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Electronic Portfolio Development – Illinois E-Filing 

Executive Summary

It is the goal of the Illinois Department of Revenue (IDOR) to create an “electronic portfolio” to provide taxpayers with choices of electronic services.  Some of these services are IDOR developed, some commercial off the shelf, others vendor supported, or total vendor prepared.  This portfolio, with all its enhancements, will allow taxpayers to transact electronically with the IDOR from beginning to end.  Each service is designed to:  operate through the Internet, reduce taxpayer burden, eliminate paperwork, and facilitate compliance at the state, and in some cases, federal levels.

Individual and business taxpayers in Illinois have a variety of e-filing options with the Illinois Department of Revenue.  To enhance the functionality of all E-filing systems within the development of the electronic portfolio, several additional functions to E-Filing have been added.  These include:  I-Debit - the ability to pay individual income taxes through bank debit transactions, online inquiry on individual income tax status, and online lookup of taxpayer Personal Identification Numbers.

Beginning in calendar year 1999 taxpayers could authorize Automated Clearinghouse (ACH) debits for payment of individual income tax on the Department’s web site (https://www.revenue.state.il.us/Idebit/index.htm).  This “I-Debit” system has been designed to expand to allow other individual and business tax payments to be easily added in the future (at least two additional types of payments will be offered by the end of the year).  The system also has warehouse capability that allows taxpayers the convenience of scheduling payments to be taken from their accounts at future dates.

After filing, taxpayers may inquire on any refund that may be due to them, using IDOR’s Refund Status application (https://www.revenue.state.il.us/Refund/index.htm).  The Internet Filing method runs from January through August.

Finally, the taxpayer is assigned an Illinois Personal Identification Number (PIN), which is used as the taxpayer’s signature.  For convenience, the taxpayer may do a PIN lookup on IDOR’s web site (https://www.revenue.state.il.us/PINInquiry/Inquiry.jsp).  During the next eighteen months the IDOR will be migrating from pin and password to PKI.

The success of the electronic portfolio, ultimately, is built on customer trust and confidence.  The creation of an enterprise-wide, Public Key Infrastructure (PKI) system ensures the State can:  authenticate its citizens, offer the highest degree of privacy and integrity of data, and

give electronic transactions the same or better levels of assurance than are afforded paper transactions.

Benefits of adding these functions include an estimated $149,400 first year savings, and value added to IDOR operations, as well as better customer service and more resources available to promote voluntary compliance.
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Project Description

For tax year 2000, IDOR processed approximately 1.2 million electronic filings.  Of these, approximately 170,000 were transacted over the Internet.  IDOR is constantly working on methods to encourage taxpayers to pay their taxes over the Internet and remove a barrier to voluntary compliance.

Three methods that have been put in place this year are the ability to pay individual taxes through bank debit transactions (I-Debit), and to perform an online inquiry on individual income tax refund status, and online lookups on income taxpayer Personal Identification Numbers (PIN).  A fourth method, error and notification explanation inquiry, will be operational May 20, 2001.

Currently, individual taxpayers may chose to complete and transmit their Illinois income tax returns using a menu of options:

· From a personal computer by connecting directly to IDOR ’s web site (https://www.revenue.state.il.us/EFSI/).  The taxpayer is guided through the filing procedure via an interview process.  The process prompts the taxpayer for specific information, which is later used to generate the IL-1040 return, which is electronically filed free of charge.  The taxpayer can choose to have their refund direct deposited, within five days, to their checking or savings account.  The taxpayer is assigned an Illinois Personal Identification Number (PIN)*, which is used as the taxpayer’s signature.  The taxpayer may do a PIN lookup on IDOR’s web site for convenience (https://www.revenue.state.il.us/PINInquiry/Inquiry.jsp).  This process began in 1999.

· PC Software Filing - This online method allows taxpayers to file their Illinois income tax return using department approved commercial software or web-based applications (Intuit, Turbo Tax) via a personal computer (PC).  The taxpayer loads the software on a PC, enters the required information, and transmits their return to the department.  Some packages use a third party to receive the transmission and redirect them to the appropriate state.  Again, the taxpayer is assigned an Illinois PIN, which is used as the taxpayer’s signature.  The taxpayer can choose to have their refund direct deposited, within five days, to their checking or savings account.  The PC Retail Software method became available in 2000, is offered to 5 million taxpayers, and runs from January 12 through August 15 this filing season.

· PC Software Filing  - Federal and State combined - The combined federal/state filing option is available using software packages in the manner described above.  The taxpayer can choose to have their refund direct deposited, within five days, to their checking or savings account. This option also became available in 2000.

· Direct Filing – Federal and State combined - The combined federal/state filing option is available via a third party preparer and functions similar to the Direct Filing process above, with the addition of the federal return.  The federal return is sent directly to the Internal Revenue Service (IRS).  IDOR then retrieves the Illinois return from the IRS.  The taxpayer can choose to have their refund direct deposited into their checking or savings account, resulting in a refund within 5 days.  This method is available to 5 million taxpayers, and runs from January 12 through August 15th this filing season.

· Telefile - Taxpayers may access an interactive voice response unit (VRU) system by dialing a toll-free number.  This system utilizes a recorded script to help taxpayers file their Illinois income tax return using their touch-tone telephone.  This process is designed to limit the phone call to ten minutes or less, targets simpler types of returns and is available to approximately 2.3 million Illinois taxpayers.  The taxpayer is assigned an Illinois PIN, which is used as the taxpayer’s signature.  Taxpayers may also use the system to obtain their PIN number or to inquire about their refund status.

· Business taxpayers may file their Illinois sales and use tax return, Form ST-1, electronically by accessing an interactive VRU via calling a toll-free number.  This process is also designed to target a simpler type of return and is available to approximately 55,000 business accounts monthly, 87,000 business accounts quarterly, and 156,000 business accounts annually.  This program began in calendar year 1999 and is free to the taxpayer.  An ACH debit option is being planned for incorporation for the filing process for late 2001.

· Business taxpayers may also access the approved vendor’s web site on the Internet to file their Illinois sales and use tax return (ST-1) and Multiple Site Form (ST-2), using their personal computer.  The vendor then transmits the electronic returns to IDOR.  Currently, the approved vendor’ s URL is http://www.nationtax.com/.  This process was implemented in 2000 and supports over 99% of the Sales and Use Tax filers in Illinois.

I-Debit offers an ACH direct debit payment option to Individual Income Taxpayers.  This system processed approximately 7,000 payments for tax year 2000.  A recent addition to this system was for taxpayers with a balance due for the tax year ending December 31, 2000, to file early and either pay immediately or have their payment scheduled to be deducted from their checking or savings account at some future date.  This feature provides the taxpayer the option to select the payment date that offers a “file now, pay later” ability.  Effective May 20, 2001, Illinois will also offer business and individual taxpayers the option of weekend initiation for ACH debit payments.  Previously, taxpayers have been required to initiate on Friday, payments that are due on Monday.

After filing, taxpayers frequently require information on tax refund status, PIN number, and/or error and notifications.  Typically, these inquiries have been handled by either live or VRU customer service lines.

An Internet function recently added to the electronic portfolio is the ability to inquire on any refund that may be due to them, using IDOR’s Refund Status application (https://www.revenue.state.il.us/Refund/index.htm).  Refund Status volume this tax year has now reached approximately 75,000 unique Internet users who would have otherwise called one of the Department’s customer service lines.
Every taxpayer is assigned an Illinois PIN, which is used as the taxpayer’s signature.  The taxpayer may do a PIN lookup on IDOR’s web site for convenience (https://www.revenue.state.il.us/PINInquiry/Inquiry.jsp).  PIN lookup volume this tax year has now reached approximately 59,000 unique Internet users who would have otherwise called one of the Department’s customer service lines.

On a related note, an Internet functionality to provide an Internet based error notices and bills assistance service will be added this month.  This service will provide taxpayers with an explanation for a notice or bill they received from IDOR regarding their account.  Currently, the system is available on the customer service line, however this system will free up Revenue Tax Specialists to answer more complex taxpayer compliance questions.

To enhance security and privacy of information, the migration to PKI from PINs and passwords is underway with PKI policy being finalized and test certifications being processed.  The state is serving as its own certification authority and issuing certificates.  A single certificate (digital I.D.) will enable citizens to receive personalized electronic services, digitally sign documents for submission to any state agency, and send or receive sensitive information in an encrypted form.  PKI provides a workable model for citizens, eliminating the need to deal with multiple PINs, passwords, or encryption keys.

The state is also working with the Federal PKI Steering Committee and Policy Authority to lay the groundwork for “cross certification” of certificates.  (see http://www.chicagobusiness.com/cgi-bin/mag/article.pl?article_id=16322)  Cross certification will permit Illinois citizens to do business electronically and simultaneously with agencies in both the state and federal government.  The target date for the first cross certified federal/state filing is fall 2001.

As part of PKI deployment the Department is also developing a “permissions management” system which will permit taxpayers to access their own information, make changes to their own accounts, and be provided with customized and personalized information and reports.

Significance of this Improvement

Approximately 43% of all funds collected by the Department are received electronically.  That percentage will increase to over 50% by the end of next year and will continue to grow.  A primary reason for the steady growth is the increasing acceptance of the electronic payment method by taxpayers and the number of options provided by the Department.

Not only is compliance high for the mandatory tax payments, but the large number of voluntary participants is an indication of taxpayer readiness to move to electronic payments.  By adding functionality to the electronic portfolio of electronic services, Internet filings are expected to expand rapidly.  This expansion will redefine how the majority of filings are processed and the cost to administer taxes, and improve customer service and confidence in this Department.

Benefits Received 

Better Services to Taxpayers

1. Taxpayers with balances due will have easier filing of tax returns.  Providing a supporting Internet service that allows electronic debit payments to be made along with electronic filings having a balance due simplifies and therefore promotes voluntary compliance.  This alternative is particularly important for the very large number of individual taxpayers who would typically not use EFT or choose not to use a credit card.

2. Easier remittance of balances due by using the debit capability, being able to schedule remittance to the taxpayers advantage by “filing now and paying later”, and avoiding the mailing of a remittance.

3. Refund Status Inquiry and PIN Look-Up have made it easier to access the status of accounts as backlogs on customer service lines can be avoided through Internet inquiry.  This benefit will now extend to taxpayers receiving error notifications or bills.

Better Internal IDOR Operations

1. Processing savings of electronic remittances will be had as the cost to process an electronic remittance is significantly less than a paper one.  Next year the Department will be able to market this service fully and savings should become significant as it is utilized more.  Electronic processing is also more accurate than paper processing and both errors in account postings and rework to correct improper postings should decline as the I-Debit increases.

2. Reduced costs to handle refund, error billings and notifications, and PIN inquiries are significant as large volumes are already being processed using these methods.  The Department is now able to provide notable improvements in customer service without having to pay the cost of processing these inquiries through its customer service telephone lines.

3. Shorter queue times are expected for the remaining customer service line callers as Internet inquiries are dealt with outside the customer service lines.  As this feature grows in volume and taxpayers review more and more account issues over the Internet, customer service lines will proportionally grow shorter.  A secondary benefit will be that customer service representatives will be dealing with a higher percentage of filers trying to resolve filing issues prior to submittal.  Easier access to customer service staff should have a significant impact on the level of both initial filings not needing rework and taxpayer confidence in Department operations.

Return on Investment (estimated)

I-Debit

Costs


Development 


$14,000


Maintenance


Negligible


Total Cost


$14,000

Financial Benefits


Reduced Paper Remittances

$  7,000


One year Savings

$  7,000

Break even ($14,000 /$7,000) =  2.0 years

Refund Status Inquiry

Costs


Development 

$12,000


Maintenance

Negligible


Total Cost

$12,000

Financial Benefits


One year cost avoidance

$98,000

Break even ($98,000/$12,000) =  1.5 months

PIN Look Up (interim customer service improvement to existing system until PKI is operational and replaces PIN as identification tool)

Costs


Development 

$8,000


Maintenance

Negligible


Total Cost

$8,000

Financial Benefits


One year cost avoidance

$78,400

Break even ($78,400/$8,000) = 1.2 months

Bottom Line

Costs


I-Debit


$14,000


Refund Status

$12,000


PIN Look Up

$  8,000


Total




$34,000

Savings or Costs Avoided


I-Debit


$  7,000




Refund Status

$98,000


PIN Look Up

$78,400


Total




$183,400


First Year Net Savings or Costs Avoided


$149,400
� 7,000 remittances handled electronically at $1.00 savings per remittance = $7,000 savings


� Costs related to Refund inquiries, actual staff resources were kept on board to handle other customer service calls, value calculated equates to value of improved service provided.  Calculated by taking 75,000 inquiries at 5 minutes per call for an employee earning $28,000/year salary = $98,000 first year savings.


� Costs related to PIN inquiries, actual staff resources were kept on board to handle other customer service calls, value calculated equates to value of improved service provided.  Calculated by taking 59,000 inquiries at 5 minutes per call for an employee earning $28,000/year salary = $78,400 first year savings.
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