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First Opportunity for You to Engage . . . 



MAKING SENSE OF THE 
CHILD TAX CREDIT 
CHANGES FOR THOSE 
WE SERVE
July 9, 2021, 10 a.m. to 11:30 a.m.

Mary Ann David Justin Schwegel
Legal Services of Greater Miami, Inc. Gulf Coast Legal Services, Inc.

In collaboration with the Florida Prosperity Partnership



Agenda
Á Introductions

ÁGoverning Law

ÁGuide for Divorced or Separated Parents

ÁAdvance Payments and Clawback Provisions

ÁOutlook for Future Advance Child Tax Credit



Introducing the Speakers and the LITC 
Program
ÁMary Ann David is a Senior Attorney at 

Legal Services of Greater Miami, Inc.She 
has been the director of its Low Income 
Taxpayer Clinic for the past 12 years.Ms. 
David has been a regular presenter at the 
IRS Tax Forums and at the LITC Conferences 
and has co-authored chapters in Effectively 
Representing Your Client Before the IRS.

Á Justin Schwegel is the LITC director at 
GulfcoastLegal Services, Inc. He is an 
attorney and has LLMs in international 
economic law (Sciences Po) and agricultural 
and food law (Arkansas). He has published 
on tax implications of the CARES Act in 
Procedurally Taxing and the CUNY Law 
Review.



2020 CTC
Á˴̈  ̅˒ːˑ  ̠Ο˴́  ̘ˣ̔̕  ̓́̎  ̄˪̏̂  ̓ˡ̃̔Π ̉  ̓̔̈  ̗̅̆̒́̍̅̏̒  ̋̆̏  ̒̔̈  ̅˒ː˒  ːˣ˴  x́̎  ̄

ACTC.

ÁThe TCJA increased the CTC from $1,000 to $2,000 (up to $1,400 

refundable). 

ÁRefundable Credit for qualifying children was based on the formula (MAGI 

minus $2,500) x 0.15 up to $1,400. 

Á˥̌̉̍̉̎́̔̅  ̄Ο̘̅̅̍̐̔̉̏̎  ̓̆̏  ̒̄̅̐̅̎̄̅̎̔̓Π ̎̄̅̕  ̒˳̅̃̔̉̏  ̎ˑ˕ˑˌ 

Áˣ̒̅́̔̅  ̄˃˕ː  ː̎̏̎̒̅̆̎̄́̂̌̕  ̅Ο̃̒̅̄̉  ̔̆̏  ̒̏̔̈̅  ̒̄̅̐̅̎̄̅̎̔̓Π ̎̄̅̕  ̒˳̅̃̔̉̏  ̎˒˔  ̱

̃̅̍̅̎̔̉̎  ̇̔̈  ̅̄̉̓̔̉̎̃̔̉̏  ̗̎̂̅̔̅̅  ̎Ο̙̑́̌̉̆̉̎̕  ̇̃̈̉̌̄Π ́̎  ̄Ο̙̑́̌̉̆̉̎̕  ̖̇̒̅̌́̔̉̅Π



2020 CTC, continued

ÁOnly taxpayers with MAGI over $2,500 received ACTC

ÁA married family with 3 children would need MAGI of at least $30,500 

to claim the entire $4,200 ACTC.

ÁThe same family would need to make at least $53,293 to take the full 

$6,000 CTC benefit.

ÁPhase out provisions

Á$400,000 for MFJ

Á$200,000 for others



American Rescue Plan
ÁChanges to the CTC for 2021 Only

Á Increased age limit to under 18 as of 12/31/2021

Á Increased the amount to $3,000 ($3,600 if under age 6)

ÁRemoved earned income requirement (bringing almost 6 million children into 
the tax system)

ÁFully refundable

Á50% payable in advance, starting in July 2021 (option to Opt Out), payable 
to account on a 2020 tax return, 2019 tax return or information from SSA, VA, 
etc. or by paper check, calculated using most recent processed return, 
recalculated if more recent return is received/processed



2021 CTC Eligibility Requirements
ÁQualifying Child

ÁMain home in the U.S. for at least one -half of 2021

Á Income (MAGI) less than $75,000/$112,500/$150,000 (phase -outs to 
$200,000/$400,000)

ÁFiled a tax return or otherwise provided information to the IRS



Áˡ˲  ˰̗̉̄̅̎  ̓̔̈  ̅̇́  ̗̐̂̅̔̅̅  ̎̈̏̓̅̈̏̌̄̕  ̗̓̉̔  ̈Ο̏̔̈̅  ̒̄̅̐̅̎̄̅̎̔̓Π ̖̓ˌ ̙̑́̌̉̆̉̎̕  ̇̃̈̉̌̄̒̅̎ˌ

Á This increases the incentive for children to be qualifying children



Qualifying Child
ÁAge

ÁRelationship

ÁResidency

ÁValid Social Security Number *

ÁDependent (not necessarily of the taxpayer)

* Parent/TP with ITIN



Qualifying relative for other dependent credit

ÁRelationship test

Á Income test (person must make less than $4,300 in 2020)

ÁSupport test (TP must provide >50% of support)

ÁNot a qualifying child of another TP test

ÁValid Social Security Number not required.



˥̘́̍̐̌̅  ̓̏  ̆Ο˯̔̈̅  ̒ˤ̅̐̅̎̄̅̎̔̓Π

ÁΟ˱̙́̌̉̆̉̎̕  ̇̃̈̉̌̄Π ̖̏̅  ̒ˑ  ̠ˈ̕  ̐̔  ̏ˑ  ̆̏  ̒˒  ˓̆̏  ̒̓̔̄̅̎̔̓̕  ̄

ÁΟ˱̙́̌̉̆̉̎̕  ̖̇̒̅̌́̔̉̅̓Π ̓̃̕  ̈́  ̓̅̌̄̅̒̌  ̙̐́̒̅̎̔̓  ̱̅̔̃ˌ ̒̅̇́̒̄̌̅̓  ̓̏  ̗̆̈̅̔̈̅  ̒̔̈̅  ̙
meet the residency test

ÁChild of a Friend/Girlfriend/Boyfriend or Fiancé who has no filing 
requirement, where this child lives with the taxpayer

ÁA fully refundable $3,000 CTC gives former nonfilers an incentive to file to claim 
the CTC instead of allowing another taxpayer to claim the $500 other dependent 
credit.

Á Be on the lookout for this situation. It could mean a $2,500 -$3,100 difference for 
families.



Action Table
ÁRequired to file but have not filed 

2019 or 2020

ÁNot required to file and have not 
used the Non -Filer tool to claim the 
Economic Impact Payments (will 
also release any missing EIP)

Á Information provided but need to 
make changes to address, bank 
account information, children, 
marital status OR to opt out of 
monthly payments

ÁFile 2020 ASAP *

ÁUse the IRS Child Tax Credit Non -
Filer Sign Up Tool *

ÁUse the IRS Child Tax Credit Update 
Portal

* Weekend free tax preparation/CTC sign up 
days in Miami!



CTC Non-Filer Sign -Up Tool*:  Requirements
ÁFull name

ÁCurrent mailing address

ÁEmail address

ÁDate of birth

ÁValid SS# (or other TP ID#) for TP and Dependents

ÁBank account number, type and routing number, if applicable

Á IP PIN, if you received one

* Check back, LITCs may be able to assist if TP does not have a computer/electronic access, also 
CTC Navigators, CBPP training next week



CTC Update Portal *
ÁVerify enrollment for advance CTC

ÁOpt out of advance payments, about 15 days advance notice (use CTC to offset 
tax liability), re -enroll after late September 2021, EACH SPOUSE MUST 
UNENROLL

ÁUpdate bank account information

ÁCheck the status of payments (future option)

ÁUpdate address (early August), dependents, marital status, income (late 
summer)

ÁSpanish (future option)

ÁSmartphone accessible

* You will need an existing IRS username or ID.me account or you will have to contact the IRS by 
telephone



IRS Notices to Taxpayers
ÁOutreach letter sent to every family who appeared to qualify for the advance 

payments

ÁCustomized letters to eligible families who filed returns or used the Non -Filer 
portal for EIP, confirming eligibility, amount of the payments and payments 
begin July 15, 2021 (Letter 6417) *

Á In January 2022, the IRS will send Letter 6419 providing the total amount of 
advance CTC payments to TPs during 2021

* No current ability to dispute negative determinations or expedite pending determinations



Advance CTC and Treasury Offset Program
Á26 USC 6204 is the T.O.P. It allows the Secretary of Treasury to use tax 

overpayments to offset certain debts, such as deficiencies for other tax 
years, debts owed to other federal agencies, child support arrears, etc.

ÁAdvance CTCΦAny payment made to any individual under this section shall 
not be subject to reduction or offset

Áˮ  ̏̓̃̕  ̘̈̅̃̅̐̔̉̏  ̎̆̒̏  ̍̏̆̆̓̅  ̔̆̏  ̒́̎  ̙ˣ˴  x̔̈́  ̔̍́  ̙̂  ̅̒̅̆̎̄́̂̌̕  ̅́  ̙̔̅́̒Ν  ̓
end. 



CTC Hypos.
ÁMother and Daughter (7 y.o.) have no contact with Father and live with 
˭̏̔̈̅̒Ν  ̓˦̉́̎̃ͬˌ ˭̏̔̈̅  ̒̓̐̅̎̄  ̓̔̈  ̅̍́̊̏̒̉̔  ̙̏  ̆˒ː˒  ˑ̉  ̎  ́̄̒̕  ̇̒̅̈́  ̙̂̆́̃̉̌̉̔ˌ

ÁHow is the CTC paid out? Who will get advance CTC if it exists next year?

Á˦́̔̈̅̒Ν  ̓̎̏̎-student 20 year old Son is hit and permanently disabled by a 
drunk driver. Father takes Son back into his home to take care of him. 

ÁHow much is the CTC? 

ÁFather and Son (4 y.oˌ  ̖̄̌̉  ̗̅̉̔  ̈˦́̔̈̅̒Ν  ̓˦̒̉̅̎  ̄̆̏  ̒́̌  ̌̏  ̆˒ː˒ˑˌ ˦́̔̈̅  ̒̈́  ̓̎  ̏
̉̎̃̏̍  ̅́̎  ̄˦́̔̈̅̒Ν  ̓˦̒̉̅̎  ̖̄̐̒̏̉̄̅  ̓ˑːː  ˄̏  ̆˦́̔̈̅  ̒́̎  ̄˳̏̎Ν  ̓̓̐̐̏̒̔̕ˌ 

ÁHow should they file? 



Guide for Divorced 
or Separated 
Parents



Special Rules for Divorced Parents,* IRC 152(e)
ÁUnlike EIC rules, a noncustodial parent can claim dependency exemption for 

qualifying child

ÁCustodial parent must sign a release of the QC, IRS Form 8332

ÁNoncustodial parent must attach the Form 8332 to his/her tax return **

* Divorced, separated or live apart last six months of the year

** Filing a Form 8332 (or equivalent written declaration) after the tax return will not disqualify the 
noncustodial parent from claiming the child provided it is obtained before the three year 
assessment statute expires



Common Scenarios
ÁScenario 1:

Divorced parents alternate claiming children for purposes of the Child Tax 
Credit Υthe parent (Parent A) who claimed the children on her 2020 tax return 
will automatically be enrolled in the advance CTC payments.

Parent A will need to unenroll in the CTC Update Portal because she is not 
entitled to the CTC on her 2021 tax return.  Parent B will then need to register 
on the CTC Sign -Up Tool.

If Parent A does not unenroll, Parent B will not be able to register.  No 
mechanism in law to resolve competing claims during 2021.  Parent B will have 
to claim the CTC on his 2021 tax return.  Parent A will have a CTC 
overpayment to be discussed later.



Common Scenarios
ÁScenario 2:

In their Marital Settlement Agreement, CTC goes to the parent with the child 
support obligation (Parent A), even though the children reside with Parent B for 
more than six months during 2020.  Parent A who, accordingly will have 
claimed the children on his 2020 tax return, will automatically be enrolled and 
receive the advance CTC payments.

Parent A will claim the remaining CTC on his 2021 tax return.

Parent B will not be entitled to or receive any CTC.



Relation to EIP
ÁEIP 1 and 2 were paid out on a 2019 tax return, or 2018 if no 2019

ÁEIP 3 was paid out on a 2020 tax return, or 2019 if no 2020

ÁFor parents that alternate the dependency exemption, EIP that was paid out 
to Parent A on a prior tax return (say 2019) but claimed by Parent B on a 
current tax return (say 2020), Parent A did not have to return EIP on the 
current tax return (2020) and Parent B was able to claim the RRC on the 
current tax return (2020) Ą duplicate payments

ÁAdvance CTC will operate similarly:  ACTC will go to parent claiming children 
on 2020, say Parent C.  If Parent D claims children on 2021 and she did not 
receive ACTC, she will claim the entire CTC on 2021 Ą one-half duplicate 
payments



Advance Payment 
and Clawback
Provisions



Advance CTC The Safe Harbor Rule: Revised IRC Sec. 
24(j)(2)

ÁProtects recipients of Advance CTC from repaying overpayments of Advance CTC(math error 
notice)

ÁSafe harbor is $2,000 multiplied by the excess number of qualifying childrentaken into account 
when calculating the Advance CTC payment. 

Á¢Ƙƛǎ ϷнΣлллκŎƘƛƭŘ ƛǎ ǊŜŘǳŎŜŘ ōȅ ǘƘŜ ŀƳƻǳƴǘ ŀ ǊŜŎƛǇƛŜƴǘΩǎ ƛƴŎƻƳŜ ŜȄŎŜŜŘǎ ǘƘŜ ǘƘǊŜǎƘƻƭŘ ŀƳƻǳƴǘǎΣ 
$40,000 for single/MFS, $50,000 for HOH and $60,000 for MFJ by the ratio that income exceeds 
the threshold amount.

ÁFormula for single filers: 

Á$2,000(x) Υ$2,000[(y - $40,000) ÷ $40,000)]

ÁWhere x = number of excess children and y = MAGI.



Example 1
ÁMother and Father live together, are unmarried and have an infant Child born in 2020. Father 
makes $30,000. Mother makes $52,000, filed HOH and claimed Child on 2020 tax filings. 

ÁMother receives $1,800 in advance CTC payments and $1,400 EIP in 2021. In 2021 Mother files 
as single. Father files as HOH and claims the child noting that he received no ACTC and no advance 
payment of EIP (and so claims RRC on 2021 taxes). 



Example 1
ÁThe safe harbor rule operates here. The $2,000 is reduced by $2,000 multiplied by the 
Ǌŀǘƛƻ ǘƻ ǿƘƛŎƘ ƳƻǘƘŜǊΩǎ ƛƴŎƻƳŜ ŜȄŎŜŜŘǎ ϷплΣлллΦ ϷмнΣлллκϷплΣллл Ґ лΦоΦ όлΦоύ Ȅ 
$2,000 = $600. $2,000 -Ϸслл Ґ ϷмΣпллΦ aƻǘƘŜǊΩǎ ǎŀŦŜ ƘŀǊōƻǊ ƛǎ ϷмΣплл ŀƴŘ ǎƘŜ 
received $1,800. Consequently mother has to repay $400. There is no provision 
reducing the ACTC to the father who claimed the child in 2021 so he receives $3,600. 



Example 1
ÁEIP: eligibility criteria for advance payment of EIP are based on prior tax submissions. The 
relevant language of the Recovery Rebate Credit provisions for the $1,400 payment are the same 
as those for the payments issued in 2020. 

Á The IRS has already provided the guidance below:
[If] for example, you received $500 for your child whom you claimed on your 2018 or 2019 tax 
ǊŜǘǳǊƴΦ ¸ƻǳ Řƻ ƴƻǘ ŎƭŀƛƳ ǘƘŜ ŎƘƛƭŘ ƻƴ ȅƻǳǊ нлнл ǘŀȄ ǊŜǘǳǊƴ ōŜŎŀǳǎŜ ǘƘŜ ŎƘƛƭŘΩǎ ƻǘƘŜǊ ǇŀǊŜƴǘ ŎƭŀƛƳǎ 
ǘƘŜ ŎƘƛƭŘΦ ¸ƻǳ ǿƛƭƭ ƴƻǘ ōŜ ǊŜǉǳƛǊŜŘ ǘƻ Ǉŀȅ ōŀŎƪ ǘƘŜ Ϸрлл ŜǾŜƴ ƛŦ ǘƘŜ ŎƘƛƭŘΩǎ ƻǘƘŜǊ ǇŀǊŜƴǘ ŎƭŀƛƳǎ Ϸрлл 
for the same child on his or her 2020 tax return.

ÁConsequently, Mother need not return the $1,400 advance payment of the RRC. Father can 
claim the $1,400 as a RRC on 2021 tax filings because he did not receive advance payment. Mother 
and father collectively have received $2,800 for RRC and $5,000 in Child Tax Credit.



Example 1
ÁBy switching who claims the child, Mother and Father gain a $1,400 stimulus 

payment, $1,400 in advance CTC protected by the safe harbor, and $1,875 in 
earned income credit. They lose roughly $100 because $5,000 more of their 
combined income is taxed at 12% rather than 10%. 

ÁThis nets the family $4,575. 

ÁWhat about withholding? 



Example 2
Á Father and Stepmother have a combined AGI of $75,000 and they file taxes married filing jointly. 
They claim 14 year old child 16 year old child in 2020. They receive $3,000 in advance payment of 
CTC in 2021 and $2,800 in advance payment of the Recovery Rebate Credit for the children. 

ÁPer a shared custody arrangement under which Mother and Father alternate years claiming 
their children, Mother and Stepfather claim both children on 2021 taxes and get $6,000 in CTC plus 
$2,800 in Recovery Rebate Credit. 



Example 2

Á Father and Stepmother have a ACTC safe harbor of $2,000 per child ($4,000) which is reduced if 
their income exceeds the threshold amount of $60,000 for married filing jointly. The safe harbor 
amount is reduced by the ratio that their combined income exceeds $60,000 divided by $60,000.

Á Here their income exceeds $60,000 by $15,000. $15,000/$60,000 = 0.25. $4,000 times 0.25 = 
$1,000. $4,000 minus $1,000 = a safe harbor amount of $3,000. Father and Stepmother have a 
safe harbor amount of $3,000 and they received $3,000 in advance payments. Consequently they 
need not repay the ACTC. 

ÁAs noted above, they also need not repay the $2,800 in economic impact payments.

Á²Ƙŀǘ ƘŀǇǇŜƴǎ ƛŦ aƻǘƘŜǊ ŀƴŘ {ǘŜǇŦŀǘƘŜǊ ƴŜŜŘ ǘƘŜ ƳƻƴŜȅ ƴƻǿ ŀƴŘ ŎŀƴΩǘ ǿŀƛǘΚ



Example 3

ÁSingle Mother (SM) made $107,500 in 2020, files as 
HOH and claims her 8 year old child. She receives 
$1,500 in ACTC in 2021.

ÁSM received a $5,000 raise at work and In October of 
2021, she won $20,000 on a scratch -off lottery ticket 
her brother bought her for her birthday, which drives 
her modified AGI up to $132,500.

Á˳˭Ν  ̓ˣ̈̉̌  ̄˴́  ̘ˣ̒̅̄̉  ̔̉  ̓̒̅̄̃̅̕  ̄̂  ̙˃˕  ː̆̏  ̖̒̅̅̒  ̙
$1,000 her MAGI exceeds the $112,500 threshold 
amount for a head of household filer, or $1,000 in this 
̃́̓̅ˌ ˳˭Ν  ̓ˣ̈̉̌  ̄̔́  ̘̃̒̅̄̉  ̔̏  ̆˃˓ˍːː  ː̉  ̓̒̅̄̃̅̕  ̄̂  ̙
$1,000 and is $2,000.

ÁSM only received $1,500 in ACTC and consequently 
claims an additional $500 on her 2021 taxes.


