THE COALITION FOR

FREE AND FAIR FILING

July 19, 2023

The Honorable Daniel I. Werfel
Commissioner

Internal Revenue Service

1111 Constitution Avenue NW
Washington, DC 20224

Dear Commissioner Werfel,

We write to thank you for the hard work of the IRS in developing the report to Congress on an IRS-run
direct tax filing system and commend you for your announcement that the IRS will launch a pilot direct
file tool in 2024 to streamline access to the tax system. We believe that a free and accessible direct file
tool will be transformational for American families, and we stand ready to do what we can to help make
this project a success.

Today, it is far too difficult for American families to file tax returns. The IRS estimates that an average
taxpayer spends 13 hours and $250 annually fulfilling their filing obligations. The high cost of tax filing
diverts billions of dollars each year from working families to private tax prep companies, and prevents
millions more families from filing taxes at all. These families miss out on critical benefits administered
through the tax code, like the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC). Moreover,
the burden of these high costs and missed benefits fall disproportionately on people of color and other
communities who are marginalized and excluded from support, including immigrant families, families
living in US territories, individuals who need an Individual Taxpayer Identification Number (ITIN),
families with limited English proficiency, filers contending with safety risks due to domestic violence,
single heads of household, families experiencing homelessness, and families with disabilities.

As many of us wrote to you in April, a free and accessible direct file tool has great potential to help
address these problems. Direct file is a common-sense digital government service for the 21st century,
which would reduce administrative burden for low-income families, and allow them to get their
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information directly from their government — rather than from private intermediaries who do not have
their best interests at heart. We also know direct file is popular with taxpayers; a study commissioned
by the Economic Security Project showed that 76% of Americans support the IRS creating a direct file
tool.

Your report to Congress on an IRS direct file tool confirms these points. The report finds widespread
interest in direct file, with over four in five taxpayers who currently self-prepare “very interested” or
“somewhat interested” in an IRS tool, and over two thirds of them “very likely” or “somewhat likely” to
switch to the IRS tool from their current filing option. The report confirms that taxpayers think it is
indeed the IRS’s role to provide a direct file tool, that the high cost of private software is a barrier to
taxpayers, and that — despite the baseless claims of opponents — taxpayers trust the IRS to run such a
service, and trust the IRS with their data. In the words of one respondent in the study: “| mean it’s the
IRS. | definitely would trust it.” Most important of all, the development of the prototype described in the
report proves the IRS is up to the task.

In December 2022, many of us outlined key principles we would want to see represented in a direct
file tool. We are pleased to see many of these principles in your work. Your report notes that the
prototype tested with users was multilingual and mobile-friendly. In line with our principle of prioritizing
families facing unique barriers to filing, your research on taxpayer attitudes and needs oversampled
families with limited English proficiency. In line with our principle that the direct file tool be directly
integrated with other hands-on IRS taxpayer assistance programs, your report contains a large budget
for customer service “through the communication channel of their choice” — though we also hope to
see even more work in the future to tightly integrate the tool with other forms of IRS customer support.
In line with our principle that a direct file tool be owned by the government and accountable to the
American people, we are thrilled to see that the IRS will run next year’s pilot directly — not through a
private company. In line with our principle of using IRS data to streamline the taxpayer experience, your
report discusses the importance of return pre-population, and correctly notes that many taxpayers
expect such functionality would be available in an IRS tool. While we understand that pre-population
does not appear to be in scope for the 2024 pilot, we trust that these findings indicate your intention to
add such functionality in the future, should the pilot be scaled up — as we hope and expect it will be.

As the direct file project moves forward, we again urge you to make explicit your intention to prioritize
the needs of low-income filers and those experiencing the most barriers accessing the tax system in
the design and development process. We urge you to outline plans for unambiguous outreach
promoting the tool directly to taxpayers. We urge you to ensure that identity verification does not
become a barrier to using the service, and to publicly report data on tool usage so all Americans can
evaluate its effectiveness and propose improvements. And we urge you to make critical improvements
to the backend Modernized eFile system so as not to create barriers for low-income filers.

We recognize that next year’s rollout is just a pilot, and that change does not come all at once. You
wrote to Secretary Yellen that “best practice for new product launches...requires the transition from
research and development (R&D) to customer-facing be done in an incremental manner” — and we
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agree. While we urge you to be as ambitious as possible in this pivotal first year, we understand that
some improvements will necessarily be delayed to future years. We urge you to provide a road map for
such future improvements as we stand ready to support this project in the long term — and we urge
you, too, to stand behind the project through inevitable challenges, so that we can get to the end state
we all desire.

We thank you for your leadership on this issue, and we look forward to doing everything we can to
make next year’s pilot a success. And we look forward to working with you in the long term to build a
permanent tool that is as simple and automatic as possible for all taxpayers, continuing to advocate for
those families who face the highest barriers to economic security, and ensuring the IRS continues to
grow into the benefits administrator our country needs and deserves.

Signed,
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