families to choose either their 2019 or 2020 income 
to determine the credit amounts for the 2020 tax year.

▪ Example: Imagine a married couple with two children 
who had earned income of $15,000 in 2019. However, 
their earned income for 2020 was only $10,000. 

• The EITC amount the couple is eligible for in 2020
would have been $4,010.

• The lookback rule would permit the couple to 
utilize the earned income from 2019 to maximize 
their credit eligibility. Using $15,000 for earned 
income in 2020, the couple can claim an EITC of 
$5,716.

• When calculating EITC and CTC, taxpayers can 
choose to use either 2019 or 2020 income figures, 
depending on which is better for them.



Other Provisions Impacting 2020 Returns
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▪ Deferred Payroll Taxes: President Trump previously issued an executive order allowing 
employers to defer withholding employees’ share of social security tax obligation for the last 
four months of 2020. The taxes were to be recouped Jan. – Apr. 2021. The bill spreads out the 
repayment period through Dec. 31, 2021.

▪ Educator Expenses: Current law allows educators a deduction for up to $250 in qualified 
expenses. The definition of qualified expenses is expanded to include personal protective 
equipment (PPE) and other supplies used for the prevention of the spread of COVID-19, 
retroactive to March 12, 2020. 

▪ Financial Aid: The bill provides that emergency financial aid grants under the CARES Act are 
excluded from gross income of college students, including for determining eligibility for the 
American Opportunity and Lifetime Learning Tax Credit. 

▪ Retirement Distributions: Allows pension plans to provide for in-service distributions to 
participants at or after age 59½—previously distributed at age 62. Also adds an exception for 
multiemployer pension plans, providing in-service distributions at age 55 rather than age 59½.

▪ FSA Modification: Permits FSAs to carry over unused benefits up to the full annual amount 
from 2020 to 2021 and 2021 to 2022, a 12-month grace period for unused benefits, and 
increases the maximum age of eligible dependents from 13 to 14 for dependent care FSAs.



Tax Extenders
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Expiring in 2020 Summary Extension

Medical Expense 
Deduction: 
Adjusted Gross 
Income Floor of 
7.5%

Individuals are allowed to deduct unreimbursed medical 
expenses above a specific income threshold if they itemize their 
deductions. As part of the Affordable Care Act, this threshold 
was increased to 10%. In TCJA, this threshold was changed back 
to 7.5% through December 2020. The provision makes the 7.5% 
permanent.

Permanent

Above-the-Line 
Deduction for 
Qualified Tuition 
and Related 
Expenses

For individuals whose AGI is $65,000 or below, the provision 
caps the qualified tuition at $4,000. The deduction is capped at 
$2,000 for individuals with AGI of $80,000. Beyond 2020, the 
qualified tuition deduction would be repealed and replaced by 
increasing the phase-out limits on the Lifetime Learning Credit 
from $58,000 to $80,000. 

Permanent, by 
increasing the 
phase-out limits 
in the permanent 
Lifetime Learning 
Credit

Exclusion for 
Certain Employer 
Payments of 
Student Loans

The provision extends the allowance for employers to provide 
tax-free student loan repayment benefits to employees. 
Employers may contribute up to $5,250 per year. 

2025 Extension



Provisions Affecting Individual Taxes for 2021
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Expiring in 2020 Summary Extension

Exclusion of Discharge of
Principal Residence 
Indebtedness

The provision extends the exclusion from gross income for a 
discharge of qualified principal residence indebtedness until 
2025 and reduces the maximum amount from $2,000,000 to 
$750,000.

2025 
Extension

Mortgage Insurance 
Premiums Treated As 
Qualified Residence 
Interest 

Homeowners can treat qualifying mortgage insurance 
premiums as mortgage interest, making the premiums 
deductible if they itemize. Homeowners must also have an AGI 
below $55,000 for single and $110,000 for married filing jointly. 
The provision extends the rule through 2021 and phases out 
the deduction for taxpayers with AGI over $100,000. 

2021 
Extension

Certain Charitable 
Contributions Deductible 
by Non-Itemizers

Taxpayers who do not itemize are allowed a maximum 
deduction of $300 ($600 if MFJ), applicable to taxable years 
beginning after Dec. 31, 2020. 

2021 
Extension

Modification of 
Limitations on Charitable 
Contributions

The provision extends the increased limitations on deductions 
provided under the CARES Act. The 50% of adjusted gross 
income limitation is suspended for individuals, the 10% 
limitation is increased to 25% of taxable income for 
corporations and increased the limitation on deductions for 
contributions of food inventory from 15% to 25%.

2021 
Extension



Download Today’s Slides | Watch More Videos

EngageTax.WoltersKluwer.com/Tax-Policy-News

Join our Social Groups

Search for US Tax Preparer Group

Tax news, free educational content, industry updates, marketing 
tips and best practices for growing your tax preparation business


