Executive Summary
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The Pennsylvania Department of Revenue On-Line Business Tax Registration system was born out of necessity.  The Internet e-TIDES tax filing service was a natural next step.  These two services allow businesses to complete the majority of their transactions with the Department entirely on-line and are the foundation of “friction-free” government when doing business in Pennsylvania.

For businesses to begin operating in Pennsylvania, as in most states, they must register.  The Department of Revenue was facing large backlogs processing paper PA-100 Registration forms.  These backlogs were placing considerable strain upon the organization and were frustrating for the taxpayer.  Some taxpayers were waiting up to 6 weeks for paper registrations to be processed.

The Department proceeded to build an Internet-based system that addressed all of the major weaknesses of the paper registration system.  The result is 40% of new registrations being completed electronically with the taxpayers receiving license numbers the following business day and increased efficiency including an actual reduction in manpower requirements.  A duplicate internal system was built at the same time allowing our employees to process paper applications much more quickly as well.  Paper applications are now being processed in about 1 week.

Shortly after the On-Line Business Tax Registration system was completed, the Department added e-TIDES.  E-TIDES is an Internet-based system that allows taxpayers to file Sales, Use, and Employer Withholding returns and payments electronically as well as access and view their entire online filing and payment history quickly and easily.

In concert, these two systems allow the business taxpayers of Pennsylvania to conduct the majority of their business with the Department of Revenue through the convenience of the Internet.

Department of Revenue e-Services for Businesses

Description Of Project, Including Length Of Time In Operation

In the spring of 1999, the Pennsylvania Department of Revenue was experiencing considerable problems processing enterprise registrations for various business taxes.  These problems led to large backlogs of work and employee morale in the registration division was at an all time low.  The effects of the backlogs were rippling through the organization, affecting other processes and systems.  It was evident that problems needed to be clearly identified and solutions developed to fix them.

Analyzing the registration problems revealed that problems began with the form.  The paper PA-100, the Enterprise Registration form, is xx pages long and very complex.  Taxpayers often do not understand which sections to complete leading to a large number of errors with the paper form.  Taxpayer errors caused many of the delays.  

An additional problem was the actual workflow the PA-100 followed once it was returned to the Department.   In addition to registering the enterprise for taxes administered by the Pennsylvania Department of Revenue, the PA-100 is also used to register enterprises for Unemployment Compensation Tax administered by the Pennsylvania Department of Labor and Industry.  The Department of Revenue was duplicating all of the applicable paper PA-100 forms and sending them to Labor and Industry.  Not only was the data-entry being duplicated, but also the actual physical duplication was wasting valuable time and reams of paper. 

Yet another problem was the Department’s integrated business tax system.  The system design was forcing processing staff to access various screens across the entire system to register an organization.  Part of the solution needed to include a single place for this data to be entered so time was spent keypunching rather than navigating through the system.

In order to solve these problems, it became obvious that technology could be used to negate the need for a paper form all together; therefore, the on-line enterprise registration system was developed.  Work began on the on-line version of the paper form, www.pa100.state.pa.us, in June 1999.  The system was online September 30, 1999, just three months later.  

The on-line system allows taxpayers to register electronically for Sales, Use and Hotel Occupancy Tax, Employer Withholding, a Promoter License, and a Transient Vendor Certificate.  Other services may require the taxpayer to mail-in a portion of the document, but it can still be completed online utilizing the built-in error checks and then printed.

Realizing paper forms would still be used, the Department also built a system for employees to use when entering data from a paper form.  This system is on the Department Intranet.

The online systems therefore addressed the most serious shortcomings of the paper form by:

· Questioning the taxpayer and only requiring them to fill out the needed sections

· Utilizing front-end edits to reduce errors

· Providing data to Department of Labor and Industry electronically

· Creating a new easy to use interface for employees to enter data from the paper forms.

In June 2000, e-TIDES was added, which allows business taxpayers to file Sales Tax and Employer Withholding returns, make payments, and view their entire on-line filing history easily over the Internet.  E-TIDES provides the same processing benefits to business tax filing and payments that the on-line registration component provides for registrations.  

E-TIDES was adapted from the Department’s PA-TIDES EDI software.  Since 1997, the Department has offered the PA-TIDES software for enterprises to file and pay their Sales, Use and Employer Withholding taxes, as well as Motor Fuels Taxes using a Windows-based personal computer and a modem.  E-TIDES presents a significant advance for the Department since an Internet application is easier to maintain and support than a distributed piece of software.  There is also an additional savings because taxpayers will no longer need to use a value-added network to use the system.  PA-TIDES is now being phased out and its users moved to e-TIDES.

E-TIDES is currently being expanded, through partnership with the Department of Labor and Industry, to allow for the filing of Unemployment Compensation Tax returns and payments by June 30, 2001.

Significance to the Improvement of the Operation of Government

The On-Line Business Tax Registration system has been extremely successful.  The Department of Revenue is now receiving almost 40% of its registrations electronically.  This not only has eliminated the backlogs, but also has reduced the number of positions required.  Some of these positions have been reallocated to jobs that more directly service the taxpayers.  

Using technology, one of the Department’s most complicated forms has been made easy and one of the slowest processes has become one of the Department’s fastest.  All of that was done in a few months for about $80,000.

E-TIDES has also surpassed expectations since its implementation in July 2000.  By February 2001, the e-TIDES system had 3,000 active accounts with 7,100 returns filed.  Payments through the system have totaled over $57 million.

The success of these applications has fulfilled the mission of the Ridge Administration to create a “friction-free” state government.  The On-Line Business Tax Registration and e-TIDES have become the foundational elements of the PA Open 4 Business initiative.  This Commonwealth of Pennsylvania initiative puts all of the resources a business owner needs to start or run a business in one place.  This provides a single face of government and further eases the burden on businesses interacting with state government.  

Benefits Realized by Service Recipients, Taxpayers, Agency, or State

The Pennsylvania Department of Revenue’s on-line services for businesses are a win/win for the Department and business taxpayers.

A key benefit for taxpayers is speed.  A taxpayer registering their enterprise online will have their license numbers the next business day.  It used to take as long as six weeks.  Even paper applications are now being processed in about a week.  Obviously this makes a big difference to someone starting a new business.

Another benefit to the taxpayer is ease of use.  On-line systems guide taxpayers through the process, check for data-entry errors, and perform calculations.  They also provide context-specific help.  Taxpayers are far less likely to make errors using these on-line systems rather than paper forms.

On-line systems also allow the taxpayer to be better informed.  In the past, a taxpayer would send in a registration or a return or payment and wait and hope.  Now when they submit a registration or a return or payment, they can log onto the system at any time to check the status of their submission.

The biggest benefit from the Department of Revenue’s perspective is efficiency.  By using these systems, the Department is now using less manpower to do more for the taxpayers.  Both directly and indirectly, these systems facilitate better service for the taxpayer.  Improved efficiency is the top-line result of benefits such as reducing processing time and cost, improving data accuracy, and reducing exception processing.  These benefits all impact each other and tend to affect overall efficiency in a very dramatic way.

The Commonwealth of Pennsylvania has also benefited from these systems.  These on-line services are the framework for the state’s business community to do business with state government through the PA Open4business site.  There are also other components of these systems being looked at by other state agencies.

Return on Investment

Online PA100 Registrations:

Personnel Savings:
$181,010.33

Cost to process paper PA100:

$3.57

Total Registrations (as of 5/8/01):
29,818

Process Savings:
$106,450.26

Total savings:
$287,460.59

Project Development Total Cost:
$80,459.00

Total Return:
$207,001.59

Payback (x months):
3.36

E-TIDES (Online Tax Return/Payment Filing):

E-TIDES Registrations:


Personnel Savings:
$40,019.60

Cost to process paper EFT Registrations:
$5.13

Total Registrations (as of 5/8/01):
6,680

Filed Returns:


Net Cost to process paper return:
$1.78

Total returns received (as of 5/8/01):
17,349

Process Savings:
$65,149.62

Total savings:
$105,169.22

Project Development Total Cost:
$143,648.00

Total Return:
($38,478.78)

Payback (x months):
N/A

