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Chairman Camp, Ranking Member Levin and Members of the House Ways and Means Committee:
Thank you for the opportunity to share our thoughts on the President’s FY2013 budget proposal for
the U.S. Department of the Treasury. Specifically, we’'d like to address several aspects of the
projected budget for the Volunteer Income Tax Assistance (VITA) matching-grant program,
overseen by the Internal Revenue Service (IRS).

The National Community Tax Coalition (NCTC) supports maintaining the VITA matching
grant at its current, $12 million funding level, as outlined in the President’s budget proposal
for FY2013 - just as we greatly appreciate Congress’ having sustained these crucial
resources in recent years. Such resources are critical to the well-being of millions of low- and
moderate-income, working families who depend upon VITA help in communities throughout
the nation. That’s especially so during these tough times, when fiscal pressures fall heavily
on families. If anything, struggling families need more such help - certainly not less.

NCTC is the nation’s largest, most comprehensive membership organization of community-based
organizations offering free tax preparation and financial services to low- and moderate-income
working families. Our member organizations operate more than 5,700 Community VITA sites that,
in turn, leverage the help of more than 52,000 trained and certified volunteers throughout the
country. Last year, these efforts helped households file about 1.5 million federal tax returns - about
half of all returns filed with free tax preparation assistance.

Among taxpayers served by VITA, the average Adjusted Gross Income is only about $21,200. Most
come from traditionally hard-to-reach and underserved communities that include people with
disabilities, limited-English speakers, the elderly, and Native Americans. All seek help in working
their way through an often-byzantine tax code, in order to meet their obligations as taxpayers. With
VITA assistance, these hardworking families are better-able to identify and claim the full amount of
the tax refunds for which they’re qualified, without losing up a significant amount of those refunds
to the costs of commercial tax preparation. Last year, for instance, VITA saved taxpayers who claim
the EITC an estimated $90 million in costs of paid tax-return assistance. In addition, VITA helps
families obtain financial education, open bank accounts and explore other asset-building
opportunities, file the Free Application for Federal Student Aid for higher education and more.
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In addition to helping individual, working families, VITA also:

* Bolsters tax compliance. VITA improves accuracy, in part by increasing electronic-filing rates.
The program’s 92 percent e-file rate compares with a national average of 79 percent for
individual returns - and e-filing yields an error rate 10 times less than that of paper returns.

* Strengthens government efficiency, saving taxpayers money. Each electronically filed
return costs the IRS nearly $3.50 less to process than a paper return. Thus, VITA’s e-filing
successes help the program save the IRS and its taxpayers nearly $5 million in return-
processing costs each year. Plus, VITA volunteers’ help combines with other private and
community-based supports - such as in-kind contributions of computers, office space and
supplies - to lower administrative costs in government’s handling of tax returns.

* Boosts local businesses and economies. Returns filed with VITA help resulted in more than
$2 billion in total refunds for low- and moderate-income taxpayers in 2011, dollars they spend
and invest back in the communities where they live and work. Research indicates that each
dollar a household receives from the Earned Income Tax Credit - the source for many of VITA
families’ refunds - can generate $1.58 or more in local economic activity.

While the federal VITA grant totals $12 million in FY2012, that amount represents only a fraction of
the costs of operating Community VITA tax sites nationwide. In fact, during recent annual grant
cycles, nearly 400 programs have submitted federal-grant applications totaling more than $30
million, and the overall costs of Community VITA likely total several times even that amount. This
reflects the struggles of maintaining current service levels as well as trying to handle growing
demands - all at a time non-federal funding sources are rapidly eroding.

State and local governments have drastically slashed VITA resources in recent years. For example,
not long ago, Michigan eliminated its free tax assistance funding entirely; Illinois cut its support for
VITA in half this year. Philanthropic support for VITA is simultaneously strained and, in some
quarters, disappearing. Meanwhile demands on VITA grow annually - in part as a result of IRS
budget cuts and curtailment of services. This tax season, for instance, it was learned IRS tax-
assistance offices no longer will help taxpayers file prior-year returns - in essence, leaving free tax
preparation avenues to absorb such responsibilities, without associated funding.

Thus, NCTC would like to take this opportunity to express support for strengthening IRS
appropriations in FY2013 as the President has recommended, a step toward halting - and gradually
restoring - some tough budget cuts from recent years. Greater investments in such IRS initiatives
as taxpayer services can only increase overall revenues in the long run.

Altogether, the IRS estimates, VITA services are reaching only about one-sixth of the 19 million
people who could be helped with free tax preparation services. It’s clear that far greater resources
are necessary not only to reach more of those hardworking households, but to sustain the level of
services that strained VITA programs already struggle to maintain. NCTC hopes to work with both
Congress and the President toward this goal, as feasible, for the well-being of low- and moderate-
income, working families and their communities. In the meantime, let’'s maintain the limited but
crucial federal investments we’ve already made in VITA services for families in need of its help.

For more information on VITA, please visit NCTC at www.tax-coalition.org and read our policy brief,
“Volunteer Income Tax Assistance: A Proven Path Toward Financial Security.”




