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Indiana Department of Revenue’s I-File www.I-File.IN.gov
Executive Summary

The state of Indiana, through the Indiana Department of Revenue, offers citizens and businesses electronic tax filing options for all Indiana individual tax forms through its I-File application on the state’s official Web portal, accessIndiana.
Since I-File was first introduced in 1998, more and more citizens have used it every year, making it one of the most popular e-government services on the accessIndiana site. I-File brings many benefits to the Hoosier state through convenience of use, increased efficiency, and cost savings.

Taxpayers enjoy the ease and convenience of using I-File, which mimics the paper return format to help citizens become comfortable with filing online. People who use I-File also like the built-in logic that prevents them from making simple math errors or omitting essential information, and the unique session numbers that let them log in and out at their convenience. Most of all, taxpayers are happy that the service is provided free of charge to those who are not making payments, and when payments must be made, a wide variety of payment options are available.

The Indiana Department of Revenue enjoys more efficient processing of state tax returns through electronic filing and processing of two-dimensional barcoded returns. These electronic methods, used by approximately 53 percent of taxpayers, help the department save money and resources that can be used to update and automate more services.

The state of Indiana enjoys the cost-saving benefits of moving manual processes into much more efficient electronic processes. The state collects 61 percent of its revenue through electronic payment methods. I-File is one of many e-government services available on accessIndiana, but it is an important one because tax filing touches virtually every Hoosier. Through the good experiences people have using I-File, they see how easy and convenient it is to use the Internet and their state’s Web site to transact government business that would normally have taken a phone call or visit to a government office.

The numbers for I-File continue to increase each year, as more and more Hoosiers opt to file their taxes online. 2002 marked several benchmarks for I-File, including more than 4,000 filings in a single day, and over 300 filings in a single hour. So far in 2002, more than 43,000 people have used I-File.

The Indiana Department of Revenue and accessIndiana continually work with citizens and the tax practitioner community to enhance the functionality and performance of I-File and to add new and improved features to the application.

Description of Service

The Indiana Department of Revenue (IDOR) I-File application is an electronic tax filing system for state tax forms and schedules that is easy to use and is available at no charge to citizens.

The state of Indiana was one of the first states in the nation to offer an online tax-filing service. The application was developed by accessIndiana, the official Web portal for the state of Indiana, in cooperation with IDOR. The state first introduced I-File during the 1998 tax season.

I-File allows Indiana taxpayers to file online, at no charge, all of the state’s individual tax forms and schedules, as follows:

· IT–40EZ

· IT–40 (including schedules 1, 2, CT–40, CC–40, EIC, IT–2210)

· IT–40PNR (including schedules A, D, E, EIC, CT–40, CC–40, IT–2210)

· IT–40RNR

The “Old” Paper Process

Before electronic filing became an option for taxpayers, IDOR processed all returns by manually entering the data from each paper return into a computer system. Compared with the relatively error-free processing of electronic returns, this labor-intensive paper-to-computer method incurred a fairly high rate of processing errors.

Taxpayers would often wait weeks or even months from the time they mailed their returns until their refund checks arrived by postal mail. When taxpayers made mistakes on their returns, the wait for refund checks sometimes became longer.

How I-File Works

Taxpayers enter the I-File system from the IDOR home page, and are automatically assigned a unique session number, which allows them the option of exiting and returning to the system at their convenience.

After selecting the tax form or schedule they would like to prepare, taxpayers are presented with an on-screen, interactive return that is designed to appear exactly as the paper forms appear. Taxpayers don’t need to worry about having additional materials or information on-hand for filing online versus filing on paper. This recognizable approach gives taxpayers a more comfortable online experience.

As taxpayers fill in the values of the online forms, built-in logic prevents them from making simple math errors or omitting essential information.

When taxpayers have completed the online form, they are presented with the following:

· a two-dimensional (2D) barcoded PDF paper copy of the return;

· a confirmation number;

· the option to remit payment electronically; and

· the option to file the return electronically.

Taxpayers may remit payment online using American Express, Discover Card, MasterCard or Visa. Taxpayers also have the option, when using a tax preparation service, to download a “scannable” payment voucher to include with payments sent through postal mail. When processed by the department these scannable vouchers provide accurate posting to taxpayer accounts.

About 2D Barcoding

IDOR pioneered the use of two-dimensional (2D) barcoding to automate paper returns processing, which still comprises approximately 47 percent of all returns filed.

Taxpayers who use I-File, as well as paid tax preparers may download 2D barcoded paper copies of tax returns to mail, rather than filing the completed online return electronically.

The mail-in 2D barcode option gives the public all the benefits of filling in the return online (such as the built-in logic that prevents them from making simple math errors and omitting essential information), while addressing any security concerns about electronic filing.

Department staff scan the barcoded returns, capturing all the information contained on the returns into the Integrated Tax System without having to data enter it. Traditional processing of a standard batch of 90 paper tax returns took approximately 4.5 hours. Two-dimensional barcoding reduces that time to approximately 10–15 minutes. Returns received in the morning are scanned and processed by the system on the same day. And, unlike traditional optical imaging applications, when the barcode is read, 100 percent of the encoded data is returned, and the data is 100 percent accurate. Savings from 2D barcoding is approximately $.75 per filing.

Adding 2D barcoding to the state’s filing options has greatly reduced the number of paper returns to be data-entered. To date, for the 2002 tax season 53 percent of approximately 3 million individual taxpayers, used some form of electronic filing, including the 2D barcode.

Electronic Payment Services

Approximately 61 percent of the revenue collected by the state of Indiana is received through electronic payment methods.

Citizens who use I-File may choose from among several options:

· filing electronically

· completing the return online, then printing and mailing a barcoded return

· requesting refunds via direct deposit or check

· paying electronically by credit card

· downloading post-filing coupon to pay by personal check or money order

In 2001, there were over 12,500 electronic payments made online through the state’s Web iVR and ePay systems, totaling $4,855,171.00. As of 31 May 2002, nearly 8000 payments have been made online, totaling $2,337, 218.00.

New Electronic Payment Services

IDOR is currently in the process of adding an electronic check payment option to I-File. Based upon an online survey conducted by IDOR and accessIndiana, 33 percent of the respondents have used some form of electronic check payment.

The e-Check application has been developed and tested, and its implementation is planned as soon as contracts and agreements with the financial institution selected to provide the service have been finalized.

New Online Corporate Filing Services

Corporate Tax Filings will allow several corporation types to file the forms IT20, IT20SC, IT20S, IT20NP, and IT65 online, either by online submission or by 2D Barcode. In 2001 there were approximately 165,500 corporate filings by paper. Deployment of the application is expected in July 2002. See www.IN.gov/dor/tax/corp/index.html.
Business Tax Registration (BT1) will allow businesses to submit the Business Tax Registration Form online. Approximately 800 paper forms per week (or 41,600 forms per year) are submitted to IDOR. Deployment of the application is expected in July 2002. See www.IN.gov/dor/tax/BT1/index.html.

Lessons Learned & Improvements Made

During the 2002 tax-filing season, the state maintained excellent response rates for I-File by implementing a combination of application and architectural improvements.

Architectural improvements included installing separate servers to handle various functions, including one server for use by the public, another server for use by IDOR, and another server exclusively for the download of state tax forms.

Programming changes have also significantly improved run-time of the I-file application.

Significance to the improvement of the operation of government

Benjamin Franklin once wrote to a friend, “. . . nothing can be said to be certain, except death and taxes.” Virtually every citizen must file state taxes. I-File helps bring people to the Internet and introduces them to the wide variety of information and services provided on the state’s Web site, accessIndiana.

Citizens learn, by visiting their state’s Web site, that many transactions can be accomplished online. They learn that instead of making phone calls, or driving to a government office, they can get information much more quickly and accurately by using the Internet. They learn that the halls of government are always open online, so they don’t have to take time off work or get child care to transact government business. The people learn that it’s easy to communicate effectively with their legislators and government officials over the Internet. As more and more citizens try the state’s online services by using I-File, the digital divide gets thinner, and the voice of the people becomes stronger.

I-File helps the state save money, and in these times of budget crises, saving money has a huge impact on taxpayers. Taxpayers would rather see their tax dollars going toward improving government services than being wasted on doing things “the way they’ve always been done.”

In 2001, 34,476 Hoosiers used I-File, which saved the state more than $51,000 in processing costs over filing paper returns. I-File increased accuracy by approximately 20 percent, and got refunds into taxpayers’ bank accounts up to 10 weeks faster than traditional methods.

Tax Filing Day, 15 April 2002, was a huge success for I-File: more than 4,000 citizens filed their taxes electronically in a single day. At one point during the day, approximately 300 filings were conducted in just one hour. Compared to the same day in 2001, that was an increase in filings of about 37 percent. So far in 2002, over 43,000 citizens have used I-File.
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Benefits realized by taxpayers, department and state

Taxpayers benefit from I-File in a variety of ways. Following are some of the features citizens have mentioned as benefits of I-File:

· the ease and convenience of being able to prepare and file taxes from any Internet-connected computer, at any time of the day or night

· session numbers that allow quick exit and re-entry into the system

· familiar layout of the system to replicate paper forms

· built-in logic that prevents simple math errors and omission of essential information

· confirmation numbers that ensure returns are received by the state

· the wide variety of filing and payment options

· refund checks are received in days, instead of weeks or months

· I-File is available at no charge

The Indiana Department of Revenue has greatly increased its efficiency and accuracy in processing tax returns by moving many processes from manual to electronic methods. Following are some of the ways I-File has helped the department become more efficient:

· 2D barcoding allows for speedier processing with greatly reduced errors

· when moving from paper to electronic processing, accuracy rates increase from 70 to 99 percent

· cost savings of up to $1.50 per return have allowed the department to allocate more resources toward providing even greater technological enhancements

· electronic payment and direct deposit options get refund checks to taxpayers more quickly than traditional methods, reducing telephone calls and e-mail inquiries to department personnel

· citizen download of state tax forms reduces the costs and labor involved in providing the public with paper forms

The State of Indiana benefits from I-File because more and more citizens are drawn to the state’s Web site to transact government business, thereby reducing the number of paper transactions, office visits and telephone calls. I-File saves the state money by reducing cost for processing tax returns. Through I-File, every citizen has the opportunity to be introduced to the ease and convenience of e-government services.

Return on investment, short-term/long-term payback

During 2001, I-File saved the state of Indiana more than $51,000. As Internet tax filing continues to grow, from over 34,000 in 2001 to 43,000 (to date) in 2002, cost savings to the state will increase.

Because citizens have had a good experience with I-File, an increasing number of them will visit the state’s Web site, accessIndiana, to transact government business and get information. Citizens will learn that it’s not necessary to make trips to government offices or make phone calls to get state government services paid for by their tax dollars. I-File helps state government become more efficient and less bureaucratic by showing citizens less complicated ways to do the things they want to and must do.

In short, I-File is a winning application for the state of Indiana, for the Indiana Department of Revenue, and above all, for the citizens of our state.
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