Beware of Preparers Who Offer Instant Tax Refunds 

New York State Commissioner of Taxation and Finance Robert L. Megna and New York State Consumer Protection Board Chairperson and Executive Director Mindy A. Bockstein, today advised state taxpayers to consult The Consumer Bill of Rights Regarding Tax Preparers (Bill of Rights) when selecting a preparer for their personal income tax returns, and be especially cautious of preparers who offer instant tax refunds that are actually high-interest loans.

The Bill of Rights was added to the state’s General Business Law this year. It is designed to increase consumer protection in the paid income tax preparer industry and imposes requirements on certain preparers.

The law cautions against what is known as a Refund Anticipation Loans (RAL). All tax preparers, including those exempted in the new law, are prohibited from advertising RALs as refunds, and must state conspicuously that a RAL is in fact a loan and that a fee or interest will be charged by the lending institution, which must be identified in the advertisement.

Commissioner Megna said, “While the promise of immediate cash is tempting, these short term loans often carry an interest rate far in excess of loan rates offered by banks and credit unions. Coupled with associated fees, taxpayers may find much of their refund going to their tax preparer. Taxpayers wishing to receive their refund faster are encouraged to file electronically and to authorize direct deposit to their bank account.”

“We are urging consumers to take extra care when choosing a tax preparer to safeguard their hard-earned money,” said Chairperson Bockstein. “In these difficult times, everyone is hoping to balance their books, and scammers are once again capitalizing on consumer vulnerabilities. Don’t be fooled by an RAL offer that may give you short-term relief but long-term disaster. If it sounds like it’s too good to be true, it probably is.”

The Bill of Rights directs tax preparers, except those exempted in the law, to provide each taxpayer with a receipt along with the preparer’s address and phone number where they can be contacted throughout the year. Tax preparers must also provide a copy of the Consumer Bill of Rights prior to discussions with the client.

The Bill of Rights is available on the Tax Department’s website at www.nystax.gov and can be accessed, along with other materials, on the CPB’s website at www.nysconsumer.gov.

Commissioner Megna said people should beware of dishonest preparers who promise to secure large deductions and refunds the taxpayer is not eligible to receive. These returns are sometimes backed by fraudulent documentation.

But it’s the taxpayer who is left holding the bag when the Tax Department and IRS disallow the credits or deductions claimed by the preparer. The surprise is compounded when the taxpayer learns he is responsible not only for the actual tax obligation, but also interest and penalties associated with the outstanding liability.

Commissioner Megna said, “Unsuspecting taxpayers are led to believe they are entitled to credits and deductions they do not qualify for and, in the end, they are left to pay the price long after the disreputable tax preparer has closed shop and moved on in search of their next victim. We can not stress enough how important it is to use a reputable and established preparer.”

“Ignorance is not an excuse under the law, so consumers must understand their taxpayer responsibilities,” added Chairperson Bockstein. “Thanks to Governor Paterson’s statewide Bill of Rights, New Yorkers have protections and guidelines to assist them in finding responsible experts. We advise consumers to consult this and other resources before signing on the dotted line and possibly putting their tax filing, rebate and personal identifiable information at risk. However, even careful consumers can be victimized. If that happens to you, the CPB is standing by to provide intervention.”

Many options exist for taxpayers to prepare their returns properly and with the confidence that the credits they claim, and the refunds anticipated, will be received. In addition to paid professional preparers, inexpensive software packages and free online services are available to help people prepare their tax returns and determine the appropriate eligible credits. The Department of Taxation and Finance also cooperates with the IRS in the Volunteer Income Tax Assistance (VITA) and Tax Counseling for the Elderly (TCE) programs which field teams of trained and dedicated volunteers throughout New York’s communities to assist taxpayers in meeting their obligations by filing timely and accurate returns. To find the closest VITA or TCE location, call 1-800-829-1040.

For more information about filing you taxes, visit the Tax Department’s website at www.nystax.gov or call 1-800-225-5829. For assistance and information about scams, identity theft and other consumer concerns, contact the Consumer Protection Board online at www.nysconsumer.gov, or call our toll-free hotline at 1-800-697-1220 during regular business hours.
 

