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The Child Support Federal Tax Offset of CARES Act Economic Impact Payments


The Coronavirus Aid, Relief, and Economic Security Act (CARES Act; P.L. 116-136, enacted March 27, 2020) includes direct payments to individuals in 2020—referred to by the Internal Revenue Service (IRS) as "economic impact payments" ($1,200 per adult/$2,400 per couple filing a joint return; $500 for dependent children). These payments are structured as tax credits automatically advanced to households that meet certain criteria. Receiving a recovery rebate in 2020 will not affect a taxpayer's 2020 income tax liability or tax refund, and taxpayers will generally not need to repay the rebate.

Section 2201(d) of the CARES Act provides that these payments cannot be offset for past due debts to federal agencies, past due state income tax debt, or unemployment compensation debt, but it does not exempt those payments from offset for past-due child support for cases enforced by the Child Support Enforcement (CSE) program. This Insight briefly summarizes how the CSE federal tax refund offset mechanism generally operates and the guidance provided by the Office of Child Support Enforcement (OCSE) and the Department of the Treasury for the offset of these direct payments.

Overview of the CSE Federal Tax Offset

All 50 states, the District of Columbia, Guam, Puerto Rico, the Virgin Islands, and 60 tribal nations operate CSE programs pursuant to Title IV-D of the Social Security Act. The program is federally administered by OCSE in the Administration for Children and Families (Department of Health and Human Services). The program is estimated to handle the majority of all child support cases; the remaining cases are handled by private attorneys, collection agencies, or through mutual agreements between parents. In FY2018, the program served 14.7 million children (about 20% of children in the United States) and collected an estimated $34 billion in child support, of which $7.7 billion was for obligations that were past-due ("arrears"). The amount of arrears paid were about 7% of the $118.1 billion in cumulative arrears owed to cases enforced by the program.

One of the enforcement methods available to the CSE program for collecting past-due support is intercepting federal income tax refunds pursuant to Section 464 of the Social Security Act, and Section 6402(c) of the Internal Revenue Code. For a refund to be subject to the "tax offset," the child support arrears owed by a child support obligor (which may be combined from multiple cases for the same obligor) must be at least


	$150 for cases where the custodial family receives cash payments under the Temporary Assistance for Needy Families (TANF) program or where the child receives assistance through the IV-E foster care program, or

	$500 for all other types of child support cases ("non-TANF" or "Medicaid-only").



In FY2018, the tax offset mechanism is estimated to have yielded $1.6 billion in collections.

The tax offset mechanism, which is part of the Federal Collections and Enforcement Program, operates through a partnership between OCSE and the Department of the Treasury. According to OCSE, after it transmits to the Treasury information on qualifying obligors, those obligors are sent a Pre-Offset Notice that includes the amount of arrears that are owed at that time of the notice and how to contest that amount. When the Treasury ultimately processes the refund and intercepts the past-due support, it notifies the obligor of the offset and sends the funds to the relevant state child support program via OCSE. The amount that is offset may be based on more up-to-date information about the arrears that are owed than the amount listed in the Pre-Offset Notice.

When the state CSE program receives the offset—usually within two or three weeks of the intercept—it may wait to disburse the funds for up to six months from when they were withheld from a joint tax return because the portion of the refund owed to the "non-obligated" spouse may be recouped. (Non-obligated spouses may file an Injured Spouse Allocation Form 8379 with the IRS, either with the tax return or after the offset has occurred.)

Collections from the tax offset are subject to the normal distribution rules that apply to CSE collections. For custodial families that have never received TANF cash assistance, the funds generally go to the family. Collections made on behalf of current TANF families are assigned to the state and generally retained to reimburse the state and federal government for the cost of assistance. For former TANF families where past-due support is owed both to the family and the state (from the time that the family received TANF benefits), a state may opt to pay support owed to the family prior to recouping any amount owed to the state (referred to as "family first" rules). According to the National Child Support Enforcement Association, only a few states and territories distribute tax refund collections for former TANF families under this option, meaning that "nearly all states and territories continue to apply such refunds to any state-assigned debt before past-due support owed to the family."

CARES Act Economic Impact Payments

OCSE and the Treasury have confirmed that these payments are generally subject to CSE tax offset procedures, including the minimum amount of past-due support that is required for the offset to occur (see above). The entire economic impact payment may be offset up to the amount of the child support debt owed.

Additional guidance has been provided for situations where the Economic Impact Payment is received jointly with a spouse who does not owe the child support debt. In such cases, in order to receive their portion of the payment, those spouses may file an Injured Spouse Allocation Form 8379. In cases where individuals who are married filing jointly already included Form 8379 with their 2019 tax filing (or 2018 filing if the 2019 return has not been filed), half of the total Economic Impact Payment will be sent to the non-obligated spouse; only the obligated spouse's half of the payment will be offset for the past-due support. In these cases, the Treasury directs "there is no need to file another injured spouse claim for the payment."




EPUB/nav.xhtml

The Child Support Federal Tax Offset of CARES Act Economic Impact Payments

		The Child Support Federal Tax Offset of CARES Act Economic Impact Payments





  
    		
      Cover
    


  





EPUB/media/media/20200424_IN11322_c31ad9cd6b24601ce71f3147406c2d7b9ae2b691.png
Congressional
== ‘Research Service INSIGHT |

Informing the legilative dsbate since 1914

The Child Support Federal Tax Offset of
CARES Act Economic Impact Payments

Jessica Tollestrup
Specialist in Social Policy

Updated April 24,2020

“The Coronavins Aid, Relet, and Ecomomic Securiy Act (CARES Act PL. 116-136, enacted March 27,
2020) includes dirct payments o individusls in 2020 efered o by th Incenal Revenue Servic (RS
s sconamic mpact payments” (51,200 per adltS2.400 percouple ling a ot reurn: 300 for
dependent children). These paymentsar srutured a ta credits automaticaly dvanced o houscholds
that meet ceran eriteria, Receiving a ecovery rbate in 2020 il not aect a axpayer's 2020 income:
{ax ity or o refund,and taxpayers will gencrlly not need o repay the ebate,

cction 2201(d) of the CARES Actprovids that these payments cannot be offet for past due debis
federalagencies, pastdue s income tax deb,or unemploymen: compensaton debt, but i docs ot
excanp those paymens rom offct forpast-duc child suppart for cases cnforeed by the Child Support
Enforcement (CSE) program. ThisInsightbrclly summarizes how the CSE federal x refund ffet
mechanism geneally operatcs and the guidance provided by the Ofic of Child Support Enforcement
(OCSE)and the Departnent o e Treasury for the offet ofthese dirct payments.

Overview of the CSE Federal Tax Offset

LSO states,the Disiet of Columbia, Gam, Purto Rico,the Vingn slads, and 60 bl nations
operste CSE programs pursuant o Tik 1V-D of th Social Sccurity Act. Theprogram i federally
sdministered by OCSE 1 the Adminisirtion for Children snd Familes (Depariment of Health nd
Human Service). The program i cstimated to hanle the msjority of all hid suppor cases;the
remmalning cass are handled by private atomeys, collcton agencie,orthrough mutal arecrnents
etween parents. In FY2018, he program served 14.7 million hidren (bout 0% of childeen n the
United States) and collcted n estimated $34 billion in child support, of which §7.7 billon was for
oblgarions that wer past-due ("aars”). The amount of arearspaid were bout % of e $115.1 bion
o cumuative amears v 1o cases enforce by the program.

Congressional Research Service
wewarsgov

N






