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SPECIAL REPORT
Highlights President Signs Year-End
Agreement on Pandemic Relief,
Stimulus, and Extenders

Late in the day on December 20, 2020, leaders in Congress announced that they
had reached an agreement on a new round of relief for the ongoing COVID-19
pandemic and economic stimulus. The Consolidated Appropriations Act, 2021
finally took shape after several days of negotiations between the Democrats and
GOP on Capitol Hill. The passage of the bill, as well as the negotiations, were
closely tied to passage of an omnibus appropriations bill for the federal govern-
ment for the 2021 fiscal year. Congress passed several short-term extensions of
the appropriations bill to avoid a shutdown as the COVID-19 stimulus package
was negotiated. The bill was approved in the House on December 21 by a vote
of 327 to 85 and later passed in the Senate by a vote of 92-6. While Congress
Inside was finishing business on the omnibus package, it passed another short-term
appropriations bill, extending the deadline to avoid a shutdown to December 28,
The White House, on December 21, indicated that President Trump was
Economic Aid to Hard-Hit Small Businesses, expected to sign the appropriations bill. However, Trump voiced his displeasure
Nonprofits, and Venues Act........euuiniieiennn. 3 with the bill the following day, indicating he may not sign it into law. Due to the
size of the legislation, it took some time to “present” the bill to the President for
signature as required by the Constitution. The President finally received the bill
Taxpayer Certainty and Disaster Tax on Christmas Day, and showed no sign he intended to sign the bill. Over the long
REUET ACt OF 2020 v miremomm s holiday weekend, members of Congress on both sides of the aisle urged the
President to sign the bill. Finally, late on December 27, he relented, and signed
the bill into law. It is unclear what prompted the President to change his mind.
The act includes several extensions of popular provisions of earlier COVID relief
and stimulus acts passed in 2020. This includes additional loans under the Paycheck
Protection Program (PPP) (including the allowance of a second round of loans for
certain small businesses), relief for the hard-hit transportation industry, additional
funding for programs related to vaccines and virus testing, and further expansion
of federal unemployment assistance (providing $300 a week in unemployment
payments, half of the amount received under the acts passed in the spring).

¢ Trump Signs Bill After Voicing
Displeasure With Content

v/ Second, But Reduced, Stimulus
Payment

v Extension of Many Earlier COVID-19
Relief Provisions

v/ Extenders Included; New Expirations
Vary
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Q COMMENT. Both sides gave up priorities in coming to the agreement,
with Democrats withdrawing demands to provide aid to state and local
governments struggling due to lost sales tax revenue resulting from a
reduction in economic activity and the GOP not including COVID-related
liability protection for employers. Senate Majority Leader Mitch McConnell,
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R-Ky. pointed out in his weekly press conference on
December 15th, “We can live to fight another day on
what we disagree on, but we ought to agree to go
forward on what we can agree on.”

Q COMMENT. President-Elect Joe Biden has
described the agreement as a “down payment”
on relief and stimulus he will seek after he is
inaugurated on January 20, 2027; a sentiment
that Democratic lawmakers have echoed. Several
GOP leaders in Congress have indicated their
disagreement with that outlook.

“President-Elect Joe Biden has described
the agreement as a “down payment”

on relief and stimulus he will seek after
being inaugurated on January 20, 2021.”

There are numerous tax provisions in the omnibus
act, generally contained within one of four named acts
contained within the massive legislation: the COVID-19-Re-
lated Tax Relief Act, the Economic Aid to Hard-Hit Small
Businesses, Nonprofits, and Venues Act, the No Surprises
Act, and the Taxpayer Certainty and Disaster Tax Relief Act
of 2020. From a tax standpoint, there are not many new
provisions providing new forms of stimulus and relief.
However, several small changes are made to provisions
of the Famities First Coronavirus Response Act and the
Coronavirus Aid, Relief, and Economic Security (CARES) Act,
while also extending them beyond their initial expiration
date. It does include another round of direct payments to
taxpayers, extensions of the charitable contribution provi-
sions and employee retention tax credit, relief for lower
income taxpayers on tax credits, and a clarification of the
treatment of business expenses for small businesses with
forgiven PPP loans. The act also includes an extension of
popular individual and business tax breaks scheduled to
expire at the end of 2020.

COVID-19-RELATED TAX RELIEF ACT

The COVID-19-Related Tax Relief Act includes the
extensions and expansions of tax-relief contained in the

Families First Coronavirus Response Act and the CARES Act.

t also includes some new provisions aimed at providing
tax relief to taxpayers suffering medical and economic
hardships due to the ongoing COVID-19 pandemic
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Recovery Rebates/Direct Stimulus Payments

Just as with the CARES Act in March, the act includes a
direct payment to taxpayers in an effort to stimulate a
flagging economy. The provision was a late addition to the
package, in response to demands from several lawmakers
on both sides of the aisle.

Unlike the Economic Impact Payments (also known as
Recovery Rebate Credits) provided in the CARES Act, these
payments are only $600 per individual, where the earlier
round in the spring provided a $1,200 payment per indi-
vidual. However, families can claim the full $600 amount
for child dependents, where the credit was limited to $500
for children in the previous round of payments.

Otherwise, the direct payments are generally structured
as they were in the spring. The payment is actually a credit
against 2020 taxes, and begins to phase out for individuals
with adjusted gross income in 2019 in excess of $75,000
($150,000 for joint filers). The amounts do phase out faster
than the earlier payment, so fewer taxpayers will receive
direct payments this time around

Q COMMENT. The phaseout of the 51,200 direct
payments under the CARES Act was also calculated
based on 2019 income. However, because that
provision came into effect well before the extended
July 15 filing deadline for 2019 taxes, the calculation
could instead be based on 2018 returns where 2019
return information was not yet available. This new
$600 payment does not make a similar concession.
Thus, a taxpayer whose income increased from 2018
to 2019 may not be eligible for a proportionally
similar payment of the second credit.

This new direct payment has an impact on joint filers
where one of the married persons is a nonresident alien;
taxpayers left out of the direct payment under the CARES
Act. A provision makes such taxpayers eligible for the
direct payments under this act, but also makes them
retroactively eligible for payments under the CARES Act.
Some other modifications were made in an effort to make
the payments more widely inclusive.

Q COMMENT. This seemed to be the provision

that had drawn the ire of President Trump more than
any other, as he spent the week after the bill passed
demanding that the payments be $2,000 rather than
$600. Democrats in the House attempted to pass a bill
increasing the amount by unanimous consent (a great
majority of House members had left for the holiday),
but it was blocked. A White House statement issued in
conjunction with the signing stated that, “Much more
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