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The American Rescue Plan introduced

various tax changes that will affect taxpayers

for the 2021 tax year. One of the most notable

is the increased amount of the Child Tax

Credit with a provision for one-half of the

credit to be paid in monthly installments

from July to December 2021. However, many

taxpayers wonder if they should take these

advance payments or choose to opt-out and

receive the full amount of the credit when

they file their 2021 taxes in the Spring. 

What if you had a baby in
2021, like me?
By Shelbye Lynn, CPA & CVA

"The IRS is not
going to be
forgiving of

overpayments like
they were with

stimulus checks. If
you receive

amounts you do
not qualify for, you
will be expected to

pay them back
when you file your

2021 return."



Let’s start with the changes to the Child Tax Credit for 2021. The 2021 Child Tax Credit

will be increased from $2,000 per qualifying child to $3,000 ($3,600 for children under

the age of six). Half of this enhanced Child Tax Credit will be paid in monthly advanced

payments to taxpayers who qualify with the remaining half claimed on the taxpayer’s

return in 2022.  Not everyone qualifies for this increased amount. Single filers earning

less than $75,000 per year, heads of household earning less than $112,500 per year and

married couples earning less than $150,000 a year will be eligible for the full amount. 

The amount you receive will phase out for

higher incomes. 

What if you had a baby in 2021, like me? You

can use the IRS Update Portal to add your

child’s information and begin receiving the

advance payments. Or you can wait until you

file your tax return in 2022 to claim the full

amount of the credit, if eligible. 

There are a few reasons you may choose to opt-

out of these advanced payments. You have until

three days before the first Thursday of the

following month to unenroll from payments.

You may choose to unenroll if you think you

will phase-out of the enhanced amount based on

2021 income or you share custody and claim

your child on alternating years. 

The IRS is not going to be forgiving of overpayments like they were with stimulus checks. If

you receive amounts you do not qualify for, you will be expected to pay them back when you

file your 2021 return. The advance payment of the Child Tax Credit can be a great way to get

a head start on using the credits you usually receive on your tax return. The purpose of the

advanced payments is to help families with expenses such as rent, food, and childcare during

the pandemic. However, these funds can be put to work for you by paying off high-interest

debt or used to fund investments geared towards your child such as a 529 Plan or UGMA or

UTMA savings account. 
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