
ECONOMIC IMPACT PAYMENTS (CARES Act and ACRRA) 
 

CARES Act 
 

Under the Coronavirus Aid, Relief, and Economic Security (CARES) Act, the IRS automatically sent out economic 
impact payments (also called “EIPs” or “stimulus checks”) to taxpayers starting in April 2020.  If the IRS had the 
taxpayer’s direct deposit information on file, then the payments were directly deposited into the taxpayer’s bank 
account. 
 
Payments Not Subject to Tax 
 
Economic impact payments are treated as an advance against a 2020 federal tax credit. Therefore, they are not 
taxable for federal or state purposes. 
 
Payment Amounts 
 
The base credit amount is: 
• $1,200 per qualifying individual ($2,400 for married taxpayers filing jointly); plus 
• $500 per qualifying child (defined under IRC §152(c)) under the age of 17. 
 
The amount of the credit is phased out (but not below zero) by 5% of every dollar by which the taxpayer’s AGI 
exceeds the AGI thresholds (or $5 for every $100 over the AGI threshold) in the 
Following: 

Economic Impact Payment AGI and Phaseout Levels 
 

Filing status  Phaseout begins at AGI of …  Credit phased out at … 
Married filing joint $150,000    $198,000 if no children (add $10,000 for each 

qualified child) 
Head of household  $112,500     $146,500 if one child (add $10,000 for each 

Additional qualified child) 
Single and MFS  $75,000     $99,000 
 
AGI based on 2019 or 2018 Tax Return 
 
The AGI amounts are based on a taxpayer’s 2019 income tax return. If the taxpayer’s 2019 income tax return had not 
yet been filed at the time the payment was made by the IRS, then the taxpayer’s 2018 AGI was used.  
 
Credit Reconciliation on 2020 Return 
 
Taxpayers must reconcile the amount of the advanced credit received with the amount the taxpayer is due, based on 
the taxpayer’s 2020 income. This is similar to the premium tax credit reconciliation. However, unlike the premium tax 
credit reconciliation, no repayment is necessary.  This means taxpayers will not be required to repay any credit, 
even if their 2020 income was higher than 2018 or 2019. 
 

ACRRA (December 2020) 
 

The Additional Coronavirus Response and Relief Act (ACRRA) also provides another round of economic stimulus 
payments to qualified individuals in addition to those provided under the CARES Act. (ACRRA §272; IRC §6428A) 
However, there are some differences between payments authorized under the ACRRA and those authorized under 
the CARES Act as outlined in the upcoming chart. 
 



According to Treasury Secretary Mnuchin, these payments started going out the week of December 27, 2020. If a 
direct deposit account is not available, the IRS will mail a paper check. If available, payments will be directly 
deposited into: 
 
• Any account to which the payee authorized, on or after January 1, 2019, payments of tax refunds; 
• Any account belonging to a payee from which that individual, on or after January 1, 2019, made a payment of 
income taxes; or 
• Any Treasury-sponsored account (as defined in Sec. 208.2 of title 31 of the Code of Federal Regulations. 
 
Notices 
 
The ACRRA does require the IRS to send another notice notifying taxpayers of the amount of their additional stimulus 
payment. After the first round of stimulus payments authorized by the CARES Act, the IRS sent Notice 1444 to 
taxpayers within 15 days of issuing their payment. The notice notified the taxpayer of the amount they received and 
the method of delivery (direct deposit or paper check). The ACRRA requires the same information for the new round 
of notices. 
 
“Second round” EIPs are a Separate Credit 
 
Because the authorizations for the EIPs are made under different sections of the Internal Revenue Code, each round 
of EIPs is treated as its own separate credit. This means that the income thresholds apply separately to each credit, 
not on a cumulative basis. 
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