[image: image1.emf]Encouraging Tax Time Saving:

Lessons from Year One of Refund Splitting
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Tax season 2007 marked the first time taxpayers could divide their federal refund among up to three destination accounts via direct deposit.  The advent of this “split refund” capability (through the new IRS Form 8888) was highly anticipated by asset building advocates, who believed that creating a direct link between tax refunds and saving would encourage more asset building activity.
With Tax Season 2008 (TS08) approaching, the National Community Tax Coalition, D2D Fund, and United Way of America want to ensure Volunteer Income Tax Assistance (VITA) tax sites benefit from the refund splitting lessons of TS07 and prepare to fully utilize the capability next tax season.  

Tax Season 2007 Results
The first year of split refund availability presented several challenges.  The late date at which IRS Form 8888 was finalized meant many tax preparation software packages and commercial tax preparers did not support the Form.  Among tax preparers who did offer Form 8888, many were reluctant to promote an untested refund distribution option for which preparers were not allowed to charge a fee.  Finally, the IRS itself did not promote split refunds aggressively.
Despite these challenges, thousands of tax filers used Form 8888, including 1,471 VITA clients.  Fortunately, encouraging refund splitting should be easier in TS08, as tax preparers have had more time to prepare for refund splitting.  Nonetheless, linking saving to tax time in the minds of clients and tax site staff may be a long, gradual process, much like the campaign to promote direct deposit.

Because the VITA field exists to enhance the economic security of low-income households, VITA sites have a special role to play in promoting saving at tax time through refund splitting.  To support VITA sites, www.splitrefunds.net contains the latest split refund information and resources, including “Build Savings at Tax Time: A Guide to Split Refunds,” a comprehensive ‘how to’ manual which explains how best to utilize this tool (available for free download).
Preparing for Tax Season 2008

In reviewing lessons from TS07 and planning for TS08, VITA sites should consider four “P”’s essential to encourage saving at tax time: Product, Promotion, Prompting and Processing.
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1.  Product: Offer the Right Products  
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People don’t buy abstractions like “saving;” they buy tangible products.  Tax sites that wish to encourage saving must offer their clients one or a simple menu of suitable, attractive products.

General features of successful products include:
· Low entry barriers (low account minimums, low or no fees, no credit or background checks)

· Competitive returns (interest rates or other benefits at or above market average)
· Processing ease (quick enrollment with little hassle or distraction for clients)

· Strong reputation (brand awareness, credibility)
· Long-term orientation (Certificates of Deposit or Savings Bonds encourage longer term saving)
2.  Promotion: Prime your Audience 

Tax clients must be presented with a save-at-tax-time message repeatedly and persuasively before they will take action.  VITA clients most likely to respond to a saving message have no or very modest savings, relatively larger refunds and dependents.
Get the message out
· Direct clients to bring both checking and savings account information to tax appointments; include this message in all pre-season materials and marketing.
· Aim for clients to receive a saving message at least 2 times, from 3 sources (e.g., posters in the waiting area, explanation from intake staff and computer-top “tent”)

· Approach special pre-season marketing with caution (VITA sites report limited impact when not tailored, for instance, to previous savers or clients of other programs)

· Distribution partners (CBOs, businesses) may prefer smaller marketing materials (leaflets vs. posters)
Target your messages carefully
· Marketing is delicate – make sure images resonate with your clients

· “Splitting” means nothing to clients – it’s saving that matters; ask clients to save, not to ‘split.’
· Highlight attractive product features (free, low minimum, no credit or ChexSystems review)

3.  Prompting:  Train and Support Site Staff to Discuss Saving

Tax preparers, site managers, and even dedicated financial coaches need training, practice and on-going support to effectively raise the subject of saving with tax clients.
Teach preparers and coaches to be good salespeople

· 3 key training elements: 1) motivation – persuade saving matters, 2) information – educate about product terms, 3) how to – explain techniques to offer savings, apply for products
· Confidence in products matters more than deep knowledge of product features
· Promote opt-out rather than opt-in (“How are you going to save?” vs. “Will you save?”)
· Effective training must be engaging and interactive; role playing is ideal
Integrate savings conversations throughout the tax preparation process
· Everyone must realize that promoting savings is a core VITA mission and part of their job
· Introduce savings at client intake, make presentations while clients wait, ask clients to decide to save during tax preparation and, if necessary, again during quality control
4.  Processing:  Ensure an Error-free Client Experience

Helping clients save at tax time will generally require tax preparers to complete IRS Form 8888 and may require signing clients up for new products; attention to detail can prevent errors.

Avoid common Form 8888 pitfalls:

· Only enter direct deposit information on Form 8888, never on Form 8888 and Form 1040
· When using Form 8888, be sure to indicate this in the checkbox on Form 1040 (page 2)

· Double check all direct deposit information (account and routing numbers)
Examples of Product Innovation





Nehemiah Gateway CDC in Delaware had success in linking saving to tax time by offering Certificates of Deposit (CDs) to its clients.  Six-month CDs from two banks were offered, with rates as high as 5.09% and a minimum opening balance of $250.  Over 190 clients split their refunds into a CD or other savings product.





D2D Fund and four VITA partners offered Series I U. S. Savings Bonds.  With a low $50 minimum investment, no fees and no credit check, bonds proved popular: 291 tax clients bought bonds for 474 people, saving $54,000.  83% of the bonds were purchased with co-owners to be given as gifts, mostly to children and grandchildren.








Sample Marketing Materials


(available at www.splitrefunds.net)
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