


  1 

 

 

 

© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG 
International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent 
member firms of the KPMG global organization. 

KPMG LLP on May 31, 2021, released a 117-page report [PDF 1.4 MB] containing analysis and 
observations of tax proposals in the Biden Administration’s FY 2022 budget. For ease of reference, 
KPMG has compiled summaries and observations relating to certain specific industries and topics in 
separate reports. This booklet highlights revenue proposals relating to individuals. Other booklets will 
address proposals relating to other topics. 
 
This booklet reflects developments and analysis as of June 15, 2021. For information regarding 
subsequent developments, read TaxNewsFlash-Legislative Updates.  
 

Background 
 
This report includes KPMG’s analysis of the Biden Administration’s individual income tax proposals as 
described in the “General Explanations of the Administration’s Fiscal Year 2022 Revenue 
Proposals” [PDF 884 KB] document prepared by the Department of the Treasury (“Treasury”), released 
on May 28, 2021. While the Biden Administration previously had provided a high-level overview of its 
individual income tax proposals in the “American Families Plan” Fact Sheet that was unveiled on April 
28, 2021, the Treasury document that was released on May 28, better known as the Green Book, 
outlines the Biden Administration’s proposals in greater detail than seen before, including information on 
proposed effective dates, Treasury revenue estimates, and design choices.  
 
During the presidential race of 2020, Biden actively campaigned on an ambitious tax plan. His campaign 
tax plan was in some ways centered on the idea that the major tax legislation enacted in 2017 typically 
called the Tax Cuts and Jobs Act (“TCJA”), championed by the Trump Administration, had cut taxes too 
much and in the wrong ways. Read KPMG’s detailed analysis of the TCJA [PDF 6.4 MB].  
 
As such, candidate Biden’s tax plan was built around raising the corporate tax rate, raising taxes on the 
foreign earnings of U.S. multinationals, and raising taxes on wealthy individuals (including increases in the 
ordinary and capital gains tax rates). The plan would then redirect that tax revenue to other priorities, 
such as infrastructure spending and support for middle and low-income earners.  
 
Since becoming president, Biden has continued to champion mostly the same ideas from his campaign, 
as reflected by the individual income tax provisions included in the American Rescue Plan Act (“ARPA”), 
which was signed into law on March 11, 2021. He has, however, focused his legislative efforts so far on 
a narrower set of tax proposals than in his campaign, while introducing several new proposals. 
 
The FY 2022 Green Book reflects the Biden Administration’s current tax priorities—signaling to Congress 
the administration’s view that these ideas are of greatest importance to President Biden’s current 
legislative agenda. With Congress gearing up to consider major tax and infrastructure legislation later this 
year, the Green Book ideas are likely to be central to those discussions. Biden Administration officials 
were, no doubt, keenly aware of this fact when developing these proposals.  
 
Finally, while the Green Book includes a great deal of information, it nevertheless leaves many questions 
unanswered. Those answers may be delayed pending actual legislative text from Congress, or, if 
legislation based on the proposals is enacted, post-enactment regulatory guidance from Treasury. But, 
for now, the Green Book reflects the most detailed exposition of the administration’s current legislative 
priorities for the U.S. tax system.  
 
With that in mind, what follows in this document is KPMG’s detailed explanation of the Green Book’s tax 
proposals that are most likely to be of interest to individual taxpayers. This analysis includes observations 
on what the Biden Administration’s proposals might mean for individual taxpayers, observations on what 
the proposals include, and, often, observations on what they do not.  
 

https://assets.kpmg/content/dam/kpmg/us/pdf/2021/05/tnf-biden-fy-2022-budget-may31-2021.pdf
https://home.kpmg/us/en/home/insights/2015/03/taxnewsflash-legislative-updates.html
https://home.treasury.gov/system/files/131/General-Explanations-FY2022.pdf
https://home.treasury.gov/system/files/131/General-Explanations-FY2022.pdf
https://www.whitehouse.gov/briefing-room/statements-releases/2021/04/28/fact-sheet-the-american-families-plan/
https://home.kpmg/content/dam/kpmg/us/pdf/2018/02/tnf-new-law-book-feb6-2018.pdf
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https://www.congress.gov/bill/117th-congress/house-bill/1068








  18 

 

 

 

© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG 
International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent 
member firms of the KPMG global organization. 

oil or gas property. The administration’s proposal would appear to treat an investment in a working 
interest in oil or gas property on par with other passive investments. 
 

Tax credits  
Extend the ch i ld  tax cred it  increase through 2025 and make permanent fu l l  

refundabi l i ty  
 
Taxpayers may claim a child tax credit (CTC) for each qualifying dependent child with the appropriate 
taxpayer identification number (TIN). The value of the CTC, the amount of any refundable portion of the 
CTC, the age of a qualifying dependent child, and TIN requirements, vary based on the tax year due to 
the temporary provisions within the 2017 tax law known as the TCJA and the temporary provisions 
within ARPA. 
 
For the 2021 tax year, the CTC a taxpayer may claim is made of up of two components; the CTC that 
was enacted by the TCJA, effective for tax years 2018 through 2025 and the increased CTC provided for 
in ARPA, effective for the 2021 tax year only. 
 
CTC allowed under the TCJA: Effective for tax years 2018 through 2025, excluding tax year 2021  
 
Taxpayers may claim a CTC of up to $2,000 per qualifying dependent child under the age of 17 with a 
Social Security Number (SSN). The credit is generally refundable up to $1,400 per qualifying dependent 
child if the taxpayer has earned income of up to $2,500 and does not claim the foreign earned income 
exclusion. The TCJA also created a new, nonrefundable $500 credit for nonqualifying child dependents 
(ODTC). Under the TCJA, the CTC and ODTC together are phased out by $50 for each $1,000 by which a 
taxpayer’s modified adjusted gross income (MAGI) exceeds $200,000 ($400,000 for married couples 
filing jointly).  
 
CTC allowed under ARPA: Effective for tax year 2021 
 
For tax year 2021 only, ARPA:  
 
• Increased the CTC amount to $3,000 per qualifying dependent child age six and older and $3,600 per 

qualifying dependent child under the age of six,  
• Increased the age limit of a qualifying child to include a dependent child under the age of 18,  
• Made the CTC fully refundable for taxpayers with a principal place of abode in the United States for 

more than one-half the tax year, and  
• Removed the earned income requirement.  
 
ARPA did not modify the ODTC. 
 
ARPA created a new phase-out range for the additional $1,000 per qualifying child (or $1,600 per 
qualifying child under age six) credit amount provided under ARPA. The additional credit amount is 
phased out by $50 for each $1,000 by which a taxpayer’s MAGI exceeds $75,000 ($112,500 for head of 
household; $150,000 for married couples filing jointly). The remaining $2,000 CTC amount allowed under 
the TCJA is phased out by $50 for each $1,000 by which a taxpayer’s MAGI exceeds $200,000 ($400,000 
for married couples filing jointly).  
 
ARPA directed the Treasury to establish a temporary program for making advanced periodic payments to 
taxpayers during 2021. These payments may equal up to 50% of what the Treasury estimates to be the 
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Tax years before and after the 2021 tax year  
 
Under current law, for tax years before and after the 2021 tax year, the CDCTC is nonrefundable. An 
eligible taxpayer is allowed a maximum credit of up to 35% of up to $3,000 in eligible expenses for one 
qualifying individual (or $6,000 in eligible expenses for two or more qualifying individuals). A qualifying 
individual includes a qualifying dependent child under the age of 13, or a spouse or other dependent who 
is physically or mentally incapable of caring for himself or herself and who has the same principal abode 
as the taxpayer for more than one-half of the tax year.  
 
A taxpayer is eligible to exclude up to $5,000 in employer-provided dependent care assistance. In 
computing the CDCTC, the eligible expense limitation is reduced by any employer-provided dependent 
care benefits that are excluded or deducted from an eligible taxpayer’s income.  
 
An eligible taxpayer’s maximum reimbursement percentage is reduced by one percentage point for each 
$2,000 (or fraction thereof) by which the taxpayer’s adjusted gross income (AGI) exceeds $15,000, until 
the taxpayer’s maximum reimbursement percentage reaches 20% at AGI of $43,000. This 20% rate 
continues to apply at all income levels above $43,000.  
 
Tax year 2021  
 
ARPA made special, temporary modifications to the CDCTC for the 2021 tax year. For tax year 2021, the 
CDCTC is fully refundable for eligible taxpayers with a principal abode in the United States for more than 
one-half of the 2021 tax year. Additionally, the maximum reimbursement percentage is increased from 
35% to 50% for 2021, and the eligible expense limitation is increased from $3,000 to $8,000 for one 
qualifying individual (and from $6,000 to $16,000 for two or more qualifying individuals).   
 
ARPA applies a two-part phase-out to the reimbursement percentage phase out for tax year 2021. An 
eligible taxpayer’s maximum reimbursement percentage is reduced by one percentage point for each 
$2,000 (or fraction thereof) by which the taxpayer’s AGI exceeds $125,000, until the taxpayer’s 
maximum reimbursement percentage reaches 20% at AGI of $183,000. This 20% rate applies at all 
income levels below $400,000. An eligible taxpayer’s maximum reimbursement percentage begins 
decreasing again by one percentage point for each $2,000 (or fraction thereof) by which AGI exceeds 
$400,000 and is reduced to zero at AGI in excess of $438,000.  
 
ARPA increased the exclusion for employer-provided dependent care assistance to $10,500. It also 
provides for a reimbursement for the cost or value of the refundable CDCTC for U.S. territories.  
 
Proposal  
 
The proposal would make permanent the temporary modifications to the CDCTC for the 2021 tax year 
that were enacted in ARPA. The proposal would also establish a number of reporting requirements with 
respect to the CDCTC, including adding the CDCTC to the list of credits subject to paid preparer due 
diligence requirements, requiring taxpayers to provide certain information about the organizations or 
persons providing the care, and establishing an information return requirement for agencies that provide 
childcare subsidies.  
 
This proposal would be effective for tax years beginning after December 31, 2021. 
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Make permanent the expansion of  the earned income tax cred i t  (E ITC) for workers 

without qua l i fy ing ch i ldren 
 
The earned income tax credit (EITC) supports low to moderate income working families by providing a 
refundable credit to reduce tax liability. The EITC provides a credit equal to a percentage of worker’s 
earnings up to a maximum credit. Both the maximum credit and the credit rate vary by family size, with 
the result that larger families receive a larger credit. For 2021, ARPA enacted a number of provisions 
expanding EITC eligibility for workers without qualifying children (childless workers). 
 
For childless workers, ARPA provided a number of temporary EITC changes effective only for 2021, 
including: 
 
• Lowering the minimum age from 25 to 19 (18 for certain former foster and homeless youth) 
• Eliminating the maximum age at which the credit was available (age 64) 
• Increasing the maximum credit available from $543 to $1,502  
• Increasing the income threshold for single filers from $15,980 to $21,430 and from $21,920 to 

$27,370 for married taxpayers filing jointly 
 
Beginning in 2021 and effective for all subsequent years, ARPA provided that taxpayers with children 
who would otherwise qualify for the EITC but for the fact that the children do not have a social security 
number may claim EITC as childless workers.  
 
Proposal 
 
The proposal would make permanent the expanded EITC for childless workers enacted in ARPA and 
would provide that various phase-in and other income ranges would be indexed for inflation. 
 
This proposal would be effective for tax years beginning after December 31, 2021. 
 

Employer-provided benefits 
Increase the employer-prov ided ch i ldcare tax cred it  for bus inesses 
 
The administration’s proposal would expand the business credit under section 45F for an employer-
provided childcare facility.  
 
Currently, section 45F allows an employer a credit of 25% of qualified care expenses and 10% of referral 
expenses, for a maximum annual credit of $150,000. Qualified expenses include acquisition, 
construction, rehabilitation or expansion of properties, operating costs, or contracting with a qualified 
childcare facility to provide services for the taxpayer’s employees.  
 
The administration’s proposal would increase the allowed tax credit to 50% of the first $1 million of 
qualified care expenses, for a maximum business credit of $500,000. The proposal would leave the 10% 
credit for referral expenses unchanged with a limit of $150,000. The proposal would be effective for tax 
years beginning after December 31, 2021. 
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income tax returns filed by a tax return preparer that reasonably expects to file over 10 individual income 
tax returns during the calendar year. See section 6011(e)(3).  
 
The administration indicates that expanding e-filing would help enhance the IRS’s selection of returns for 
audit, facilitate the IRS’s compliance risk assessment process, particularly with respect to large or 
complex business entities and certain types of transactions that may warrant greater scrutiny.  
 
The administration’s FY 2022 proposal would require e-filing of returns reporting larger amounts or that 
are complex business entities, including:  
 
1) Income tax returns of individuals with gross income of $400,000 or more 
2) Income, estate, or gift tax returns of all related individuals, estates, and trusts with assets or gross 

income of $400,000 or more in any of the three preceding years 
3) Partnership returns for partnerships with assets or any item of income of more than $10 million in 

any of the three preceding years 
4) Partnership returns for partnerships with more than 10 partners 
5) Returns of REITs, REMICs, RICs, and all insurance companies 
6) Corporate returns for corporations with $10 million or more in assets or more than 10 shareholders 
 
In addition, the proposal would require e-filing of the following forms:  
 
1) Forms 8918, Material Advisor Disclosure Statement 
2) Forms 8886, Reportable Transaction Disclosure Statement 
3) Forms 1042, Annual Withholding Tax Return for U.S. Source Income of Foreign Persons 
4) Forms 8038-CP, Return for Credit Payments to Issuers of Qualified Bonds 
5) Forms 8300, Report of Cash Payments Over $10,000 Received in a Trade or Business 
 
Furthermore, the proposal would require return preparers that expect to prepare more than 10 
corporation or partnership returns to e-file these returns.  
 
Moreover, the proposal would provide the Secretary with authority to require additional returns, 
statements, and other documents to be e-filed.  
 
The proposal does not include an effective date. 
 
Improve information reporting for reportable payments subject to backup 
withholding  
 
In general, a reportable payment is not subject to backup withholding if the payee furnishes a taxpayer 
identification number (“TIN”) to the payor prior to the time payment is made, and in the manner required. 
Currently, the IRS may only require that the payee furnish their TIN under penalties of perjury with 
respect to interest, dividends, patronage dividends, and amounts subject to broker reporting. 
Accordingly, payees of these reportable payments are generally required to provide payors with their TIN 
using a Form W-9, Request for Taxpayer Identification Number and Certification, under penalties of 
perjury. Payees of other reportable payments subject to backup withholding generally may furnish their 
TINs without doing so under penalties of perjury. This applies to payments under sections 6041 
(payments made in the course of the requester’s trade or business for rents, goods (other than bills for 
merchandise), medical and health care services (including payments to corporations)), 6041A (payments 
to a nonemployee for services), 6050A (payments to fishing boat crews), 6050N (royalty payments), and 
6050W (payments made in settlement of payment card and third party network transactions).  
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Revise the g loba l  m in imum tax reg ime,  d isal low deduct ions att r ibutable  to exempt  

income, and l imit  invers ions  
 
Revise the global minimum tax regime 
 
The Green Book contains several reforms aimed at ensuring a taxpayer’s global income is subject to a 
minimum rate of tax. In part, these reforms would be implemented through modifications to the 
operation of the “global intangible low-taxed income” (GILTI) regime, currently prescribed under section 
951A, and through the expansion of section 265, which generally disallows deductions that are 
attributable to income exempt from U.S. federal income tax. The administration believes these reforms 
will serve inter-related policy goals: (1) reduce the incentive to locate operations abroad; (2) reduce 
incentives to locate operations in jurisdictions that impose a low rate of tax; and (3) reduce the extent to 
which the U.S. subsidizes operations in other jurisdictions by eliminating deductions against U.S. federal 
income tax liability where the related expenses support foreign operations the gross income from which 
is wholly or partially exempt from U.S. federal income tax. 
 
Section 951A, commonly referred to as the GILTI regime, requires a U.S. shareholder of a CFC to include 
such CFC’s tested income currently in its gross income regardless of whether such income is in fact 
repatriated to the United States. Under current law, the computation of a U.S. shareholder’s GILTI 
inclusion is made on an aggregate basis across all of its CFCs by reducing the U.S. shareholder’s pro rata 
share of CFC tested income by its pro rata share of CFC tested losses. Additionally, a taxpayer’s GILTI 
inclusion is reduced by its net deemed tangible income return. That net deemed tangible income return 
is 10% of a CFC’s QBAI when the CFC has tested income for the year, reduced by certain interest 
expense taken into account in determining net CFC tested income. Further, corporate U.S. shareholders 
are currently allowed a deduction pursuant to section 250 equal to 50% of their GILTI inclusion, subject 
to an overall taxable income limitation. Any amount of a CFC’s tested income that does not result in a 
GILTI inclusion (on account of the offset of such income that results from QBAI or a tested loss of 
another CFC) may result in E&P (exempt E&P) that may be repatriated to a 10% corporate shareholder 
without being subject to U.S. tax if the corporate shareholder qualifies for a DRD under section 245A.  
 
A U.S. corporate shareholder (or, when a section 962 election is made, the applicable individual 
shareholder) may elect to claim a foreign tax credit for the foreign income taxes that it is deemed to pay 
pursuant to section 960(d). That section reduces the amount of foreign income taxes the U.S. 
shareholder would otherwise be deemed to have paid by 20%. Because a taxpayer’s foreign tax credit 
limitation is currently calculated under section 904(d) on an aggregate basis with respect to all of its 
income in the GILTI basket, a taxpayer may utilize foreign taxes deemed paid by it in a high-tax 
jurisdiction to offset residual U.S. income tax on tested income earned by a CFC in a jurisdiction with a 
lower effective tax rate (referred to as “cross-crediting”).  
 
Finally, a U.S. corporation may incur deductions in respect of expenses that support, or are otherwise 
attributable to, its foreign operations, including where the foreign income results in exempt E&P. 
Currently, there is no direct limitation on the ability to deduct such expenses. Such expenses, however, 
may affect a taxpayer’s foreign tax credit limitation via section 904(b)(4), which currently provides that 
income and expenses attributable to exempt E&P are not taken into account in determining a taxpayer’s 
limitation in the relevant section 904 basket. 
 
Elimination of QBAI and reduction of the section 250 deduction  
 
The administration’s proposal would eliminate QBAI and reduce a corporate U.S. shareholder’s section 
250 deduction with respect to its GILTI inclusion from 50% to 25%. 
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Limit the ability of domestic entities to expatriate 
 
Section 7874 applies to the direct or indirect acquisition of the properties of a domestic corporation or a 
domestic partnership (each, a “domestic entity”) by a foreign corporation (a “foreign acquiring 
corporation”) if, pursuant to a plan or a series of related transactions, the following requirements are 
satisfied: 
 
• The foreign acquiring corporation directly or indirectly acquires substantially all of the properties 

directly or indirectly held by a domestic corporation or substantially all of the properties constituting a 
trade or business of a domestic partnership (each such acquisition, a “domestic entity acquisition”);  

 
• After the acquisition, at least 60% of the stock in the foreign acquiring corporation (by vote or value) 

is held by the former shareholders or the former partners of the domestic entity by reason of holding 
their stock or interests in the domestic entity (such percentage, the “ownership percentage”); and  

 
• As of the date the acquisition and all related transactions are complete, the expanded affiliated group 

(“EAG”) that includes the foreign acquiring corporation does not have substantial business activities 
in the foreign country in which, or under the laws of which, the foreign acquiring corporation is 
created or organized when compared to the EAG’s total business activities (the “FSBA 
requirement”). 

 
The FSBA requirement is satisfied if the EAG that includes the foreign acquiring corporation does not 
have at least 25 % of its employee base (by headcount and payroll), tangible asset base, and third-party 
revenue base located or derived in the jurisdiction where the foreign acquiring corporation is created or 
organized and the foreign acquiring corporation is a tax resident of such jurisdiction.  
 
Under current law, if the above requirements are satisfied and the ownership percentage is less than 
80% (a “partial inversion”), then the foreign acquiring corporation is respected as a foreign corporation 
for U.S. tax purposes, but the domestic entity, U.S. persons related to the domestic entity, and U.S. 
persons that own shares in the foreign acquiring corporation are subject to certain adverse U.S. tax rules. 
If the ownership percentage is at least 80 % (a “complete inversion”), then the foreign acquiring 
corporation is treated as a domestic corporation for all purposes of the Code.  
 
The administration’s anti-inversion proposal is substantially similar to the anti-inversion proposal in the 
FY17 Green Book, although the administration’s anti-inversion proposal includes a provision related to the 
treatment of certain distributions, as described below, that was not included in the FY17 Green Book. It 
also generally aligns with bills proposed this year by Senator Whitehouse and Representative Doggett 
(collectively, the “Doggett Bill”), Senator Sanders (the “Sanders Bill”), and Senator Durbin (the “Durbin 
Bill”), with certain significant differences described below. The proposal would expand the scope of 
section 7874 in three important respects:  
 
Reduction of the complete inversion ownership percentage: The proposal would reduce the requisite 
ownership percentage for a complete inversion under the current rules from at least 80 % to greater than 
50% and eliminate the current rules regarding partial inversions. Treasury explained that reducing the 
ownership percentage for complete inversions is necessary because the partial inversions rules do not 
sufficiently deter taxpayers from completing partial inversions. Treasury further explained that “[t]here is 
no policy reason to respect an inverted structure when the owners of a domestic entity retain a 
controlling interest in the group.” 
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