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The American Rescue Plan Act:
Frequently Asked Questions on the Expanded Child Tax Credit

The expanded Child Tax Credit in the recently passed stimulus bill, American Rescue Plan
Act of 2021 (ARPA), may lift as many as four million children out of poverty and significantly
cut child poverty for Black and Hispanic children and could in fact cut child poverty by more
than half. Poverty is an important predictor of child maltreatment and policies that
strengthen the economic security of low-income families may reduce child maltreatment.
Moreover, economic policies that increase household incomes may decrease familial stress
while at the same time increasing child health and well-being.

Over 90% of children in the US will benefit from the child tax credit expansion in the APRA,
ranging from 76% of children in DC to 96% of children in Arkansas. The expansion of the
Child Tax Credit and other tax credits are only designed for one year, which means the
program may revert to its previous form in 2022. Prevent Child Abuse America (PCA
America) is hopeful that lawmakers may extend the expansions and investment in families.
These types of sustained economic supports to families will allow for greater and better
access to child care, home visiting, other human services, etc., leading to increased family
stability and reducing child abuse and neglect.

o

=% What is the status of making the expanded Child Tax Credit permanent?

The expanded Child Tax Credit lowers taxes for families but it is set to expire. Families with
children are receiving this support through the expanded Child Tax Credit for this year only
as a response to COVID-19, but parents' need for a little extra cash to make ends meet won't
end in December, and the Child Tax Credit checks shouldn't either.

As the House and Senate are working now to finalize the budget reconciliation package -
the annual federal budget process where Congress sets total spending, revenues, the
surplus or deficit, and the public debt —decisions are being made on the Child Tax Credit.
The House Ways and Means Committee released draft legislation as part of the ongoing
$3.5 trillion budget reconciliation process. The bill would make the American Rescue Plan
Act's full refund-ability of the Child Tax Credit permanent and extend the increased advance
payments through 2025. The House could vote as early as this week on the budget
reconciliation package. This is a historic opportunity for key investments to strengthen
families, increase economic self-sufficiency, and become a more equitable nation.

The related provisions included in the Ways and Means draft legislation reforms the Child
Tax Credit in three phases:
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o Phase 1: Extension of ARPA design of Child Tax Credit through 2022 with some
improvements. The CTC in 2022 would look a lot like the CTC in 2021, with some
improvements. The full credit would be advanced via monthly payments, so that
families can begin receiving checks in January.

o Phase 2: New design for Child Tax Credit from 2023-2025 so that it functions more
like a true monthly child allowance. The CTC in 2023-2025 would look a lot more like
a traditional child allowance. The benefit would be delivered monthly by default, and
there is monthly eligibility, so that a caregiver can receive the benefit for the portion
of the year that the child lives with them.

o Phase 3: Reverts to pre- Child Tax Credit but with permanent full refund-
ability. Children with Individual Taxpayer Identification Numbers would be eligible for
the benefit, and it would be fully available to families with low income or no income,
but benefit levels would revert to $1,000 and program design would revert to annual
lump sum.

The Ways and Means draft also includes $9 billion in appropriations to the IRS to administer
the CTC and $1 billion to Treasury to increase enroliment (including but not limited to
program outreach, costs of data sharing, efforts by federal agencies to facilitate cross
enroliment).

%% How can | support the effort of making the expanded Child Tax Credit permanent?

Visit PCA America's Policy Action Center to reach out to your member of Congress today to
advocate that provisions addressing the expanded Child e
Tax Credit are included in the budget resolution.

There are also a number of resources available to help
spread the word, educate, and advocate with your e
members of Congress for making the child tax credit permanent. Following are links to social
media, email, and more outreach materials that are available in a toolkit which will continue
to be updated in the weeks ahead.

CTC Toolkit: Center on Budget and Policy - Google Docs

CTC Topline Message Guide - Google Docs

CTC Common Responses-Message Guide - Google Docs
Toolkit: Child Tax Credit Permanence Action Day - Google Docs
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https://preventchildabuse.org/what-we-do/public-policy/policy-action-center/
https://docs.google.com/document/d/121Jli3eDzBoEsfAULf8XcXno48BuZvb9TJ4aYS0ujxU/edit
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=% What have been the immediate impact on families from the expanded Child Tax
Credit?

The Child Tax Credit in the American Rescue Plan provides the largest Child Tax Credit ever
and historic relief to the most working families ever - and as of July 15th, most families are
automatically receiving monthly payments of $250 or $300 per child without having to take
any action. Results from a recent nationwide survey highlight many families plan to use

their tax refunds this year to support their families by paying bills and household expenses.

This tax cut for families will help ease the burden of rising costs, the impact of the current
pandemic, and is helping all families succeed, from families struggling to cover basic needs
like food, rent, and other bills, to middle-class families that need help with child care and
college savings. The first monthly Child Tax Credit payments have already reduced hardships
for families. In fact, about 61 million children in 36 million families across the country have
already received monthly payments as part of the expanded Child Tax Credit. Some of the
impact experience from this direct payment for families includes:

e Receiving just the first monthly Child Tax Credit payment in July reduced financial
anxiety for 56% of families.

e Data from the Census Household Pulse survey shows that families mostly spent their
recent Child Tax Credit payments on basic needs, including food, utilities, clothing,
school supplies, paying down debt, and boosting savings.

e Hunger fell by one-third among Latinx families and by one-quarter among Black
families after receiving a second round of cash payments.

e Researchers at Columbia University’s Center on Poverty & Social Policy found that
just one Child Tax Credit payment reduced child poverty by 25%, lifting 3 million
children out of poverty.

The Social Policy Institute at Washington University in St. Louis, with researchers from
Appalachian State University, UNC Greensboro, and the Urban Institute, in partnership with
Humanity Forward, released the first wave of a comprehensive study detailing the economic
benefits of the Child Tax Credit nationally and by state. Some of the key findings in this study
include:

e 94% of families receiving the advance Child Tax Credit payments will either maintain
or increase their working hours.

e 72% of families said they would prefer to get monthly payments over a lump sum at
tax time

e Families under $50K in income are most likely to use the money on rent, food,
groceries, and other essentials.
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https://nwlc.org/resources/memo-summarizing-key-findings-from-national-ctc-poll/
https://www.irs.gov/newsroom/irs-families-now-receiving-august-child-tax-credit-payments-still-time-for-low-income-families-to-sign-up
https://parentstogetheraction.org/2021/08/10/new-survey-90-of-parents-receiving-the-child-tax-credit-said-funds-were-helpful-or-made-a-huge-difference-in-their-families-lives/
https://parentstogetheraction.org/2021/08/10/new-survey-90-of-parents-receiving-the-child-tax-credit-said-funds-were-helpful-or-made-a-huge-difference-in-their-families-lives/
https://www.census.gov/data/tables/2021/demo/hhp/hhp34.html
https://www.economicsecurityproject.org/wp-content/uploads/2021/08/New-Census-Data-Shows-Child-Tax-Credit-is-Key-to-Reducing-Poverty-for-Families-of-Color.pdf
https://www.povertycenter.columbia.edu/news-internal/monthly-poverty-july-2021
https://socialpolicyinstitute.wustl.edu/employment-financial-wellbeing-effects-2021-ctc-report/
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e Families’ most common uses of the CTC payments were purchasing food for their
family (51%), followed by paying essential bills (36%), and paying for clothing and
other essentials for their children (30%).

%% How can families access this concrete support through the expanded Child Tax
Credit?

Families who have filed tax returns for 2019 or 2020, or have signed up to receive a
stimulus check from the IRS will receive Child Tax Credit payments automatically. Fully 88%
of eligible children received their checks automatically without having to take any action.
However, a number of resources have been created and are available to help spread the
word to families who have not received their payments families or have not filed their taxes.

e Families can access a new simplified filing portal to claim their Child Tax Credit at
GetCTC.org. This free portal will give more families access to the Child Tax Credit and
other tax benefits like stimulus payments.

® |earn about a new app here that helps families who did not file taxes last year
access the Child Tax Credit.

e Low-income families with children are eligible for this crucial tax relief - including
those who have not made enough money to be required to file taxes. This resource,
The Child Tax Credit | The White House, includes a number of frequently asked
questions including a “non-filer” signup link.

More on the Expanded Child Tax Credit

%% What is the expanded Child Tax Credit under the American Rescue Plan?

The American Rescue Plan makes historic expansions to tax credits for working families. The
relief bill overhauls the Child Tax Credit by expanding the current annual benefit, including
more low-income households, and distributes the credit's benefit through monthly cash
payments.

The credit amount is significantly increased for one year. Beginning in July 2021 and lasting
for at least one year, families with children will be eligible to receive a tax credit of up to
$3,600 for each child ages birth through five and up to $3,000 for each child ages six
through 17. This benefit represents an increase from a previous cap of $2,000 for each
child regardless of age, it is newly inclusive of children age 17, and families are no longer
subject to the earnings minimum to be eligible for a refund.
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Another key improvement is that the child tax credit will be fully refundable - meaning that
one will get the full amount even if no taxes are owed. Previously, only up to $1,400 of the
$2,000 could be returned to families who had less than $2,000 in tax liability. In addition,
half of the benefit will be disbursed through monthly checks from July 2021 through
December 2021, and the remaining portion will be provided at tax filing time in 2022.

These changes could have a major impact on millions of families, especially low-income
households and those whose earnings can fluctuate from month to month. This significant
temporary expansion to the child tax credit offers a form of guaranteed income to parents of
children under 18. The monthly disbursement schedule and full refund-ability means that
the credit is effectively a “child allowance”—a guaranteed periodic benefit for families with
children, regardless of earned income.

¥ Who qualifies for the expanded Child Tax Credit in 20217

The full child tax credit will be available to individuals who earn up to $75,000 and couples
earning up to $150,000. Families with children under age six will receive a tax credit of up
to a $3,600 per child and families with children ages six to 17 will receive a tax credit of up
to $3,000 per child. However, the payments would be reduced for people with earnings
above those thresholds.

The credits DO phase out eventually for those with the highest incomes, but analyses show
that over 90% of American children will benefit from this tax credit expansion. This makes
the enhanced Child Tax Credit much closer to a universal child benefit than the previously.
Families who earn too much to qualify for the expanded tax credits could still claim the base
$2,000 credit for their children. Once a single parent family reaches $200,000, or a
married-parent family reaches $400,000, then the benefit starts to decline eventually down
to zero at the highest incomes. Additionally:

e The credit will be reduced by $50 for every additional $1,000 of Adjusted Gross
Income (AGI) earned. (The $3,000 credit provided to parents of a child aged 6 to 17
would be phased out completely for individuals earning $95,000 and those making
$170,000 and filing jointly)

e Families who are ineligible for the new $3,000 credit because they earn higher AGI
than laid out in the law are still able to claim the $2,000 per child tax credit, which is
available to individuals making up to $200,000 ($400,000 for married couples filing
jointly).

e The child tax credit is extended to U.S. territories and allows families in Puerto Rico to
file directly with the IRS to receive the credit.
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¥ How will the Child Tax Credits be distributed?

Families should automatically get the expanded Child Tax Credit benefits if they file their
2020 tax return and meet the income and eligibility requirements. Families would likely
receive the credit in the same way they got their stimulus payments and/or tax refunds
(direct deposit or by check).

The intent is that the Child Tax Credit will be partially paid out on a monthly basis, rather
than claimed once per year when people file their tax returns. In other words, a qualifying
family with two children under age six would receive $7,200 in child tax credits, or $600 in
monthly payments. But, the monthly payments will run only from July through December of
2021, with the other half of the Child Tax Credit paid when people file their tax returns. Said
differently, households could receive six months of monthly income, and then receive the
rest of the child tax credit through their tax refund.

Another change to the Child Tax Credit is that it is fully refundable, meaning the entire credit
could be provided as a refund if it exceeds an individual’'s income tax liability, instead of
partially refundable under current law. The payments would be based on a parent’s 2019 or
2020 federal return, whichever is the most recent available to the Internal Revenue Services
(IRS). The changes to the child tax credits are complicated and exact details on how the IRS
will be dispersing credits is forthcoming. The American Rescue Plan provides over $397
million in funding for the IRS to implement and administer the new tax credit.

Lastly, one does not have to be employed to receive the tax credit. The challenge for low to
no-income families is that parents DO have to file taxes to receive the refund. The IRS will
continue releasing more details over the coming months, but it is critical that families file
their taxes in order to receive these benefits. Many families who have not had earned
income in the past and have not filed may not know they need to do this in order to receive
the Child Tax Credit. This is certainly something PCA America and other national partners are
monitoring and will provide any insight as to how advocates, states, and the federal
government ensure families don’t miss out on the benefits for which they are eligible.

¥ Expanded Child Tax Credit Highlights

e The tax credit is fully refundable

e One does not have to be employed to receive the tax credit

e The tax credit allows households with no income to claim the credit as long as they

file taxes. Previous rules limited the credit to those earning at least $2,500.
e Payments could begin as soon as this summer:
o The IRS could start providing advances on the 2021 credit through periodic

payments of $250 for school-aged children starting as early as July 2021,
depending on what the Treasury Department determines is workable. Under
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the proposed schedule, which could be as frequent as monthly, families could
receive half of their total 2021 Child Tax Credit this year and claim the
remaining amount on their 2021 tax returns
e The Child Tax Credit is temporary as the legislation only guarantees the increase for
the 2021 tax year.

-+ What are the additional expansions in tax credits under the American Rescue
Plan?

Child and Dependent Care Tax Credit

In addition to expanding the child tax credit, the American Rescue Plan helps families to
access high-quality child care by expanding the Child and Dependent Care Tax Credit
(CDCTC) to allow families to claim up to half of their child care expenses. Families will now
be able to receive a refundable 50% tax credit to defray caregiving costs. The expanded
CDCTC will provide an increase of up to a $4,000 tax credit applied to caregiving expenses
for qualifying dependents (including children under age 13 and elderly or disabled adults) or
$8,000 for two or more qualifying dependents.

The American Rescue Plan makes the CDCTC into a fully refundable tax credit; families can
receive a refund for any portion of the credit that remains after their tax liability reaches $0.
Families earning over $125,000 will be eligible for a partial credit (phasing down to a 20%
credit at $400,000, and reduced by 1 percentage point for each $2,000 in income above
$400,000). Previously, the credit began to decrease in value after just $15,000 in income.
These changes only apply for tax year 2021, but could be made permanent with future
legislation.

Tax Credits for Paid Sick and Family Leave

The American Rescue Plan extends tax credits for employers providing paid sick and family
leave as established under the Families First Coronavirus Response Act, effective after
March 31, 2021 and through September 30, 2021. These extensions include increasing
eligible wages per employee, expanding types of leave to include vaccination, and covering
as many as 60 days of paid family leave for self-employed individuals (instead of 50 days
under previous law).

-+ Resources:

10 Things to Know about the Expanded Child Tax Credit | CLASP
American Rescue Plan Act Includes Critical Expansions of CTC and EITC
CTC-Usage-in-50-States.pdf (cpb-us-w2.wpmucdn.com)

Benefits of Expanding Child Tax Credit Outweigh Small Employment Effects
Biden Administration Plan Will Likely Cut Child Poverty in Half

The America Rescue Plan Provisions
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https://www.clasp.org/blog/10-things-know-about-expanded-child-tax-credit
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https://linkprotect.cudasvc.com/url?a=https%3a%2f%2fwww.cbpp.org%2fresearch%2ffederal-tax%2fbenefits-of-expanding-child-tax-credit-outweigh-small-employment-effects&c=E,1,N6pwSpqcGXRsyjUrhj8ByBbd9835kT-ixOCMo_j4IccrS8htJJCGrkYHkYFyhAM9KLStfD2nRbQ_mKR3w6MpGxN2J2DlTCQ_l2Wy4Y_eIDMtHvT1s_Rr&typo=1
https://firstfocus.org/blog/biden-administration-plan-will-likely-cut-child-poverty-in-half-in-2021
https://www.cwla.org/wp-content/uploads/2021/03/CWLA-Describe-AMERICAN-RESCUE-PLAN.pdf
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e The Strong Case for Child Allowances to Fight for Racial Justice and Against Child
Poverty

e American Rescue Plan, Expanding Tax Relief for Working Families

How will the American Rescue Plan Strengthen the Prenatal-to3 System of Care? A
Summary of the 2021 Act’s Benefits for Infants and Toddlers

e Understanding the Expanded Child Tax Credit — Children's Defense Fund
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https://www.childrensdefense.org/blog/the-strong-case-for-child-allowances-to-fight-for-racial-justice-against-child-poverty/
https://www.childrensdefense.org/blog/the-strong-case-for-child-allowances-to-fight-for-racial-justice-against-child-poverty/
https://www.democrats.senate.gov/imo/media/doc/DPCC%20ARP%20Expanding%20Tax%20Relief%20for%20Working%20Families%20Report1.pdf
https://pn3policy.org/wp-content/uploads/2021/03/PN3PolicyImpactCenter_B0050321_2021AmericanRescuePlanAct.pdf
https://pn3policy.org/wp-content/uploads/2021/03/PN3PolicyImpactCenter_B0050321_2021AmericanRescuePlanAct.pdf
https://www.childrensdefense.org/blog/understanding-the-expanded-ctc/

