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The Health and Economic Recovery Omnibus Emergency Solutions Act (HEROES Act; H.R. 6800), as passed by the House on May 15, 2020, proposes new direct payments to individuals, which the bill text refers to as "additional recovery rebates to individuals." Direct payments were included in the Coronavirus Aid, Relief, and Economic Security Act (CARES Act; P.L. 116-136), which was signed into law on March 27, 2020. This Insight provides a brief overview of the additional direct payments included in the HEROES Act. (The HEROES Act would also modify the direct payments in the CARES Act. These changes are summarized in a companion Insight).

Payment Amount

The HEROES Act direct payments would equal $1,200 per eligible individual ($2,400 for married taxpayers filling a joint return). Taxpayers would also receive $1,200 for each dependent, up to three dependents. Hence, the largest payment would be $6,000 for a married couple with three or more dependents. These payments are in addition to the CARES Act direct payments.

The payment amount would phase out at a rate of 5% of adjusted gross income (AGI) above $75,000 ($112,500 for head of household filers and $150,000 for married joint returns). An illustration of the amount of the rebate by income level is provided in the figure below






	



	



	







Eligibility

Generally, an eligible individual would be any individual except 


	a nonresident alien,

	an individual who can be claimed as a dependent by another taxpayer, and

	an estate or trust.



While a dependent would be ineligible for the payment themselves, the taxpayer who claims them as a dependent would be eligible for an additional $1,200. Dependents are often children who live with the taxpayer, but also can include college students, disabled relatives, or a taxpayer's parent(s). An eligible dependent would fulfill the requirements set forth in Internal Revenue Code (IRC) Section 152.

Taxpayer Identification (ID) Requirements

Taxpayers would be required to provide a taxpayer ID for themselves, their spouse (if married filing jointly), and any dependents in order to receive the $1,200 payment associated with that individual. For most individuals, their taxpayer ID is their Social Security number (SSN). Individuals without an SSN would be required to provide an individual taxpayer identification number (ITIN). ITINs are issued by the Internal Revenue Service (IRS) to enable noncitizens without SSNs to file tax returns, pay taxes, and otherwise comply with federal tax law.

Payments Structured as Advanced Refundable Tax Credits

As with the CARES Act payments, the HEROES Act payments would be structured as new one-time refundable tax credits for 2020 that would be advanced, so that payments could be received this year. To facilitate implementation, the bill would direct the IRS to use information from a 2019 income tax return, or if not available, a 2018 income tax return, to calculate the payment amount (with certain exceptions described below) and automatically issue the payments.

Impact on Tax Liabilities, Refunds, and Eligibility for Means-Tested Programs

Receiving a HEROES Act direct payment in 2020 would not affect a taxpayer's 2020 federal income tax liability (i.e., it would not be subject to taxation) or tax refund.

In addition, if, when taxpayers file their 2020 income tax returns in 2021, they find that the direct payment is greater than the credit they are eligible for, then they will not be required to repay the excess amount. In contrast, if the direct payment is less than the actual credit, then taxpayers will be able to claim the difference on their 2020 income tax returns.

As with any tax credit, these payments do not count as income or resources for a 12-month period in determining eligibility for, or the amount of assistance provided by, any federally funded public benefit program.

Eligible Social Security, SSI, Railroad Retirement, or VA Beneficiaries Who Do Not File a Tax Return

Under current law, individuals with gross income less than the standard deduction amount are not required to file a federal income tax return. For eligible individuals who did not file a 2019 or 2018 income tax return and who were recipients of Social Security, Supplemental Security Income (SSI), Railroad Retirement, or certain Department of Veterans Affairs (VA) benefits prior to enactment, Treasury would be directed to automatically issue payments based on information provided by the Social Security Administration (SSA), Railroad Retirement Board (RRB), or VA.

Representative Payees

If a direct payment for a specified Social Security, SSI, Railroad Retirement, or VA beneficiary was issued to a payee or fiduciary, it would be provided to the entitled beneficiary or used only for the benefit of the entitled beneficiary. Payees and fiduciaries who manage the direct payment would be subject to the same enforcement provisions that apply to SSA, RRB, or VA benefits.

Outreach to Other Nonfilers

Low-income individuals and families, especially workers without children, may not have filed a 2018 or 2019 income tax return and thus would not automatically receive a direct payment. The bill would instruct the Treasury to coordinate "a robust and comprehensive" outreach campaign coordinated with other agencies and stakeholders to ensure eligible nonfilers received these direct payments.

Other Provisions


	Exemption from Reduction or Offset for Past-Due Debts: The HEROES Act would prohibit the Treasury from offsetting—i.e., reducing—the direct payments to satisfy certain debts owed to or collected by governmental agencies, such as tax debts, past-due child support, debts to federal agencies, or unemployment compensation debts. In addition, the HEROES Act would generally exempt these payments from garnishment, levy, attachment, and other similar debt collection actions by private or governmental (local, state, and federal) creditors.

	Territories: The bill would require Treasury to make payments to individuals in the territories (mirror code and non-mirror code) equal to the aggregate amount of credits claimed by their residents. Many territorial residents would claim the rebate under a version of the provision administered via the territorial government, rather than the IRS.

	Notice to Taxpayers: The bill would require that individuals identified as eligible to receive a payment be sent a notice that provides them with information on the amount of the payment, how it would be delivered (direct deposit/paper check), and a phone number at the IRS to call if the payment was not received.

	Weekly Reports to Congress: Treasury would be required to provide weekly updates to Congress on payments, including the number and amount of payments made.

	Check Signature: Checks could not include the name, signature, image, or likeness of any elected official, including the President or Vice President of the United States.

	Appropriations: The bill includes an appropriation of $650,058,300 in FY2020 for the administration of these payments.



Budgetary Cost

The Joint Committee on Taxation (JCT) estimates that the HEROES Act payments would cost $412.5 billion.
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Direct Payments in the HEROES Act (HR. 6800), by Income
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