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TALKING PAPER
ON
IRS FREE ELECTRONIC FILING LINKS
-
On 16 January 2003, the IRS unveiled a page on its website linking to 12 commercial vendors offering free electronic filing services for federal and some state individual income tax returns.  Taxpayers using the service prepare and file their returns themselves using the vendors’ on-line electronic filing programs.  The vendors use adjusted gross income and, in some cases, age in determining eligibility.  Although many military personnel will qualify for this service, JACA recommends they take advantage of the military tax programs.  This paper discusses the free electronic filing offering and JACA’s concerns so that Staff Judge Advocates, legal assistance attorneys, and tax program managers and volunteers can respond to questions and enable members to make informed decisions.

-
The IRS welcome page is at http://www.irs.gov/app/freeFile/welcome.jsp and the vendors may be accessed at http://www.irs.gov/app/freeFile/jsp/index.jsp?.  

--
To earn a link on the page, the IRS requires vendors to offer free electronic filing service to at least 10% of all taxpayers, be an authorized IRS E-File provider, demonstrate competence and capability to deliver free offerings, employ a certified security system, and comply with the privacy provisions of 26 USC §7216.  

-
The Armed Forces Tax Council, consisting of the legal assistance division chiefs and tax program coordinators for each of the armed services, did not participate in the 16 January unveiling of the free electronic filing links.  Nor has JACA or the other services recommended the service to their bases.  The principal reason is the exposure of military personnel to pitches for refund anticipation loans (RALs) or advance refund deposits.  Sparing our people the fees associated with these financial products, which reduce their refunds, represents one of the principal benefits of the military tax programs. 

--
On 13 January, the IRS invited the members of the Armed Forces Tax Council to attend the unveiling, with a senior member of the Council seated on the dais.  Mr Terry Lutes, the IRS Administrator of Electronic Filing Services, noted “the White House” desired a cross-section of commercial and noncommercial preparers at the event.  However, from the initial planning of this program, each of the services, through the Armed Forces Tax Council, has expressed a consistent reservation - the exposure of our people to pitches for RALs.  At the time the invitation was made, the site was not operational and could not be reviewed to allay our concerns.  Though prohibited from promoting them with banner ads, Mr Lutes conceded a number of the vendors on the free e-file site would offer RALs.  Although not all of the vendors offer them, Mr Lutes could not state specifically how many or which ones would not.  He did add the participating vendors sell products and services and have banner ads on their sites, promoting what they sell.  Between the limited information available at the time and the concern about our people being exposed to pitches for RALs, the Armed Forces Tax Council decided not to send a representative.  In informing Mr Lutes of the decision, we did clearly cite and explain our concerns.  Thus, the military was NOT represented at the unveiling ceremony for the free e-file site on 16 January. 

-
With the site now operational, JACA has reviewed the vendors’ offerings.  As indicated by Mr Lutes, several do offer RALs or advance refund deposits.  A taxpayer deciding which service to choose is not informed up front whether a particular vendor offers RALs.  Additionally, most of the vendors prominently advertise the products and services they sell.  Thus, referring our personnel to specific vendors on the site not offering RALs is not a viable option.  In view of the advertising and sales pitches, doing so would constitute inappropriate endorsement of a private, commercial entity.  

-
Our review of the site revealed another cause for concern.  Because the principal criterion for eligibility is adjusted gross income, a taxpayer may not be sure he or she qualifies for the free service until after entering most of the personal information and financial data.  In each case where a taxpayer’s adjusted gross income exceeds the stated limit for the free service, he or she will be offered the opportunity to complete the filing for a fee.  Having already devoted a significant amount of time and entered most of the required data, a member may well feel compelled to complete the process and pay the fee. 

-
The offerings through the IRS provide some of our members an opportunity to prepare and file their federal and in some cases state income tax returns electronically without charge.  With the requirements imposed by the IRS, each vendor appears competent and capable of filing the returns securely, preserving privacy information.  Our concern rests on the forfeit of two of the principal achievements of the military tax programs - preserving our people from pitches for RALs and, for those who learn in midstream they do not qualify for free electronic filing, fees for filing their returns.  Although we do not believe members should be dissuaded from using this service, we do recommend informing them of the concerns addressed above and of the benefits of the Air Force tax program. 

-
The Air Force tax program offers our people free advice, assistance, preparation and electronic filing of federal and state income tax returns.  Taxpayers generally receive refunds in not more than 10-14 days, sometimes sooner.  The success of our program, and those of the armed services as a whole, was demonstrated with the award to DoD of the IRS Exemplary Electronic Return Originator Award in 2002.  That award recognizes electronic filing programs filing a high volume of returns with low error rates.  Working with a trained volunteer and the TaxWise electronic filing software, our members essentially have three checks to ensure the return they file is complete and accurate - as opposed to working on their own on a vendor’s site.  Minimizing errors, and the problems they can cause, remains a key focus and benefit of the military tax programs.  JACA recommends Air Force members and their families take advantage of the Air Force tax program or, if assigned at a location where an Air Force program does not operate, another service’s tax program.
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