COMMENTS ON DRAFT FORM 8888, DIRECT DEPOSIT OF REFUND

Needs a new title.  The current title leads one to think that everyone doing direct deposit needs to do Form 8888.  How about, “Refund Deposited to More Than One Account,” “Direct Deposit of Split Refund,” or “Refund Split Between Two or Three Direct Deposit Accounts.”

The first paragraph under Purpose of Form refers to Form 8379, but doesn’t give the form title.  It should say, “You cannot have your refund deposited into more than one account if you file Form 8379, Injured Spouse Allocation.”

The first item under Specific Instructions says, “If you file a joint return and you complete and attach Form 8888, you are appointing your spouse as an agent to receive that refund.”  What exactly does that mean?  They should provide an example.

The instructions do not directly explain that taxpayers cannot split an overpayment between direct deposit(s) and a refund check. In the section Lines 1a, 2a, 3a, the last sentence states that the total of the three lines must equal the refund amount.  To make it really clear add a sentence that says something like, “A taxpayers who directly deposits any amount of refund, does not have the option of receiving a refund check.”

The Individual Retirement Arrangements (IRA) section discusses that deposits to IRAs for the tax year of the tax return must deposit by the return due date.  A further reminder should be added that such returns must be filed well before the return due date to avoid losing the IRA deduction benefit.  For example, “Caution! If you are making a deposit to your 2006 IRA account, you must file your return well before April 16, 2007, to allow time for processing and depositing your refund.”

The section Changes in Refund Due to Math Errors or Refund Offsets explains the rules for refund increases and decreases. Why are the rules different for offsets to FMS accounts?  It would seem that taxpayers splitting a refund would prefer to be fairly assured of the exact deposit amount for one of accounts.  This is particularly important when one of the accounts is an IRA.  

The section that begins Other offsets discusses deductions from refunds for past-due amounts to the Treasury Department’s Financial Management Service (FMS). Most people don’t know what FMS is.  The instructions should list examples.  It could say, “If you owe other past-due amounts, such as child support or a student loan, that are subject to offset by the Treasury Department’s Financial Management Services…”

